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CHAIRMAN’S STATEMENT
T EHRE

Dear Shareholders,

To our Group, 2018 was another prosperous and delighted year. On
behalf of the board (the “Board”) of directors (the “Directors”) of SFK
Construction Holdings Limited (the “Company”), | am pleased to present
the annual report of the Company and its subsidiaries (collectively “SFK”
or the “Group”) for the year ended 31 December 2018 (the “Year” or
“2018").

We are principally engaged in construction and maintenance projects in
Hong Kong and construction projects in Macau under our brand name
“SFK (¥T48/8)”. We are an approved and omnicompetent contractor of
public works in Hong Kong, including construction of public housings,
and we believe our proven track record and good reputation in the
construction industry position us well to maintain a sustainable business
growth. We also provide other services, which mainly comprise housing
and property management services, electrical and mechanical
engineering services and building information modeling (“BIM”) services.

We achieved delighted financial results for the Year. The Group recorded
a historical high revenue of approximately HK$6,197 million (2017:
HK$4,612 million). The consolidated net profit of the Year was
approximately HK$129 million (2017: HK$143 million). The favourable
results were primarily due to the combined effect of the award of several
sizable projects during the Year and increase in contributions from our
ongoing projects between years in accordance with the work progress.

During the Year, the Group has been awarded eleven new contracts with
total contract value of approximately HK$5,852 million (2017: HK$4,070
million), representing an increase of 43.8% to that of 2017. The increase
in new contract value reflected our successful tendering strategy in the
Year to acquire more civil engineering projects with better profit margin.
Two civil engineering contracts of significant contract values being
awarded in the Year are of HK$482 million and HK$409 million
respectively. The outstanding value of the contracts on hand as at 31
December 2018 was approximately HK$10 billion and the level remains
high. We expect that such high outstanding value of contracts on hand
would provide the Group a steady growth in business revenue and
earning for the coming years.
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Never send to know for whom the bell tolls; it tolls the contractors in
Hong Kong. Following the outbreak of the “Lead-in-Water” event in public
housing estates and schools in 2015 and the “reinforcement bar
couplers” event and the “missing Request for Inspection and Survey
Checks forms (RISC)” event in 2018, there was public outcry and intense
media scrutiny of quality of works of contractors in Hong Kong and the
effectiveness of the monitoring system of the Government. Due to the
seriousness of the matters, the Government set up commissions of
inquiry to find out the causes of the events. Such public outcry might
have a knock on effect that frontline inspectorate staff of the Government
might take an over-cautious approach in checking the quality or
conformity of contractors’ works. Such over-cautious approach would
disrupt the pace of construction activities and the overall progress of
works to completion. This would be utterly unfair to the reputed
contractors, like SFK, who all along maintains a high quality system and
could achieve high quality of works. By all means, such over-cautious
approach in checking quality of works would increase the overall
construction cost and lengthen the time for completing the works. All
contractors reputed to have high quality of works would suffer. Having
said that, crisis creates opportunity, we are optimistic that the Group can
maintain a steady growth in our construction business by maintaining
high quality construction work services.

The most exciting matter in 2018 was that the Task Force on Land
Supply (“TFLS”) tendered its recommendations on land supply strategies
and land supply options to the Government at the end of 2018. Following
the acceptance of such land supply strategies and options by the
Government, the recommendations from TFLS not only could address
the long-standing controversies over the land formation for development,
but also pave the way for the Government in augmenting land supply on
a sustainable basis. Civil engineering and general building contractors in
Hong Kong will benefit from the Medium-to-Long Term Options in the
TFLS’s recommendations, which include “near shore reclamation”,
“developing the East Lantau Metropolis” and “developing caverns and
underground space”.

Looking ahead the proposed infrastructure and public housing
development in Hong Kong, we are confident that our construction
business will continue to operate in a stable and efficient way, which will
further enhance our construction record and reputation. Meanwhile, we
will keep looking for channels to diversify our resources into different
businesses and geographical areas to capture new business
opportunities.
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CHAIRMAN’S STATEMENT
EERE

Same as the years before, in order to increase any transparency and
accountability to various stakeholders about our Group’s Environmental,
Social and Governance (“ESG”) performance, we are pleased to present
our ESG 2018 Report in this annual report which summarised our effort
and performance in promoting and strengthening corporate social
responsibility within the Group.

| would like to take this opportunity to express my heartfelt appreciation
to my fellow board members, management team, staff members,
suppliers, subcontractors, other business partners and, most importantly,
our shareholders (the “Shareholders”) and customers for their continuous
support to the Group and contribution to its favourable results during the
Year.

To reward and thank our Shareholders for their support, the Board
recommends the payment of a final dividend of HK4.0 cents per share.
Together with the interim dividend for the Year of HK9.0 cents per share
already paid in September 2018, total payment of dividend for the Year
amounted to HK13.0 cents per share (2017: HK31.0 cents per share).

Chan Ki Chun
Chairman

Hong Kong, 26 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is principally engaged in construction and maintenance
projects in Hong Kong and construction projects in Macau under our
brand “SFK (¥7 f& /&)”. In addition, the Group provides other services,
which comprise mainly housing and property management services (such
as the provision of cleaning services and security management services),
electrical and mechanical engineering services and BIM services to real
estates in Hong Kong and the PRC.

BUSINESS REVIEW

The Group achieved delighted financial results and recorded a historical
high revenue for the Year. The Group’s revenue increased by 34.37%
from HK$4,611.97 million to HK$6,197.16 million. Our profit for the year
attributable to equity shareholders of the Company for 2018 amounted to
HK$129.69 million, compared to HK$141.87 million for 2017. The results
for the Year were mainly the combined effect of the award of certain
sizeable projects during the Year and the increase in contributions from
our ongoing projects between years in accordance with the work
progress. This was partly offset by the surge in construction costs
generally across the construction market. Nevertheless, our overall results
remained positive during the Year.

The Group is one of the few construction companies in Hong Kong that
are included in the List of Approved Contractors maintained by the Works
Branch with Group C status (unlimited value) in all five works categories.
The Group is also one of the approved contractors to tender for the
Housing Authority’s new works contracts and maintenance contracts of
unlimited value. These are the highest grades in the respective
categories, which enable us to be capable and flexible in acquiring or
tendering for all kinds of Government and Housing Authority’s
construction and maintenance contracts for general building and civil
engineering works. We are optimistic that our Group can maintain a
steady growth in our construction and maintenance business.
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MANAGEMENT DISCUSSION AND ANALYSIS

B EE S w kDT

Following the outbreak of the “Lead-in-Water” event in public housing
estates and schools in 2015 and the “reinforcement bar couplers” event
and the “missing Request for Inspection and Survey Checks forms
(RISC)” event in 2018, there was public outcry and intense media scrutiny
of quality of works of contractors in Hong Kong and the effectiveness of
the monitoring system of the Government. Due to the seriousness of the
matters, the Government set up commissions of inquiry to find out the
causes of the events. Such public outcry might have a knock on effect
that frontline inspectorate staff of the Government might take an over-
cautious approach in checking the quality or conformity of contractors’
works. Such over-cautious approach would disrupt the pace of
construction activities and the overall progress of works to completion.
This would be utterly unfair to the reputed contractors, like SFK, who all
along maintains a high quality system and could achieve high quality of
works. By all means, such over-cautious approach in checking quality of
works would increase the overall construction cost and lengthen the time
for completing the works. All contractors reputed to have high quality of
works suffer. Having said that, crisis creates opportunity, we are
optimistic that the Group can maintain a steady growth in our
construction business by maintaining high quality construction work
services.

Maijor projects awarded and undertaken in 2018

During the Year, we were awarded 11 projects as a main contractor in
Hong Kong (out of which 6 and 5 are from the public sector and private
sector, respectively), with total original contract sum of approximately
HK$5,852 million. The table below sets out the summary of our
construction and maintenance projects for general building and civil
engineering works that were awarded during the Year:

—E-AFRERERE [#K] FHEAR=F—N
FligERs ] FHERTRAMARE R ERF
KB (RISC)| EHREIR - SlEARBAIZE - MK
BaURH R EAREN I EREMBRERR
FRBRIDETES - ANEHHRE - BIFKIZAZ
ZEE  REMKE - ARNEFEEELTER
B BESREREEREAEHIENMREXA
HIER R e S REUBN ZEMNEE - M&FHET
SR EREHRIBTTAEZNITE - (LEH
BESMEARENEEBTIA  DARE—EER
SEmEREINREREE TR - BRI - £RE
TRERERRAERBNEETASHEMMEER
ERARERTIERTINE - IERXNEEIEN
AEEEZITE - BEML - EPAK - RMEE
RBREAEENBEAFERERETERBERZ
EXRBOIBELE -

—E-\FRHRAENTEREA

FA - BPIREBALEZE FHEAL 11 ERR Ok
BREMPARLERBNEE 2RI R6EMEE) -
JRETEKHERRL R5,852ABBIT o TRHEIILMF
NEMN—REFRIARTRZELREEAME :

Number of Total original
projects contract sum
EHEHA RETE#H#BE
(approximate
HK$’ million)
(BMyassT)
Original contract sum at or above HK$500 milion 588 T A L HIRET A 4
S5 1 3,740
Original contract sum below HK$500 million S5EEBTATE2EETH
but at or above HK$200 million N ERRETEHER 5 2,038
Original contract sum below HK$200 million 2188 TT A TE 5,000 &
but at or above HK$50 million BT LRETAD
T 1 72
Original contract sum less than HK$50 milion 4> 5,000 &7 7B R ET
GRS 4 2
11 5,852
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2018, we had a total of 21 projects for general
building works and 8 projects for civil engineering works on hand. The
total original contract sum of these projects was approximately HK$20
billion. The outstanding value (defined as the difference between revenue
recognised and the original contract sum) of our ongoing projects as at
31 December 2018 was approximately HK$10 billion. The following table
sets forth the particulars of some of the sizeable construction and
maintenance projects for general building works and civil engineering
works awarded and undertaken by us as a main contractor and remained
ongoing as at 31 December 2018:

EREHHEH N

RIZ-N\F+-A=+—H HMNFEFAEH21
E—f2FIT2EA ReELATZER - %FHAE
RETENBEHOR200EET —E—N\F+-A
=+ HARMERBRENATREE(ERR/CER
WaHERENEBRZHEANER)HN/I10EET T
RN EFABAEZRGDEREAZER T
—NE+ A=t —BNEETNRI —REFT
BEEARTRROADEZERREREHI5

Revenue
Original recognised
contract during the
completion Original financial year
Project type Business segment Scope of works date contract sum 2018
R R-B-NF
AHRT RIT&H HREE
BRER ES PN IRER AE 8 BRNhE
(approximate (approximate
HKS$'milion) HKS$'milion)
(BoagEn)  (Hoagkn)
Home ownership scheme development General building To build 3 blocks of around 30 September 1,297.0 511.8
of the Housing Authority works storeys buildings, carpark and 2018
FEZECREERRER —REFIR carport, and ancillary structures —E-N\E
BRIBNNERET FEERER bk
REBEED
Home ownership scheme development General building To build 3 blocks of around 27 QOctober 1,299.0 4338
of the Housing Authority works storeys building and ancillary 2018™
FEZEEREERRER —REFIR structures —E-N\E
B3N ERETRIBELY TR
Enhancement works at Carpark of Civil engineering Enhancement works at Car Park 1 November 1237 81.2
Airport Authority Hong Kong works —SEESUETR 2018
WEERREESUETR TAIR —2-N\E
TR
Main contract for the Park General building Construction of the Art Park in December 1,140.2 386.5
for West Kowloon Cultural works West Kowloon Cultural District 2018
District Authority —REFIR RENECERZENAR “E-)N\fF
BAXBERRNLEEEH TR
Proposed subsidised housing General building To build a 31-storey residential June 2019 464.0 1704
development of Hong Kong works block, a single storey “T-NE
Housing Society —HREFIR commercial block, an open car ~A
EARENENEZEDRE park and slope improvement
BRIAR ER1RSERLTR 1R1ERHS
BREEERASEN
Contract with the Hospital Authority General building works To carry out minor works for June 2019 734.2 201.1
HEFEERNAY — maintenance project New Territories East and —E-NF
—REFIR- REEA New Territories West Clusters ~A

AHRRRFARBRBEEE L

I’
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W DT

Revenue
Original recognised
contract during the
completion Original financial year
Project type Business segment Scope of works date contract sum 2018
& R=B-N\F
AHRT RATEH HREE
BERER E3 Yk IREE R Ex ERN K
(approximate (approximate
HKS$'milion) HKS$'milion)
(Baagsn)  (BHEEET)
Kai Tak Development for Civ Civil engineering Infrastructure works for September 2019 1,947.0° 235.3"
Engineering and Development works developments at the southem —Z-hE
Department TATRE part of the former runway A
TATRARENMEERE AREEAERREERTE
Public rental housing General building works To build 5 domestic blocks with QOctober 2019 3,047.0 13115
development of the Housing —REFIE 4,846 flats and ancillary “E-NE
Authority buildings TA
FEZEENERRIER FESEL 4B EEMNETRER
REREY
Construction of Public Rental General building works Construction of Public Rental December 2019 707.0 265.4
Housing Development of the —REFIR Housing Development Z3-NE
Housing Authority NERRAEERRTERETR +=A
FEZRENLHLRRER
TERETR
Construction of Subsidised Sale General building works Construction of Subsidised Sale February 2020 513.0 168.1
Flats Development of Housing —HREFIR Flats Development “E-FF
Authority ENNLERERRIERETR A
FEZERAMNERRELER
STEEETR
Main Contract for Global General building works Construction of Global Graduate February 2020 3164 46.9
Graduate Tower of HKUST —REFIR Tower in HKUST i 3
EANBASHRARETRN REARBZABEREENRASH g
RERE
Works Contract for the M+ General building works Construction of M+ Waterfront February 2020 69.7 2.3
Waterfront Promenade of West —REFIR Promenade 3
Kowloon Cultural District HEMFERBAR A
Authority
BAIEEERREM
BARBIEAY
Maintenance of hydraulic and General building works Maintenance, improvement and March 2020 221.8 77.0
pumping system and buildings — maintenance project refurbishment for hydraulic and i 5
managed by the Airport —REFIE - REER pumping system and various =A
Authority buildings managed by the
BMSEEREENRENRE Airport Authority
FRRETRARE RBSERRERMRENRERS

REERTRERE - WELEH
I8
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MANAGEMENT DISCUSSION AND ANALYSIS

&8 E

am A3 AT

Revenue
Original recognised
contract during the
completion Original financial year
Project type Business segment Scope of works date contract sum 2018
[R&T RZZ-NE
BHRT RATEH HREE
BEEER E3 Yk IREE R Ex ERN K
(approximate (approximate
HK$'million) HK$'million)
(BoegET)  (BOREAT)
Maintenance of properties General building works Maintenance, improvement and March 2020 246.7 86.9
managed by the Housing — maintenance project vacant flat refurbishment for “EC%F
Authority —HREFIE - REER properties managed by the =A
REERESEENNERE Housing Authority in Tuen Mun
RE and Yuen Long
AREZEQERUANTIRTHAN
NERMRE  YERTEEQ
BEIRe
Maintenance of properties General building works Alterations, additions, maintenance March 2021 1,471.8 3726
managed by the Architectural — maintenance project and repair of buildings and lands —Z--F
Services Department —REFIE - RRER and properties in () Hong Kong =A
RELEERNNFRARE Island Eastern and Qutlaying
Islands (South); (i) Hong Kong
Island Western, Southern and
Lantau Island for which
Architectural Services Department
(Property Services Branch) is
responsiole
REEZ(WEEBR)EEN
(1EBRERES () ()E5AER -
HERABLNEF  tiRYE
TR M REREBIR
Site Formation and Infrastructure Chvil engineering works Stte formation and infrastructure July 2021 409.0 75
Wiorks for Civil Engingering and TARTE works for development at Kam “F--F
Development Department Tin South, Yuen Long tA
TARTRAREN THTEA — Advance works
ARRiEIR THARERE RIS T TR
FEIRE - AR
Maintenance of properties General building works Maintenance, improvement and September 2021 863.2 386
managed by the Housing — maintenance projects vacant flat refurbishment “EC-F
Authority —REFIE - RE for properties in () Wong Tai Sin, NA
REARERESERNNERE ER Tsing Yi and Tsuen Wan; (i)
RE Hong Kong Island & Islands
BOEXI - EXREEE
i ESRESENNERERE
BEREESMENIR
Piers maintenance for Civil Civil engineering To carry out maintenance works March 2022 150.1 93.9
Engineering and — maintenance project for piers —E-_CF
Development Department TATIR - REEE BEGERETREIR =A

IAIRRRENEEREAH
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W DT

Revenue

Original recognised

contract during the

completion Original financial year

Project type Business segment Scope of works date contract sum 2018
& RZE-NE

AHRT RATEH HREE

BERER E3 Yk IREE R Ex ERN K
(approximate (approximate

HK$'million) HK$'million)

(B0EgRr)  (BHEEAER)

Construction of Public Rental General building works Construction of public rental QOctober 2022 3,740.0 401.1
Housing Development and —REFIE housing development and —EoCE
Subsidised Sale Flats subsidised sale flats development 1A
Development of the Housing RERRREERHERENTE
Authority FEERTERLETIR
FEZEELLRARRELE
SERABLERERRiTE
BEIR
Management and maintenance of Chvil engineering works Management and maintenance of March 2024 482.6 64.3
roads in Kowloon East for the — maintenance projects public roads, including 15
Highways Department TATE - REEE associated slopes, highway =A
RENEERRRENERER structures, tunnels, landscaping

and minor improvement works,

in Kowloon East but

excluding Expressways

and High Speed Roads
EEMEENERNDLBE (RR

RRERERERRI) - BIERST

BBORE  ERERD  BE -

BizRiEA R RERSETRE

* In a form of joint operation in which the Company participates in 40% of the contract. * RAAEEBEN  ARFEE40% B KRS -
> The revenue recognised represented our shares of the contract. * B RS IR MEEZE RN -

o The original contract completion date has been postponed and the contract was still ~ *~ HEZZT— \F+ZA=+—8 RANTKABHEHE "
ongoing as at 31 December 2018. ARMDIEETTH ©

12 SFK Construction Holdings Limited | Annual Report 2018



MANAGEMENT DISCUSSION AND ANALYSIS

Major projects completed in 2018

Completed projects refer to projects for which we have received the
completion certificates from the respective customers or terms of year of
the contracts expired. Details of the major projects completed by the
Group as a main contractor during the Year are as follow:

BEER W LD

“E-N\FRANEEERR

EREBEHRMEEEEPKIITTIERAEHAL
FHCEMNIER - FA - AEBREREE S0 T
R EBBEBFFIFNAT

Revenue
recognised
during the
Original financial year
Project type Business segment Scope of works Contract period contract sum 2018
RZE-N§
RET&H BHEE
BHER E3 SN IREE B Ex il
(approximate (approximate
HK$ milion) HK$ milion)
(849 (49
BEAT) BEAT)
Management and maintenance Civil engineering works ~ Management and maintenance of public April 2014 1o 550.0 114.6
of roads in Kowloon East for — maintenance projects  roads, including associated slopes, March 2018
the Highways Department TARIE - REEE highway structures, landscapingand ~~ —E—WFEAZE
ARBEEERRENERER minor improvement works, in Kowloon —E-\E=ZA
East but excluding high speed roads
BERRRENERNALER
(REAEBIN - BERENE
REEEN  2BFCRER
¥ETR
Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat April 2015 to 4322 113.9
the Housing Authority — maintenance projects  refurbishment for properties managed by March 2018
AEEZESEERMMERMERE —REFIR the Housing Authority at Wong Tai Sin,  —“E—RAMAZE
- REER Tsing Yi, Tsuen Wan and Islands —“F-\F=f

REEZEEERMUNEALN

BX SERESHMNRRERE

HERZEEMEH TR

A majority of our revenue is generated from our general building and civil
engineering works. During the Year, the revenue attributable to our
general building and civil engineering business amounted to HK$4,807.08
million and HK$1,236.28 million (2017: HK$3,275.66 million and
HK$1,228.05 million), respectively, representing approximately 77.57%
and 19.95% (2017: 71.03% and 26.63%), respectively, of the total
revenue of the Group for the Year.

During the Year, other than general building and civil engineering works,
we also provided other services which comprised mainly housing and
property management services (such as the provision of cleaning services
and security management services), electrical and mechanical
engineering services and BIM services to real estates in Hong Kong and
the PRC. Revenue attributable to these other services amounted to
approximately 2.48% of the total revenue of the Group for the Year (2017:
2.34%).

BIMARE W ERE —BEFREIARTE - R -
—REFREIARIREBKRED A A4807.08E8
BT 1,236.28 BB BT (ZF —CF 3275668
BEITN1,22805EB8ET) ARG FANEEZ
W HT77.57% K% 19.95% ( ZF —+4F : 71.08% &
26.63%) °

FR - B—REFREARTRIN - BATMREEMR
B ET2EEREERTRENEHERERERD
¥TEERB(NBZERBEEREZEERY) BEL
AR KR E AR A ([BIM ) BRHS - E RIS B
WHEEFRAERNEBBRZEL9248% (ZF— £ F -
2.34%) o
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MANAGEMENT DISCUSSION AND ANALYSIS

B EE S w kDT

Award of Contract after the Reporting Period

The Group has been awarded and undertaken by us the following
contract for maintenance project after the reporting period and the table
below sets forth the particulars of the project:

REEHEEHROEN

AEEDEHM BESRMAFAENBERRETRER
BHAAMT - TREIZBBNFE

Original

Project type Business segment Scope of works Contract period  contract sum

HRER Ey Sk IREE 0B RITANEE

(approximate

HK$'million)

(B4

BEAT)

Design and Construction managed ~ General building works — Design and Construction of Minor Works to February 2019 531.0
by the Architectural Services Maintenance projects Government and Subvented Properties for to August 2022
Department —REFIE - REEE Architectural Services Department — “E-N¥ZR%
BEEBERMNTRERTFIET New Territories and Outlying lslands (North) —E--%)\R

REEE A ANBRRIEREBREN
P TIRETRARET — MARES (1)

Our commitment to safety, quality and environment

The Board is of the view that the continued success of our business
primarily depends on our ability to meet our customers’ requirements,
particularly in respect of safety, quality and environmental aspects. The
Group has established a set of quality assurance measures and has
committed to high safety standard and environmental impact control.
Through the systematic and effective control of the Group’s operations
and monitoring procedures and control over its subcontractors,
compliance with safety, quality and environmental requirements can be
further assured and in the meantime, non-conformance, environmental
incidents and liability can be eliminated or reduced.

The Group has been accredited and continuously re-accredited with
ISO9001, 1ISO14001, ISO50001 and OHSAS18001 certifications. The
Board believes that these certifications will enhance our public image,
credibility and customers’ confidence in the Group. In recent years, more
and more tenders have included the requirements of ISO9001, ISO14001
and OHSAS18001 certifications and our certified status will bring us
more business opportunities and uphold our competitiveness.

For more details on our performance in safety, quality and environmental

aspects, please refer to the Environmental, Social and Governance
Report (the “ESG Report”) on pages 36 to 91 of this annual report.
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MANAGEMENT DISCUSSION AND ANALYSIS

Effective cost control and savings measures

Our management has been flexible and will continue to do so in deploying
resources with reference to the stage of completion of various ongoing
projects in order to capture business opportunities and to optimise the
allocation of resources.

Given our wide diversity of works, we are able to implement a centralised
resources sourcing and allocation system which allows us to reduce
costs by making bulk purchases and maximise utilisation of resources,
and a customised enterprise resources planning programme to monitor
the cost in real time.

We maintain good and long-standing relationships with our
subcontractors. By having long-standing relationships with our
subcontractors, we can make comprehensive assessment of our
subcontractors over years so as to ensure the quality of works in the long
run. Our relationships with these subcontractors also obviate the need for
keeping a large number of workers under permanent employment of the
Group, thereby giving us the feasibility to deploy our resources more cost
effectively without compromising our quality.

BEER W LD

B R R AN R R B A B

BPMERE -BEX SRS EETHRREANTRE
BEERALER  BRIEEFEIELERILK -

ERRMANTRBERZZHENE  RARABETER
RERDERSG  SHAVTEBHERBERNER
RUARERA - YIRIEESEHRNEEERRE

EER B o

BREDBEAESRIFNEMEFERR KBRH
EBER  BFEAZEFEDEENZERE - K
EMEMRERIREEER - HMED BEHOBEIT
EAREEBFRERAXEZBRIA  MREMEER
BENBATEARA RS EETR
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MANAGEMENT DISCUSSION AND ANALYSIS

B EE S w kDT

FINANCIAL REVIEW
Revenue

Our revenue increased by approximately HK$1,585.19 million, or
approximately 34.37%, from HK$4,611.97 million for 2017 to
HK$6,197.16 million for 2018. The increase in our revenue was mainly
due to the increase in general building business of HK$1,531.42 million.

Revenue from general building business increased by approximately
HK$1,531.42 million, or approximately 46.75%, from HK$3,275.66
million for 2017 to HK$4,807.08 million for 2018. The increase was
primarily due to the inclusion of certain new general building contracts,
including the construction of public rental housing development and
subsidised sale flats development for the Hong Kong Housing Authority.
In addition, there was an increase in revenue of certain general building
contracts in accordance with the work progress, including the
construction of a home ownership scheme development for the Hong
Kong Housing Authority, the construction of a proposed subsidised
housing development for the Hong Kong Housing Society and the
construction of a public rental housing development for the Hong Kong
Housing Authority.

Revenue from civil engineering business increased slightly by
approximately HK$8.23 million, or approximately 0.67%, from
HK$1,228.05 million for 2017 to HK$1,236.28 million for 2018. The
increase was mainly the combined effect of the increase in revenue of
certain civil engineering contracts in accordance with the work progress,
including Kai Tak Development at the southern part of the former runway,
and the enhancement works at carpark of Airport Authority Hong Kong.
This was party offset by the decrease in revenue between years due to
the completion of certain civil engineering maintenance projects.

Revenue from other services (which mainly comprised housing and
property management services, electrical and mechanical engineering
services and BIM services) for 2018 amounted to HK$153.81 million
(2017: HK$108.26 million), representing 2.48% (2017: 2.34%) of the total
revenue of the Group.

Our business remained to be primarily focusing in the Hong Kong market
during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit and gross profit margin

Our overall gross profit increased by approximately HK$26.02 million, or
approximately 10.53%, from HK$247.16 million for 2017 to HK$273.18
million for 2018. The increase in our gross profit was mainly due to the
increase in contributions from our ongoing projects between years in
accordance with the work progress.

Gross profit margin for 2018 amounted to 4.41%, which was slightly
lower when compared to that of 5.36% for 2017. The profitability was
partly affected by the surge in construction costs generally across the
construction market.

Other revenue

Other revenue mainly consisted of interest income and sundry income.
Our other revenue for 2018 amounted to HK$4.76 million, which was
higher compared to that of HK$0.35 million for 2017. This was mainly
due to the increase in sundry income between years.

Other net (loss)/gain

Our other net loss for 2018 amounted to HK$0.46 million, and was
mainly comprised loss on disposal of plant and equipment and net
foreign exchange loss. Our other net gain for 2017 amounted to HK$0.53
million.

Administrative expenses

Administrative expenses mainly consisted of staff costs and rental
charges. Our administrative expenses for 2018 amounted to HK$92.53
million, compared to that of HK$72.67 million for 2017. The increase was
mainly due to the increase in staff costs between years.

Finance costs

Our finance costs for 2018 amounted to HK$12.23 million, compared to
that of HK$5.49 million for 2017. The increase was primarily associated
with the increase in bank interest expenses arising from the increase in
average bank loan balances and average interest rates.

Share of results of a joint venture

Our share of results of a joint venture for 2018 was a net loss of
HK$15.80 million, compared to that of a net profit of HK$1.02 million for
2017. The net loss in 2018 was mainly because the joint venture agreed
the final account with a smaller amount than originally expected after
considering the financial condition of one of the customers. This led to an
overall loss recorded in the books of the joint venture in 2018.

EBE LS

EMRERNR
BN EREMNB T —+FM247.16 B8 E TS

I#26.02H EE T K10583%E T — \FH
27318 B BB c HMIMEFIZ NI EZ RN EM
MNERBERSFERE TIFEEESHKRATE
B0 e

:T—)\iﬁﬁ%ﬂﬁﬁ 441% BT —LFH
5.36% W& [F Z"J HRD R B RET SN RER A

W%L%ﬁﬁﬁa"

H bWy 28
Eﬁﬂﬂﬁzﬁéiﬁa%ﬂ51451)\&?&151451)\ —Z-N
FRHEMERRIT6EEET BT —LFHH
425 0.36 B BB TTARLL B ATIE M TBHNFE

Z IR FETR Y AR N -

HiF (F18), Wi

“E-\FHEMFEEIERIMAEET TEB
RHEmELRENEEMELFERFE  —T—+
FOEMFWHEB03AEET

THREX

THAXTIEBBEINAREEXE - ZT—N
FOTHRAA23AEBET M_E—1LFAIR
7267TAEET c REENDEEANFELHENE
TRAIENNATEL °
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MANAGEMENT DISCUSSION AND ANALYSIS

B EE S w kDT

Income tax

Our income tax for 2018 amounted to HK$27.59 million, compared to
that of HK$28.22 million for 2017. The effective tax rate (excluding share
of results of a joint venture) for 2018 was 15.97%, compared to that of
16.61% for the 2017.

Profit attributable to the equity shareholders of the
Company

Based on the above factors, profit attributable to the equity shareholders
of the Company decreased by approximately HK$12.18 million, or
approximately 8.59%, from HK$141.87 million for 2017 to HK$129.69
million for 2018.

PRINCIPAL RISKS AND UNCERTAINTIES

The following are some principal risks and uncertainties facing the Group,
which may materially adversely affect its business, financial condition or
results of operations:

Highly regulated industry

The construction industry is a highly regulated industry and our business
is subject to various government regulations. In accordance with the laws
of Hong Kong and Macau, the Group is required to obtain or maintain
certain registrations, licences and/or certifications to operate its business.
All such registrations, licences and/or certificates are granted/renewed
and maintained upon the satisfactory compliance by the Group with,
among others, the applicable criteria set by the relevant government
departments or organisations. Such criteria may include the maintenance
of certain financial criteria including the working capital level, the
adequacy of our management structure and the appropriate experience
and qualification of the personnel of the Group. These registrations,
licences and/or certificates may only be valid for a limited period of time
and may be subject to periodic reviews and renewal by government
authorities and relevant organisations. In addition, the standards of
compliance required in relation thereto may from time to time be subject
to changes without substantial advance notice.
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MANAGEMENT DISCUSSION AND ANALYSIS

The loss of or failure to obtain or renew or a suspension of any or all of
the Group’s registrations, licences and/or certifications could materially
and adversely affect the business of the Group.

Reliance on the contracts granted by the Hong Kong
Government

The Hong Kong Government has been and is expected to continue to be
the Group’s largest customer. If there is any decrease or delay in the
spending of the Hong Kong Government in the construction industry or
any revocation or suspension of the licences, the business, results of
operations and financial positions of the Group may be adversely
affected.

Competitive tendering progress and the making of
estimates

The business of the Group operates on a non-recurring and project-by-
project basis. We have no long-term commitments with our customers,
but rely on successful tenders that determine the award of construction
contracts. The number of contracts awarded to the Group, therefore,
may vary from time to time. Upon completion of its contracts on hand,
the Group’s financial performance may adversely be affected if the Group
is unable to secure new tenders or obtain new contract awards with
comparable contract sums or at all.

Further, in the tendering process, the Group has to estimate construction
time and costs in order to determine the tender price. However the actual
implementation of a project may not accord with such estimation due to
cost overruns and/or other related construction risks. If our estimates of
the overall risks, revenue or costs prove inaccurate, the Group will
experience lower profitability or even make losses on contracts, which
could materially and adversely affect its business, financial condition,
results of operations and prospects.

Uncertainty in construction progress

The Group relies on subcontractors to implement the construction
contracts and there is no assurance that these subcontractors will be
able to continue providing services to us at fees acceptable to us or our
relationship with them could be maintained in the future. In the event that
any of our principal subcontractors are unable to provide the required
services to the Group or their cost for providing the required services
increase substantially, the Group’s business, results of operations,
profitability and liquidity may be adversely affected.
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MANAGEMENT DISCUSSION AND ANALYSIS

B EE S w kDT

Further, there may be delays or disruptions to our works due to
unforeseen circumstances that are beyond our control. If the Group fails
to complete works by the relevant deadlines as stipulated in the
contracts, it may be required to compensate its customers and the
Group’s business, results of operations, profitability and liquidity may be
adversely affected.

Uncertain external factors

Most of our operations are currently located in Hong Kong. Although the
construction industry in Hong Kong has been growing in view of the
strong housing needs and government large infrastructure projects, the
future growth and prospect will largely depend on the continued
prosperity of the property market and the continued availability of major
construction projects.

For more details of the above principal risks and uncertainties and other
risks and uncertainties facing the Group, please refer to the section
headed “Risk Factors” in the prospectus of the Company dated 30
November 2015 (the “Prospectus”).
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MANAGEMENT DISCUSSION AND ANALYSIS

KEY PERFORMANCE INDICATORS (“KPIS”) WITH
THE STRATEGY OF THE GROUP

The Group sets a number of KPIs to support the delivery of its strategies
with its performance, including the followings, and others in respect of
environment, social and governance matters which are discussed in the

ESG Report.

Strategy
K

KPIs
EIRRBAER

BEER W LD

FREFHEHEZRABER(EEZREE
#®1)

AEEREETIBRAREIFERERR R
BREATREMEBRE HEMEREFEAZES
TEXRBEERRE LB REARS AW °

Performance

®RE

Maximise value for the
Shareholders

REREERKEE

Improve the Group’s liquidity
HEREERBESR

Strive for the “zero harm”
safety goal
BhERIZTEE]L2ER

Gross profit margin
=4.41% (2017: 5.36%)
EN=
=4.41%(ZF—+%F : 5.36%)

Return on equity

= 26.26% (2017: 29.88%)
AR [B] 3 2=

=26.26% (ZZF—t4F : 20.88%)

Net cash from operating activities
= HK$129.75 million
(2017: net cash from
operating activities
HK$88.77 million)
RERBAEENRSFE
=129.75B58%T
(ZZE—+tF  REBEHMEED
e FREBB.77TEEEIT)

Cash and bank balances (excluding
pledged deposits)
= HK$216.90 million
(2017: HK$256.76 million)

Re MRITHESR ((NEEEERFR)
=216.90 B &4 T
(ZF—LCF 256,76 AEBET)

Accident rate
= 12.39 per 1,000 workers
(2017: 11.58 per 1,000 workers)
BONEE
=BFHIA12.39
(Z2—tF : 8FHITA1158)

The Group managed to maintain stable and positive
operation performance during the Year by effectively
controlling costs and significantly enhancing the
Group’s management efficiency.

REBRFANBBIEH AL KBRS ERRE -
JIE) A 45 AR A TR »

The Group adopts a policy to regularly monitor the
liquidity requirements of the Group and the Group’s
compliance with lending covenants so as to ensure
that it maintains sufficient reserves of cash and
adequate committed lines of funding from major
financial institutions to meet the liquidity
requirements of the Group in the short and longer
term.

REBRREHEREERDESTRNERREGR
BRNBE  HREFSTARSFEELIECRKE
WARTEHESEE  UWENERHEKERHRDESS

During the Year, the Group has put adequate
resources and effort to uphold and improve its safety
management system in order to reduce its risks
related to safety issues. Our accident rate for 2018
was 12.39 per 1,000 workers which remains low
and is significantly lower than the construction
industry average, of which the industry average for
2017 was 32.9 per 1,000 workers according to the
Labour Department of Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS
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OUR RELATIONSHIP WITH CUSTOMERS,
SUPPLIERS, SUBCONTRACTORS AND EMPLOYEES

Customers

The customers of the Group are divided in to two categories: (a) public
sector including Hong Kong Government and its related organisations
and institutional bodies; and (b) the private sector. During the Year, all
projects of the Group were secured by tendering. The Group maintains
good relationships with its customers, and have regular contacts with
customers, architects and other consultants in the construction industry
to keep abreast of market development and potential business
opportunities.

Suppliers

The major purchases required for our business are construction materials,
which mainly consist of concrete and steel sourced mainly in Hong Kong.
Generally, the Group selects suppliers from a pre-qualified list of suppliers
based on their past performances and capacities to comply with
specified project requirements. Only those suppliers on our approved list
are invited to submit quotations or tenders. We have maintained good
and long standing working relationship with our suppliers and some of
our suppliers have been working with us for over 20 years. We do not
foresee any difficulties in sourcing materials in the future.

Subcontractors

The Group generally acts as the main contractor and will engage or
outsource to subcontractors to carry out certain part of the works. While
the Group has not entered into any long-term agreement with its
subcontractors, it engages them on project basis. Nevertheless, the
Directors believe that the Group has maintained good relationships with
its subcontractors. Some of the subcontractors have been working with
the Group for over ten years and we had not experienced any significant
disruption in the provision of works by our subcontractors. With the
relatively large pool of approved subcontractors in the Group’s pre-
qualified list, we do not foresee any difficulties in finding substitute
subcontractors, if necessary.
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MANAGEMENT DISCUSSION AND ANALYSIS

Employees and remuneration policy

The Group maintains a very stable and experienced management team
and an amicable long-term relationship with its employees as it is our
belief that our employees are important assets to the Group. As at 31
December 2018, the Group has 2,340 employees in Hong Kong, Macau
and the PRC of which 2,128 were full-time employees and 212 were
part-time employees. The Group’s total remuneration for 2018 was
approximately HK$749 million. The Directors recognise the importance of
attracting and retaining staff. In order to promote employee loyalty and
retention, the Group provides technical and operational on-job trainings
to its employees covering various aspects of its operations including
contract law, and workplace and occupational safety. The Directors
consider that the Group has maintained good relationship with its
employees. The Group has not experienced any strikes, work stoppages
or labour disputes which affected its operations during the Year. The
Directors also consider that the relationship and co-operation between
the management team and the employees have been good during the
Year.

The Group entered into separate labour contracts with its employees in
accordance with the applicable labour laws of Hong Kong, Macau and
the PRC. The remuneration offered to employees generally includes
salaries, medical benefits and bonus. Share options may also be granted
to eligible employees. In general, the Group determines salaries of its
employees based on each employee’s qualification, position, seniority
and experience.

More information concerning our customers, suppliers, subcontractors
and employees are set out in the ESG Report.
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MANAGEMENT DISCUSSION AND ANALYSIS

B EE S w kDT

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Directors believe that it is essential for the Group to act as an
environmentally responsible contractor to meet the customers’ demands
in environmental protection and the expectation of the community for a
healthy living environment and in return it will ensure the healthy growth
and development of the business. The Group is committed to sustainable
construction and minimisation of any adverse impact on the environment
resulting from its business activities. In the course of delivery of its
services, the Group shall (i) focus on prevention of pollution, waste
minimisation and resource conservation as critical considerations within
our core management process; (ii) comply with applicable legal
requirements and other requirements which relate to its environment
aspects; and (i) establish, implement and maintain the environmental
management system and strive for continual improvement in
environmental performance.

In order to comply with the applicable environmental protection
legislation, we have established an environmental management system in
accordance with 1SO14001:2004 international standards and were
awarded 1SO14001 certification in 2006. The Group has assigned
separate resources to implement its environment management system
and maintain its ISO14001 certification with an aim to reduce its risks
related to environmental issues. The Group promotes environment-
friendly construction worksites, install environmental facilities and put in
place environment control measures at our construction sites as
appropriate. In 2015, we were awarded ISO50001 certification for the
energy management systems of our head office and construction sites.

All along, the Group had a low number of environmental-related non-
compliance incidents. There was only one count of conviction in 2018 of
violating the relevant environmental laws and regulations. In 2017, there
was no environmental-related non-compliance incident. We will continue
to ensure implementation of our policy on environmental management as
mentioned above to avoid violation of applicable laws or regulations in
respect of environment.

Further disclosures on the environmental aspect are made in the ESG report.
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MANAGEMENT DISCUSSION AND ANALYSIS

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Year, the Group was fined for a total sum of HK$127,000 in
respect of 2 summonses for violation of certain regulations under the
Factories and Industrial Undertaking Ordinance (Cap. 59 of the Laws of
Hong Kong) (the “FIU Ordinance”) related to two accident events. The
Directors consider that these two accidents were independent and
isolated incidents.

During the Year, save as disclosed above or otherwise in this annual
report, the Group has complied with all applicable laws and regulations in
Hong Kong and Macau in all material aspects for the business operation
of the Group. During the Year, the Group has also obtained all necessary
licenses, permits or certificates necessary to conduct its business
operation in Hong Kong, and has made the necessary registration and
obtained the necessary licenses to carry out its business in Macau.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital Structure

As at 31 December 2018, the capital structure of the Group consisted of
equity of HK$493.78 million (2017: HK$474.80 million) and bank loans
and overdrafts of HK$371.73 million as more particularly described in the
paragraph headed “Borrowings” below (2017: HK$307.74 million).

Cash position and fund available

During the Year, the Group maintained a healthy liquidity position, with
working capital being financed by our operating cash flows and bank
borrowings. As at 31 December 2018, our cash at banks and in hand
were HK$216.90 million (2017: HK$256.76 million).

As at 31 December 2018, the current ratio of the Group was 1.25 (2017:
1.29).

Our principal uses of cash have been, and are expected to continue to
be, operational costs.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Borrowings

As at 31 December 2018, the Group had total bank borrowings of
approximately HK$371.73 million (2017: HK$307.74 million). Total bank
borrowings comprised bank loans, repayable within one year, of
approximately HK$371.73 million (2017: HK$301.76 million) and bank
overdrafts, repayable on demand, of approximately HK$nil (2017
HK$5.98 million). As at 31 December 2018, the bank loans and
overdrafts bear interest ranging from 3.42% to 4.44% (2017: 1.80% to
2.69%) per annum. The increase in total bank borrowings between years
was mainly used to finance the working capital of several new and sizable
projects that were awarded to us, especially at the commencement stage
of these contracts which generally require more capital input. The
Group’s net borrowings position (i.e. total borrowings minus total cash at
banks and in hand) actually improved during the past six months from
HK$239 million as at 30 June 2018 to HK$155 million as at 31 December
2018.

As at 31 December 2018, the Group had approximately HK$2,056 million
(2017: HK$1,267 million) of unutilised banking facilities in Hong Kong and
Macau (including loans, letter of credit and letter of guaranteed facilities).
All of the Group’s banking facilities are subject to the fulfiment of certain
covenants as are commonly found in lending arrangements with financial
institutions. The Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash and adequate lines of funding from
major financial institutions to meet its liquidity requirements in the short
and longer term. The Group remains in compliance with its loan
covenants.

GEARING RATIO

As at 31 December 2018, the Group’s gearing ratio was 75.28% (2017:
64.82%), calculated based on the interest-bearing liabilities divided by
the total equity as at the respective year end.

NET CURRENT ASSETS

As at 31 December 2018, the Group had net current assets of
HK$419.00 million (2017: HK$410.08 million).

The Board regularly reviewed the maturity analysis of the Group’s
contractual liabilities and concluded that the Group had no liquidity issue
that may cast significant doubt on the Group’s ability to continue as a
going concern.
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL EXPENDITURES

The Group’s capital expenditures primarily comprise purchase of plant
and equipment, such as motor vehicles and equipment, which were
funded, and are expected to continue to be funded, by internal resources
and cash flow generated from our operation. For the Year, the Group has
incurred HK$28.62 million (2017: HK$15.64 million) on acquiring items of
plant and equipment.

FOREIGN EXCHANGE EXPOSURE

The functional currency to which the Group’s operations and assets and
liabilities are denominated is the Hong Kong dollars. The Group has cash
balances that is denominated in the United States dollars, Renminbi and
British Pound. Given that the Hong Kong dollars are pegged with the
United States dollars, there is no currency risk exposure to the United
States dollars. The Board considers that the Group was not exposed to
significant foreign exchange risk, and had not employed any financial
instrument for hedging. The Board will review the Group’s foreign
exchange risk and exposure from time to time and will apply hedging
where necessary.

MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES,
AND PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

There were no material acquisitions or disposals of subsidiaries,
associates or joint ventures during the Year and no future plan for
material investments or capital assets as at 31 December 2018.

SIGNIFICANT INVESTMENTS HELD

Except for investments in the subsidiaries, a joint venture and joint
operations as mentioned in notes 12 and 13 to the consolidated financial
statements, the Group did not hold any significant investments during the
Year.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONTINGENT LIABILITIES

Save as disclosed below, the Group had no other contingent liabilities as
at 31 December 2018:

@)

28

As at 31 December 2018, approximately HK$402,995,000 (2017:
HK$345,803,000) of performance bonds were given by financial
institutions to the Group in favour of the Group’s customers as
security for the due performance and observance of the Group’s
obligation under the contracts entered into between the Group and
their customers. The Group has provided guarantees of the above
performance bonds. If the Group fails to provide satisfactory
performance to their customers to whom performance bonds have
been given, such customers may demand the financial institutions
to pay to them the sum or sums stipulated in such demand. The
Group will then become liable to compensate such financial
institutions accordingly. The performance bonds will be released
upon completion of the contract works.

At the end of the reporting period, the directors of the Company do
not consider it probable that a claim will be made against the
Group.

As at 31 December 2018, the Group has provided guarantees of
HK$214,991,000 (2017: HK$258,493,000) representing a 50%
proportionate guarantee in respect of certain banking facilities of
HK$429,981,000 (2017: HK$516,986,000) granted to its joint
venture in Macau. The 50% proportionate facilities were utilised to
the extent of HK$94,389,000 (2017: HK$87,088,000), of which
amounts of HK$73,530,000 (2017: HK$75,740,000) represent
performance bonds given by financial institutions to the customers
of the joint venture.

The Group has not recognised any deferred income in respect of
these guarantees as their fair values cannot be reliably measured
using observable market data and no transaction price was
incurred.

The subsidiaries of the Group are defendants in a number of
claims, lawsuits and potential claims relating to employee’s
compensation cases and personal injuries claims. The directors of
the Company considered that the possibility of any outflow in
settling the legal claims is remote as these claims are all well
covered by insurance. Accordingly, no provision for the contingent
liabilities in respect of these litigations is necessary, after due
consideration of each case.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLEDGE OF ASSETS

At 31 December 2018, the Group had deposits, amounting to HK$25.04
million (2017: HK$25.01 million), and assignment of project proceeds
from certain construction contracts of the Group and the Group’s joint
venture, that are pledged with banks as security of banking facilities
(including bank loans and performance bonds). Pledged deposits
remained relatively stable between years.

CAPITAL COMMITMENTS

As at 31 December 2018, our Group had capital commitments of
HK$5.50 million (2017: HK$NIl) in relation to leasehold improvements and
purchases of furniture and fixtures.

FUTURE PROSPECTS

Despite the ongoing turbulence in the global political and international
trade environment, upon taking into account the Hong Kong
Government’s commitment to infrastructure investment and its housing
policy of increasing land supply to accommodate growing demand, the
Board is confident with the Group’s future development and will continue
to build on existing competitive strengths to achieve our long term
business objectives.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
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Construction of PublicRental ® @
Housing Development at

Fo Tan (in Sha Tin Areas 16 &

58D) Phase 1 &2
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W DT

CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EHEETHERERMEFTERE

® @ Construction of Public Rental Housing
Development Phases 1 & 2 and Subsidised
Sale Flats Development at Diamond Hill
Comprehensive Development Area
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Kowloon Cultural District Authority
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EHEETHERERMEFTRE
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EHEETHERERMEFTERE

Hong Kong International
Airport Car Park 1
Enhancement Works
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Civil Engineeringand e @
Development Department
Maintenance Contract for
Piers (2017-2022)
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MANAGEMENT DISCUSSION AND ANALYSIS
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MAJOR PROJECTS COMPLETED IN 2018
—E-N\FRANERRE

Highways DepartmentTerm e e
Contract (Management and
Maintenance of Roads in

Kowloon East)
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Maintenance, improvement
and vacant flat refurbishment
for properties managed by
the Housing Authority at
Wong Tai Sin, Tsing Yi, Tsuen
Wan and Islands
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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Sun Fook Kong Construction Grouwn
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CHAPTER 1 ABOUT THIS REPORT

1.1

Introduction

It is the age of development; it is the age of conservation. It is the
epoch of respecting others’ values; it is the epoch of upholding
one’s principle. It is the time calling for delicate balance.

In order to promote social harmony and achieve sustainable
development, business development has to be inclusive and
beneficial to different stakeholders. This is a belief upheld by SFK
Construction Holdings Limited and its subsidiaries (collectively
“SFK” or the “Group”). We realize this belief through high
transparency of operation and communication with stakeholders,
and take various protective measures that render our Hong Kong
be a better place for our future generations.

As a contractor for many large-scale developments, we care deeply
about the environment just as we upkeep the quality of our work,
and we treasure the well-being of the community around us just as
we uphold the safety of our staff and the public. We make all the
effort in our capacity to ensure the utmost well-being of our staff,
our community and our environment.

SFK staff and their family
members participated in
the “Hong Kong
Disneyland 10K Weekend
2018"
FRAEIRERE
miasateitE
10K Weekend 2018 |
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SFK staff and their family members o0
participated in the Flag Day 2018
held by “Care for Your Heart”

HEBEIRERENESH
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® @ The Volunteer Team of SFK
participated in “The
Neighbourhood Advice-Action
Council's Mid-Autumn Festival
visiting volunteer activity”

HEAZIESM
' ' ; [EmEE —
7 —==——2""  Sun Fook Kong Construction Group (8 /0 35 BR300 R KR A5 SE B
EZ=S v B 5 B 8 &% 8§
- oo 7005
—— .
o0 The Volunteer Team of SFK

participated in the “Sun Fook Kong
Green Day” volunteer activity

and enjoyed a meaningful day
with children

HEBRTSH[HMER
BERBR K] RERTERD -
BEPMPARAEREREN—X
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SFK staff supported the Blood o0
Donation Day

FREABEEI-EXFRMA

) SFK site developed an
Aquaponics System with
neighboring primary school

1@ i AR B DR
PNEBRARILESTE

o0 “Green Tung Tau”
Hoarding Decoration
Parent-Child Competition

[RRZ(CERE ] BER
XBFRELE

“E)N\ER | FEEAEREEAERAT
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SFK won the Building Sites (Private o0
Sector) Silver Award in the Construction
Industry Safety Award Scheme

2017/2018

FEAREREET 2 REE
2017/2018 #EFEiE b B
(FLEEH )RS

BN CENETRE T
Davelopment Bureau r.", E

: -4;( D HI LA HT g e

s fHib
llw_'.\"

® ® SFKwon the Bronze Award
in Safety Operational

Device Category in

Construction Safety Week

2018 - Safety Video

Competition 2018 Award

2018 FRIBEIRL2HR
ZEZERIERIEER -

L ) In the 24th Considerate
Contractors Site Award Scheme,

SFK won the Considerate

Contractors Site Silver Award in

Public Works - RMAA Works

F 24 BAEMBESTE
IRIR-#1E - RE ®E
RINZEIRAR  FiEBEE

DE A8 S 4R 48
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SFK staff participatedin o ®
the Hong Kong Marathon

HEEEE2 R
BEBNN

o0 SFK staff participated
in Streetathon

HEBRE2RES
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SFK staff was awarded in SFK @ @
Occupational Health Friendly
Basketball and Football
Award Ceremony

HEBRBENRHMEEHE
REERE ERAEER
RBEER

SFK staff had the
Football Match Final

HRERBET
BRI BHORE
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Sun Fook Kong Group
i "8 w ol

With prudent monitoring and control, and through diligent
management and training, we strive to minimise and mitigate
environmental pollution and nuisance caused to the public in the
vicinity of our project sites, and make zero compromise in
occupational health and safety. We are delighted to say that our
sustained efforts in these respect have been recognised with social
responsibility awards issued by various authorities and
associations.

Appreciating the society’s support to our business growth, SFK
gives support to various non-profit making organisations through
sponsorships and donations. We regularly participate in charity
events and volunteering works via various organisations so as to
make our humble support to the under-privileged and the
unfortunate class of people.

For a better future, we will continue to devote to the society and
vigilantly comply with regulatory requirements, as said by William
Shakespeare, ‘love all, do wrong to none’.

BRI e kEa®mE

SFK staff and their family
members participated in
“The Paramount” Foshan
visiting tour
FERRSBTERERS
— 2 meEL®

[ 188 RIS EEE |
BEZEHHE

AP BR B B B R W 1T B 0 IR B
F > FAREMR A HHMIEE BB RTEK
MRS RAMET  YERERERLZETH
BT - ﬁ%ﬁﬁk%i’%ﬂ_’\ E5 4 )b U=y
BRETBOBSHEESA  BESERERE
BMERZEHSEERR -

RAH S HRMERFREENIR - REES
By RBREX B ZEEEMAL - RAIEHE
BEZEABSERZEHRETTIE U555
%iﬁ&%iaTﬁﬁﬁﬁEMﬂ(éZﬂ

REERFHARR  BRAISEEH LSRR
BYEBMBETEERT  —WEFD TS
PE [ERAA  DBERA] -

Z-—NFR | FTEREEREEER R A 43
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_ a%g H(—/ CHKLC /()f’
i oOlgin CHLC 4.0

mml"wmm

@f//v(vards Ceremony
ékiE#ﬁﬁrﬁﬁﬂﬂﬁﬁ

SFKwas awardedtheHong e @
Kong Corporate

Governance Excellence

Awards 2018

HERBREEBAT
ERE Mg 2018

SFK supported
Drainage Services
Department
Open Day 2018

FiEESH
REEBBMA 2018

® ® SFK's exhibition
booth in Drainage
Services Department
Open Day 2018

HEER
RBEBMA 20182
RE#N
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SFK held SFK Safety & )
Environmental Awards

Scheme 2018
FREABERHEBZER
RIRIEEETEI 2018

oo SFK provided
ICAC seminars to staff
from time to time

BT ERMER L
HSHERET

® @ SFKsupported Job
Shadowing Programme
and provided internship
session for secondary
school students

FEBXEIT/FER
aHE - WREBER
BEEHETHEL
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1.2

1.3

46

Report Compilation Basis

This report is prepared in accordance with the Environmental,
Social and Governance (“ESG”) Reporting Guide (the “ESG
Reporting Guide”) under Appendix 27 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”). The information
disclosed in this report was derived from the results of internal
statistics and analysis of the Group’s internal management
systems.

Scope of Reporting

This ESG report discloses the related initiatives of the Group and its
progress for the reporting period from 1 January 2018 to 31
December 2018.

Based on their significant contributions to the Group, the head
office and the construction sites of the following entities were
selected to be included in this report:

o Sun Fook Kong (Civil) Limited

o Sun Fook Kong Construction Limited
o CEC-CCC Joint Venture

SFK Construction Holdings Limited | Annual Report 2018
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AHERLBEBMERIZMBERDA] ([BER
Pl S ETRAN( EARAND M8 —+ R
BomegRkeEB(RE HERERDHEE
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Actual/expected
Contract completion date Original
Entities Project Client Commencement (Note) Contract Sum
BRI i
ER HE EF GRS TR B FHEEY R ]
i3] (million HK$)
(BEET)
Sun Fook Kong Contract No. 20150248 Construction of  Hong Kong Housing ~ Apr-2016 Jan-2019 1,297
Construction Limited Home Ownership Scheme Authority ZE-RFEMA ZE-NhE-A
MEEEEBRA Development at Choi Hing Road EEFREZE®
AR, - 20150248
VEREERRAERETR
Sun Fook Kong Contract No. 20140269 Construction of  Hong Kong Housing ~ Feb-2015 Mar-2019 1,299
Construction Limited Home Ownership Scheme Authority TR ZE-NE=A
HRBREERAT Development at Sheung Lok Street, EBEEZEE
Homantin
ARG, 20140269
AXEFEEEESE RS
BETR
Sun Fook Kong Contract No. CC/2016/3B/045 Main West Kowloon Cultural - Jul-2016 Apr-2019 1,140
Construction Limited Contract for the Park West Kowloon District Authority ~ —Z—X"%FtH ZZ—-NFMNA
MEEEEBRAT Cultural District Authority AU REER
AH1E%: : CC,/2016/3B,/045
EAXEEERNANAE
FRETRAH
Sun Fook Kong Contract No. TC D973 Term Contract for - Architectural Services ~ Aug-2015 Feb-2019 585
Construction Limited the Design and Construction of Minor ~ Department “E-RENA ZE-NEZA
MEEEEBRAT Works to Government and Subvented EZ£E

Properties for which the Architectural
Services Department is Responsible
for the Government of the Hong Kong
Special Administrative Region
(Designated Contract Area of
New Territories and Outlying Islands
(North))

AH&5: - TCDI73
REEZMEBRTHREAG
B R M BURTRIE N E B e
MY TR ITRA S ER)
AN (ANEER
MARES (L))
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o =7 2 A Parasiii 4+
RE 2 kEaoHmE
Actual/expected
Contract completion date Original
Entities Project Client Commencement (Note) Contract Sum
Bl it
ER HE EF GRS TR B RIGHNLE
(ff3t) (million HK$)
(BEET)
Sun Fook Kong Proposed Subsidised Housing Hong Kong Housing ~ Jun-2017 Jun-2019 464
Construction Limited Development at Junction of Shek Pai~ Society ZE—tERA ZE-NERA
nRBEEERAT Tau Road and Ming Kum Road, Tuen EBEEHE
Mun TMTL545, New Territories
MR PR 545 S R HER R B
BERRARNEZEDRE
BRER
Sun Fook Kong Contract No.: HA-TMC-027 Hospital Hospital Authority Jul-2016 Jun-2019 734
Construction Limited Authority Term Contract for Minor BREER ZE-REER ZE-NERA
MEEEEBRAT Works 2016 for New Territories Fast
and New Territories West Clusters
BHET - HA-TMC-027
BERERRESEH -
R REEEHARA
Bh@aTR
CEC-CCC Joint Venture Contract No. KL/2014/01 Kai Tak Civil Engineering & Nov-2015 Sep-2019 1,947
RETHE — RERE Development — Stage 2 Infrastructure  Development ZZ-1F+—R ZE-NENA
ey Works for Developments at the Department
Southern Part of the Former Runway T AIEAREE
AHNET - KL/2014/01
BERRTE - AiREmE
BRIEANFE2HERREIR
Sun Fook Kong Contract No. 20150597 Construction of  Hong Kong Housing ~ Aug-2016 QOct-2019 3,047
Construction Limited Public Rental Housing Development Authority ZE-RENA ZE-NETA
MEEEEBRAT atFoTan (in Sha Tin Areas 16 & 580) &BEEZ8€
Phase 1&2
BHIESE : 20150697
AR (DHEE 16 R58DE)
E-RE_MAEFRIEALE
Sun Fook Kong Hong Kong International Airport Term Hong Kong International Mar-2015 Mar-2020 151
Construction Limited Contract M297-4 Maintenance, Airport “E-RfF=f ZEZZEF=f
TREEEERAT Improvement and Refurbishment ek

48

Works for Buildings
BEBRBSEHAHIM297-4
BFRE WEREHIRE
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Actual/expected
Contract completion date Original
Entities Project Client Commencement (Notg) Contract Sum
Bl it
1 HE EF Cralle TR AH FHESF kR
(Hzt) (million HK$)
(BBAT)

Sun Fook Kong Contract No. 20169107 DTC for Hong Kong Housing  Apr-2017 Mar-2020 247
Construction Limited Maintenance, Improvement and Vacant  Authority “Z—tFMA ZETZTE=A

MEEEEBRAT Flat Refurbishment for Properties ERERZES

Managed by Property Service

Administration Unit/Tuen Mun and

Yuen Long (1) 2017/2020

AR, - 20169107

ZEFECFCTEEEM

Rt (MEERRE/ M)

- RE HEREEELEH

IRMPRESREH(-)

Sun Fook Kong Contract No. TC E912 Term Contract for - Architectural Services — Apr-2017 Mar-2021 712
Construction Limited the Alterations, Additions, Maintenance ~ Department “T—+EMR —E-—%=A

MBS ERRAT and Repair of Buildings and Lands and 252

Other Properties for which the ASD

(Property Services Branch) is

Responsible (Designated Contract

Area: Hong Kong Island Western,

Southern and Lantau Island)

B8 - TCE92

REEEWEFKR)AEN

BEY - D REMDEET

g Mg REREBEIREN

AN (BOETER -

BEER - mERIAEL)

Sun Fook Kong Contract No. TC E922 Term Contract for - Architectural Services  Apr-2017 Mar-2021 760
Construction Limited the Alterations, Additions, Maintenance ~ Department “T—+EMA —E-—%=R

MEBEERRAT and Repair of Buildings and Lands and 2452

Other Properties for which the ASD

(Property Services Branch) is

Responsible (Designated Contract Area:

Hong Kong Island Eastern and Outlying

Islands (South))

AR - TCE922

REEZ(MEREBR)REL

BEY - D REMDEET

B2 g REREEIRN

EHAN(BHETE - 8BS

RERES(M))
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Actual/expected
Contract completion date Original
Entities Project Client Commencement (Note) Contract Sum
BR At
ER HE EF GRS TR B RIGHNLE
(ff3t) (million HK$)
(BEET)
Sun Fook Kong (Civil) Contract No. CV/2016/09 CEDD Civil Engineering & Mar-2017 Mar-2022 150
Limited Maintenance Contract for Piers Development “Z—+tF=f ZTZZ%=A
gk (EAR)BRAF (2017-2022) Department
AR - CV/2016/09 TAIRERE
IAIREREEGBALEE
BH(ZE—tF -
—T-ZF)
Sun Fook Kong Contract No. 20160605 Construction of  Hong Kong Housing  Aug-2017 Dec-2019 707
Construction Limited Public Rental Housing Development of ~ Authority “E—tFN\A ZE-NETZA
MEBEEEBRAR Tung Tau Estate Phase 8 EEFREZE®
BHET: - 20160605
REBERFSANABERE
BRERETR
Sun Fook Kong Contract No. 20170100 Construction of  Hong Kong Housing ~ Nov-2017 Feb-2020 513
Construction Limited Subsidised Sale Flats Developmentat ~ Authority ZE—+tF+—H ZEZ%EA
HRBEEERAT Hang Kin Street, Ma On Shan Area 90B E8EEZ 8 &
AR 20170100
BHEUFIBREEREEYHERE
B RRABBETR
Sun Fook Kong Meain Contract for Global Graduate Tower Hong Kong University of Dec-2017 Feb-2020 316
Construction Limited for The Hong Kong University of Science ~ Science and ZE—tF+ZA ZZZT4ZA
MBEEEBRAR and Technology Technology
EANBAEHAABSIAN BANRAZ
Sun Fook Kong (Civil) Hong Kong Airport Authority Contract Hong Kong International Sep-2017 Apr-2019 124
Limited C17W002 Car Park 1 Enhancement Airport “T—+tFNA ZE-NEEA
HiEd (LK) BRAA Works BARRKS
BEARSEEBCITW002 24
—REESHETR
Sun Fook Kong Contract No. 20170225 Construction of  Hong Kong Housing ~ Mar-2018 QOct-2022 3,740
Construction Limited Public Rental Housing Development Authority ZE-\F=R ZEZZ%TH
BB EEERAR Phases 1 & 2and Subsidised Sale ~~ EAREZEE

Flats Development at Diamond Hill
Comprehensive Development Area
AR, - 20170225
fRNERLFRERRE
“HARBEREERREREY
HERERRERETR
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Actual/expected
Contract completion date Original
Entities Project Client Commencement (Notg) Contract Sum
BRI i
ER HE EF GRS TR B FHESF kR
i3] (million HK$)
(BBAT)
Sun Fook Kong (Civil) Contract No. 05/HY/2017 Highways Civil Engineering & Apr-2018 Mar 2024 483
Limited Department Term Contract Development “E-\FMA ZEZmE=A
MEE(LR)BRAR (Management and Maintenance of Department
Roads in Kowloon East excluding TARIEARE
Expressways and High Speed Roads
2018-2024)
AR - 05/HY,/2017
REETREH (NERER
(REAERRBARERIN 2
ERRRE_ZE-\F -
—Z-MF)
Note: The expected completion date is determined with reference to the actual work izt : RZT—N\F+ZA=+—H AHETEXKEHILRE

schedule together with our Directors’ estimation based on experience as at 31
December 2018

As indicated in the table above, data and information from 19
projects were included in the preparation of this report. Data
collection and analysis were conducted based on relevant
guidelines or standards, such as ISO 14064 for greenhouse gas
emissions. All numerical data is presented as absolute figures, and
all financial data is reported in Hong Kong dollars unless otherwise
specified. Employees of contractors and subcontractors to whom
we have no direct responsibility are not generally included as part
of our workforce unless otherwise specified.

A detailed ESG content index included at the back of this report
section aims to aid the reader to browse through this report
following the framework of ESG Reporting Guide, and to
demonstrate greater transparency and compliance with ESG
Reporting Guide.

This ESG report section has been approved by the senior
management of the Group. We would like to express our sincere
appreciation to all those who contributed to our corporate
sustainability performance and to the preparation of this Report.

BITEFRRIREESEREEMETE

ft ERPRER - 191EE B 8UR R ERHR BN
W - IR E AT D IRIEIRRIE ol Sz
17+ BIENELE =R A HE MUARE B 1SO 14064 © FTA £
BEEEYUREHERERY  BIESHIER  MTEVE
EIRHABITEY - BRIERBIER - RMHARE R
DEENEERFEERT  BERSEITBREM
8 TR -

BRARE—HEBRONFARRE HERERANR

RO|EESFEEEBERRE LS RERMSIES

7f[ R ARE UETRESBERERETRE - 1
KERMmEES -

AEEHNSREEBEERARE HEREAR
Feo RMBHAMEBHRMOIAAFAEERER
ARENREMELEBOA T REARES -
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CHAPTER 2 SOCIAL RESPONSIBILITY
MANAGEMENT

Not only is SFK dedicated to furnishing clients with quality construction
works, it also values corporate social responsibility by minimizing
environmental impact, and contributing to the sustainable development
of our society. Such a mindset in corporate social responsibility is
integrated into the decisions at all levels of business operation, SFK has
established a comprehensive Corporate Social Responsibility Policy to
explicate our commitments:

We are committed to:

52

Considering the impacts on stakeholders, society, economy during
the environmental decision-making process;

Fully complying with the laws of the country/region where we
operate or where we have signed agreements and respecting
relevant international acts;

Dedicating ourselves to maintain the highest business operation
standards with fair competition and requesting all staff and
business partners to comply with the same;

Following internationally recognised standards, encouraging
compatible environment, respecting and maintaining human rights
and labour rights;

Taking safety and health as the first priority, and providing a safe
and healthy environment to ensure the safety and health of all staff
and affected parties (including the public) at all times of work;

Emphasising environmental protection, taking prevention, reduction
and control of environmental pollution as the prerequisite of our
daily operations;

Reviewing our Corporate Social Responsibility Policy regularly to
find opportunities to make continuous improvements, particularly,
when there are changes to related ordinances and other
requirements; and

Informing all employees of our Corporate Social Responsibility
Policy, regardless as to whether they are directly employed,
contracted or representing us in other means, and allowing the
public to access to this Paolicy.

SFK Construction Holdings Limited | Annual Report 2018
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CHAPTER 3 STAKEHOLDER ENGAGEMENT AND
MATERIALITY ANALYSIS

Stakeholder engagement is a key part of SFK’s social responsibility
management. We engage our stakeholders in various channels to find
out what social and environmental issues matter most to them in order to
improve our decision-making and accountability. Opinions are exchanged
in our regular meetings with clients and subcontractors regarding
environmental, occupational health and safety management. Moreover,
our human resources direction, policies, and practices are also influenced
by our employee engagement.

In particular, SFK conducted a stakeholder engagement survey in
October 2018, specific for the ESG reporting, so as to identify
stakeholders’ key concerns with reference to the ESG Reporting Guide.
Invitations to participate in the survey were sent to clients, suppliers,
contractors, service providers, as well as SFK’s senior management,
management staff and general employees, who were requested to grade
the reporting aspects stipulated in the ESG Reporting Guide depending
on how important they consider these aspects are to SFK or to the
stakeholder groups they are representing.

BRIE

B R EARS

F=E RBHENZEREENSH

FOHEN2EENBELSEEE BN —EFRA
7o BIBEBZEARENEREFNERRBIN
?i@&%%%ﬁtﬂ%ﬂﬁﬁE’Ji?%%ﬁ&ﬁ&'l‘i M

rEREF RS PﬁZF&ﬁE’J BRLXBARRE
BiRiEFEZE fEE’]ﬁﬁ lttﬁl\ CBPNASER

7R BREEBENMXBEMEINSEMPE -

LERHBENNR T —N\F+ AETHREFHHR
S T\i;\.&%ﬂéi&iﬂ’]h@%%ﬁﬂﬁ - AREE R
EF2ERE HENERAREHEINTIERMIMAE -
BREEP - &R - ARE - RISHEENAKLINE
BHEAEREE BEEINR—HBEExTLS2H
HEMMGE - HRE e REAREESINMRE
RS EESMEERREMRRNTNE TR
EEREETHR -

SFK’'s Management #ii& & EHE

Unimportant 14T &#&
0 1 2

Crucial B5#¢
3 4 5

Crucial B5%¢
w

SFK's General Staff and External Stakeholders $ig&t—8 B T RIMBIE1RE

Unimportant 4T/2i&
=

Legend:

Aspect

Al Emissions

A2 Use of Resources

A3 The Environment and Natural Resources
B1 Employment

B2 Health and Safety

B3 Development and Training
B4 Labour Standards

B5 Supply Chain Management
B6 Product Responsibility

B7 Anti-corruption

B8 Community Investment

—E-NFR | FEE

B2
B6
A1, A3, B1,
B3, B4, B5,
B7
A2, B8
HEH -
2
Al HER
A2 ERER
A3 RIERARRER
B1 B

B2 REETE
B3 R R
B4 BT %R
B5 HpERE R
B6 EMEM
B7 REE

B8 HEZE
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The degrees of importance given from all the participants were compiled
to determine the importance of each reporting aspect. To better illustrate
the result, a materiality matrix was prepared by placing each aspect with
regard to its importance grade to the management of the Group and to
other stakeholders, who comprised general staff of the Group and
external stakeholders, such as suppliers and contractors. The aspects
located in the top-right quarter of the material matrix were considered by
both the management of the Group and other stakeholders as material
and were thus reported in this report.

The Health and Safety (B2 aspect) all along is the most significant aspect
concerned by both the management of the Group and other
stakeholders, and it was even graded with higher importance compared
to survey result in 2017. Its perceived importance was followed by B6
Product Responsibility, and then by other aspects with similar importance
such as B7 Anti-corruption, A1 Emissions, etc. On the other hand, A2
Use of Resources and B8 Community Investment were considered to be
relatively least crucial by the stakeholders. All ESG aspects, in general,
were considered by stakeholders to be more important than that in the
previous year. The results signified that stakeholders may have ever
increasingly concerned on our ESG performance.

In general, all aspects were considered to be important by both the
Group and the external stakeholders. The management approaches and
performance were outlined in this report, with emphasis in the aspects
that stakeholders considered more material.

For more information about these material aspects, please refer to “The

Stock Exchange ESG Reporting Guide Content Index Table” in the
Appendix to this report.
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CHAPTER 4 OVERVIEW OF ESG PERFORMANCE

The following management approaches or initiatives, in line with the
direction of social responsibility set forth by the Group, were implemented

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

in 2018.

12 s

Policy or Legal

HtEkEA®RE

FME RIE . ilﬂ:g& Elniﬁﬂr

ATERT AN REAKERENLEEETTE
— % ERZF

—N\FEH -

Subject Areas Aspects Compliance Highlights

Fris g =] BEXDGER RWE

Environmental Emissions v Project Environmental Policy related to the
RIE PERE minimisation of various emissions and

Social — Employment and

LLabour Practices

e —

BERESBETER

Use of Resources

BRER

The Environment and Natural
Resources
IRERRAER

Employment

(]

Health and Safety
EERZZ

T N\FHR | Es

discharge, as well as proper waste
management

BEEREBRBERERDZEHERIIAR
BENEDER

Implementation of Environmental Management
System that complies with ISO 14001 standard
and Energy Management System that complies
with ISO 50001 standard

B 1SO 14001 IRIFEIEHE R I ISO 50001
BERERBRUNE AHAERE

Active participation in BEAM Plus projects
TEIR 2 MR RIRATIH B

Provision of a fair and sound working environment,
as well as a family-friendly employment policy

RELNFREENTIEREARERER SN
EEECE

Implementation of Occupational Health and Safety
Management System that complies with
OHSAS 18001 standard

E i OHSAS18001 B ¥R kT2 12
e B REE

i

ES

Safety and Health Policy Statement with a
guaranteed safety budget of not less than
0.25% of the contract sum of each project

TEREPERIEER  UREFBZZBBHENMER
BEEAAKSERN0.25%

HEEARRA A 55
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tEghERHRSE

Policy or Legal

Subject Areas Aspects Compliance Highlights
Frif g fEE BERHER BE
Development and Training v Establishment of a comprehensive staff
R RS development programme
FEHEEE LTRSS
Provision of training and examination allowance,
as well as examination leave
REEI REARZEUAREHR
Labour Standards 4 Compliance with the Employment Ordinance (Cap.
& TR 57) of Hong Kong
BTEBREGRD(FE57F)
Social — Operating Practices Supply Chain Management v Performance and compliance assessment of
g — EEEN HrEgEERE suppliers and sub-contractors
HEB LD BRRR ARG
Requirements on suppliers to support
environmental-benign initiatives
AR ER S RIFIRETEMAEE
Product Responsibility v/ Implementation of ISO 9001 Quality Management
EmET System
EMISO 9001 BEEEH B XK
Establishment of procedures to respect intellectual
property rights and privacy
R G EMBEELBLOIERF
Anti-corruption v Implementation of Code of Business Conduct
RERE BT %R ~r<PR
Operation of anonymous whistle-blowing channels
REERRMWREB
Social — Community Community Investment v Participation in volunteer services and

HE — &

HERE
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CHAPTER 5 ENVIRONMENT

5.1 Emission Control Management

In this modern epoch, it has always been a delicate task to strike a
balance between development and environmental protection. As a
group with operation primarily in construction business, SFK stands
strong at this frontier to integrate environmental considerations into
our construction operation so as to protect the environment.
Despite all the challenges, the Group is committed to the following
five guiding principles to mitigate impacts relating to air pollutant
emissions, greenhouse gas emissions, noise, discharge into water
and land, disposal of chemical waste, and inert and non-inert
construction waste:

Foresighted Management and Resources Planning

U Ensure that environmental protection is given the highest
practicable priority in all aspects of the works when
discharging the contractual obligations.

. Provide sufficient resources for the implementation of
pollution abatement, waste management and ecological
mitigation.

Rigorous Regulatory Compliance

o Comply with the relevant environmental legislation and
contractual environmental requirements.

. Obtain and renew the necessary environment-related
licences, permits and registrations for our works and services.

Proactive Communication and Education

. Communicate environmental policies to all levels of persons
involved in the works including our employees and
subcontractors.

U Educate and train all persons involved in the works to meet
the legal, contractual and other environmental requirements.

Diligent Enforcement

. Promote and implement environmental management
including greenhouse gas emission to mitigate environmental
impacts.

. Prevent environmental pollution, reduce environmental
nuisances and minimise waste especially construction and
demolition wastes.
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Continuous Monitoring and Improvement

o Review the environmental policy periodically for continuous
improvement in response to changes in the management
procedures, nature of the works and environmental
legislation.

SFK stringently observes the relevant environmental legislation to
ensure the environmental impacts arising from our business are
responsibly managed and mitigated.

. Air Pollution Control Ordinance (Cap. 311)

. Waste Disposal Ordinance (Cap. 354)

o Water Pollution Control Ordinance (Cap. 358)

. Noise Control Ordinance (Cap. 400)

o Dumping at Sea Ordinance (Cap. 466)

o Environmental Impact Assessment Ordinance (Cap. 499)

In the reporting period, the Group was fined for HK$25,000 in
respect of a conviction for violating the Noise Control Ordinance.
Save as disclosed above or otherwise in the annual report, the
Group was in compliance with the relevant legislation and rules
governing air pollutant and greenhouse gases emissions, noise,

discharge into water and land, hazardous and non-hazardous
waste generation in all material aspects.
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Annual Emission Data from Vehicles HRNESFHREE
2018 2017
Pollutants S —E-N\F —E—tF
(9) ©
(=) (%)
Nitrogen Oxides (NOXx) F1E A (NOx) 372,779 277,119
Sulphur Oxides (SOx) A/EHT (SOx) 3,991 3,751
Particulate Matters R F 29,140 21,221

Note: All data of Year 2017 has been updated in this table after data review. Emission
figures were revised to rectify the misinterpretation of the vehicle mileage meter
data of one reporting site.
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Total Greenhouse Gas Emission BERBHENREE
2018 2017
Pollutants SEY —EB-N\F —E—+F
(tCO,-eq) (tCO,-eq)
(ZEtREEME) (Za/tixEEM)
Scope 1 Direct Emission FE1EZEYEN 10,785 4,516
Scope 2 Energy Indirect Emission #HE 2 g REE PN 2,627 2,471
Total #Et 13,412 6,987

Note: FisE -

Scope 1 Direct Emission and the total emission of Year 2017 has been updated in this
table after data review. Emission figures were revised to rectify the misinterpretation of
the vehicle mileage meter data by one reporting site.

tCO,-eq denotes Unit Tonne for comparing the radiative forcing of a Greenhouse Gas
to CO,

We have adopted various good practices to minimize air pollutant
emission at sources. SFK operates non-road mobile machinery
with approval labels or exemption labels to reduce air pollutant
emission. We utilize ultra-low-sulphur diesel in our non-road mobile
machinery and on-road vehicles, and in some instances, even take
further steps to use biodiesel blend to promote sustainability. As a
compliance control, we also regularly conduct laboratory testing to
ensure the fuel we use fulfils contractual requirements.

Many other day-to-day operation practices are also properly
implemented by our site staff. Exposed work areas are covered
with tarpaulin sheets to minimize fugitive dust emission. A water
sprinkler system with timers and sensors is installed on the
construction site to suppress fugitive dust emitted by moving
vehicles and machinery. As a compliance control, we monitor the
dust level (1-hour TSP) to ensure there is no exceedance of the limit
levels due to our site activities. On the other hand, the greenhouse
gas emission intensity in the reporting period was 2.9 tCO,-eq per
million HKD project turnover payment.
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BERARER - MUEAEF —ARSEH TEE2RBREE
HOSH R R

Z&E(riE 2MEREREEERN AR E S RN E
A MEZR

HAIIC BRERZ IR R 4F OHE e AFE TR SR 2 1) BEOR
DPERISEMNGEN - FRABERRERER
HARRIZRAIFERBIEN - D =R
BRI o RIPTEIEE R B B S B R B
o AR AR S - EREERT - EERE
HE—FOER - EREYMRBRERMIAMEER
FEM - (FR—RARES - BATFERET
ER=AHA - URERRMAEROBETAER
HRE e

BFHR TIEABTZEER TRFEEME
BERE: UBKNABRERELIRENRS -
NEERPELRE  BETH EREAER
2 M B RS HBIK R - AR B R R
WATELNGEE - (FR—RARES - HfE
ZIEEKF (1N BT R T8 8) URERIL &
B T B M EBEBREKRF - 5—
T REHANEREREBHREER29
SIMEEW SHEBTAEAELE -

“E-)N\FR | FREEREBBERAA 59



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ooy Yy NN = R
IR 3% ?‘i%‘&%/m#&m
Total Waste Produced BYBEELEE
2018 2017
—E-N§ —E—+F
(tonnes) (tonnes)
(mg) (Wg)
Hazardous Waste BEREEY 4.57 0.99
Non-hazardous Waste HBEREY) 353,497.06 336,536.55
Apart from controlling air emission, we have also adopted various Bzl z= |EERON - RPITERME ER i1

5.2

60

good practices to responsibly manage the generation and disposal
of waste. SFK’s Project Environmental Policy also emphasizes
minimisation of construction and demolition waste as a favourable
direction. To exemplify, we adopt environmental-benign
construction methods and meticulously select construction
materials to minimize generation of waste. For example, we adopt
the reusable and modular site offices and fences that can suit
different construction sites.

Pollution is nothing but the resources we are not harvesting. In the
waste stream that is unavoidable, we segregate recyclable waste
from general waste. Recyclable waste including scrap metal and
waste paper was collected both in the head office and on project
sites. The remaining waste is then responsibly handled and
disposed of, for example, chemical waste and other hazardous
waste are stored in designated areas to minimize any chance of
accidental spillage, and are collected by registered chemical waste
collectors for disposal and treatment in the licensed treatment
facilities. In the reporting period, the intensity of the hazardous and
the non-hazardous waste were 0.00094 and 72.36 tonnes per
million HKD project turnover payment respectively. The significant
change of hazardous waste quantity was due to oil changes in
machinery on one site.

Effective Use of Resources

Conservation means the wise use of the earth and its resources for
the lasting good of humans. SFK’s resources conservation strategy
covers consumption of energy, water and raw materials, and
operates in accordance with our environmental management
system and energy management system that were certified to have
complied with the ISO 14001 and ISO 50001 standards
respectively.

SFK Construction Holdings Limited | Annual Report 2018
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The Group encourages project sites to adopt renewable energy
equipment such as solar heat exchanger for water heaters and
photovoltaic panel for barricade warning lights. Temporary lightings
coupled with motion sensors installed on the sites of building
projects help to reduce the consumption of electricity energy.
Under the Group’s policy, for the purpose of maximizing energy
efficiency, all electrical appliances purchased onsite should have
Grade 1 energy efficiency labels. In the head office, SFK also
encourages energy saving practices in accordance with the
Group’s energy guidelines and the recommended practices from
the Energy Efficiency Office of the Electrical and Mechanical
Services Department, so as to promote energy conservation. The
total energy consumption and the energy consumption intensity in
the reporting period were 40,726,540 kWh and 8,690 kWh per
million HKD project turnover payment respectively.

On top of energy conservation, reducing our water footprint is also
one of SFK’s focus areas given water availability is crucial to human
survival. The Group encourages recollection, reuse and recycling of
greywater on construction sites to minimize freshwater
consumption. As an example, muddy water generated from bored
piling works and washing of construction vehicles was treated
through sedimentation and flocculation in the wastewater treatment
system to allow reuse whenever it is feasible. Efficient sprinkler
nozzles in the sprinkler system were utilized to minimize water
consumption while suppressing fugitive dust emission. In the
reporting period, the water consumption intensity was 90,260 L per
million HKD project turnover payment.

When commissioned to conduct plumbing works, we recommend
our clients to install water efficient facilities and appliances
registered under the Water Efficiency Labelling Scheme (WELS),
such water-efficient practice is also in line with the requirements
stipulated in Building Environmental Assessment Method (BEAM)
Plus certification. Not only are we resources-conscious, we also
strive to motivate our stakeholders to engage in resources
conservation practices.
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Energy Consumption in Different Categories

TEE R sERH

Electricity
Renewable Energy

Liquid Fuel (e.g. Petrol and Diesel)

BN
AT AR
TR BB (520 5 5m R &

Note: Electricity data of Year 2017 has been updated in this table after data review,
electricity consumption figure were revised to rectify the misinterpretation of the
electricity meter data of one reporting site and the scope of data of Year 2018
is expanded to cover liquid fuel.

Total Water Consumption

2018 2017
—EB-N\F —EFE—tF
(mWh) (MWh)
(K FLB) (JKELBS)
5,013.16 3,922.36
0.19 7.06
£38) 35,713.19  Data not available
EHIE
MI5E - E/\gﬁﬁiﬁffﬁ_? tEENRBEERAEARE

A EES - EARSHENAENEELE
E’Ui‘é%ﬁ’eﬁﬁ% Ci = E - N\ FRBIREEREAER
BB -

HWHKE
2018 2017
—E-N\E —ZE—+F
(L) L
(F) ()

Water Consumption K&

Note: Data of Year 2017 has been updated in this table after data review. Water
consumption was also updated to align the volume unit used by two reporting
projects with the others.

The Environment and Natural Resources

We cannot afford to be concerned with only the economic aspect
of projects. There may be adverse impacts on the natural
environment if preventive mitigation measures are not implemented
properly. SFK engages external third-party to review and audit our
environmental management system and energy management
system to ensure the robustness of our management system
complies with the requirements of international standards including
ISO 14001 Environmental Management System and ISO 50001
Energy Management System. Our robust system comprehensively
reviews and addresses material concerns in our operations that
impact the environment and natural resources.
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Amid many measures, pollution abatement, waste management,
resources conservation and ecological mitigation are among the
top considerations in our Project Environmental Policy. Each project
site complies with the requirements stipulated in environmental
permits and monitoring manuals, and follows established waste
management plan in which procedures are stipulated to guide
project staff and sub-contractors to implement the waste
management hierarchy as well as proper handling procedures.
Moreover, the Group’s Energy Policy and Purchase Policy
demonstrates our commitment in energy conservation and the
Group’s support to the adoption of energy efficient technologies.
The Group also actively contributes to the enhancement of Hong
Kong’s building environment by application of local and international
standards such as the BEAM Plus requirements on our project
sites.

CHAPTER 6 PEOPLE

6.1

Employment and Respect for Labour Rights

As a company, SFK is well aware that the cohesive force of our
staff is crucial to our sustainable growth in the market, and is thus
committed to providing a fair and sound working environment to
our employees.

SFK gives paramount importance to ethical and fair employment
practice and equal opportunities by stringently complying with the
relevant legislation including:

o Employment Ordinance (Cap. 57)

o Employees’ Compensation Ordinance (Cap. 282)
. Sex Discrimination Ordinance (Cap. 480)

. Personal Data (Privacy) Ordinance (Cap. 486)

o Disability Discrimination Ordinance (Cap. 487)

Establishing a harmonious workplace where employees is free from
any form of discrimination is the Group’s commitment throughout
all our operations. All employees and job applicants are treated
equally throughout the recruitment and promotion process. The
Group assesses candidates in terms of their qualifications and work
experiences, and will never make any decision based on ethnicity,
gender, disability, family status, religion and political factors, and
other factors that are irrelevant to the job. The Group fully respects
the religious belief, political stance, race, disability, gender, marital
status, age and sexual orientation of our employees as well as job
applicants.
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For a pleasant environment and work-life balance, we are dedicated
to providing our employees with competitive remuneration
packages, reasonable working hours and rest periods. A range of
allowances and bonuses, including year end bonus, overtime
allowances, first-aider or emergency attendance allowance, is also
offered to our employees.

Extending our care to the family members of our employees, we
have also implemented family-friendly employment practices to aid
our employees to balance their work and family affairs. To
exemplify, these practices include marriage leave, maternity leave,
paternity leave and compassionate leave. The Group has also
implemented Breastfeeding Friendly Workplace Policy to
accommodate the needs of breastfeeding employees and their
new-born.

Forced labour, child labour and illegal workers are prohibited in the
Group. We have comprehensive steps in place to regularly review
the employment practices and eliminate undesired practices if
discovered. The Group undertakes due diligence throughout the
recruitment process, including requiring job applicants to provide
personal identity documents for verification of age. Contracts of
employment are signed by the Group and the employees,
explaining and detailing the rights and responsibilities of both
parties. Under no circumstance will we tolerate labour exploitation,
forced labour and child labour.

In the reporting period, the Group was in compliance with the
relevant laws and regulations that have a significant impact on the
Group relating to compensation, dismissal, recruitment, promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare, as well as prevention
of child and forced labour in all material respects.
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Total Work Force (Hong Kong) as at the end of the reporting RBEARNWESEE(FE)
period
Housing
Construction Services Total
BE EF R st

Gender Bl
Male s 1,195 286 1,481
Female pegs 346 513 859
Employment Type EEER
Full-time 2B 1,477 651 2,128
Part-time i 64 148 212
Age Group e 48 Bl
18-30 18-30 468 12 480
31-45 31-45 554 73 627
46-60 46-60 456 392 848
> 61 > 61 63 322 385
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Employee (Hong Kong) Monthly Average Turnover Rate BEAHBREBE(FB)
Housing
Construction Services
=44 EFR#%E
2018 2017 2018 2017
—E-NF —E—+tF —E-NF —E—+F
Gender Bl
Male B 2.3% 2.0% 3.4% 71%
Female 4 1.6% 2.1% 2.8% 5.5%
Age Group FHRAE Bl
18-30 18-30 1.5% 2.3% 11.3% 15.6%
31-45 31-45 2.9% 2.1% 4.0% 13.2%
46-60 46-60 2.1% 1.7% 3.1% 6.3%
> 60 > 60 0.4% 1.8% 2.6% 4.6%
Safety and Health 6.2 ZEHR@EE

Hong Kong is a fast-paced city, but to SFK, faster does not have to
mean riskier. The Group gives paramount importance to safety and
health. As the Group primarily engages in construction business,
we prioritize occupational safety and health in all our works.

SFK gives paramount importance to safety and health by rigorously
complying with the relevant legislation including:

o Factories and Industrial Undertakings Ordinance (Cap. 59)

o Occupational Safety and Health Ordinance (Cap. 509)

Like all effective management systems, our safety and health policy
is actively participated by all levels of management and supervision
staff to explore and implement various approaches to establish a
safe working environment. Safety and health is also treasured by
our clients, SFK always maintains a high standard of safety and
health to meet the expectations of our clients. Not only is our safety
and health policy applicable to our employees, SFK’s
subcontractors are also required to comply with the requirements
diligently.
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The Group has established the Safety and Environmental
Committee, and the Site Safety and Environmental Committee to
oversee and steer the management of occupational health and
safety in our operation. Not only did the committees actively
engage with our employees, but also collaborated with our
subcontractors to effectively implement the Group’s safety
directives and protocols. Regular safety meetings are held between
safety officers and site supervision teams together with the
participation of subcontractor’'s and worker’s representatives to
share the latest information and best practices regarding
occupational health and safety. The regular safety meetings also
form a platform for the various interested parties to express their
views on safety issues.

On top of clear directives and proactive engagement, dissemination
and trainings are also an integral part of our safety management. In
the reporting period, the Group invested approximately
HKD220,000 and approximately 7,000 man-hours in safety training,
providing over 300 safety training courses in 48 topics to staff of
various level. Courses that were frequently provided included safety
training in confined spaces operation, safety supervisors courses,
etc. In addition, quarterly safety bulletins were published internally
to maintain the momentum of safety awareness with news and
events information related to occupational health and safety.
Moreover, SFK has set up a Safety Training Centre to deliver safety
training courses. The Safety Training Centre is recognized by the
Labour Department of the Government as a course provider for
“Mandatory Basic Safety Training Course (Construction Work)” for
Construction Worker under the legislative requirement, proving the
quality and competence of our safety training. The Group also
regularly reviews the needs and commissions our Safety Training
Centre as well as external training bodies to hold safety training
courses to our workers and employees.

As a contractor striving for excellence, we cannot afford to be
complacent with the basics of requiring workers to possess basic
safety qualification, we have taken further steps to require all
foremen to hold a Construction Safety Supervisor Certificate so as
to ensure more effective implementation and supervision of safety
measures.
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Furthermore, we also established internal safety requirements and
targets as below:

o Zero fatal occupational accidents; and

o Less than 0.25 reportable accidents per 100,000 man-hours;
or

o Less than 9 reportable accidents per 1,000 workers.

In the reporting period, the Group maintained the achievement of
zero fatal occupational accident. However, there were 0.38
reportable accident per 100,000 man-hours and 16 reportable
accidents per 1,000 workers, whilst 10,460 man-days were lost
due to work-related injuries. Despite the number being lower than
the accident frequency rate objective set out by the Development
Bureau of the government, we cannot afford to become
complacent about our performance in occupational health and
safety.

In the reporting period, the Group was fined for a total sum of
HK$127,000 in respect of convictions related to two incidents in
violation of the regulations under the Factories and Industrial
Undertaking Ordinance (Cap. 59) on two sites. These two incidents
were considered to be independent and isolated incidents. Save as
disclosed above or otherwise in the annual report, the Group has in
all material respects complied with all applicable laws and
regulations in Hong Kong in relation to providing a safe working
environment and protecting employees from occupational hazards.
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Total Work-related Fatality and Work Injury TEEBNSHR TEEXE
2018 2017

—E-N\EF —E—tF
Work-related Fatality TEEBNEH
Total FEWN 0 0
Rate (RS 0% 0%
Lost Man-Day due to Work Injury IERBBRIBX
Total Bt 10,460 3,336
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Exhibit: Safe use of Gantry Cranes

Gantry cranes are used widely for handling material in construction
industry. Most accidents related to gantry cranes occur during the
lifting activity. The consequences of an accident in connection with
the use of gantry crane can be serious, sometimes fatal. Therefore,
adopting the right method and using the right equipment are
important to greatly minimise potential accidents.

SFK ensures the gantry cranes to be used are tested to ensure
they are in good working condition and all controls, hoist limit
switches, travel limit switches, indicating devices, etc. are in good
condition. Our responsible staff also inspects the hook block and
the safety latch for any nicks, gouges, deformation, etc. Besides,
the wire ropes are examined to ensure absence of any broken
wires, strand distortion, kinks, excessive wear, caging, rust and
other deformations to ensure the strength has not been
compromised. Chains and chain slings are also checked link-by-
link for excessive wear, cracks, bend, stretch, tangle and other
defects.

Our trained operators are also familiar with the proper rigging
methods with considerations of the weight of the load including
lifting gear, the capacity of the hoisting devices, and the safe
working load limit of the lifting gear. When rigging the load, our
operators check the sling angle, and ensure the centre of gravity of
the load is directly under the hook for maximum stability.

When operating cranes and hoists, our operator team checks the
operating environment to make sure that there are no new hazards
which might affect the safe use of the crane, centre the crane
directly over the load before hoisting to avoid any swinging, and
ensure adequate clearances between cranes and fixed objects.
Our operator team clearly communicates before and during lifting,
and uses tag lines to help control the load. The team is also kept
informed of the latest weather information and is authorized to stop
the operations if the weather turns bad.

SFK makes no compromise in safety, and this value is shared by all
of our employees. With such an expertise and attention to details,
our team won the Champion of the Gantry Crane category in the
Construction Industry Machinery Operation Competition held by the
Construction Industry Council.
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Exhibit: Safe Use of Power-Operated Elevating Work
Platforms

Power-operated elevating work platforms have been widely used in
construction industry for work at height. Inappropriate operation of
these machineries can result in serious injuries to workers and
property damage, therefore, SFK values highly the proper
procedures to ensure safe use of these convenient machineries.

We appoint competent personnel to be responsible for the safety of
the power-operated elevating work platforms. Our responsible
personnel take the following steps to ensure the safe work related
to the machineries:

o carry out risk assessment to potential hazards associated
with the operation of a power-operated elevating work
platform, such as the working environment, the ground
condition, and the specifications of the power-operated
elevating work platform;

. plan the operation by identifying and describing the working
locations, scale and duration of the operation, use of access
road and possible route of travelling or moving, and lay down
safe work methods and procedures for the required
operation;

. provide the information, instruction, training and supervision
to the workers and operators if necessary to ensure the
safety plan can be followed effectively; and

U review periodically and evaluate the safety of the operation
and whether adjustment or improvement is required when
there has been a significant change.

Our competent staff is familiar with the pros and cons of various
types of power-operated elevating work platforms and is able to
select a suitable machine designed in accordance with sound and
accepted engineering practices for the nature and location of work.
Our relevant personnel ensure all inspections, tests, repairs,
maintenance and hours of service related to the machine are duly
carried out and documented to ensure the machineries are
operating in a satisfactory condition. We also maintain good
workplace conditions by protecting pedestrians with physically
segregated walkways, maintaining awareness of gradient,
conditions and load-bearing capacity of the ground, taking
precautions with public utilities such as electricity supply lines, as
well as getting latest weather information.
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Thanks to SFK’s robust safety management, quality training and
our employees’ devotion and competence, our competition
representative was awarded with Gold award for Outstanding
Power Operated Elevating Platform Worker in Occupational Safety
and Health in the 19th Construction Safety Competition held by the
Occupational Safety and Health Council.

Education, Training and Career Development

‘Education is the premise of progress, in every society, in every
family.” said the recipient of Nobel Peace Prize, Kofi Annan. In
SFK’s value, education is also the premise of progress in every
corporation. With this belief, we spare no expense in staff education
and training with an objective to create a solid keystone for the
Group’s sustainable development in construction business.

SFK provides comprehensive staff development and training to
deepen and broaden the professional knowledge and technical
skills of our staff. We are committed to providing adequate
opportunities to our staff to acquire job-related trainings and
development, primarily through on-the-job trainings, seminars,
workshops, site visits and formal training schemes approved by
professional institutes. We also support continuing professional
development by providing paid study leave and subsidies for tuition.
Furthermore, we provide examination leave to allow staff to focus
on their qualification development.

6.3
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Full-time Employees Trained ZRFIES
2018 2017

=E2-N\F —ET—tF
Gender 4 Bl
Male Efis 27.0% 28.3%
Female pegis 3.0% 5.6%
Employee Category EEER
Senior Management SREE 56.8% 53.7%
Middle Management R ERE 100.0% 26.3%
Junior Level 4R 4.7% 12.1%
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Average Training Hours Completed Per Full-time Employee

BRI e kEAa®mE

BEE2RESTRIINTHIRH

2018 2017

—E-N\EF —E—tF
Gender Bl
Male B 4.4 3.4
Female pegis 0.4 0.8
Employee Category EEER
Senior Management SR EIE 10.2 4.3
Middle Management R ERE 40.5 4.3
Junior Level SIES 0.6 1.8

CHAPTER 7 OPERATING PRACTICES BLtE BERG

Quality and Compliance Management 71 HEEHAGHEE

7.1

‘Without craftsmanship, inspiration is a mere reed shaken in the
wind.” said Johannes Brahms, a German composer in the
nineteenth century. It is also the notion of SFK to materialize our
work at its finest. We have established and implemented a quality
management system in accordance with the ISO 9001 standard,
which assure quality deliverable to our customers by ensuring that:

. The services and works we deliver to our customers meet the
specifications and requirements of our customers and the
applicable statutory and regulatory requirements;

o The sites under our management and operation follow the
policies and procedures defined in the quality management
system at all stages with the relevant records produced to
substantiate compliance with the requirements;

o We continuously improve our products or services and the
effectiveness of the quality management system to enhance
customer satisfaction; and

o The quality management is given the highest practicable
priority in both all aspects of the contract and discharging our
contractual obligations.

Under the quality management system, our Project Quality Policy
ensures the quality and compliance of all project sites through a
systematic control process in which inspection and testing of the
works are carried out to detect non-compliance, non-compliance is
then subject to rectification and re-inspection until quality
specification is met. In addition, with an aim to further finesse our
work, we highly value feedbacks from all our stakeholders. All
feedbacks from our stakeholders are handled in accordance with
our complaint handling system to ensure complaints can be
resolved in a timely and effective manner.
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The Group has also formulated and established procedures to
respect intellectual property rights, all our installed operating
systems and software were sourced from authorised suppliers or
copyright holders to ensure integrity of intellectual property rights.

Information regarding our clients is also under strict protection
under our internal administration of information technology. We are
also dedicated to protecting the privacy of our employees,
subcontractors and clients according to our code of practice and
the relevant regulations, including the Personal Data (Privacy)
Ordinance (Cap. 486).

The Group will only collect personal data that is necessary to fulfill
the relevant functions and activities. Where the person from whom
personal data is or will be collected, he or she will be informed of
the details and the purposes of the collection on or before the data
is being collected. In the reporting period, the Group was in
compliance with the applicable, rules and regulations governing
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health and safety, advertising, labelling and privacy matters relating 38 A AR Rl BOEAR -
to works and services provided and methods of redress in all
material respects.
Non-compliance and Complaints ERSERIRF
2018 2017
—E-N\F ZE—+F
Total completed works subject to L2 MEFERRIEN
recalls for safety and health reasons 238 T Ti24288 0 0
Number of complaints received at RAFIEMEENTRER
the corporate level relating to AR FE AR IR B B9 X X
works and services 0 0

Supply Chain Management

SFK’s success cannot be achieved on our own, but with a team of
partners with a wide range of expertise. It is important for us to
maintain proactive communication and engagement with our
suppliers and subcontractors so as to effectively manage
environmental and social risks along the supply chain.

With mutual trust and consent with our partners, we implement
comprehensive review and monitoring procedures to ensure our
partners are suitable and competent for our work. SFK selects
subcontractors based on factors including requirements under the
main contract with our customer, previous collaboration experience
and our evaluation of their performance from the list of qualified
subcontractors maintained by us. Addition of new subcontractors
is subject to internal approval process with consideration of their
financial stability, quality of work, past performance and capability
to meet our required quality, schedule, costs, environmental and
safety requirements.

SFK Construction Holdings Limited | Annual Report 2018

7.2

HEEERE

MEANKNBEZERRMNESER  MEF
BERBRZEXABNOBHER - HIFFE
BRFEFER LD RN TEEBREN
AMEAME IR A R R R E R R o

REABEMEBAZHMNEEGAR—HE
B BMERE2EMNEZREERTUERE
MHERARE REBERMOIE - 5
ERZEAZRBES PR REERPZHEE
EBHIETHET « LRI EELERIA RSN
FIREEERT R EENEENRIVEITT
ERE:i¥a) ﬂ?nﬁﬁ'ﬂﬂ[l)\/,\@ﬂm*ﬁﬁﬁtkﬁ LA
ERFENTKETME  TEEEZ - BERR
REINBRMAEACHER R A
RIEREEHTENGEN -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Our subcontractors range from sole proprietorships with several
employees to sizeable companies registered under the List of
Approved Contractors for Public Works and/or the Specialist List of
the Development Bureau, and at least 80 of them have been
working with us for more than ten years. With established
relationship with our subcontractors, we can comprehensively
assess the subcontractors and ensure the consistent quality of our
works.

In line with our selection process of subcontractors, SFK selects
suppliers based on a similar control process. SFK also evaluates
annually all active suppliers and subcontractors in terms of their
performance in quality, safety, environment, financial stability and
resource availability.

On top of assessment and review, we also furnish with our
suppliers and subcontractors environmental and social compliance
training to ensure their understanding and compliance with the
applicable legal and regulatory requirements as well as the specific
project requirements.
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Number of Suppliers as at the end of the reporting period RBERRAEEREB

Region & Number
£ 4=

Hong Kong BE 586

Mainland China Ll N 1

Number of sub-contractors as at the end of the reporting RBERRNN D> EEHEE

period

Region E Number
£ 4=

Hong Kong N 536

Britain i 1

Canada mnex 1
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All successful business stands on the foundation of morality. SFK is
committed to maintaining the highest ethical standard of business
conduct and gives utmost importance to moral integrity and anti-
corruption by adamantly complying with relevant regulation and
legislation such as Prevention of Bribery Ordinance (Cap. 201).

SFK’s internal Code of Business Conduct related to anti-bribery
and unethical and illegal behaviours governs all our employees.
SFK does not tolerate any bribery, extortion, fraud and money
laundering. The Code is effectively conveyed to our employees to
ensure their understanding of and compliance with all the relevant
regulations and codes. In addition, the Group also regularly invite
speakers from the Hong Kong Independent Commission Against
Corruption (“ICAC”) to conduct anti-corruption training. All newly
onboard employees are also required to undergo a ICAC anti-
corruption video training to help them familiarize themselves with
the regulations and codes. In order to ensure our employees to
conduct business fairly and morally, the Group also requires all
employees to declare any conflict of interest at least annually.
Externally, during the festive seasons, we issue notices to our
subcontractors and suppliers to remind them of SFK’s policy that
offering any kinds of advantages or bribes to our employees is
prohibited.

To further safeguard SFK’s moral integrity, as listed in our Code of
Conduct, we have established effective procedures and confidential
whistle-blowing channels to ensure thorough investigation of all
allegations of corruption and ethical impropriety. All complaints
received by the Managing Director via confidential fax or letter are
promptly handled and investigated. Any staff in violation of our
company policies or applicable laws and regulations will be
reported to the ICAC and wherever appropriate, shall be subject to
disciplinary action.

In the reporting period, the Group was in compliance with the
applicable rules and regulations relating to bribery, extortion, fraud
and money laundering in all material respects. No legal case
concerned with corrupt practices was brought against SFK or any
of our employees in the reporting period.
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Total Number of Corrupt Practices
as at 31 December 2018

R=B-NF+=A=+—H
NERITRAR

Number

BE

Number of concluded legal cases regarding
corrupt practices brought against the issuer
or its employees during the reporting period

WEEBENES

CHAPTER 8 COMMUNITY
8.1 Community Participation

‘True charity is the desire to be useful to others with no thought of
recompense.’ said Emanuel Swedenborg, a Swedish philosopher
in the eighteenth century. This belief is also upheld by SFK in our
community participation, and contribution to the community is
necessary for sustainable development of society.

Expressing our support, we offer sponsorships and donations to
various non profit making organisations. We collaborate with social
welfare organisations, charity groups, and community organisations
to co-organise voluntary and charity activities. SFK’s volunteer
team engages and organises our staff to participate in voluntary
activities.

The Group’s administration department and volunteer team
organising committee evaluate the effectiveness of our community
activities and review feedbacks from the community groups through
various channels including e-mails, company website and annual
report to understand the needs of the communities. Based on
these feedbacks, the Group’s sustainability objectives are regularly
reviewed.

Not only does the community participation foster a closer
relationship between SFK and various community organisations, it
also brings our staff members from different departments and
project sites closer to each other, boosting our team spirit to
contribute to the well-being of the Group and the society.
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8.2.1 Voluntary Services

The only way we can serve a higher meaning is by serving
other people. The Group encourages involvement in voluntary
services as one of the many ways to appeal community
participation. SFK’s volunteer team serves our communities
through selfless dedication to a wide variety of subjects in
need, such as elderly, children, as well as people with
disability. So as to extend our reach to those in need, we
collaborate with various social organisations, welfare
organisations and charity groups to organise events and
activities for maximum benefits and impacts.

Amid all our voluntary services in the reporting period, we
partnered with Food for Good to carry out a signature event,
a poon choi luncheon celebrating Master Lu Ban’s birthday,
in Tung Tau Community Kitchen in July 2018. In this
traditional Chinese festival that has deep-rooted in our culture
for thousands of years, not only did senior citizens who joined
the activity enjoy delicious traditional gourmets, they also
received blood pressure checks provided by voluntary
nurses. With joy and harmony, the event promoted the well-
being of our senior citizens, and served as a recurring
reminder of our traditional virtues.

On top of serving elderly, our care also extended to children
with disability. In June 2018, we collaborated with SAHK to
Cco-organize a volunteer activity, “Happy gathering in Party
House”. Our volunteers spent a wonderful weekend morning
with a group of children with development disorder in a
playhouse in Kowloon Bay. Through the activity, volunteers
can understand more about the children’s need, and raise
the corresponding awareness in our society.

SFK spares no expense to foster the culture of volunteering.
In the reporting period, the Group contributed over
HKD110,000 of sponsorship or in-kind sponsorship to
voluntary services. At the same time, our volunteer team
devoted more than 250 man-hours to those in need. Not only
does voluntary work contribute to the communities, it also
discovers and exploits the potential and capability of our
employees.
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8.2.2 Health 8.2.2 2

Health is the greatest asset. Being aware of this, the Group
strives to promote healthy lifestyles and expresses our
concern to the sick.

A total of 115 SFK staff members and their relatives
participated in “10K Weekend 2018” in Hong Kong
Disneyland in November 2018. Disney-Pixar characters from
beloved films such as “Toy Story,” “Monsters University” and
“The Incredibles,” Disney friends and performers cheered
runners on as they raced in and around the theme park along
different race routes. Participation in this event encouraged a
healthy lifestyle to promote work-life balance, and raised fund
for those in need. Part of the donation was designated for
TWGHs Ho Yuk Ching Educational Psychology Service
Centre to provide service for children and youth with special
education needs.

In the reporting period, we also participated in various sports
events to enable our employees to develop their interests and
maintain a healthy work-life balance. We participated in
different sport events, including the Standard Chartered Hong
Kong Marathon 2018, Hong Kong Streetathon 2018, and
Construction Industry Happy Run and Carnival 2018.
Internally, we also organised football and basketball matches
for our employees from the head office and project sites. In
total, more than 600 participants joined these sports events
in the reporting period.

To extend our concern to the sick, the Group also
participated in the “Care for You Heart Flag Day 2018” in
February 2018. 88 SFK staff members and their friends and
relatives joined the event. The Flag Day aimed to raise fund
for cardiac patient support, and comprehensive heart health
and rehabilitation services for patients and the public,
ultimately helping heart disease patients to actively face heart
disease.

We also participated in blood donation activity in June 2018.
Many of our warm-hearted colleagues supported the activities
through blood donation, and contributed to the society with
their actual actions. Besides, we invited different social
workers and paramedics to organise talks for our employees
to promote healthy lifestyles, such as prevention of diseases
and smoking cessation. We also organised site-based
activities on health issues, such as prevention of heat stroke,
basic physical check-up of blood pressure and the body
mass index.
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In the reporting period, the Group contributed over
HKD70,000 of sponsorship to promotion of healthy lifestyles.
At the same time, our staff members and their friends and
relatives devoted more than 1,100 man-hours in activities
relevant to healthy lifestyles.

8.2.3 Environmental Protection

The environment is an integral part of sustainable
development. Not only do we strive for environmental
excellence in our projects, we also attempt to convey
messages of pollution minimization and resources
conservation to the public. In May 2018, we co-organized a
volunteer activity, “Sun Fook Kong Green Day”, with BiciLine
of Tung Wah Group of Hospitals to participate in a workshop
together with 20 children from Tin Shui Wai. In an attempt to
improve the mosquito problem with resource conservation in
mind, SFK’s volunteers and the children made good use of
coffee grounds and wormwood to produce natural mosquito
coils.

We attach great importance to the environmental issues
arising from our daily life. Partnered with Greeners Action, the
Group participated in the Mooncake Box Recycling Campaign
2018 and the Red Packet Recycle and Reuse Campaign
2018 to recycle or reuse wastes generated in our daily life.
Besides participating in environmental activities, four of our
projects were awarded as Good Level in “Wastewi$e”
Certificate from Hong Kong Awards for Environmental
Excellence.

In the reporting period, the Group contributed over
HKD140,000 of sponsorship to promotion of environmental
protection, and our staff members and their friends and
relatives devoted more than 260 man-hours in activities
relevant to environmental protection.
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CHAPTER 9 AWARDS AND RECOGNITION

BAE RERBFHE

HIGHLIGHTS
Award

Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company

REXRHAERE VY 7 BRAM YN

Certificate of Appreciation for Participation of Drainage Services Department January 2018 SFK Construction Holdings
Drainage Services Department Open Day 2018 Ri&E —N\F—A Limited

T2 #2018 R 15 F i B X FR e EREEARAA

Construction Industry Operation Construction Industry Council January 2018 Sun Fook Kong — Biwater
Competition 2017 Champion Team EE¥EET —ZE-N\F—A Joint Venture
— Gantry Cranes Operation Competition

BEEEMRELE017TEERH
— BEFIRREERRIELLE

Construction Industry Operation Construction Industry Council January 2018 Sun Fook Kong — Biwater
Competition 2017 Best Operator of [ES T2 —N\E—H Joint Venture
Gantry Cranes

BEEBMIREL B 2017 REREFIR
REHIRER

Construction Industry Operation Construction Industry Council January 2018 Chit Chueng Construction
Competition 2017 First Runner-up Team 2E¥EZE —N\&—H Company Limited
— Crawler Cranes Operation Competition

S EMMIRELL B 2017 T E KR
— BEHEARERRELE

Construction Industry Operation Construction Industry Council January 2018 Chit Chueng Construction
Competition 2017 Best Sling Team— BEEEE —N\F—A Company Limited
Crawler Cranes Operation Competition

BEEEMIRELB20I7TRERE
B — BRE L ERRELE

Construction Industry Operation Construction Industry Council January 2018 Chit Chueng Construction
Competition 2017 Best Signaler— BEEEE —N\&—H Company Limited
Crawler Cranes Operation Competition

SRR ELLEE 2017

RERRE — BHUE BRI ELE

Construction Industry Operation Construction Industry Council January 2018 Sun Fook Kong
Competition 2017 Second Runner-up BEEEE —N\&—H Construction Limited
Team — Truck Cranes Operation FieEEEaR AR
Competition

S MR ELL E 2017 FEMKMA
— EEABERRIELLE

T-N\FH | FHREEREEAR QA 79
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Award
Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company
RAFRBEHE PEEE ¥ BEAH BRLA
Red Packet Sponsor for Red Packet Greeners Action February 2018 Sun Fook Kong
Recycle and Reuse Campaign 2018 RBITE) - N\F=A Construction Group
R EY E R ARITENI 2018 AL 3T BV & B) e EREE
Certificate of Appreciation for Flag Day Care for Your Heart February 2018 Sun Fook Kong
BELEHARSUEETIASZS R B O HY —E-N\F=A Construction Group
MRBERE
Most Amazing Award 2017 MTR March 2018 Sun Fook Kong
2017 FE &% A E LA — 2485k B —E-N\F=A Construction Limited
et eEgRAT
5 years+ Caring Company Logo The Hong Kong Council of March 2018 Sun Fook Kong Holdings
EESFR A LEE [MARBARE] FHF Social Service —E-N\F=H Limited
BT EREES MRABERERAA
Business for Sustainability 2017/18 Logo The Hong Kong Council of March 2018 SFK Construction Holdings
A REEEDLE2017/18 1256 Social Service —E-N\F=A Limited
BT gRBEBE MRAEREEERAR]
Gold Award (Type | Security Work) for Vocational Training Council, March 2018 Sun Fook Kong Housing
Security Services Best Training Award and Hong Kong Police Force Z—Z—N\F=H Services Limited
2017 Crime Prevention Bureau NRABEFRBERAR
“TE A FERTREHERIE — BEIRE &k BEEBR
SR (B-HRIRLZ AR il EE
Construction Industry Safety Award Labour Department March 2018 Sun Fook Kong
Scheme 2017/18 — Silver Award BT —ZT—N\F=A Construction Limited
REE L 2 2R E12017/2018 — R et e EaRATE
2017/18 Airport Safety Recognition Scheme Airport Authority Hong Kong April 2018 Sun Fook Kong (Civil)
— Role Model Safety Behaviour BEBRSEER —E-)\FHA Limited
201718135 2 F=atat &l A (ER)BRAF
—RHELZ2ITR
2017/18 Airport Safety Recognition Scheme Airport Authority Hong Kong April 2018 Sun Fook Kong (Civil)
— Good Safety Advice BERMISEERER —E2-N\FWMA Limited
20171835 2 5= aTat 2l @ (EAR)BRAR]
—BERTEEZR
2017/18 Airport Safety Recognition Scheme  Airport Authority Hong Kong April 2018 Sun Fook Kong (Civil)
— Corporate Safety Performance Award &S EIE B —E-N\FWA Limited

201718 G L 2Tt — bELE
K
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Award

Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company

RAFRBERE I ¥ BRAY BRLA

Airport Authority Capital Works Department  Airport Authority Hong Kong April 2018 Sun Fook Kong (Civil)

First Quarter 2018 — Site Safety Award EHBEBEIZEER —ZE-N\FWA Limited

WISERREATRI2018F—F e (L) BRAA
— HERL R

Happiness at Work 2018 — Happy Promoting Happiness Index May 2018 SFK Construction Holdings
Company Foundation —FE-N\FhA Limited

O TEM 2018 —FL % BRRAREIREES MRAEREEERAA

Innovative Safety Initiative Award 2018 Development Bureau, May 2018 CEC — CCC Joint Venture
— Safety Operational Device Category Construction Industry Council —ZE—N\FHA AETRR — BEZEEHE
Height Alert System and Road and Hong Kong Construction
Work Uniform Association

2018EIETRL 2] — WRIRERE BHRB - BEXES
HERIIBR = R 40 T I il AR EERERS

Construction Safety Week 2018 Safety Development Bureau and May 2018 CEC — CCC Joint Venture
Video Competition — Lifting and Plant Construction Industry Council —Z—N\FHA KETE — EZEEZEHE
Operation Item: Silver Award ERBMEEEZE
(Safe Lifting Simple as Cooking)

BEELT2E2018 L2 EHLE —

RE NI ERR 282
(RE2RE[ZIHELDFA)

Construction Safety Week 2018 Safety Development Bureau and May 2018 CEC — CCC Joint Venture
Video Competition — Construction Construction Industry Council —ZE—N\FHA AETE — BEREHE
Safety Related Innovative Video Item: EREAMBEXES
Silver Award ("Y" Chin Strap)

BEELT2E2018 L2 EALE —

Tih 2 EBANAIERE R
RAECTY” RUIEAS)

Construction Safety Week 2018 Safety Development Bureau and May 2018 Sun Fook Kong
Video Competition — Repalir, Construction Industry Council —ZF—/\FH A Construction Group
Maintenance, Alterations and Additons R BMEBEXES et REREE
Works ltem: Silver Award (Just For You)

BEELEFA018 LR LE —

#is - RE - BRERMBEIERR
REE(2BIR)

24th Considerate Contractors Site Award Development Bureau May 2018 Sun Fook Kong

Scheme — Silver Award EEE —E-N\FhA Construction Limited

F2AEREMB AR — RE

—E-NFR | HEER
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Award
Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company
RAFRBEHE PEEE ¥ BEAH BRLA
The 7th Outstanding Corporate Social The Mirror Post Cultural July 2018 SFK Construction Holdings
Responsibility Award Enterprises Co Ltd —N\F+tA Limited
FrEALPETSEER FHUEBERARAF] MEEEREEBR AR
19th Construction Safety Forum and Award Occupational Safety and July 2018 Sun Fook Kong
Presentation Best Safety Enhancement Health Council —ZFE-N\F+tAH Construction Limited
Program for Work at Height — BELZE2RER iR EEEERAR
Silver Award
ETNEREELEH LRI
EEREIERENETE — RE
19th Construction Safety Forum and Occupational Safety and Health  July 2018 Sun Fook Kong
Award Presentation Best Safety Culture Council —E-N\F+tA Construction Limited
Site — Merit Award BELZERER FEBEEERA
BT NEREEL 2N ZTGERE
RELZEXEHE — BRE
19th Construction Safety Forum and Award Occupational Safety and Health  July 2018 Sun Fook Kong
Presentation Best Safety Culture Project Council —N\FtH Construction Limited
Manager/Site Agent — Merit Award BEL2EER A EEERAR
FETNEREERENPZCERBERE
ZENCTEB KR/ HREE — BRE
19th Construction Safety Forum and Award Occupational Safety and Health  July 2018 Sun Fook Kong
Presentation Outstanding Power Council —E-N\F+tA Construction Limited
Operated Elevating Platform Operator BELZ2RER A EEERAR
— Gold Award
BETNEREEZ 2D ZTEERERE
BNRIEARERIEE — 2%
19th Construction Safety Forum and Award Occupational Safety and Health ~ July 2018 Sun Fook Kong
Presentation Outstanding Metal Council —N\F+tA Construction Limited
Scaffolder — Silver Award BELERER MRBEEERAA
E+NEREEREHDZEERERE
BRI — R
19th Construction Safety Forum and Award Occupational Safety and Health  July 2018 Sun Fook Kong
Presentation Outstanding Metal Council —N\F+A Construction Limited

Scaffolder — Merit Award

ETNEREERE2NZTRERTEES

TEWMRT — BEK

BEZ2RER
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Award

Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company
RAFRBERE I ¥ BRAH BRLA
Safety Performance Award 2018 — West Kowloon Cultural District ~ August 2018 Sun Fook Kong

Zero Accident Award Authority —N\FENA Construction Limited
TR RHE 2018 — BHEHURER AAXERERR MEBEEaRAT
Safety Performance Award 2018 — West Kowloon Cultural District ~ August 2018 Sun Fook Kong

Best Model Foreman Authority —N\FNA Construction Limited
RZERHE 2018 — HER&AHETL BAXIEREER B e EaRAT
Safety Performance Award 2018 — West Kowloon Cultural District ~ August 2018 Sun Fook Kong

Best Model Worker Authority —N\FNA Construction Limited
ZERRHE 2018 — HERHIR AAXERERER e EaRAT
Safe Project Team Award 2018 — The Lighthouse Club September 2018  Sun Fook Kong

Certificate of Appreciation (Hong Kong) —N\ENA Construction Limited
22 TI2AA EKHE2018 — FAr Rize (FE) MiEBEEERAT

The 17th Hong Kong Occupational
Safety & Health Award OSH
Enhancement Program Award —
Gold Award “Tailor-made Working
Platform (TWP) for Precast Facade
Lifting Operation”

FTTtEEFERELZREN BL@ENE
HAKRE — R(EFHEHBTIEFR)

The 17th Hong Kong Occupational
Safety & Health Award Work Safe
Behaviour Award — Silver Award

BT tEEBBELZEHEREKR T
ZERITRAE — R

Good MPF Employer Award
BRI EF R

Hong Kong Star Brand — Enterprise Award

BEEQRME-RE

Certificate of Appreciation for Mooncake

Box Recycling Campaign 2018
ABtEEYCRTT8) 2018 F=7Tk

Occupational Safety and Health\ September 2018

Council

BEXLZ2RER

T—-N\FNA

Occupational Safety and Health  September 2018

Council

BEZ2RER

Mandatory Provident Fund
Schemes Authority
TEEIEER

R BIER

Hong Kong Small and Medium
Enterprises Association

BT RBAE

Greeners Action

RRBITE

—N\FNA

October 2018

—N\F+H

November 2018
—N\F+—A

November 2018
—N\FE+—A

T-N\FR | FERE

Sun Fook Kong
Construction Limited

HEsEERARAR

Sun Fook Kong Housing
Services Limited
MEBEFREARAA

SFK Construction Holdings
Limited

et EREEBR AR

SFK Construction Holdings
Limited

MEEEREEBR AR

Sun Fook Kong Group
TesEE
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Award
Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company
RAFRBEHE PEEE ¥ BEAH BRLA
2017/18 Family-Friendly Employers Award ~ Family Council December 2018  SFK Construction Holdings
Scheme Family-Friendly Employers, REZE —N\F+=ZH  Limited
Special Mention (Gold) Award and A RREEBRAR
Awards for Breastfeeding Support
2017/2018 FERE A & & X Rt 2
REREREZR  FhET(258) -
ISR TR I 52
Hong Kong Corporate Governance The Chamber of Hong Kong December 2018 SFK Construction Holdings
Excellence Award 2018 — Honourable Listed Companies ZZ—\F+=ZAH Limited
Mention BEBELTAREE e EEREEBR AR
2018 /AN AEREME — FFhIZERT
The 9th HK Corporate Citizenship Program Hong Kong Productivity Council December 2018 Sun Fook Kong
Recognition Logo BRBEENRER —Z—)\F+=H  Construction Group
BENEBEBLERARZFEH et EREE
Social Capital Builder Logo Award Labour and Welfare Bureau December 2018  Sun Fook Kong
HEERH) NI BITRENRB —\&E+=-H  Construction Group
MRAEREE
CHAPTER 10 LOOKING AHEAD B+E RE
Foresight is a critical adaptive strategy for times of rapid changes. #REHAZMER  SEEBS ABERNEE
Through proactive communication with various stakeholders including the 15 - BREBIERBER TP EAMNZ EFH

authority and our clients, we maintain vigilant of the latest development of
the industry and the expectations from our stakeholders, and strive to
create value for our stakeholders through prudent management of
material environmental and social aspects.

SFK will explore cost-effective technologies and methods to further
improve our quality of works as well as achieving better safety and
environmental management, and simultaneously, continue our prudent
monitoring and control mechanism. Our pioneer adoption of Building
Information Modelling (BIM) in the project management was proven to be
effective and successful. The BIM envisages virtual construction of a
facility, thus reduces uncertainty, improves safety, resolves problems,
and simulates impacts. Critical information can be input into the model
before beginning construction, offering opportunities to facilitate products
delivery on a just-in-time basis and pre-fabricate or pre-assemble some
systems off-site to minimise waste generation. We expect more of our
upcoming projects will adopt BIM process as an integral part of our
project management.
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At the same time, we will also look for opportunities for family-friendly
initiatives to strengthen the cohesiveness of our team to provide
professional and quality services and works. Progress is not automatic.
Every step toward the goal requires commitment, devotion, and exertion;
and it is our responsibility to get ourselves ready for the challenges to

come.

APPENDIX THE STOCK EXCHANGE ESG
REPORTING GUIDE CONTENT INDEX TABLE

HKSE ESG Reporting
Guide
BRATERIR HER

BRI e kEAa®mE

R BATEARERS
FIEER N RRR )+ LATR M

tEl=

SO S DA Inia T
EENSRERELTIE-

iﬁ*iiEﬂ?EHTa HEEZENENT —FHF R
CEREB N MBEMEEERZEEHEZ DL
Mgk BXMEER HERELBEES
NBE®REIE
Description Chapter
i g E=1:1]

ERWmEE

A.  Environmental

A RIE
Aspect A1: Emissions
BEAT :

General Disclosure

—REE

KPI A1.1

RASEAE BIEIZ AT A

KPI A1.2

FASAERIEIRAL.2

KPI A1.3

FASRAERIEIRA1.3

Information on:
(@ the policies; and
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to air
and greenhouse gas emissions, discharges into
water and land, and generation of hazardous and
non-hazardous waste.
ERERMBEREYR - MK RLHOEES BER
BEEZVHNEESH
(a) BR: &
(o) ETHEITABEATZENRBEE RPN ER o

The types of emissions and respective emissions data.

PEpiE SR K AR R BE R BUE -

Greenhouse gas emissions in total (in tonnes) and, where
appropriate, intensity (e.g. per unit of production
volume, per facility).

RERBAYENSE (LAEETE
S5 - BERIETE) °

) K& (@A) BE (A EE

Total hazardous waste produced (in tonnes) and, where
appropriate, intensity (e.g. per unit of production
volume, per facility).

FEERZEEEEE (CAEAE) R(ER) BE
(MAEBEEEMN - BERETH) °

T-N\FR | FERE

Chapter 5.1 Emissions Control
Management

51 BHEIEHIE

Chapter 5.1 Emissions Control
Management
5.1 EHERIESIE IR

Chapter 5.1 Emissions Control
Management

5.1 EHEREHIE

Chapter 5.1 Emissions Control

Management

51 B UL E

EEREBEARA A
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HKSE ESG Reporting Description Chapter
Guide
BXERE 8k 3t i1
ERWMERES
KPI A1.4 Total non-hazardous waste produced (in tonnes) and, Chapter 5.1 Emissions Control

86

RASEAE BIEIZA1.4

KPI' A1.5

RSB RMIEIRA1E

KPI'A1.6

PSR UG TR A1.6

where appropriate, intensity (e.g. per unit of production

volume, per facility).
FrEEEEREEYEAS (AETE

BE=8N -  BFHERMAE) -

3) K (W@ ) B E (A 2A

Description of measures to mitigate emissions and results
achieved.

OB EHE D E B b M TS AR ©

Description of how hazardous and non-hazardous wastes
are handled, reduction initiatives and results achieved.
HIMEEFENBEREYN L  REEFEENEHR

RPATISHR -

Aspect A2: Use of Resources

MmA2 : EREFEA
General Disclosure

— R EE

KPI'A2.1

RSB IR IR A2.1

KPI A2.2

RSB IEIRA2.2

KPI'A2.3

FASAE IR A2.3

KPI' A2.4

RRERIERA2.4

SFK Construction

Policies on the efficient use of resources, including energy,
water and other raw materials.

BRERER (BREER - KREMERME)ABEK

Direct and/or indirect energy consumption by type
(e.g. electricity, gas or oil) in total (kWh in ’000s) and
intensity (e.g. per unit of production volume, per facility).
% *E*'EIJ YEERE R SEEER(WE - |aoh)
BRE (ATRETREE) MNEE (MAFES S -
#Eamﬁ#

Water consumption in total and intensity (e.g. per unit of
production volume, per facility).

BIKERBE(MUASESEMN - BEREE

Description of energy use efficiency initiatives and results
achieved

B R0 A e 5T B PTG ACR -

Description of whether there is any issue in sourcing water
that is fit for purpose, water efficiency initiatives and
results achieved.

I SREGE KR LR B AR RE -
FTEIR PSR -

AR T+ Rk e

Holdings Limited | Annual Report 2018

Management

5.1 EHERIESIE IR

Chapter 5.1 Emissions Control
Management

51 EBIEHE

Chapter 5.1 Emissions Control

Management

A BHUIEHE

Chapter 5.2 Effective Use of
Resources
52EE=RAER

5.2 Effective Use of Resources

52ZR&IR

5.2 Effective Use of Resources

52=RER

5.2 Effective Use of Resources

52EMER

5.2 Effective Use of Resources
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HKSE ESG Reporting Description Chapter
Guide
BERATIRIR - HER i i1
EalEE
KPI A2.5 Total packaging material used for finished products (in Not applicable as our operation

W

tonnes) and, if applicable, with reference to per unit
produced.

BRI mFTRABEMEIMNRE (AT E
BEEBMEE -

RRERMIEIRA2.5 3) & (aniE )

Aspect A3: The Environment and Natural Resources

BEA3 : RIERRAER

General Disclosure Policies on minimising the issuer’s significant impact on
the environment and natural resources.

— R BIRBEITAHRBERRARAERERKEATENBR
KPI'A3.1 Description of the significant impacts of activities on

the environment and natural resources and the actions
taken to manage them.

¥ B EBHHIRBERRARERNBE RN E KR
EEEHETENTE -

BSR4 RUIE 1R AS.1

Social

e

Employment and Labour Practices

EERSTIER

Aspect B1: Employment

BB : EfF

General Disclosure Information on:

(@ the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare.

—RIXE B
@ BX: R
b) BTFHETABERZENEBEHEZAFRE - B
REF - TIERE - RYP - FEHE 2t R
AR DA e A 55 48 SR AR MO AR R AR SR DI B Y
KPI B1.1 Total workforce by gender, employment type, age group

and geographical region.

does not involve significant use of

packaging material

B TNES - HRBRIETER
RE-LRBEME

5.3 The Environment and Natural
Resources
53R R RAELR

5.3 The Environment and Natural
Resources

53RFNRAEIR

6.1 Employment and Respect for
Labour Rights

BIMENBEEY

e
*’Enﬁ

6.1 Employment and Respect for
Labour Rights
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HKSE ESG Reporting Description Chapter
Guide
BERATIRIR - B8R i i1
Bl EE
KPI B1.2 Employee turnover rate by gender, age group and 6.1 Employment and Respect for

88

RASAE ISR B1.2

geographical region.

RIER - FERAR BB D HERIRKL X -

Aspect B2: Health and Safety

EmB2: @RERE

General Disclosure

—RR IR

KPI B2.1
RS AE RIS B2.1

KPI B2.2
FABARIEIRB2.2

KPI B2.3

FRERIEREB2.3

Information on:

(@ the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
providing a safe working environment and protecting
employees from occupational hazards.

FRRHZ2TERRIREREBPBEEFEEN

@ BX: R

b) BTFTHETAEEAZENHEERLROINER -

Number and rate of work-related fatalities.

ATERERMILTH AR LK o

Lost days due to work injury.

AIGBEATIERE -

Description of occupational health and safety measures
adopted, how they are implemented and monitored.

HE IR PR AN A B R (R R ER Y 245 0 - LA RARRARIT X
BEETE -

Aspect B3: Developing and Training

[ETBS : R &IET|
General Disclosure

—RE

KPI B3.1

RS AE IER B3 A

SFK Construction

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training
activities.

BRI EEBIT TIERE M AH LR BR
RAIEFEE

The percentage of employees trained by gender and
employee category (e.g. senior management, middle
management).

EMRIREEERN (NS REERE  PREBES)
oM IMEEEB DL -
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Labour Rights
BIMEREELBER

6.2 Safety and Health

6.2 Safety and Health
6.2 R T HEE

6.2 Safety and Health
6.2 % 2 H{#E

6.2 Safety and Health

6.2 L5 HiERE

P

6.3 Education, Training and
Career Development

6.3% 5 - WA RBEER

6.3 Education, Training and
Career Development
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HKSE ESG Reporting Description Chapter
Guide
BXERE 8k 3t =6
ERWMERES
KPI B3.2 The average training hours completed per employee by 6.3 Education, Training and

RS RUIE1R B3.2

gender and employee category.

RIUERREBERNE D BRREETKEIINFHRE -

Aspect B4: Labour Standards

[Em B4 : & T %8|
General Disclosure

—fRIER

KPI B4.1

AR B IR IZ B4.1

KPI B4.2

FRSREMIEIRB4.2

Operating Practices

EEED

Information on:

(@ the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
preventing child and forced labour.

BRAN LE T aoa s Th)

@ BX R

b) BTHETAGEAZENHBEERLROIOER -

Description of measures to review employment practices
to avoid child and forced labour.

R RIIE Bl A R BT RIS T -

Description of steps taken to eliminate such practices
when discovered.
BN ZRENR R ERABERFTRERE LR o

Aspect B5: Supply Chain Management

JEHBS -
General Disclosure

— PRI R

KPI B5.1
BB AE N IE1R BS. 1

KPI B5.2

FASAE AN IR1R B6.2

HrEREE

Policies on managing environmental and social risks of the
supply chain.
EIRHERANRE Rt g RMEGE

Number of suppliers by geographical region.

miEE S MHEERHE -

Description of practices relating to engaging suppliers,
number of suppliers where the practices are being
implemented, how they are implemented and
monitored.

B REEENED - mERITEBENN
HEEHEE ARAREINIITRERAE -

Career Development
6.3H 5 « HilRBEER

6.1 Employment and Respect for
Labour Rights

BARENBEEL SRR

6.1 Employment and Respect for
Labour Rights
BIMEREEL IR

6.1 Employment and Respect for

Labour Rights
BIMEREELHER

7.2 Supply Chain Management

72 EEEE

7.2 Supply Chain Management
72 EBER

7.2 Supply Chain Management

T2 EBE R
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HKSE ESG Reporting Description
Guide

BERATIRIR - B8R i
Bl EE

Chapter

Aspect B6: Product Responsibility

[EMB6: EmEE
General Disclosure

—RRIEE

KPI B6.1

B 4E RS 1R B6.1

KPI B6.2
FABARIETR B6.2
KPI B6.3
RSN IE15B6.3
KPI B6.4
B AE N IE15B6.4
KPI B6.5

RS AE IR 1R B6.5

Information on:

(@ the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
health and safety, advertising, labelling and privacy
matters relating to products and services provided
and methods of redress.

ERMRHERNBSEHRERZS B  BHRA
BB E L R RUTER
@ EE: R

b) BFHETABEAZENEBEIRELROIER -

Percentage of total products sold or shipped subject to
recalls for safety and health reasons.

EEXDEXREMEAHPEL S BRI AMmAR K
ERia

Number of products and service related complaints
received and how they are dealt with.
BN EMMIREHIRFEE A REEHFE

Description of practices relating to observing and
protecting intellectual property rights.
ot B 4 o T ARPR AN EERE R RV AB B

Description of quality assurance process and recall
procedures.
HilE SR T RERERBBERT -

Description of consumer data protection and privacy
policies, how they are implemented and monitored.

fE & E ERHRE RALBBUR - RABERITR
m:L/T\z“E/f
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Management
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7.1 Quality and Compliance
Management
TIEEHESRERE

7.1 Quality and Compliance
Management
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7.1 Quality and Compliance
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HKSE ESG Reporting Description
Guide

BERATIRIR - HER i
EalEE

Chapter

Aspect B7: Anti-corruption

BHEB7 : RE)S
General Disclosure

Information on:

(@ the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
bribery, extortion, fraud and money laundering.

—REE B IRER 9% - MEFRTRED

(@) ﬁ%'&

b) ETFHETABEAZENEMEREAROINER -
KPI B7.1 Number of concluded legal cases regarding corrupt

RS 48 BIEIZ B7.1

KPI B7.2

A AE BIEIZBT.2

Community

o

practices brought against the issuer or its employees

during the reporting period and the outcomes of

the cases.
REFRPRNEETASEEERET EEENETHA

RUEE MFRER -

Description of preventive measures and whistle-blowing
procedures, how they are implemented and monitored.
By SR b R R IRAR T - A RAEBIRIT REER A o

Aspect B8: Community Investment

[EEBS : HEIFE

General Disclosure

Policies on community engagement to understand
the needs of the communities where the issuer operates
and to ensure its activities take into consideration
the communities’ interests.

—MRIREE B RBER T REEMELETEENEREER
EEEE R R SABGR
KPI B8.1 Focus areas of contribution (e.g. education, environmental

FASEAE N IE R BB

KBI B8.2

RAs B WIE1EBS8.2

concerns, labour needs, health, culture, sport).
EIEREE(HE  REFE  HIFTK-
- 8F)-

f#RE - X

Resources contributed (e.g. money or time) to the
focus area.

EEIBEMPAER (WS ERERE) -

7.3 Moral Integrity and
Anti-corruption

7.3 Moral Integrity and
Anti-corruption

7IERBEERE

>

7.3 Moral Integrity and
Anti -corruption
BREAEERER

8 Community Participation

81t £

8 Community Participation

81t £l

8 Community Participation

81t £ Hd
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CORPORATE GOVERNANCE PRACTICES

The Board recognises that corporate governance practices are crucial to
the smooth, effective and transparent operation of a company and its
ability to attract investment, protect the rights of shareholders and
stakeholders, and enhance shareholder value. The Company is
committed to achieving and maintaining a high standard of corporate
governance and leading the Group to attain better results and improve its
corporate image with effective corporate governance procedures.

The Company has adopted the code provisions set out in the Corporate
Governance Code (the “CG Code”) under Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”). The Board is of the opinion that the Company has complied with
all the code provisions, except for the deviation from provision A.2.1 and
C.2.5 of the CG Code during the Year.

According to provision A.2.1 of the CG Code, the roles of chairman and
chief executive officer should be separate and should not be performed
by the same individual. The Company does not have a chief executive
officer and such role has been assumed by the managing director of the
Company. Mr. Chan Ki Chun is the chairman and the managing director
of the Company. In the view that Mr. Chan has been assuming day-to-
day responsibilities in operating and managing the Group since 1999, the
Board believes that it is in the best interest of the Group to have Mr.
Chan taking up both roles for effective management and business
development. Therefore, the Board considers that the deviation from
provision A.2.1 of the CG Code is appropriate in such circumstances.

According to code provision C.2.5 of the CG Code, the Company should
have an internal audit function. The Company does not establish a
standalone internal audit department, however, the Board has put in
place adequate measures to perform the internal audit function in relation
to different aspects of the Group. In 2018, the Company appointed an
external internal control adviser to perform periodic review of our internal
control system to evaluate the effectiveness and formulate plans and
recommendations for improvement of our internal control measures and
policies. It is intended to review the effectiveness of the Group’s material
internal controls so as to provide assurance that key internal control
measures are carried out appropriately and are functioning as intended.

Notwithstanding the above, the Board is of the view that this
management structure is effective for the Group’s operations and
sufficient checks and balances are in place. The Board will continue to
review its corporate governance practices in order to enhance its
corporate governance standard, to comply with regulatory requirements
and to meet the growing expectations of the shareholders of the
Company and investors.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance duties
as set out in the provision D.3.1 of the CG Code, which include (a) to
develop and review the Company’s policies and practices on corporate
governance; (b) to review and monitor the training and continuous
professional development of the Directors and senior management of the
Group; (c) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements; (d) to develop,
review and monitor the code of conduct and compliance manual (if any)
applicable to the employees of the Group and the Directors; and (e) to
review the Company’s compliance with the CG Code and relevant
disclosures in the corporate governance report as set out in the annual
report of the Company.

The Board is performing the abovementioned corporate governance
functions throughout the Year.

THE BOARD

The Board is committed to providing effective and responsible leadership
for the Company. The Directors, individually and collectively, must act in
good faith in the best interests of the Company and the Shareholders.
The Board has established three Board committees (the “Board
Committees”), being the audit committee (the “Audit Committee”), the
nomination committee (the “Nomination Committee”) and the
remuneration committee (the “Remuneration Committee”), to oversee
different areas of the Company’s affairs.

Board composition

The Board currently consists of seven directors, comprising four
executive Directors, and three independent non-executive Directors (the
“INED(s)”). As at the date of this report, the Board of the Company
comprises the following Directors:

Executive Directors

Mr. CHAN Ki Chun (Chairman and Managing Director)
Mr. CHAN Chor Tung

Mr. YUNG Kim Man

Mr. YEUNG Cho Yin, William

INEDs

Mr. LAM Leung Tsun

Mr. JIM Fun Kwong, Frederick
Mr. CHAN Kim Hung, Simon
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The composition of the Board reflects the necessary balance of skills and
experience desirable for effective leadership of the Company and
independence in decision making. The biographies of the Directors (and
their relationships, if any) are set out in the “Biographical Details of
Directors and Senior Management” section of this annual report, which
demonstrates a diversity of skills, expertise, experience and qualifications.
Save as disclosed therein, there are no financial, business, family or other
material or relevant relationships among the members of the Board.

Each of the executive Directors has entered into a new service agreement
with the Company for a further fixed term of three years with effect from
10 December 2018, unless terminated by the respective Director or the
Company in accordance with the terms of the service agreement. Under
the code provision A.4.1 of the CG Code, the INEDs should be appointed
for a specific term. Each of the INEDs has entered into a letter of
appointment with the Company which shall last for a period of three
years with effect from 10 December 2018, subject to early termination
by the INED or the Company in accordance with the terms of the letter of
appointment.

Throughout the Year, the Board has at all times met the requirements of
Rules 3.10(1) and (2) of the Listing Rules relating to the appointment of at
least three INEDs with at least one INED possessing appropriate
professional qualifications, or accounting or related financial management
expertise.

The three INEDs represent more than one-third of the Board, the
proportion of which is higher than what is required by Rule 3.10A of the
Listing Rules whereby INEDs of a listed issuer must represent at least
one-third of the board. The Board believes there is sufficient
independence element in the Board to safeguard the interest of the
Shareholders.

Independence of the INEDs

The role of the INEDs is to provide independent and objective opinions to
the Board, giving adequate control and balances for the Group to protect
the overall interests of the Shareholders and the Group. They serve
actively on the Board and Board Committees to provide their
independent and objective views. All the INEDs are free from any
business or other relationships with the Company.

The Company has received written annual confirmation of independence
from each INED in accordance with Rule 3.13 of the Listing Rules. The
Company has assessed their independence and concluded that all the
INEDs are independent within the meaning of the Listing Rules.
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Board Diversity Policy

Pursuant to the CG Code, the Board has adopted a board diversity
policy. The Company recognises and embraces the benefits of diversity
of the Board members. While all Board appointments will continue to be
made on a merit basis, the Company will ensure that the Board has a
balance of skills, experience and diversity of perspectives appropriate to
the needs of the Company’s business. The nominations were made in
accordance with the nomination policy of the Group and selection of
candidates will be based on a range of objective criteria with due regard
for the benefit of diversity of the Board including, but not limited to,
gender, age, cultural and educational background, experience
(professional or otherwise), skills and knowledge.

Functions of the Board and Management

The Board is primarily responsible for establishing the overall strategies of
the Group, setting objectives and business development plans, assuming
responsibility of corporate governance and monitoring the performance
of senior management.

The management, under the leadership of the managing director of the
Company, is responsible for implementing the strategies and plans
established by the Board and reporting on the Group’s operations to the
Board on a regular basis to ensure effective performance of the Board’s
responsibilities.

All the Directors have separate and independent access to the Group’s
senior management to fulfill their duties. Independent professional advice
can be sought to assist the relevant Directors to discharge their duties at
the Group’s expense upon their request. In accordance with code
provision C.1.2 of the CG Code, all the Directors have been provided
with monthly updates on the Group’s performance and financial position
to enable the Board as a whole and each Director to discharge their
duties.

Continuing Professional Development

In compliance with code provision A.6.5 of the CG Code, training, briefing
and updates on the latest development of the Listing Rules in connection
with the environmental, social and governance reporting, internal control
and risk management and other applicable regulatory requirements have
been provided to each Director during the Year to ensure compliance
and enhance their awareness of good corporate governance practices.
All the Directors have participated in continuous professional
development to develop and refresh their knowledge and skills in these
respects, and have submitted their training records to the Company.
Continuing briefings and professional development for the Directors will
be arranged whenever necessary.
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The individual training record of each Director during the Year is
summarised below:

FA - BEFERIOHEABICELMIT -

Attending training course(s)/
reading materials

Name of Director BEEH SERIEYIRE,HEER
Executive Directors HITES

Mr. CHAN Ki Chun PRELE o4 v
Mr. CHAN Chor Tung PR R AL v
Mr. YUNG Kim Man BREIX At v
Mr. YEUNG Cho Yin, William BRELE v
INEDs BIFHTES

Mr. LAM Leung Tsun MRERE v
Mr. JIM Fun Kwong, Frederick EERIEE v
Mr. CHAN Kim Hung, Simon R %0 2 S A v

Board attendance

Code provision A.1.1 of the CG Code prescribes that at least 4 regular
Board meetings should be held in each year at approximately quarterly
intervals with active participation of majority of directors, either in person
or through other electronic means of communication. Accordingly, the
Board will schedule to have at least four regular meetings in a year. Other
board meetings will be held if necessary.

During the Year, a total of 4 Board meetings and one annual general
meeting (the “2018 AGM”) of the Company were held and the attendance
records of the respective Directors at the Board meetings and the 2018
AGM are set out below:

ESgHEBR

EEERTAZTAMRXEAIIGRTE  SFEX
HEFERRELARNAEHNESZTESRE A%
BEETHASIBBHME T AMAT AL EES
He o[t EFERTHESFELERNAERE
#oWMAKE  RTHMEMEESSH -

FR ARABEBTTHAESTS SRR AR
RAFRg([ZZE—N\FRREFAE]) BHE
EHFESEERR T \EREBEAEMND
HEFIWT

Attendance/Number of
meetings during the Year

FRHERE BREHRRE

Board Meetings the 2018 AGM
—E-N\E
Name of Director BEHR EEees BRRBEAS
Executive Directors HITES
Mr. CHAN Ki Chun PRBUZ LA 4/4 11
Mr. CHAN Chor Tung PRIEH LA 4/4 11
Mr. YUNG Kim Man BRI EE 4/4 1/1
Mr. YEUNG Cho Yin, William BRELEE 4/4 11
INEDs BYkHITES
Mr. LAM Leung Tsun MRESLE 4/4 11
Mr. JIM Fun Kwong, Frederick EREAE 4/4 11
Mr. CHAN Kim Hung, Simon ek 4Rl 2 5T A 4/4 11

96 SFK Construction Holdings Limited | Annual Report 2018



CORPORATE GOVERNANCE REPORT

DIRECTORS’ AND OFFICERS’ LIABILITIES

The Company has arranged appropriate insurance coverage on
Directors’ and officers’ liabilities in respect of any legal actions that may
be taken against the Directors and senior management arising out of
corporate activities. The insurance coverage is reviewed on an annual
basis by the Company.

BOARD COMMITTEES

The Board has established three Board Committees to oversee specific
aspects of the Group’s affairs and assist the Board in the execution of its
responsibilities. Each of these committees has specific written terms of
reference which clearly outline the committee’s authority and duties, and
which require the committee to report back on its decisions or
recommendations to the Board. All Board Committees are provided with
sufficient resources to discharge their duties, including access to
management or professional advice if considered necessary.

Audit Committee

The Company has established the Audit Committee on 19 November
2015 with written terms of reference in compliance with Rule 3.21 of the
Listing Rules and code provision C.3 of the CG Code. The Audit
Committee consists of three INEDs, namely Mr. Jim Fun Kwong,
Frederick, Mr. Lam Leung Tsun and Mr. Chan Kim Hung, Simon. Mr. Jim
Fun Kwong, Frederick has been appointed as the chairman of the Audit
Committee, and is the INED with the appropriate professional
qualifications.

The primary duties of the Audit Committee are, among other things, to
assist the Board by providing an independent view of the effectiveness of
the financial reporting process, risk management and internal control
systems of the Group, to monitor relationship with external auditor of the
Group, to review the Group’s financial information, to oversee the audit
process and to perform other duties and responsibilities as assigned by
the Board.
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The members of the Audit Committee should meet at least twice a year.
During the Year, the Audit Committee has held 3 meetings, during which
the Audit Committee has, inter alia, reviewed the continuing connected
transaction of the Group; the external auditor’s statutory audit scope for
2018 and their independence; the consolidated financial statements of
the Group for the year ended 31 December 2017 and for the 6 months
ended 30 June 2018, including the accounting principles and practices
adopted by the Group, as well as the risk management and internal
control systems of the Group. The attendance records of the respective
members of the Audit Committee at its meetings are set out below:

ERZBERBEEFELHAEMA - R BRZ
BECAM=-XRE#  TERIAKENERE
WEBUM  AEERBE—T—EF+-_A=1—
HIEFERHEZZE-N\FRA=THIREAN
HAEMBRE  BRAKERKN S EREED
UEASEEREEENIFEFER - ARABZRZ
BB LR ERNEHINIT

Attendance/Number of
meetings during the Year

FRHBERE BREHLIE

Mr. JIM Fun Kwong, Frederick (Chairman)
BRI SEE (FE)

Mr. LAM Leung Tsun

MRESTSE

Mr. CHAN Kim Hung, Simon

ok &I 2 A

Remuneration Committee

The Company has established the Remuneration Committee on 19
November 2015 with written terms of reference in compliance with Rule
3.25 of the Listing Rules and code provision B.1 of the CG Code. The
Remuneration Committee comprises two INEDs, namely Mr. Chan Kim
Hung, Simon and Mr. Jim Fun Kwong, Frederick and one executive
director, namely Mr. Yeung Cho Yin, William. Mr. Chan Kim Hung, Simon
has been appointed as the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee are, among other
things, to establish and review the policy and structure of the
remuneration for the Directors and senior management and make
recommendations on remuneration packages of Directors and senior
management. Details of the remuneration paid to the Directors and the
five highest paid employees are set out in notes 8 and 9, respectively, to
the consolidated financial statements in this annual report.

Details of the remuneration of the members of the senior management by
band for the Year are set out below:

3/3
3/3

3/3

FMEES
ARARR_E—AF+—AtTAARIHEMEES -
WHRIE £ RIS 3.25 ik R REAT RIS B.A 5RET
VERBRELE FHZEEAMBBIULIERTE
ERBERERER L EER - BRTEEHEE
FEMRK - RRUEELEBRZERTHEREIE -

FHZBEMEIZRAER/ (KT ) flELRTE
ELRRAEEENHFIBRLRE  IREERS
RERBNHFMGTERIEEZR EERAERSH
ATEHFBFED BISNAF RS SRR TS
K9 e

FARREREBKENHIEEFSHIOT

Number of individual

Remuneration band (HK$’000) HFMEE(TExT) AB
0-1,000 0%£1,000 1
1,000-2,000 1,000 £ 2,000 8
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The members of the Remuneration Committee should meet at least once
a year. During the Year, the Remuneration Committee held 1 meeting,
for, inter alia, reviewing the remuneration packages for individual Directors
and senior management and making recommendations to the Board.
The attendance records of the respective members of the Remuneration
Committee at its meetings are set out below:
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Attendance/Number of
meetings during the Year

FREERE BREIRH

Mr. CHAN Kim Hung, Simon (Chairman)
BRI ST (F/E)

Mr. JIM Fun Kwong, Frederick
EEEE

Mr. YEUNG Cho Yin, William

Nomination Committee

The Company has established the Nomination Committee on 19
November 2015 with written terms of reference in compliance with code
provision A.5 of the CG Code. The Nomination Committee consists of
one executive director, namely Mr. Chan Ki Chun and two INEDs, namely
Mr. Lam Leung Tsun and Mr. Chan Kim Hung, Simon. Mr. Chan Ki Chun
has been appointed as the chairman of the Nomination Committee.

The primary duties of the Nomination Committee are, among other
things, to review the structure, size and composition (including the skills,
knowledge, experience and diversity of perspectives) of the Board at
least annually and to make recommendations to the Board on the
appointment or re- appointment of the Directors and succession planning
for the Directors, and to assess the independence of the INEDs.

The members of the Nomination Committee can call for a meeting
anytime when it is necessary. During the Year, the Nomination Committee
held 1 meeting and has, inter alia, reviewed the structure, size and
composition of the Board and assessed the independence of the INEDs.
The attendance records of the respective members of the Nomination
Committee at its meetings are set out below:

11
1/1

1/1

REZEES
ARBR_F-—RFE+—A+NHAKIERZES
WREBEGCEERTAFEAS K L EMBESHE - 18
FERBEEH BT ESRBEITEEMMEBII
MITEEMREEERRBIELEAR - REDFSE
ERRERRXZERIRE -

REZBENIZBAR(ETEB) 2LE8F 5
EEgMRE  RERAK (BN - ME - &R
REZTETE) RREERERZTEERESET
AERERERLES  RAGBIFRTESK

B -
REZBENBARVERNEREREHS - FR - 12
FLEGEAFR—REHE  TERNEZSNRERE

RERER LT EBIIFRTEENBELE - R
REHFERAZEEEHOLEEIINT

Attendance/Number of
meetings during the Year

FRHERE BREHIE

Mr. CHAN Ki Chun (Chairman)

BREUZ SR (F/E)
Mr. LAM Leung Tsun

MERIE LA
Mr. CHAN Kim Hung, Simon

PBR&IHE S

11

11

1/1
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Nomination Criteria

In evaluating and selecting any candidate for the directorship, a number
of criteria should be considered, including:

. skills, knowledge, experience and professional expertise which are
relevant to the operations of the Group;

o diversity aspects under the board diversity policy of the Group;

. willingness and ability to devote adequate time to discharge duties
as a member of the Board and/or Board committee(s) of the
Company;

o character and integrity;

o for INEDs, whether the candidate would be considered independent
with reference to the independence guidelines set out in the Listing
Rules; and

o any potential contributions that the candidate can bring to the
Board.

Nomination Procedures

The Company has put in place the following director nomination
procedures:

Appointment of director

(i) If the Nomination Committee determines that an additional or
replacement director is required, the Committee may take such
measures that it considers appropriate in connection with its
identification and evaluation of a candidate, including internal
promotion, referral from directors, shareholders, management,
advisors of the Company and external executive search firms.

(i)  The Nomination Committee may propose to the Board a candidate
recommended or offered for nomination by a shareholder of the
Company as a nominee for election to the Board and the
appointment or re-appointment of directors and succession
planning for directors is subject to the approval of the Board.
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On making recommendation, the Nomination Committee may
submit the candidate’s personal profile and a proposal to the Board
for consideration. In order to be a valid proposal, the proposal must
clearly indicate the nominating intention and the candidate’s
consent to be nominated and the personal profile must incorporate
and/or be accompanied by the full particulars of the candidate that
are required to be disclosed under the Listing Rules, including the
information and/or confirmation required under Rule 13.51(2) of the
Listing Rules. If the candidate is proposed to be appointed as an
INED, his or her independence shall be assessed in accordance
with the factors set out in Rule 3.13 of the Listing Rules, subject to
any amendments as may be made by the Stock Exchange from
time to time.

The Board shall observe the Board Diversity Policy and shall,
subject to merit and suitability, continue in its endeavours to
introduce more diversity into the Board, taking into account
professional experience and qualifications, gender, age, cultural
and educational background, and any other factors that the Board
might consider relevant and applicable from time to time towards
achieving board diversity.

Re-election of director

U

(i)

When a retiring director, being eligible, offers himself for re-election,
the Board shall consider and, if consider appropriate, recommend
such retiring director to stand for re-election at a general meeting.
A circular containing the requisite information on such retiring
director will be sent to the shareholders of the Company prior to a
general meeting in accordance with the Listing Rules.

If an INED is subject to the re-election, the Nomination Committee
and/or the Board will also assess and consider whether the INED
will continue to satisfy the independence requirements as set out in
the Listing Rules.

Each proposed appointment or re-election of a Director shall be
assessed and/or considered against the criteria and qualifications
set out in the Nomination Policy by the Nomination Committee
which shall recommend its views to the Board and/or the
Shareholders for consideration and determination.

The Board will from time to time review the nomination policy and monitor
its implementation, as appropriate, to ensure its continued effectiveness
and compliance with regulatory requirements and good corporate
governance practice.

(i)

(v)
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10
of the Listing Rules. Having made specific enquiries of all the Directors,
each of the Directors confirmed that he has complied with the required
standards set out in the Model Code during the Year.

Pursuant to Rule B.13 of the Model Code, the Directors have also
requested any employee of the Company or director or employee of a
subsidiary of the Company who, because of his office or employment in
the Company or a subsidiary, is likely to possess inside information in
relation to the securities of the Company, not to deal in securities of the
Company when he would be prohibited from dealing by the Model Code
as if he were a Director.

COMPANY SECRETARY

Ms. Tang Yuen Wah, Rity is the company secretary of the Company.
Please refer to the section “Biographical details of Directors and Senior
Management” of this annual report for her biographical information. All
Directors have access to the company secretary to ensure that the Board
procedures and all applicable laws, rules and regulations are followed.

During the Year, Ms. Tang has completed not less than 15 hours of
relevant professional training as required under Rule 3.29 of the Listing
Rules by attending the continuing professional development programmes
as well as seminars covering regulatory updates and professional
knowledge about company secretary duties organised by professional
bodies.

FINANCIAL REPORTING

The Board acknowledges its responsibility to prepare the Group’s
consolidated financial statements for each financial year which give a true
and fair view of the Group’s state of affairs, results and cash flows and in
accordance with the relevant accounting standards and principles and
the disclosure requirements under applicable laws and regulations in
Hong Kong. In preparing the consolidated financial statements of the
Group for the Year, the Company has selected appropriate accounting
policies and has applied them consistently based on prudent and
reasonable judgements and estimates. The Board considers that the
Group has adequate resources to continue in business for the
foreseeable future and is not aware of any material uncertainties relating
to any events or conditions which may affect the business of the Group
or cast doubts over the Group’s ability to continue as a going concern.
Accordingly, the Board has continued to adopt the ongoing concern
basis in preparing the consolidated financial statements for the Year.

The responsibilities of KPMG, the external auditor of the Company, with
respect to financial reporting are set out in the section headed
“Independent Auditor’s Report” in this annual report.
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EXTERNAL AUDITOR AND AUDITOR’S
REMUNERATION

KPMG, certified public accountants (the “Auditor”) has been appointed
as the external auditor of the Company. During the Year, the fees paid/
payable to the Auditor in respect of its services provided to the Group is
set out as follows:

_\LIL/\—/-\-\

= B A

PN

7B iy 5

S B 4 B Bl 5t 43 By Bl 57 B

XS EBH S ST ([ 12800 ) BR T
RARRSNEFAZERED - FA - SAAABED A ANEE R
MREREEN B ERERIMT

Fees paid/payable
during the Year
FREN
ENEA
(approximate
HK$000)
(BEHTHET)

Audit of annual financial statements
Review of continuing connected transactions
Review of internal control

Ealakgesd

EFEMBRE
EHREEERS

3,403
55
156

3,614

The amount of fees charged by the Auditor generally depends on the
scope and volume of the Auditor’s work.

There was no disagreement between the Board and the Audit Committee
on the selection and appointment of the external Auditor during the Year.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board has overall responsibility for the Group’s risk management and
internal control systems and oversee management in the design,
implementation and monitoring of the risk management and internal
control systems.

The Board is responsible for evaluating and determining the nature and
extent of the risks it is willing to take in achieving the Group’s strategic
objectives, and ensuring that the Group establishes and maintains
appropriate and effective risk management and internal control systems.
The Board is also responsible for reviewing from time to time the
effectiveness of the Group’s risk management and internal control
system, including the adequacy of resources, staff qualifications and
experience, training programmes and budget of the Group’s accounting,
internal audit and financial reporting functions.

Clear roles and responsibilities are assigned to different level of
management within the Group. Management of the Group is responsible
for designing, implementing and monitoring risk management and internal
control systems, and is responsible for identifying, analysing and
prioritising risk for further consideration by the Board, and ensuring that
the risk monitoring and control system are working effectively and risk
mitigation actions are implemented within business units.
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The Board has reviewed the effectiveness of the internal control and risk
management systems of the Group, covering all material controls,
including financial, operational and compliance controls and risk
management functions on an ongoing basis. Based on the result of the
review in respect of the Year, the Directors considered that the internal
control and risk management systems of the Group are effective and
adequate.

The Group has established a set of risk management and internal control
policies and measures covering various aspects of its operations
including, but not limited to: (a) revenue and receipts; (b) capital
expenditure management; (c) purchases, expenses and payments; (d)
human resources and payroll; (e) treasury management; and (f) financial
reporting. These policies and measures are to ensure that proper
accounting records are kept so that reliable financial reporting can be
provided, effectiveness and efficiency of operation can be achieved,
compliance with applicable laws and regulations and safeguarding of
assets can be maintained.

The Board is also of the view that safety, as part of loss control
management, is a vital part of the construction business worldwide, and
if not managed properly, it can be extremely costly not only in human
terms, but also in monetary terms. Therefore, safety is treated as the
highest priority during the delivery of our services with emphasis on
hazard management and risk assessment.

The Group has established safety manuals and project safety plans to
ensure that all workers at our construction sites are well aware of all our
stipulated safety requirements. In addition, qualified safety officers and
safety supervisors, all of them registered under Factories and Industrial
Undertakings (safety officers and safety supervisors) Regulations and
approved by the Labour Department in Hong Kong, are deployed to
monitor and implement our safety system in each construction project.
The Company has been accredited and continuously re-accredited with
ISO 14001 and OHSAS 18001 certifications in respect of our
environmental management system and occupational safety and health
management system. As a result, the Board is satisfied that these
measures are adequate and effective to promote a safer and healthier
environment for the workers at our construction sites.

For the handling and dissemination of inside information, an inside
information handling policy is in place to enable the Group to handle
inside information and, where required, communicate with the Group’s
stakeholders in a timely manner.
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SHAREHOLDERS’ RIGHTS AND COMMUNICATION
WITH SHAREHOLDERS

The Company aims to, via its corporate governance structure, enable all
the Shareholders an equal opportunity to exercise their rights in an
informed manner and allow all the Shareholders to engage actively with
the Company. Under the bye-laws of the Company (the “Bye-Laws”), the
shareholder communication policy and other relevant internal procedures
of the Company, the Shareholders enjoy, among others, the following
rights:

Participation at general meetings

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. An annual
general meeting of the Company shall be held in each year at the place
as may be determined by the Board. Each general meeting, other than
an annual general meeting, shall be called a special general meeting (the
“SGM”).

Convening of SGM and Putting Forward Proposals at
General Meetings

Pursuant to bye-law no. 58 of the Bye-Laws, the Board may, whenever it
thinks fit, call SGMs. Any one or more of the Shareholders holding at the
date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings of
the Company shall at all times have the right, by written requisition to the
Board or the secretary of the Company, to require a SGM to be called by
the Board for the transaction of any business specified in such requisition;
and such meeting shall be held within 2 months after the deposit of such
requisition.

If within 21 days of such deposit the Board fails to proceed to convene
such meeting, the requisitionists themselves may convene a meeting in
accordance with the Bye-Laws.

Right to Put Enquiries to the Board

Shareholders have the right to put enquiries to the Board. All such
enquiries shall be in writing and sent by post to the principal place of
business of the Company in Hong Kong for the attention of the company
secretary of the Company.

Shareholders may also make enquiries with the Board at the general
meetings of the Company.
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Procedures for Nomination of Director

Any Shareholder who wishes to nominate a person to stand for election
as a director at general meeting of the Company, the following
documents must be validly served on the company secretary at the
Company’s principal place of business in Hong Kong (43/F, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong) or to the branch
share registrar of the Company (Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong), provided that the minimum length of the period,
during which such documents are given, shall be at least seven days and
that (if such documents are submitted after the despatch of the notice of
the general meeting appointed for such election) the period for lodgement
of such documents shall commence on the day after the despatch of the
notice of the general meeting appointed for election of director and end
no later than seven days prior to the date of such general meeting:

(i) notice in writing signed by the Shareholder of his/her intention to
propose such person for election (the “Nominated Candidate”);

(i) letter of consent signed by the Nominated Candidate of his/her

willingness to be elected; and

(i)  the biographical details of the Nominated Candidate as required

under Rule 13.51(2) of the Listing Rules for publication by the

Company.

CONSTITUTIONAL DOCUMENTS

There has been no change in the Company’s constitutional documents
during the Year. The Memorandum of Association of the Company and
the Bye-Laws are available on the websites of the Stock Exchange and
the Company.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

BOARD OF DIRECTORS
Executive Directors

Mr. Chan Ki Chun (formerly known as Chan Kin Chung), aged 62, was
appointed as a director of the Company and chairman of the Board on
24 October 2007 and has been an executive director since then. Mr.
Chan is also the managing director of the Group and a director of various
of our subsidiaries. He is primarily responsible for overseeing and
planning the business strategies and the overall management of the
Group. Mr. Chan has over 39 years of experience in the construction
industry and has participated in various foundation, substructures,
building works, drainage and bridge works. Mr. Chan joined the Group in
March 1989 and was appointed as a director of Sun Fook Kong (Civil)
Limited (an indirect wholly-owned subsidiary of the Company) in January
1993 and Sun Fook Kong Construction Limited (an indirect wholly-owned
subsidiary of the Company) in January 1995. He has participated in
various significant projects of the Group including the Central
Reclamation Phase I, the West Kowloon Corridor and the Hong Kong
Disneyland Resort project. Prior to joining the Group, Mr. Chan joined
OVE ARUP & Partners Hong Kong Limited, a company which provides
consulting services in building design, civil engineering and industrial
construction where he was primarily responsible for civil engineering
related works, from June 1979 to February 1989.

Mr. Chan is also a director and (in the case of PRC-established
companies) the legal representative of most of the subsidiaries of Sun
Fook Kong Group Limited, a controlling shareholder of the Company.

Mr. Chan is a registered professional engineer in civil and geotechnical
engineering by Hong Kong Engineers Registration Board and a member
of the Institution of Civil Engineers in the United Kingdom and the Hong
Kong Institution of Engineers. Mr. Chan holds a bachelor’s degree in civil
engineering from the University of Alberta in Canada. He is father of Mr.
Chan Yau Ming, a member of the senior management of the Company.

Mr. Chan Chor Tung, aged 62, was appointed as a director of the
Company on 1 July 2014 and has been an executive director since then.
He is an executive director of our construction and civil division since
January 2017 and is primarily responsible for overseeing, planning,
estimating, tendering and subcontracting of our projects. He is also a
director of several of our subsidiaries and joint ventures. Mr. Chan has
over 28 years of experience in the building and construction industry. Mr.
Chan joined the Group in April 1990. Prior to joining the Group, Mr. Chan
served as a civil engineering estimator of Shui On Civil Contractors
Limited, a building contractor company, and was primarily responsible for
negotiation, planning and programming for tendering from 1989 to 1990.
Mr. Chan is a member of the Chartered Institution of Civil Engineering
Surveyors in the United Kingdom, a member of the Royal Institution of
Chartered Surveyors in the United Kingdom and a member of the Hong
Kong Institute of Surveyors. Mr. Chan holds a bachelor’s degree in civil
engineering from the National Cheng Kung University in Taiwan.
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Mr. Yung Kim Man, aged 57, was appointed as a director of the
Company on 1 July 2014 and has been an executive director since then.
He is an executive director of our construction and civil division since
January 2017 where he is primarily responsible for the overall monitoring
and management of projects in the construction and civil division of the
Group and safety and environmental issues. In July 2018, Mr. Yung was
appointed as director of Sun Fook Kong Construction Limited and Sun
Fook Kong (Civil) Limited (both being indirect wholly-owned subsidiaries
of the Company).He is also a managing director of Chit Cheung
Construction Company Limited (an indirect wholly-owned subsidiary of
the Company) since 1 June 2011 where he is responsible for its overall
management and a director of various of our subsidiaries. Mr. Yung has
over 34 years of experience in the construction management and civil
engineering industry. Mr. Yung joined the Group in October 1990. Prior
to joining the Group, Mr. Yung worked with Cheng Kwan Construction
Co., Ltd from June 1984 to October 1990, where his last position was a
site agent and he was primarily responsible for tendering, budgeting,
subletting, subcontractors liaison, cost control and claim submissions.

Mr. Yung is a member of the American Society of Civil Engineers and the
Hong Kong Institution of Engineers. Mr. Yung holds a diploma in civil
engineering from the Hong Kong Baptist College (now known as the
Hong Kong Baptist University), a bachelor’s degree in building
engineering (construction engineering and management) from the City
University of Hong Kong and a master’s degree of science in construction
project management from the City University of Hong Kong.

Mr. Yeung Cho Yin, William, aged 57, was appointed as a director of
the Company on 1 January 2015 and has been an executive director
since then. He is the chief financial officer of the Group since June 2007.
He is also a director of SFK Housing Services (China) Limited (an indirect
wholly-owned subsidiary of the Company), High Horse Holdings Limited
(an indirect wholly-owned subsidiary of the Company) and Consent
Consultants Limited (an indirect wholly-owned subsidiary of the
Company). He joined us in November 1993 and since then he is primarily
responsible for our overall financial and accounting management of the
Group. Prior to joining the Group, Mr. Yeung served as an accountant of
Kwan, Wong, Tan and Fong BDO (now known as Deloitte Touche
Tohmatsu), Certified Public Accountants, from July 1987 to November
1993 where he specialised in their audit practice. Mr. Yeung holds a
professional diploma in accountancy from The Hong Kong Polytechnic
(now known as the Hong Kong Polytechnic University).
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Independent Non-Executive Directors

Mr. Lam Leung Tsun, aged 62, was appointed as an independent non-
executive director of the Company on 19 November 2015. Mr. Lam was
previously appointed as our independent non-executive director in
January 2008 in anticipation of the proposed listing of the Company and
he subsequently resigned in July 2008 as the proposed listing did not
proceed due to the volatile market conditions at that time. Mr. Lam has
over 32 years of management experience. He is presently the sales
director of Niche-Tech (Hong Kong) Limited, an advanced materials
supplier for the semiconductor and microelectronics industries.
Previously, Mr. Lam worked as the general manager of Atmel Asia
Limited, a subsidiary of Atmel Corporation (Nasdag: ATML), a company
listed on the NASDAQ Stock Exchange, which is principally engaged in
the design and manufacture of Semiconductor solutions, where he was
responsible for overseeing the operations of the company.

Mr. Lam received a higher diploma in production and industrial
engineering from the Hong Kong Polytechnic in Hong Kong (now known
as Hong Kong Polytechnic University) in November 1978.

Mr. Jim Fun Kwong, Frederick, aged 71, was appointed as an
independent non-executive director of the Company on 19 November
2015. Mr. Jim is an experienced agent of a local securities company
since May 2007. As a licensed representative of type 1 (dealing in
securities) and type 2 (dealing in futures contracts) of the regulated
activities as defined under the Securities and Futures Ordinance (cap.571
of the Laws of Hong Kong), he joined such company in September 1996
and he is primarily responsible for dealing in securities and future
contracts. Mr. Jim has over 40 years of experience in the financial
services industry. Prior to joining such company, he served as an
investment consultant in Sun Hung Kai Securities Limited, a stock
brokerage company from August 1977 to September 1996, where he
was primarily responsible for retail sales of securities and related products
in the marketing department. He served as a staff accountant of Arthur
Andersen & Co., an international audit firm where he was primarily
responsible for providing services in auditing from November 1973 to
April 1975.

Mr. Jim is a fellow member of the Hong Kong Institute of Certified Public
Accountants. He holds a higher diploma in accountancy from the Hong
Kong Technical College (subsequently known as The Hong Kong
Polytechnic, now known as the Hong Kong Polytechnic University).

Mr. Chan Kim Hung, Simon, aged 62, was appointed as an
independent non-executive director of the Company on 19 November
2015. Mr. Chan has retired since April 2006. Mr. Chan has over 25 years
of experience in treasury and capital markets and had served various
trading and managerial roles in Hong Kong and Singapore. He joined the
Royal Bank of Scotland plc., (“RBS”) Hong Kong branch as a dealer in
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June 1981, and since then he began his 25 years of progressive career
advancement within RBS’s treasury and capital markets/financial markets
business in both Hong Kong branch and Singapore branch. Mr. Chan
last held the position of Head of Treasury and Capital Markets, Hong
Kong, prior to the relocation to the Singapore branch in October 1998.
Subsequent to transferring to the Singapore branch, Mr. Chan was the
treasurer of Treasury and Capital Markets, Singapore in 1999, assuming
full responsibility for the Singapore branch’s treasury and capital market
operations. Mr. Chan last held the position of the Head of Front Office
Infrastructure prior to his retirement from RBS and returning to Hong
Kong in May 2006.

Mr. Chan holds a master’s degree in business administration majored in
investment and finance offered in Singapore and validated by the
University of Hull in the United Kingdom.

SENIOR MANAGEMENT

Mr. Lee Wai Shing, aged 64, is a managing director of our construction
and civil division and is primarily responsible for overseeing the building,
civil and maintenance operations of the Group in Hong Kong and Macau.
He is also a director of several of our subsidiaries and joint ventures. Mr.
Lee has over 36 years of experience in the building and construction
industry and his areas of expertise include site formation, bridges, roads,
drainage works and buildings. Mr. Lee joined the Group in November
1989.

Mr. Fung Kit Man, aged 61, is a director of our construction division
and is primarily responsible for the overall management of projects in our
construction division. He is also a director of Sun Fook Kong
Construction Limited, Sun Fook Kong (Civil) Limited and Consent
Consultants Limited (all being indirect wholly-owned subsidiaries of the
Company). Mr. Fung has over 25 years of experience in the construction
industry. Mr. Fung joined the Group in June 2001.

Mr. Fung is a member of the Institution of Structural Engineers in the
United Kingdom and the Hong Kong Institution of Engineers and a fellow
member of the Chartered Institute of Building in United Kingdom. Mr.
Fung holds a master’s degree in civil and structural engineering from the
University of Sheffield in the United Kingdom and a master’s degree in
construction management from the City University of Hong Kong.

Mr. Lam Wai Ki, Davie, aged 58, is a director of our quantity surveying
division and is primarily responsible for the overall monitoring and
management of quantity surveying, contractual disputes and litigation
matters in our construction division. He is also a director of Build.it
Limited, Grand Win Design Consultants Limited and Linktech Engineering
& Landscape Consultants Limited (all being indirect wholly-owned
subsidiaries of the Company). Mr. Lam has over 39 years of experience
in the building and construction industry. Mr. Lam joined the Group in
January 1988.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Lam is a member of the Hong Kong Institute of Surveyors and the
Royal Institution of Chartered Surveyors in the United Kingdom. Mr. Lam
holds a bachelor’s degree in quantity surveying from the University of
Reading in the United Kingdom, which was taught in conjunction with the
College of Estate Management in the United Kingdom.

Mr. Szeto Chi Wing, aged 52, is a director of our quantity surveying
division and is primarily responsible for the overall monitoring and
management of quantity surveying, contractual disputes and litigation
matters in our civil division. He is also a director of Bestwise Envirotech
Limited (formerly known as Biwater Man Lee Limited), BML Engineering
Limited, Chit Cheung Construction Company Limited and Linktech
Engineering & Landscape Consultants Limited (all being indirect wholly-
owned subsidiaries of the Company). Mr. Szeto has over 34 years of
experience in the civil engineering industry and he joined the Group in
July 1989.

Mr. Szeto is a member of the Chartered Institute of Arbitrators (East Asia
Branch) and a professional member of the Royal Institution of Chartered
Surveyors in the United Kingdom. Mr. Szeto holds a bachelor’s degree in
quantity surveying from Edinburgh Napier University in the United
Kingdom and a master’s degree in arbitration and dispute resolution from
the City University of Hong Kong.

Mr. Chan Yau Ming, aged 34, is a manager of our estimating division
and is primarily responsible for the overall management of our estimating
division. He is also a director of Build.it Limited (an indirect wholly-owned
subsidiary of the Company). Mr. Chan has over 10 years of experience in
the civil engineering and building construction industry. Mr. Chan joined
our Group in August 2008 as an Engineer Graduate and was promoted
to the current position in January 2019. Mr. Chan is a member of the
Institution and a Chartered Civil Engineer in the United Kingdom and a
member of Hong Kong Institute of Engineers. Mr. Chan graduated from
The University of Alberta in Canada with a bachelor’s degree of science
in civil engineering in November 2006 and subsequently obtained a
master’s degree of science in civil infrastructural engineering and
management from the Hong Kong University of Science and Technology
in November 2012. Mr. Chan is the son of Mr. Chan Ki Chun, the
Chairman and Managing Director of the Company.

Mr. Au Man Kiu, Derek, aged 59, is a director of our civil division and is
primarily responsible for the overall management of projects in our civil
division. In February 2019, Mr. Au was appointed as safety director of the
Group. He is also a director of Bestwise Envirotech Limited (formerly
known as Biwater Man Lee Limited) and Chit Cheung Construction
Company Limited (both being indirect wholly-owned subsidiaries of the
Company). Mr. Au has over 35 years of experience in the civil engineering
industry and he joined the Group in May 1990. Mr. Au is an associate
member of The Hong Kong Institution of Engineers.
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Mr. Kwok Chi Wah, Andrew, aged 50, is a director of our housing
services/maintenance division and is primarily responsible for the overall
monitoring and management of projects in our building maintenance,
housing services and property management. He is also a director of
various of our subsidiaries. Mr. Kwok joined the Group in December
1990, he has over 28 years of experience in the building maintenance
and properties management industry.

Mr. Kwok is a member of the Royal Institution of Chartered Surveyors in
the United Kingdom and a fellow of the Hong Kong Institute of Certified
Property Managers and a member of the Hong Kong Institute of Utility
Specialists. Mr. Kwok received a master’s degree in construction project
management from the University of Greenwich in the United Kingdom.

Ms. Lee Yeuk Lui, Rosa, aged 46, is the senior financial manager of the
Group and is primarily responsible for the financial management and
accounting of the Group. Ms. Lee has over 24 years of experience in
accounting. Ms. Lee joined the Group in August 2007.

Ms. Lee is a fellow of the Association of Chartered Certified Accountants
in the United Kingdom, a fellow of the Hong Kong Institute of Certified
Public Accountants and a fellow of the Institute of Chartered Accountants
in England and Wales. She is also a certified internal auditor by the
Institute of Internal Auditors. Ms. Lee holds a bachelor’s degree in
business administration (honours) from the Chinese University of Hong
Kong.

Ms. Tang Yuen Wah, Rity, aged 60, is the deputy director of
administration division and company secretary of the Group and is
primarily responsible for the personnel, office administration, company
secretarial and insurance matters of the Group. Ms. Tang has over 22
years of experience in business administration, human resources and
company secretarial matters and she joined the Group in January 1995.

Ms. Tang is an associate member of The Institute of Chartered
Secretaries and Administrators in the United Kingdom and an associate
member of The Hong Kong Institute of Chartered Secretaries. Ms. Tang
holds a bachelor’s degree in business administration from the Royal
Melbourne Institute of Technology University in Australia and a master’s
degree in professional accounting and information systems from the City
University of Hong Kong.

COMPANY SECRETARY

Ms. Tang Yuen Wah, Rity is our company secretary for the purposes of
Rule 8.17 of the Rules Governing the Listing of Securities on the Stock
Exchange. For details of her background, please refer to the paragraph
headed “Senior Management” under the section headed “Biographical
details of Directors and Senior Management” in this annual report.
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REPORT OF THE DIRECTORS

The Directors are pleased to present this annual report together with the
audited consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the Group are general building, civil engineering and the
provision of other services, which mainly comprise housing and property
management services, electrical and mechanical engineering services
and BIM services. The principal activities and other particulars of the
subsidiaries of the Company are set out in note 12 to the consolidated
financial statements.

PRINCIPAL PLACE OF BUSINESS

The Company is a limited liability company incorporated in Bermuda and
its principal place of business in Hong Kong is situated at 43/F, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

SEGMENT INFORMATION

An analysis of the Group’s performance for the Year by operating
segment is set out in note 3 to the consolidated financial statements.

RESULTS

The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 141 of this annual report.

DIVIDEND AND DIVIDEND POLICY

The Company has adopted a dividend policy which aims to provide
reasonably stable and sustainable returns to the shareholders. When
considering the declaration and payment of dividends, the Board shall
take into account, inter alia, our results of operation, the working capital
requirements, cash flow and financial position, liquidity position, debt to
equity ratio, general economic environments and other factors the Board
considers appropriate. The Company will generally propose dividends
semi-annually.

The payment of the dividend by the Company is also subject to any
restrictions under the Bye-Laws, or the laws of Bermuda. Any final
dividend for a financial year will be subject to shareholders’ approval.

The Board will continually review the dividend policy and, if consider
appropriate, may modify, amend and change the dividend policy at any
time.
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The directors recommended the payment of a final dividend of HK4.0
cents per Share for the Year (2017: HK18.5 cents per Share), amounting
to approximately HK$16 million (2017: HK$74 million). Such payment of
dividends will be subject to the approval of the Shareholders at the
forthcoming annual general meeting to be held on Thursday, 23 May
2019 (the “2019 AGM”) and if approved, will be payable to the
Shareholders whose names appear on the register of members of the
Company at the close of business on Friday, 31 May 2019. It is expected
that the proposed final dividend will be paid on or about Friday, 14 June
2019.

There is no arrangement under which a Shareholder has waived or
agreed to waive any dividends.

CLOSURE OF REGISTER OF MEMBERS

In order to establish entitlements to attend and vote at the 2019 AGM,
the register of members of the Company will be closed from Monday, 20
May 2019 to Thursday, 23 May 2019, during which period no transfer of
the Shares will be registered. Shareholders of the Company are reminded
to ensure that all completed share transfer forms accompanied by the
relevant share certificates must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Investor Services Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than
4:30 p.m. on Friday, 17 May 2019.

In order to establish entitlements to the proposed final dividend, the
register of members of the Company will be closed from Thursday, 30
May 2019 to Friday, 31 May 2019, during which period no transfer of the
Shares of the Company will be registered. Shareholders of the Company
are reminded to ensure that all completed share transfer forms
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor Investor Services
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong not later than 4:30 p.m. on Wednesday, 29 May 2019.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results and of the assets and liabilities of the
Group for the latest five years is set out on page 240 of this annual
report. This summary does not form part of the audited consolidated
financial statement.

CHARITABLE DONATIONS

Charitable and other donations made by the Group during the Year
amounted to HK$24,800 (2017: HK$85,000).
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PLANT AND EQUIPMENT

Details of the movements during the Year in the plant and equipment of
the Group are set out in note 11 to the consolidated financial statements.

RESERVES AND DISTRIBUTABLE RESERVES

Details of the movements in reserves of the Group during the Year are
set out in the consolidated statement of changes in equity on page 144
of this annual report and the details of reserves attributable to equity
shareholders of the Company are set out in note 20 to the consolidated
financial statements.

SHARE CAPITAL

Details of share capital of the Company during the Year are set out in
note 20 to the consolidated financial statements. There were no
movements during the Year.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company has maintained the
prescribed minimum public float under the Listing Rules during the Year
and at any time up to the date of this annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-Laws, or
the laws of Bermuda, which would oblige the Company to offer new
Shares on a pro rata basis to existing Shareholders.

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

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the Year.

SHARE OPTION SCHEME

A share option scheme (the “Scheme”) was conditionally adopted by the
written resolutions of the Company’s then sole shareholder passed on 19
November 2015. As of the date of this report, no option has been
granted, agreed to be granted, exercised, cancelled or lapsed under the
Scheme.

Purpose of the Scheme

The purpose of the Scheme is to motivate the participants to optimise
their performance efficiency for the benefit of the Group and to attract
and retain or otherwise maintain an on-going business relationship with
the eligible participants whose contributions are or will be beneficial to the
long-term growth of the Group.
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Participants of the Scheme

The Board may, at its discretion, offer to grant an option to the following
persons:

(i) any full-time or part-time employees, executives or officers of the
Company or any of its subsidiaries;

(i)  any directors (including the INEDs) of the Company or any of its
subsidiaries and joint operations; and

(i) any advisers, consultants, agents, suppliers, customers, distributors
and such other persons who in the sole opinion of the Board will
contribute or have contributed to the Company or any of its
subsidiaries and joint operations.

Shares available for issuance

The maximum number of the Shares in respect of which options may be
granted under the Scheme and under any other share option schemes of
the Company (excluding, for this purpose, shares which would have been
issuable pursuant to options which have lapsed in accordance with the
terms of the Scheme or any other share option scheme of the Company)
must not in aggregate exceed 10% of the total number of Shares in issue
as at Listing Date, being 40,000,000 Shares, excluding for this purpose
Shares which would have been issuable pursuant to options which have
lapsed in accordance the terms of the Scheme (or any other share option
schemes of the Company). The Company may, subject to the issue of a
circular, the shareholders’ approval in general meeting and/or such other
requirements prescribed under the Listing Rules, refresh this limit at any
time to 10% of the Shares in issue as at the date of the Shareholders’
approval and/or grant options beyond the 10% limit to eligible
participants specifically identified by the Board. The above is subject to
the condition that the maximum number of the Shares which may be
issued upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other share option schemes 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 Scheme) if this will result in the 30% limit being
exceeded.

As at the date of this report, the outstanding number of share options
available for grant under the Scheme is 40,000,000 share options to
subscribe for the Shares, representing approximately 10% of the issued
share capital of the Company.
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Maximum entitlement of each eligible participant

The total number of Shares issued and which may fall to be issued upon
exercise of the options granted under the Scheme and any other share
option schemes of the Company (including both exercised and
outstanding options) to each eligible participant in any 12-month period
up to the date of grant shall not exceed 1% of the Shares in issue as at
the date of grant. Any further grant of options in excess of this 1% limit
shall be subject to the issue of a circular, the approval of the
Shareholders in general meeting and/or other requirements prescribed
under the Listing Rules.

Time for exercising option and duration of the Scheme

An option may be exercised in accordance with the terms of the Scheme
at any time after the date upon which the option is deemed to be granted
and accepted and prior to the expiry of 10 years from that date. The
period during which an option may be exercised will be determined by
the Board in its absolute discretion, save that no option may be exercised
more than 10 years after it has been granted. No option may be granted
more than 10 years after the date of approval of the Scheme. Subject to
earlier termination by the Company in general meeting or by the Board,
the Scheme shall be valid and effective for a period of 10 years from the
date of its adoption.

Payment on acceptance of the option

An option shall be deemed to have been granted and accepted by the
grantee and to have taken effect when the duplicate offer document
constituting acceptances of the options duly signed by the grantee,
together with a remittance or payment in favour of the Company of
HK$1.00 by way of consideration for the grant thereof, is received by the
Company on or before the relevant acceptance date.

To the extent that the offer to grant an option is not accepted by any
prescribed acceptance date, it shall be deemed to have been irrevocably
declined.

Basis of determining exercise price of the option

The subscription price of a Share in respect of any particular option
granted under the Scheme shall be such price as the Board in its
absolute discretion shall determine, save that such price must be at least
the higher of:

(i) the official closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets on the date of grant, which must
be a day on which the Stock Exchange is open for the business of
dealing in securities;
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(i)  the average of the official closing prices of the shares as stated in
the Stock Exchange’s daily quotation sheets for the five business
days immediately preceding the date of grant; and

(i) the nominal value of a share.

RETIREMENT SCHEMES

Details of the retirement schemes of the Group are set out in note 25 to
the consolidated financial statements.

DIRECTORS

The Directors during the Year and up to the date of this report were:

Executive Directors

Mr. CHAN Ki Chun
(Chairman and Managing Director)
Mr. CHAN Chor Tung
Mr. YUNG Kim Man
Mr. YEUNG Cho Yin, William

Independent Non-executive Directors

Mr. LAM Leung Tsun
Mr. JIM Fun Kwong, Frederick
Mr. CHAN Kim Hung, Simon

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 107 to 112 of this annual report.

DIRECTORS’ RETIREMENT AND RE-ELECTION

In accordance with bye-law no. 84 of the Bye-Laws, one-third of the
Directors for the time being (or, if their number is not a multiple of three,
the number nearest to but not less than one-third) shall retire from office
by rotation at each annual general meeting of the Company, provided
that every Director shall be subject to retirement by rotation at least once
every three years. A retiring Director shall be eligible for re-election and
shall continue to act as a Director throughout the meeting at which he
retires. The Directors to retire by rotation every year shall include (so far
as necessary to ascertain the number of Directors to retire by rotation)
any Director who wishes to retire and not to offer himself for re-election.
Any further Directors so to retire shall be those of the other Directors
subject to retirement by rotation who have been longest in office since
their last re-election or appointment and so that as between persons who
became or were last re-elected Directors on the same day those to retire
shall (unless they otherwise agree among themselves) be determined by
lot.

118 SFK Construction Holdings Limited | Annual Report 2018

(i) EEEBRERD B REEERRONER
e RHERMEE KT ENTEE: &

(i) RIEIME °

BFEHE
AEBRAF B BEREREMERRME25 o

£
FAREEAREBHNESMT :

BITES

REUZEE
(EEREFARETE)

BRERELE

BRIXFEE

BRERLE

BYFHTES

MRERE
EEELE
PR AR 55 A

ESRERERREERE

ARREELRSRERBNBREFBHNANFRE
107 & 1128 »

EFERERESR

REMAELI  EARANSERTBEAE L -
ERN=52 —EFEABLI=HIEE - QS
BEETORZS 2~ ABAE) SRR -
SUEFYEELB=FRRRE - REEFHA
EHERBLE - WRIREZ BIAAERITHHN
NEEHOTE  BETRRESREEAME - 556
TR E 0 BB B I RR (B TS 2
HF o HMBEEFAE ERNERBEREEERE
MEENARESENES  BESNEENE -
AR ABEFREREE  ABERTAT EROE
BLE(BERSZRBABRE) -



REPORT OF THE DIRECTORS

Mr. Yeung Cho Yin William, Mr. Lam Leung Tsun and Mr. Jim Fun
Kwong, Frederick will retire by rotation and, being eligible, offer
themselves for re-election at the 2019 AGM pursuant to bye-law no. 84
of the Bye-Laws.

INDEPENDENCE OF INEDs

The Company has received annual confirmation of independence from
each of the INEDs pursuant to Rule 3.13 of the Listing Rules. As at the
date of this report, the Board considered them independent.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Director has entered into a service agreement with
the Company which shall be for fixed term of three years, unless
terminated by either the Company or the respective Director in
accordance with the terms of the service agreement.

Each of the INED has entered into a letter of appointment with the
Company which shall last for a period of three years, subject to early
termination by the INED or the Company in accordance with the terms of
the letter of appointment.

Save as disclosed above, none of the Directors proposed for re-election
at the 2019 AGM has or is proposed to have a service contract with any
member of the Group which is not determinable by the Group within one
year without payment of compensation, other than statutory
compensation.

EMOLUMENT POLICY

In order to attract and retain high quality staff and to enable smooth
operation within the Group, the Group offered competitive remuneration
packages (with reference to market conditions and individual qualification,
position, seniority and experience) and various in-house training courses.
Share options may also be granted to eligible employees. The
remuneration packages are subject to review on a regular basis.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy and structure
for all Directors and senior management remuneration, having regard to
market competitiveness, individual performance and achievement. The
Company has adopted the Scheme as an incentive to Directors and the
relevant eligible participants.
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REMUNERATION OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the Directors’ remuneration and the five highest paid individuals
are set out in notes 8 and 9 to the consolidated financial statements
respectively. No Director has waived or has agreed to waive any
emolument during the Year.

DIRECTORS’ MATERIAL INTERESTS IN CONTRACTS

Save as disclosed in this annual report, no transactions, arrangements
and contracts of significance in relation to the Group’s business to which
the Company or any of its subsidiaries was a party and in which the
Director or an entity connected the Director had a material interest,
whether directly or indirectly, subsisted at any time during the Year.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

Interests in the Company

As at 31 December 2018, none of the Directors or chief executive of the
Company has any interest or short positions in the shares, underlying
shares or debentures of the Company which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong) (the “SFO”) (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO) or
which were required, pursuant to section 352 of the SFO, to be entered
in the register referred to therein, or which were required, pursuant to the
Model Code to be notified to the Company and the Stock Exchange.
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Interests in associated corporations of the Company

As at 31 December 2018, the interests or short positions of the Directors
or chief executive of the Company in the shares, underlying shares or
debentures of the Company’s associated corporations (within the
meaning of Part XV of the SFO (i) which were 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 or short positions which they were
taken or deemed to have under such provisions of the SFO); or (i) which
were required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or (iii) which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code, were as
follows:

EEWmE
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Number of  Approximate
Name of Shares (long percentage of
Name of Director associated corporation Capacity position)  shareholding
ROEE BARR
EEgE B EEER 514 (#E) AT
Mr. Chan Ki Chun Sun Fook Kong Group Limited  Interest in controlled corporation 97,599 3.54%
BRELZ 5T 4 (the “SFK Group”) (Note 1)
e EEEARAR RyEEERE R (1)
(MFrEdsE])
Note 1: Mr. Chan Ki Chun beneficially owns the entire issued share capital of Growth Asset MizE1: R B OZ % 4 & % ¥ A Growth Asset Holdings Limited

Holdings Limited, a company incorporated in the British Virgin Islands with limited
liability (“Growth Asset”). By virtue of the SFO, Mr. Chan Ki Chun is deemed to be
interested in the 97,599 shares of SFK Group held by Growth Asset.

Save as disclosed above, as at 31 December 2018, none of the Directors
nor chief executive of the Company has registered any interests or short
positions in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the
SFO) (i) which were 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 or short positions which were taken or deemed to have under
such provisions of the SFO); or (ii) which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein;
or (i) which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY

So far as the Directors are aware, as at 31 December 2018, the following
persons (other than the Directors and chief executive of the Company)
had or deemed or taken to have an interest and/or short position in the
Shares, the underlying Shares or the debentures of the Company which
would fall to be disclosed under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were required to be recorded in the register
of interests required to be kept by the Company under section 336 of the
SFO:

FERRRAELFIRG  HRAKGOREE
ENERRRE

BEERA BE-T-N\FT_A=1+—H KT
AL (BERARRZRSTBRABBRINRARRR
- AR KEEETHEEXRRAEFEBR
BEESMERPIEXVERSE 2 X370 BMEX A T R
BVRER KRR - SRR AR RIREE S &
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Approximate

Number of Shares percentage of

Name of shareholder

Nature of interest

(long position)

shareholding

RHHE BARR
BRRME LB EEME (#FR) BOK
SFK Group Beneficial owner (Note 1) 300,000,000 75%
et sE EHEAAMEE1)
Good Target Limited Interest of controlled corporations 300,000,000 75%
(“Good Target”) (Notes 1 and 2)
Sy EE s (M1 R2)
Ocean Asset Holdings Limited Interest of controlled corporation 300,000,000 75%
(“Ocean Asset”) (Notes 1 and 2)
EEEE g (1 k2)
Mr. Lo Kai Shui (“Mr. Lo”) Interest of controlled corporations (Note 2) 300,000,000 75%
ERURFTE(TEELE]D RirRE R (M 2)
Mr. Hu Liang Ming Raymond Beneficial owner 12,000,000 3%
AL EmBEAA
Mr. Hu Liang Ming Raymond Beneficiary of a trust 10,000,000 2.5%
AR L FrEXmA

Note 1: SFK Group, a company incorporated in the British Virgin Islands with limited liability,
is owned as to approximately 71.39% by Good Target, 18.94% by Ocean Asset,
3.54% by Growth Asset, 1.94% by Chief Champion Limited, 1.46% by Jemrick
Holdings Limited, 1.06% by KSL Management Limited, 0.83% by LHS Management
Limited, 0.46% by Worldrich Enterprises Limited, 0.22% by Easespeed Limited and
0.16% by Global Trinity Limited.

Note 2: Good Target, a company incorporated in the British Virgin Islands with limited liability,
is beneficially and wholly owned by Mr. Lo. Ocean Asset, a company incorporated in
the Biritish Virgin Islands with limited liability is beneficially and wholly owned by Mr.
Lo. By virtue of the SFO, Mr. Lo is deemed to be interested in the Shares held by
SFK Group.

Save as disclosed above, as at 31 December 2018, the Directors were
not aware of any other persons who had or deemed or taken to have any
interests or short positions in the Shares, underlying Shares or
debentures of the Company which would fall to be disclosed under the
provisions of Divisions 2 and 3 of Part XV of the SFO or which were
required to be recorded in the register of interests required to be kept by
the Company under Section 336 of the SFO.
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CONTROLLING SHAREHOLDERS’ INTEREST

Save as disclosed herein, apart from transactions carried out in the
normal course of business, there were no contracts of significance
between the Company or any of its subsidiaries and a controlling
shareholder or any of its subsidiaries or any contracts of any significance
for the provision of services to the Company or any of its subsidiaries by
a controlling shareholder or any of its subsidiaries.

DEED OF NON-COMPETITION

The deed of non-competition dated 19 November 2015 has been
entered into by SFK Group, Good Target and Mr. Lo, the controlling
shareholders of the Company within the meaning of the Listing Rules
(collectively the “Controlling Shareholders”) in favour of the Company
regarding certain non-competition undertakings given by the Controlling
Shareholders in favour of the Company. The details of the deed of non-
competition have been disclosed in the section headed “Relationship
with our Controlling Shareholders” in the Prospectus.

Each of the Controlling Shareholders has given an annual declaration to
the Company confirming that he/it has complied with the non-compete
undertakings provided to the Company under the said deed of non-
competition. The INEDs have reviewed the status of compliance and
enforcement of the non-compete undertaking and confirmed that all the
undertakings thereunder have been complied for the Year.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the Group’s top five customers (where various
departments of the Hong Kong Government were considered
individually), all of which are based in Hong Kong, collectively accounted
for approximately 84.1% (2017: 82.1%) of the Group’s total revenue for
the Year. The largest customer accounted for approximately 54.3% of
the Group’s total revenue for the Year (2017: 38.6%).

During the Year, purchases from the Group’s top five suppliers, all of
which are based in Hong Kong and are independent third parties,
collectively accounted for approximately 15.1% (2017: 17.8%) of the
Group’s total purchase costs for the Year. The largest supplier accounted
for approximately 3.5% of the Group’s total purchase costs for the Year
(2017: 4.0%).

To the best of the knowledge of the Directors, none of the Directors, their
respective close associates or any shareholder of the Company (which to
the knowledge of the Directors owns more than 5% of the issued share
capital of the Company) had any interest in any of the Group’s top five
customers or suppliers.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Group were entered
into or in existence during the Year.

MATERIAL RELATED PARTY TRANSACTIONS

Part of the material related party transactions entered into by the Group
during the Year as set out in:

(@  note 24(b)(ii) to the consolidated financial statements in relation to
rental expenses, license fees, air-conditioning and service charges
(the amount of which being HK$9.0 million as disclosed in note
24(c) to the consolidated financial statements); and

(b)  note 24(b)(iii) to the consolidated financial statements in relation to
property management services and property consultancy services
income (the amount of which being HK$5.9 million as disclosed in
note 24(c) to the consolidated financial statements)

are non-exempt continuing connected transactions which are subject to
the reporting, annual review and announcement requirements but exempt
from the independent shareholders’ approval requirements pursuant to
the Listing Rules. Further details of these continuing connected
transactions are set out in the section below headed “Continuing
Connected Transactions”.

The Group has applied to the Stock Exchange for, and the Stock
Exchange has granted, a waiver (the “Waiver”) from strict compliance
with the announcement requirement of the Listing Rules in respect of part
of the continuing connected transaction mentioned in (a) above. Further
details are set out in the section below headed “The Waiver”.

Part of the material related party transactions entered into by the Group
during the Year as set out in note 24(b)(i) to the consolidated financial
statements in relation to housing management and related service
income (the amount of which being approximately HK$163,000 as
disclosed in note 24(c) to the consolidated financial statements)
constitute connected transactions which fall below the de minimis
threshold and hence exempt from reporting, announcement and
independent shareholders’ approval requirements pursuant to the Listing
Rules.

Part of the material related party transactions set out in note 24(a) to the
consolidated financial statements in respect of the remuneration of the
Directors constitute connected transactions exempt from reporting,
announcement and independent shareholders’ approval requirements
pursuant to the Listing Rules.
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Save as disclosed above, the Directors consider that those material
related party transactions disclosed in note 24 to the consolidated
financial statements did not fall under the definition of “connected
transactions” or “continuing connected transactions” (as the case may
be) in Chapter 14A of the Listing Rules which are required to comply with
any of the reporting, announcement or independent shareholders’
approval requirements under the Listing Rules. The Company has
complied with the disclosure requirements in accordance with Chapter
14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

During the Year, the Group had the following continuing connected
transactions:

(1)

Moon Yik Agreements

On 20 December 2012, Sun Fook Kong Construction Management
Limited (“SFK Management”), an indirect wholly-owned subsidiary
of the Company, entered into a tenancy agreement (the “Tenancy
Agreement”) with Moon Yik Company, Limited (“Moon Yik”) as
landlord, pursuant to which Moon Yik agreed to lease to SFK
Management properties situated at Suites 3201-2, 3206-10, 32nd
Floor, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong
(the “Office Premises”) as the head office of the Group. The
Tenancy Agreement expired on 31 March 2016.

On 21 May 2015, SFK Management as licensee entered into a
master license agreement (the “Master License Agreement”) with
Moon Yik as licensor, to govern the use of five car parking spaces
(numbers B2-03, B2-06, B2-11, B2-32 and B2-38) (the “Car
Parking Spaces”) within the car park situated in Basement 2 of
Great Eagle Centre, together with the right to use the entrance and
drive-ways in Great Eagle Centre so far as the same are necessary
to the enjoyment of the Car Parking Spaces. The Master License
Agreement expired on 31 March 2016.

On 21 September 2015, SFK Management and Moon Yik entered
into a renewed tenancy agreement (the “Renewed Tenancy
Agreement”) to renew the Tenancy Agreement and the Master
License Agreement, pursuant to which:

(i) the lease of the Office Premises to SFK Management was
renewed for a term of three years commencing from 1 April
2016 and ending on 31 March 2019 at a monthly rental
(exclusive of government rates, air- conditioning charge and
service charge in relation to the management of the Office
Premises) of HK$596,731.20, a monthly air-conditioning
charge of HK$34,923.20 (subject to adjustment) and a
monthly service charge of HK$53,713.40 (subject to
adjustment); and
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(i) the grant to SFK Management of a license to use the Car
Parking Spaces was renewed for the term of the Renewed
Tenancy Agreement at the prevailing monthly license fee
(subject to adjustment as Moon Yik or the carpark manager
of the Car Parking Spaces may prescribe from time to time).

As disclosed in annual report of last year, the Board estimated that
the annual caps under the Renewed Tenancy Agreement would be
HK$9.70 million, HK$9.99 million and HK$2.516 million for each of
the three years ending 31 December 2019 respectively. Such
estimate is based on (a) the rental of the Office Premises, the
license fees of the Car Parking Spaces, the air-conditioning charge
and the service charge under the Renewed Tenancy Agreement; (b)
possible adjustment in the license fees of the Car Parking Spaces,
the air-conditioning charge (due to increase in the operating cost of
air cooling services of the Building) and the service charge (due to
increase in the management fee of the Building); and (c) other
outgoings related to the services or facilities provided to SFK
Management in relation to the Office Premises. The said annual cap
for the year ending 31 December 2019 was determined based on
the fees payable for the period from 1 January 2019 to 31 March
2019, since the term of the Renewed Tenancy Agreement will
expire on 31 March 2019.

During the Year, the expenses for the lease of Office Premises and
the use of the Car Parking Spaces paid under the Renewed
Tenancy Agreement amounted to approximately HK$8.84 million
(2017: HK$8.83 million), which were within the annual caps for the
Year.

Moon Yik is an indirect wholly-owned subsidiary of Great Eagle
Holdings Limited (“Great Eagle”) and Mr. Lo, our Controlling
Shareholder, was the then deputy managing director and executive
director at the time of entering into the continuing connected
transaction and is a controlling shareholder of Great Eagle. As
such, Moon Yik is a connected person of the Company for the
purpose of the Listing Rules. Accordingly, the transactions
contemplated under the Renewed Tenancy Agreement constitute
continuing connected transactions of the Company under Chapter
14A of the Listing Rules.

Since the applicable percentage ratios (other than the profits ratio)
for the Renewed Tenancy Agreement on a standalone basis is
expected to be more than 0.1% but less than 5% on an annual
basis, the transactions contemplated under the Renewed Tenancy
Agreement on a standalone basis constitute non-exempt continuing
connected transactions under the Listing Rules and are subject to
the reporting, annual review and announcement requirements but
exempt from the independent shareholders’ approval requirement
under Rule 14A.76(2) of the Listing Rules, subject however to the
Waiver.
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Foshan SFK Agreements

LT EEYWEEIE AR A7 (Foshan SFK Building Management
Limited®) (formerly known as 1L B S ¥ E R H R A F)) (“Foshan
SFK”), an indirect wholly-owned subsidiary of the Company,
entered into a number of service or rental agreements (the
“Previous Service and Rental Agreements”) with various subsidiaries
of SFK Group on 11 January 2017. All the Previous Service and
Rental Agreements expired on 31 December 2017.

On 22 January 2018, Foshan SFK entered into renewed service
and rental agreements to renew some of the Previous Service and
Rental Agreements (each the “Renewed Agreement” and
collectively the “Renewed Agreements”) with various subsidiaries of
the SFK Group. On the same day, Foshan SFK and &M ¥ &84
¥EEEMRAA (Guangzhou Sun Fook Kong Property
Management Limited®) (“Guangzhou SFK”), an indirectly wholly-
owned subsidiary of the Company, entered into two new services
agreements (each the “New Agreement” and collectively the “New
Agreements”) with various subsidiaries of the SFK Group. Details of
the Renewed Agreements and New Agreements are as follows:
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Annual Cap
Date of for the
New Agreement/ year ended
Renewed Term/ 31 December
Agreement Parties Scope of services Renewed Term Fees 2018
BE-E-N\E
+ZA=t-H
EE Y LEEHEE
FiticE b HE:) R%EE EH/BNER  BR LR
(approximate
RMB'000)
(4
AEETT)
2 January 2018 —  EIEREFHEREHERAF  Provision of property consultancy 1 January 201810 Basic fee of RMB80,000 1,150
—E-0\F (Dujianyan Gen Yuan Real services in respect of 31 December 2018 per month
-B=1+=H Estate Development Limited®) A&, - BEER —“ZF-\F-f—-B EABASAARES0000
— Foshan SFK (through its (Chengdu Qing Cheng. E2F-N\E
Foshan head office) Gen Yuan Development?) and +-A=1+—H  Additional service fees for
- BIEREREMERZBRAF  property services as requested the property services, if any
- BUFREGEREGLANRS HRBEN - REEA L RRENREE (08
%) REEMZERRE
RETERNMERS
2 January 2018 —  BMTZEREARHERE Provision of property consultancy 1 January 201810 Basic fee of RMB20,000 290
—E-)\f BR A7 (Guangzhou City senvices inrespect of EMEESE 31 December 2018 per month
-A-+-H Hong Kang Fook Kong Real TEEPEE (Guangzhou FookKong  ZE—-\F—A—R EXEREAAR%20,0007
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Estate Development Company
Limited) (“Guangzhou Hong
Kang Fook Kong’)

Foshan SFK (through its
Guangzhou branch office)

BNTEREERERE
ARAA((BMEREE])

LR (EREABNA R
HER)

The Paramount Development?)
(“The Paramount”) and property
services as requested
REMEESEEEER
([RUETER |) REMEERRI
REFERMME R
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Annual Cap
Date of for the
New Agreement/ year ended
Renewed Term/ 31 December
Agreement Parties Scope of services Renewed Term Fees 2018
BE-E-N\E
+ZB=1-H
EiE Y LEEHEE
FiticE b HE:) FR%EE EH/BNES R il
(approximate
RMB'000)
(4
AEETT)
22 January 2018 —  Guangzhou Hong Kang Leasing of the property situated at 1 January2018to Monthly rental of RMB8,960.40 108
“2-NE Fook Kong ENEFREERRENGy O December 28 ARARKRG 960407
“AZTER — Foshan SFK fitrough s EEABEBIHALS, EF-N\F-A-H
Guangzhou branch office) BARETEREGAE Zé:g:/ \F
- EMEREA (A15, No. 283, Xiangxue Road West, T=A=T-A
- BILREEGEBHEMAZ  Guangzhou Science City,
HER) Gaoxin Jishu Chanye Development
Zone, Fook Kong Paramount
Commercial Complex’)
RENRENSTRTEERRER
HENASKER2835A5
BARELEBZGRABONE
22 January 2018~ —  Foshan Xin Yun Tai Real Estate  Provision of property consultancy 1 January 2018t0  Basic fee of RMB60,000 per month 860
—“E-)\& Development Company Limited services in respect of 31 December 2018 EAZAEAARE60,0007
—A-+=-8  — Foshan SFK (through its Foshan Foshan SFK Guang Chang —Z-\F-A-H
Head Office) and property E2E-0\E Additional service fees for the
- BUTHERRHERE services as requested TZA=Ft—H  propery services, if any
BRAE AFWHEE AR WEREHENREE (08)
- BUAEEGERABLE REMFERRSE
RER) REFEREME RS
22 January 2018 —  Guangzhou Hong Kang Fook Provision of property consuttancy 1 January 2018t0  Basic fee of RMB23,000 per month 330
“T-N\EF Kong services in respect of 31 December 2018 E2ABHEA AR 23,0007
—AZTZH - GuangzhouSFK The Paramount and property —E-\§-A-H
- BNEREA servioes as requested FIE)N\E Additional service fees for the
- BNFRE SEETE A RUMEBRRE +-B=+—H  property serices, if any
REERHMERS NERBHENRBE (05)
The Board’s estimated annual caps under the Renewed B NZS LB R RZETnEE

Agreements and the New Agreements, as disclosed in the
announcement of the Company dated 22 January 2018, are set
out above. For more details of the Renewed Agreements and the
New Agreements and the basis of determination of these annual
caps, please refer to such announcement.

During the Year, the total service fees received and rental paid
under the Renewed Agreements and the New Agreements
amounted to RMB5,304,000 (equivalent to approximately
HK$6,041,000), which was within the annual caps for the Year.
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SFK Group is a controlling shareholder of the Company. Thus, SFK
Group and its subsidiaries are connected persons of the Company for
the purpose of the Listing Rules. Accordingly, the transactions
contemplated under the Renewed Agreements and the New Agreements
constituted continuing connected transactions of the Company under
Chapter 14A of the Listing Rules.

Since the estimated annual cap for the Year for the transactions under
the Renewed Agreements and the New Agreements, as one or more of
the applicable percentage ratios calculated in accordance with the Listing
Rules are expected to be more than 0.1% but less than 5%, such
transactions are continuing connected transactions subject to the
reporting, announcement and annual review requirements, but are
exempt from the circular and shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

All the Renewed Agreements and the New Agreements have expired on
31 December 2018. On 31 January 2019, Foshan SFK renewed some of
them and Guangzhou SFK entered into new agreements in replacement
of some of them. For more details of these further renewed agreements
and new agreements, the proposed annual caps and basis of
determination, please refer to the announcement of the Company dated
31 January 2019.

THE WAIVER

The Group has applied to the Stock Exchange for, and the Stock
Exchange has granted, a waiver from strict compliance with the
announcement requirement of the Listing Rules in respect of the non-
exempt continuing connected transactions as disclosed above in
paragraph 1 (for the Tenancy Agreement and the Master License
Agreement on an aggregated basis and for the Renewed Tenancy
Agreement on a standalone basis) under the above section headed
“Continuing Connected Transactions” subject to (a) these non-exempt
continuing connected transactions will be carried out in compliance with
the requirements of the Listing Rules and the Company shall comply with
the relevant requirements for continuing connected transactions in
accordance with Chapter 14A of the Listing Rules; and (b) the aggregate
value of each of the relevant non-exempt continuing connected
transactions for each of the financial years ending 31 December 2019 will
not exceed the relevant annual caps.
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ANNUAL REVIEW OF CONTINUING CONNECTED
TRANSACTIONS

Pursuant to Rule 14A.55 of the Listing Rules, the above non-exempt
continuing connected transactions have been reviewed by the INEDs
who have confirmed that the transactions have been entered into (a) in
the ordinary and usual course of business of the Group; (b) on normal
commercial terms or better; and (c) according to the agreements
governing them on terms that are fair and reasonable and in the interests
of the Shareholders as a whole.

The Company’s auditor has been engaged by the Company to report on
the above non-exempt continuing connected transactions. The auditor
has issued a letter to the Board containing their findings and conclusions
in respect of the above non-exempt continuing connected transactions in
accordance with Rule 14A.56 of the Listing Rules. The auditor has
confirmed that nothing has come to their attention that causes them to
believe that the above non-exempt continuing connected transactions:

(@ have not been approved by the Board;

(b)  were not, in all material respects, in accordance with the pricing
policies of the Group for transactions involving the provision of
goods or services by the Group;

(c) were not entered into, in all material respects, in accordance with
the relevant agreement governing the transactions; and

(d)  have exceeded the annual cap as set by the Company.

A copy of the auditor’s letter has been provided to the Stock Exchange in
accordance with Rule 14A.57 of the Listing Rules.

PERMITTED INDEMNITY PROVISIONS

At no times during the Year was there any permitted indemnity provisions
(whether made by the Company or otherwise) being in force for the
benefit of any Directors of the Company, or of its associated Company.

RELIEF OF TAXATION

The Company is not aware of any relief from taxation available to the
Shareholders by reason of their holding of the Shares.

BUSINESS REVIEW

The business review of the Group for the Year is included in the
“Management Discussion and Analysis” in this annual report on pages 7
to 35. Such business review forms part of this Report of the Directors.
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REPORT OF THE DIRECTORS
EEWRE

SIGNIFICANT LEGAL PROCEEDINGS

The Group was not engaged in any litigation or arbitration of material
importance and so far as the Directors are aware, no litigation or claim of
material importance is pending or threatened by or against the Group.

EVENTS AFTER THE REPORTING PERIOD

Save for the continuing connected transactions as disclosed in the
announcement dated 31 January 2019, the Board is not aware of any
significant event requiring disclosure that has taken place subsequent to
31 December 2018 and up to the date of this report.

CORPORATE GOVERNANCE

Details of the corporate governance of the Company are set out in the
section headed “Corporate Governance Report” in this annual report on
pages 92 to 106.

AUDITOR

The consolidated financial statements for the Year have been audited by
KPMG, who will retire and, being eligible, offer themselves for
reappointment at the 2019 AGM. A resolution for their re-appointment as
the auditor of the Company will be proposed at the 2019 AGM.

On behalf of the Board

Chan Ki Chun
Chairman

Hong Kong, 26 March 2019

# The English names are translations from their Chinese names. If there is any
inconsistency, the Chinese names shall prevail.
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INDEPENDENT AUDITOR’S REPORT

KPMG

Independent auditor’s report to the shareholders of
SFK Construction Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of SFK
Construction Holdings Limited (“the Company”) and its subsidiaries (“the
Group”) set out on pages 140 to 239, which comprise the consolidated
statement of financial position as at 31 December 2018, the consolidated
income statement, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31
December 2018 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the HKICPA'’s
Code of Ethics for Professional Accountants (“the Code”) together with
any ethical requirements that are relevant to our audit of the consolidated
financial statements in Bermuda, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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INDEPENDENT AUDITOR’S REPORT

8 3 Az A R

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BRERHEE

REEHER )

Refer to note 3 to the consolidated financial statements and the accounting policies in notes 1(k) and 1(s)(i) to the

consolidated financial statements.

A2 BRI TEIRR I A 3 R AR B BT S HA M GE 100 R 1(s)() F R B AT IR

The Key Audit Matter
BHREKRSEE

How the matter was addressed in our audit

BRANEST NAEEZSE

The Group recorded revenue from the provision of general
building and civil engineering totalling HK$6,043 million for
the year ended 31 December 2018.

BE_T-/)/\F+-_A=1T—RHILFE  SEEEHGSEH
—REERTATIREEN KRB R6,043BEET

Contract revenue is recognised over time using the output
method, based on direct measurements of the value of
services delivered or surveys of work performed and the
estimated total revenue for the contracts entered into by the
Group. Contract costs are recognised when work is
performed, together with any provisions for expected
contract losses.

BN RERERAEERNRERCHR TRAENE
BEAK BERBEFREONMGEFHRKEREE L AR
R - A RARETTIERER - ERBEHNA0ER
LRI -

The recognition of revenue and profit relies on
management’s estimate of the final outcome of each
contract, which involves the exercise of significant
management judgement, particularly in forecasting the costs
to complete a contract, in valuing contract variations, claims
and liquidated damages, in estimating the amount of
expected losses and in assessing the ability of the Group to
deliver services according to the agreed timetable.

Yoas Koom MR B RN EEEHEHANNRKERD
fBEt BRSRITEEAEEEHE - LERERATK
BHHKA  FHANEE BRREVRES  HEE

Our audit procedures to assess contract accounting
estimates included the following:

HAFHE B NS ETNERRFREATRA -

. assessing the design, implementation and operating
effectiveness of key internal controls over the contract
revenue recognition processes;

o  FHAYHAHWAERRENRRAIIEFNRT B
NS T

o discussing with the Group management and project
directors the performance of the major contracts in
progress during the year and challenging the key
estimates and assumptions adopted in the forecast of
contract revenue and contract costs, including
estimated costs to completion, the recognition of
variation orders, the adequacy of contingency
provisions and their assessment of potential liquidated
damages for contracts which are behind schedule, by
obtaining and assessing information in connection the
assumptions adopted, including contract agreements
and sub-contracts, confirmations from and
correspondence with customers regarding contract
variations and claims and by considering historical
outcomes for similar contracts;

o ERERLFEEMRANBRREBENER (BFEE
WEED B BEPFHANEHLRHRNER
HEFPHBE)NRBEBERBUSHNELER
H EREEEERARMENHFALAETNA
AR 4B R SR TRORI & HO W aR K & WO B R B PIT BR AN B9
MMt RBRIELER  BREEFHTERAE - &
HWEENER  BAHRENTREMELEEENEE
AEIMBEER OB ES R

HEBSBALTE BEEEREHENRRERIEHRS
EVREI DT E °
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BREEHEE

& N 1% BAD ¥ &

MEEIER 2

Refer to note 3 to the consolidated financial statements and the accounting policies in notes 1(k) and 1(s)(i) to the

consolidated financial statements.

A2 BT ERR I AT 3 R AR B BT S FRA M AE 100 R 1(s)() FRY B AT IR

The Key Audit Matter
BREKSEE

How the matter was addressed in our audit

BN ETNAEEZEER

We identified contract accounting estimates as a key audit
matter because the estimation of the total revenue and total
costs to complete contracts is inherently subjective and
requires significant management judgement and estimation
and because errors in the forecast of contract revenue and
contract costs could result in a material variance in the
amount of profit or loss recognised from contracts to date
and, therefore, in the current period.

B EHE A RESEREZER  BRaldlai
TREHNBRAGRAREIBEMEFTREERANEE
JEHIE M fh T MR & B9k as BB #OBCASTERI B 6 7R AT BE
8PS R (RALRERMBEA) B BE OERNE
BERHBABAER -

obtaining a detailed breakdown of the total estimated
costs to completion for major contracts in progress
during the year and comparing, on a sample basis,
actual costs incurred to-date and cost estimates to
agreements, certifications or correspondence with
subcontractors and suppliers and other documentation
referred to by management in its assessment of the
estimated costs to completion;

RBFALEETHEEANONTR AR AR
BRA - YABRES A LERESEENERKAME
EMR B erkHEERN R RE RN
K E TR AR A FER (A R RN B Bl ) A S A

comparing the contract revenue recognised for the
major contracts in progress during the year with
reference to the certifications from the professionals
appointed by the customers;

BRFRAEEETHERANEANGHREERE
EPZENBEEALHNRELZETHIL

conducting site visits, on a sample basis, to observe
the progress of individual contracts and discussing with
site personnel the status of each project and evaluating
whether the project progress was consistent with the
agreed timetable and the Group’s financial accounting
records;

RMEEEETE AR UABRENSLNEE
M/ A B M EER E"]Hji%&uﬂﬁlgﬁiﬁfﬁﬁiﬁ%
THRHEERE BEEMNMESTREEE—
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KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BRERHEE

MEEER 2

Refer to note 3 to the consolidated financial statements and the accounting policies in notes 1(k) and 1(s)(i) to the

consolidated financial statements.

2B TEIRR I AT 3 R AR B BT S BRAMIGE 100 R 1(s)() FRY B AT IR

The Key Audit Matter How the matter was addressed in our audit

RRELEE EMNFTNMEEZER

INFORMATION OTHER THAN THE CONSOLIDATED

performing a retrospective review for contracts
completed during the current year by comparing the
final outcome of the contracts to previous estimates
made for those contracts to assess the reliability of the
management’s forecasting process; and

BBKAENNRREREZ FTHZ
EITH  HAFE KA LE
M EEETRARRA R SEE - R

FRHEHMAEE
TTEEMERZ - A

inspecting a sample of contract agreements with
customers and subcontractors to identify key terms
and conditions, including contracting parties, contract
period, contract sum, scope of work, liquidated
damages and evaluating whether these key terms and
conditions had been appropriately reflected in the total
estimated revenue and costs to complete under the
forecasts of contract.

MR E R P KD B G 491 A REE B8 8 1550
KAt (BHERIHT - a8 e - TIEEE -
BHORED) Y EZFERGARKTEERES
HITERI M ST U ek A RE S SE R AR R R BNE B RO IR AR -

FEMEBERRRAZBMBELINGER

FINANCIAL STATEMENTS AND AUDITOR’S REPORT

THEREON

The directors are responsible for the other information. The other EZZFHEAMEEEE - AMESSETHNFR
information comprises all the information included in the annual report, RHZHEE  BTREHLEEVBREREMHZ
other than the consolidated financial statements and our auditor’s report ~ EiElFRE °

thereon.

Our opinion on the consolidated financial statements does not cover the  HFPIEGZEHBHRENERT TREAMER - &
other information and we do not express any form of assurance I TAHZEHMELSEREMLANEREH

conclusion thereon.
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INDEPENDENT AUDITOR’S REPORT

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON (Continued)

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of the
Hong Kong Companies Ordinance and for such internal control as the
directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as a
body, in accordance with Section 90 of the Bermuda Companies Act
1981, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT
8 3 % BRD S

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit.
We also:

. |dentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

o Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence and, where
applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Yeung Yuk Fan.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

26 March 2019
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CONSOLIDATED INCOME STATEMENT

e Wm R

For the year ended 31 December 2018
(Expressed in Hong Kong dollars)

HE-_Z-N\E+_A=t+—BL=FE
(ABTTE7)

2018 2017

—E-N\EF ZE—+F

Note $’000 $000

B 5T Fr T

Revenue g 3 6,197,164 4,611,972
Direct costs BEERA (5,923,988) (4,364,813
Gross profit ER 273,176 247,159
Other revenue HAtb s 4 4,763 351
Other net (loss)/gain HbF (E8), W 5 (462) 528
Administrative expenses THAX (92,534) (72,668)
Profit from operations RERF 184,943 175,370
Finance costs BB R AR 6(a) (12,234) (5,486)
Share of results of a joint venture DhEETEEE (15,803) 1,022
Profit before taxation BR B AT A 6 156,906 170,906
Income tax g% 7(a) (27,585) (28,215)
Profit for the year FEERF 129,321 142,691

Attributable to: FEAL :

Equity shareholders of the Company FiN/NSIE F a4 129,689 141,874
Non-controlling interests JEFEAR = (368) 817
Profit for the year FERR 129,321 142,691
Earnings per share — Basic/Diluted SRER — & #E 10 324 cents Bl 35.5 cents &

The notes on pages 147 to 239 form part of these consolidated financial 55147 2239 B M T A 2 Z 45 4 B B iR % — 30
statements. Details of dividends payable to equity shareholders of the % - HREAEE S F 2 FERT AR TR E 2 K E
Company attributable to the profit for the year are set out in note 20(b). B E M FE20(0)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOI\/IE

=l T

3K

For the year ended 31 December 2018 BHE-_Z-)\F+-A=1T—HILFE
(Expressed in Hong Kong dollars) (ABTTE7)
2018 2017
—E-N\F —tF
$’000 $000
Fr T
Profit for the year FERH 129,321 142,691
Other comprehensive income for the year FEHM2EKZE (BRBi%)
(after tax)
Item that may be reclassified subsequently to Hizn &3 B2 EmAEE -
profit or loss:
Exchange differences on translation of financial &GN B A R EHRERL
statements of overseas subsidiaries E =% (336) 368
Total comprehensive income for the year FEXEWHAE 128,985 143,059
Attributable to: G
Equity shareholders of the Company RABIERIE 129,352 142,242
Non-controlling interests R (367) 817
Total comprehensive income for the year FEXHWRHALE 128,985 143,059
The notes on pages 147 to 239 form part of these consolidated financial 55147 & 23908 Mk 2 G S MG mME—5H o

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BRI R

at 31 December 2018
(Expressed in Hong Kong dollars)

RZZT—)\F+=-A=+—H
(ABTTE7)

2018 2017
—E-N\E ZE—+F
(Note)
ChEE)
Note $’°000 $'000
B 5T Fx T
Non-current assets kRBEE
Plant and equipment BT 11 43,538 30,314
Goodwill Fﬁ;ﬁ 1,209 1,209
Interest in a joint venture MNEEPENELR 13(a) - 3,089
Deferred tax assets ,hkﬁlﬁ BiE 7(c)(ii) 34,750 33,557
79,497 68,169
Current assets REEE
Contract assets BHEE 14 1,262,372 -
Gross amount due from customers JERE X TIRE R
for contract work 15 - 689,399
Trade and other receivables EUE FERE &E@ R R TE 16 568,734 871,904
Amount due from a joint venture B A& ER 13(a) 2,323 -
Current tax recoverable A Yz [el BR EA fRIE 7)) 4,528 2,482
Pledged deposits IR 25,039 25,006
Cash at banks and in hand RITRFERE 17(a) 216,897 256,759
2,079,893 1,845,550
Current liabilities RBEE
Interest in a joint venture REeEhEMNEDR 13(a) 12,714 -
Contract liabilities AHaE 14 119,888 -
Gross amount due to customers A& TREFRE
for contract work 15 - 186,396
Trade and other payables J?’Eéﬁﬁ%%%ﬂ&ﬁ@ﬁ%ﬁ?ﬂﬁ 18 1,145,617 931,071
Amount due to a joint venture EREEER 13(a) - 1,904
Bank loans and overdrafts ﬁﬂﬁ%im&iﬁi 19 371,732 307,742
Current tax payable JE 1~ BN HATR 18 7)) 10,942 8,360
1,660,893 1,435,473
Net current assets RBEEFE 419,000 410,077
Total assets less current liabilities HEERRBARE 498,497 478,246
Non-current liabilities kRBEE
Deferred tax liabilities RERIEEE 7(c)(ii) 4,717 3,451
NET ASSETS EEFE 493,780 474,795
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

,%ﬁ/\ﬁﬂ‘ky'ﬂljtﬂ%%

at 31 December 2018 —\F+ZA=+—8H
(Expressed in Hong Kong dollars) (ABTTE7)
2018 2017
—E-N\EF ZE—+F
(Note)
(B5E)
Note $’000 $°000
Liks3 T T
CAPITAL AND RESERVES BERR G
Share capital f% < 20(c) 40,000 40,000
Reserves e 453,343 433,991
Total equity attributable to equity EARERRRELERERE
shareholders of the Company 493,343 473,991
Non-controlling interests IR ER 437 804
TOTAL EQUITY LB 493,780 474,795
Approved and authorised for issue by the board of directors on 26 March &EEZEFEER_T—-—NF=AZ+NBIERE#ER
2019. T
Chan Ki Chun Yeung Cho Yin, William
(£ 2:95] BEE
Director Director
= EF

Note: The Group has initially applied HKFRS 15 at 1 January 2018. Under the transition
method chosen, comparative information is not restated. See note 1(d).

The notes on pages 147 to 239 form part of these consolidated financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GAERED R

For the year ended 31 December 2018 HE-Z—-\F+_A=+—HIFE
(Expressed in Hong Kong dollars) (LA/%EEW)

Attributable to equity shareholders of the Company

ARAERRRER
Non-
Share Share Capital  Exchange  Refained controling Total
Note capital premium reserve reserve profits Total interests equity

ik BE BiRE  AAER EiRE  REER B OEREE  EGER
§000 $000 §000 §000 §000 §000 $000 §000
7 7 7 7 iRz 7 Rz 7

At1 January 2017 R-E-tE-A-A 40,000 82,867 81 (168) 328967 451749 (13 451,736
Changesinequiy for2017:  —E-tEEEEE:
Proft for the year EFRH - - - - 1M8TE 141874 817 142,601
Other comprehensive income R EME - - - 368 - 368 - 368
Total comprehensive income 2ENREE - - - 08 141874 142,042 817 143059
Didendsapovedinespectel BE—EEREORE

the previous year 200)f) - - - - (700000 (70,000) - (70000
Dividends declared inrespectof ~ HAEESRERE

the current year 200)) - - - - (50000)  (50,000) - (50,000
At 31 December 2017 RZE-tE+ZA=+-A 40,000 82,867 81 02 3084 473991 804 4747%

Attributable to equity shareholders of the Company

RO RERRREE
Capital Non-
Share Share Exchange  Retained controlling Total
Note capital  premium reserve reserve profits Total interests equity

fifiE s RGEE EARE  ERGE  RERH a3 FERER  RRAR
$000 $000 $000 $000 $000 $000 $000 $000
fn fr fn fr fn fr frn T

Midnay20t  R=®-NF-A-R Gy B 8 SR A
Changes in equity for 2018: “E-\ERERAE:
Proft for the year R - - - - 129689 129689 (368 129,321
Other comprehensive income A2 ENE - - - (337) - (337) 1 (336)
Towoomperersiercome  PEMEER S o SR < I R T
Dividends approved in respectof B —EEHADRE

the previous year 200 - - - - (74,000) (74,000) - (74,000)
Dividends declared in respectof ~ HAEESREIRE

the current year 2000)0) - - - - (36,000) (36,000) - (36,000)
At 31 December 2018 R-E-NE+-A=1-H 40,000 82,867 81 (135) 370,530 493,343 437 493,780

The notes on pages 147 to 239 form part of these consolidated financial 5514722398 M ii# k%
statements.

nll
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CONSOLIDATED CASH FLOW STATEMENT
/\‘/ N Eﬁ i ;/ili E 2%

For the year ended 31 December 2018 BHE-_Z-)\F+-A=1T—HILFE
(Expressed in Hong Kong dollars) (ABTTE7)
2018 2017
—E-N\F —E—+tF
(Note)
(FF&E)
Note $’000 $°000
B 5T F T
Operating activities RESEH
Profit before taxation [ F5 A1 Y M) 156,906 170,906
Adjustments for: LTINS EEL AR
— Interest income — FBEWA 4 (248) (133)
— Finance costs — BMEKAR 6(a) 12,234 5,486
— Depreciation —hE B(c) 14,161 1,696
— Net loss/(gain) on disposal of plant and — H&KE & REH
equipment B (W) #5E 5 498 (505)
— Share of results of a joint venture — DhEEDLEES 15,803 (1,022)
— Net foreign exchange loss/(gain) — SNEEE, (k) FEE 32 (38)
Changes in working capital: EEEREY
— Increase in contract assets — BHEEE N (440,180) -

— Increase in gross amount due

— BRAHTREEPAREEM

from customers for contract work - (106,149)
— Decrease/(increase) in trade and — EWE FERER R E MU

other receivables RIEE A, (5 ) 17(b) 97,896 (295,478)
— Increase in pledged deposits — IIRTE R A0 (33) (69)
— Increase in contract liabilities — ABHaEEMm 20,207 -
— Increase in gross amount — ERNEH IR A%IEN

due to customers for contract work - 59,891
— Increase in trade and other payables — ENESGRIEK

HoAth FE AT IR AN 17(o) 279,448 281,264
Cash generated from operations BREMBRS 156,724 115,853
Hong Kong Profits Tax paid, net B EEF B - FE (26,976) (27,081)
Net cash generated from operating ﬁ&%iﬁiﬂﬁﬁﬁﬁﬁ%gﬁ
activities 129,748 88,772
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CONSOLIDATED CASH FLOW STATEMENT
cEREEMER

For the year ended 31 December 2018 HE-Z—-\F+_A=+—HIFE
(Expressed in Hong Kong dollars) (L‘A;‘%ﬁ%&”)
2018 2017
—E-N\F ZE—+F
(Note)
(fF5E)
Note $°000 $'000
Pt aE Fr Tt
Investing activities RETH
Payment for the purchase of plant and BEME MEBEMNR
equipment (28,620) (15,637)
Proceeds from disposal of plant and HERE LRGBS HRIE
equipment 737 976
Repayment from a joint venture REEEDEMNER 17,381 8,508
Advances to a joint venture MEEREHR (21,608) (7,636)
Payment for acquisition of subsidiaries UG BE B B A BT R
net of cash acquired ($0BR U BEIR &) 26 - (3,219)
Interest received 2HFE 245 166
Net cash used in investing activites R&Z@HFAAREF®E (31,865) (1 6842)
Financing activities MEEE
Proceeds from bank loans RITERPIISHIA 17(0) & 17(c) 602,500 710,000
Repayment of bank loans ERIRITENK 17(c) (611,812) (621,628)
Interest paid BB 17(0) (12,234) (5,486)
Dividends paid to equity shareholders AIAR B EREE IR AL E
of the Company 20(0) (110,000 (120,000)
Net cash used in financing activities @& EE) Fﬁﬁﬁﬁ%%gﬁ _______________________________ (131,546)  (37,114)
Net (decrease)/increase in cash and iﬁ,%&ﬁﬁ%ﬁ )]
cash equivalents mA), IR (33,663) 34,816
Cash and cash equivalents at the FEINBEERESEEY
beginning of the year 17(a) 250,775 215,828
Effect of foreign exchange rate EREEFHNTE
changes (215) 131
Cash and cash equivalents attheend FRHNEESREESEZEY
of the year 17(a) 216,897 250,775

Note: The Group has initially applied HKFRS 15 at 1 January 2018. Under the transition Wit REBER-_ZT—N\E—A—BEXEAETEMBRELER
method chosen, comparative information is not restated. See note 1(d). FA55% o RIRFTIZIEREE  LBRERTTEY - 2R
1(d) °

The notes on pages 147 to 239 form part of these consolidated financial 5147 & 239 BT R LS54 MIEHRER — &5 o
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(c)

General information

SFK Construction Holdings Limited (the “Company”) and its

R B R R M A

At

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)
1 EEEMHEE
(@ —REH
MREBEREBARAR(TARF R
HtB AR (SB[ AEE]) TE2HFE

subsidiaries (together referred to as the “Group”) are
principally engaged in construction and maintenance projects
in Hong Kong, construction projects in Macau and housing
management services in Hong Kong and the People’s
Republic of China (the “PRC”). The Company was
incorporated in Bermuda on 17 October 2007 as an
exempted company with limited liability under the Companies
Act 1981 of Bermuda (as amended). The Company’s shares
were listed on The Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 10 December
2015.

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.
These financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).
Significant accounting policies adopted by the Group are
disclosed below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period of the Group. Note 1(d) provides
information on any changes in accounting policies resulting
from initial application of these developments to the extent
that they are relevant to the Group for the current and prior
accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
December 2018 comprise the Company and its subsidiaries
and the Group’s interest in a joint venture.

The measurement basis used in the preparation of these
financial statements is the historical cost basis.

(b)

(c)

T-N\FR | FERE

WEEERREBRR - ERPILERE
HAAREBRBRBPEARKMBE(H
BOREFEEERS - ARBRR_F
TLFETATEARBEERE AN\~
FRRDE(RIER]) KRB FREFEMKLAS
EHRRBRRR - ARRRMHRN -F
—£¢+*H+HEA§%H§%QX%%E
AA) ([P )) 2R LT

BREHR

M—rﬁﬂ’liﬁﬂiﬁﬁzﬁ”ﬁﬁﬁL)ﬂE%ﬁﬁi

SRR ((EBMBHRELEL ) (LR
@%?7‘% sting((EAEFMAE])
ﬁﬁﬁﬁﬁﬁﬁ*ﬁi@ﬁﬁéﬁéﬂﬂ%i&%ﬁﬂll &
BEFHEA (BB e L)) R2E)
E/%A.JSC;E ERRFR(RBIEDD) 2
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RAEEGRX - AREREANEIE G
BRI T o

BEEGEMASEEMETERER
AEETRE R SRR RN ZH
FI RIS ET BB R E 2R - BizE1(0)
%ET/\,\Q/AE%EZ%%)EJZEE’J AT B
RN MESHEENER - HERRZE
PRI P REAE R R 2 BT HARE
NBRE RS EEE -

PBHERIFIEE

BE_Z-N\F+_A=+t—HLFE
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AARAEERE L BEAES

RAEZEVBERREMATEELERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A

IRAA

(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

1
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B 7% ¥R & M &

 LUBTT251)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

(d)

Basis of preparation of the financial statements
(Continued)

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other factors
that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and
future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are
discussed in note 2.

Changes in accounting policies

The HKICPA has issued a number of new HKFRSs and
amendments to HKFRSs that are first effective for the current
accounting period of the Group. Of these, the following
developments are relevant to the Group’s financial
statements:

(i) HKFRS 9, Financial instruments

(i)  HKFRS 15, Revenue from contracts with customers

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

SFK Construction Holdings Limited | Annual Report 2018
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Changes in accounting policies (Continued)

@i

(i)

HKFRS 9, Financial instruments

HKFRS 9 replaces HKAS 39, Financial instruments:
recognition and measurement. HKFRS 9 introduces
new requirements for classification and measurement
of financial assets, including the measurement of
impairment for financial assets. The Group has been
impacted by HKFRS 9 in relation to measurement of
impairment for financial assets.

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” (“ECL”) model. Under the ECL model, it will
no longer be necessary for a loss event to occur before
an impairment loss is recognised. Instead, an entity is
required to recognise and measure either a 12-month
ECL or a lifetime ECL, depending on the asset and the
facts and circumstances. The application of the ECL
model results in earlier recognition of credit losses, but
with no material financial impact to the Group.

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts
with customers. HKFRS 15 replaces HKAS 18,
Revenue, which covered revenue arising from sale of
goods and rendering of services, and HKAS 11,
Construction contracts, which specified the accounting
for construction contracts.

HKFRS 15 also introduces additional qualitative and
quantitative disclosure requirements which aim to
enable users of the financial statements to understand
the nature, amount, timing and uncertainty of revenue
and cash flows arising from contracts with customers.

There is no impact of transition to HKFRS 15 on
retained profits at 1 January 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Changes in accounting policies (Continued)

(ii)

HKFRS 15, Revenue from contracts with
customers (Continued)

Further details of the nature and effect of the changes
on previous accounting policies are set out below:

Timing of revenue recognition

Previously, revenue arising from construction
contracts and provision of services was
recognised over time, whereas revenue from sale
of goods was generally recognised at a point in
time when the risks and rewards of ownership of
the goods had passed to the customers.

Under HKFRS 15, revenue is recognised when
the customer obtains control of the promised
good or service in the contract. This may be at a
single point in time or over time. HKFRS 15
identifies the following three situations in which
control of the promised good or service is
regarded as being transferred over time:

A.  When the customer simultaneously receives
and consumes the benefits provided by the
entity’s performance, as the entity performs;

B.  When the entity’s performance creates or
enhances an asset (for example work in
progress) that the customer controls as the
asset is created or enhanced;

C.  When the entity’s performance does not
create an asset with an alternative use to
the entity and the entity has an enforceable
right to payment for performance completed
to date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Changes in accounting policies (Continued)

(i) HKFRS 15, Revenue from contracts with
customers (Continued)

a.

Timing of revenue recognition (Continued)

If the contract terms and the entity’s activities do
not fall into any of these 3 situations, then under
HKFRS 15 the entity recognises revenue for the
sale of that good or service at a single point in
time, being when control has passed. Transfer of
risks and rewards of ownership is only one of the
indicators that is considered in determining when
the transfer of control occurs.

The adoption of HKFRS 15 does not have a
significant impact on when the Group recognises
revenue from construction contracts (see note
1(s)())) and provision of services (see note 1(s(ii)).

Timing of recognition of contract costs

Under HKFRS 15, if the costs incurred in fulfilling
a contract with a customer are not within the
scope of another standard, assets shall only be
recognised if the costs incurred (i) relate directly
to a contract or an anticipated contract that can
be specifically identified; (i) generate or enhance
resources of the entity that will be used in
satisfying performance obligations in the future;
and (jii) are expected to be recovered. Costs that
relate to satisfied performance obligations (or
partially satisfied performance obligations) in the
contracts and costs for which an entity cannot
distinguish whether the costs relate to unsatisfied
performance obligations or to satisfied
performance obligations shall be expensed as
incurred under HKFRS 15.

Previously, contract costs of the Group are
recognised by reference to the stage of
completion of the contract, which was measured
by reference to the percentage of the estimated
total revenue for the contracts entered into by the
Group that have been performed to date. Under
HKFRS 15, contract costs that related to satisfy
performance obligations are expensed as
incurred. The adoption of HKFRS 15 does not
have a significant impact on the timing of
recognition of contract costs.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Changes in accounting policies (Continued)

(i) HKFRS 15, Revenue from contracts with
customers (Continued)

C.

Presentation of contract assets and liabilities

Under HKFRS 15, a receivable is recognised only
if the Group has an unconditional right to
consideration. If the Group recognises the related
revenue (see note 1(s)) before being
unconditionally entitled to the consideration for
the promised goods and services in the contract,
then the entitlement to consideration is classified
as a contract asset. Similarly, a contract liability,
rather than a payable, is recognised when a
customer pays non-refundable consideration, or
is contractually required to pay non-refundable
consideration and the amount is already due,
before the Group recognises the related revenue.
For a single contract with the customer, either a
net contract asset or a net contract liability is
presented. For multiple contracts, contract assets
and contract liabilities of unrelated contracts are
not presented on a net basis (see note 1(k)).

Previously, contract balances relating to
construction contracts in progress were
presented in the statement of financial position
under “gross amount due from customers for
contract work” or “gross amount due to
customers for contract work” respectively.

Receivables for which the Group’s entitlement to
the consideration was conditional on achieving
certain milestones or satisfactory completion for
retention period were presented in the statement
of financial position as “retentions receivable”
under “trade and other receivables”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Changes in accounting policies (Continued)

(i) HKFRS 15, Revenue from contracts with
customers (Continued)

C.

Presentation of contract assets and liabilities
(Continued)

To reflect these changes in presentation, the
Group has made the following adjustments at 1
January 2018, as a result of the adoption of
HKFRS 15:

(i) “Gross amount due from customers for
contract work” (note 15) and “retentions
receivable” under “trade and other
receivables” (note 16) amounting to
$689,399,000 and $219,508,000
respectively, are now included under
contract assets (note 14) or contract
liabilities (note 14) on a net basis for a single
contract with the customer; and

(i)  “Gross amount due to customers for
contract work” (note 15) amounting to
$186,396,000 is now included under
contract liabilities (note 14).

Disclosure of the estimated impact on the
amounts reported in respect of the year ended 31
December 2018 as a result of the adoption of
HKFRS 15 on 1 January 2018

The following tables summarise the estimated
impact of adoption of HKFRS 15 on the Group’s
consolidated financial statements for the year
ended 31 December 2018, by comparing the
amounts reported under HKFRS 15 in these
consolidated financial statements with estimates
of the hypothetical amounts that would have been
recognised under HKAS 18 and HKAS 11 if those
superseded standards had continued to apply to
2018 instead of HKFRS 15. These tables show
only those line items impacted by the adoption of
HKFRS 15:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B R AR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 EERHBEE)

d.

(d) Changes in accounting policies (Continued) (d) EETBEREE (£
(i) HKFRS 15, Revenue from contracts with (i) BEUBHREEAEISR FF
customers (Continued) BRI ()
Disclosure of the estimated impact on the d BEZ-ZF-NF+=-H
amounts reported in respect of the year ended 31 =t —HUFEHEFEAR=
December 2018 as a result of the adoption of E-NF-—A—HERNES
HKFRS 15 on 1 January 2018 (Continued) B 53R & 2ERIE 16 9% T 51 #R
ML B (AT 2 ()
Difference:
Estimated
Amounts Hypothetical impact of
reported in amounts under adoption of
accordance with HKASs 18 HKFRS 15
HKFRS 15 and 11 on 2018
A B (A-B)
=8
= \F
REBE RNE BT
WEEA BRGHER %R
£ 15585114 EREYSRE AN £15%M
okt ol Ehakarl EEEZ
A B) (A-B)
$000 $000 $'000
T Fr T
Line items in the consolidated statement of SEMEBURREERE155
financial position as at 31 December 2018 NEWBE-E-N\F
impacted by the adoption of HKFRS 15: +=A=+—-H
REMBERRRPER
Contract assets BHEE 1,262,372 - 1,262,372
Gross amount due from customers for contract work  FEURA X TR EF 4% - 1,024,165 (1,024,165)
Trade and other receivables JEIE 58RI H A PR 568,734 866,249 (297,515)
Total current assets REBEELE 2,079,893 2,139,201 (59,308)
Contract liabilities BHEE (119,888) - (119,888)
Gross amount due to customers for contract work  ENA X TIREFHE%E - (179,196) 179,196
Total current liabilities REBEEAE (1,660,893) (1,720,201) 59,308
Line items in the reconciliation of profit before ~ SIFAE BEIFHEERE15%
taxation to cash generated from operations PENBE-ZE-N\E+=A
for year ended 31 December 2018 impacted by  =+— B I EERBI AT FIE
the adoption of HKFRS 15: REEDRERE2HRER
Depreciation e 14,161 1,312 12,849
Increase in contract assets AHEEEM (440,180) - (440,180)
Increase in gross amount due from customers for WA H TR @EEEN
contract work - (323,031) 323,031
Decrease in trade and other receivables FEUE 5 B 0 K LAt FE U S TE R 97,896 19,889 78,007
Increase in contract liabilities AREREEM 20,207 - 20,207
Decreasg in gross amount due to customers for EREHNIREFEERLD
contract work - (6,086) 6,086

The significant differences arise as a result of the
changes in accounting policies described above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity.
When assessing whether the Group has power, only
substantive rights (held by the Group and other parties) are
considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated in
full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to
the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the Company, and in
respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in
the Group as a whole having a contractual obligation in
respect of those interests that meets the definition of a
financial liability. For each business combination, the Group
can elect to measure any non-controlling interests either at
fair value or at the non-controlling interests’ proportionate
share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to the equity shareholders of the Company.
Non controlling interests in the results of the Group are
presented on the face of the consolidated income statement
and the consolidated statement of comprehensive income as
an allocation of the total profit or loss and total
comprehensive income for the year between non-controlling
interests and the equity shareholders of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A

IRAA

(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

1
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B 7% ¥R & M &

 LUBTT251)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(f)

Subsidiaries and non-controlling interests
(Continued)

Changes in the Group’s interests in a subsidiary that do not
result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts
of controlling and non-controlling interests within consolidated
equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is
recognised.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with a
resulting gain or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial recognition of
an investment in a joint venture (see note 1(f)(i)) or an
associate.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 1(j)(iii).

Joint arrangements

(i) Joint venture

A joint venture is an arrangement whereby the Group
and other parties contractually agree to share control of
the arrangement, and have rights to the net assets of
the arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Joint arrangements (Continued)

(i)

Joint venture (Continued)

An investment in a joint venture is accounted for in the
consolidated financial statements under the equity
method. Under the equity method, the investment is
initially recorded at cost, adjusted for any excess of the
Group’s share of the acquisition-date fair values of the
investee’s identifiable net assets over the cost of the
investment (if any). The cost of the investment includes
purchase price, other costs directly attributable to the
acquisition of the investment, and any direct investment
into the joint venture that forms part of the Group’s
equity investment. Thereafter, the investment is
adjusted for the post acquisition change in the Group’s
share of the investee’s net assets and any impairment
loss relating to the investment (see note 1(j)(iii). Any
acquisition-date excess over cost, the Group’s share of
the post-acquisition, post-tax results of the investees
and any impairment losses for the year are recognised
in the consolidated income statement, whereas the
Group’s share of the post-acquisition post-tax items of
the investees’ other comprehensive income is
recognised in the consolidated statement of
comprehensive income.

When the Group’s share of losses exceeds its interest
in the joint venture, the Group’s interest is reduced to
nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf
of the investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the equity
method together with any other long-term interests that
in substance form part of the Group’s net investment in
the joint venture.

Unrealised profits and losses resulting from transactions
between the Group and its joint venture are eliminated
to the extent of the Group’s interest in the investee,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

 LUBTT251)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Joint arrangements (Continued)

(i)

(i)

Joint venture (Continued)

If an investment in a joint venture becomes an
investment in an associate, the retained interest is not
remeasured. Instead, the investment continues to be
accounted for under the equity method.

In all other cases, when the Group ceases to have joint
control over a joint venture, it is accounted for as a
disposal of the entire interest in that investee, with a
resulting gain or loss being recognised in profit or loss.
Any interest retained in that former investee at the date
when joint control is lost is recognised at fair value and
this amount is regarded as the fair value on initial
recognition of a financial asset.

Joint operations

A joint operation is a joint arrangement whereby the
parties that have joint control of the arrangement have
rights to the assets, and obligations for the liabilities,
relating to the joint arrangement. Joint control is the
contractually agreed sharing of control of an
arrangement, which exists only when decisions about
the relevant activities require unanimous consent of the
parties sharing control.

When a group entity undertakes its activities under joint
operations, the Group as a joint operator recognises in
relation to its interest in a joint operation:

—  its assets, including its share of any assets held
jointly;

— its liabilities, including its share of any liabilities
incurred jointly;

— its revenues from the sale of its share of the
output arising from the joint operation;

— its share of the revenue from the sale of the
output by the joint operation; and

—  its expenses, including its share of any expenses
incurred jointly.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Joint arrangements (Continued)

(ii)

Joint operations (Continued)

The Group accounts for the assets, liabilities, revenues
and expenses relating to its interest in a joint operation
in accordance with the HKFRSs applicable to the
particular assets, liabilities, revenues and expenses.

When a group entity sells or contributes assets to a
joint operation in which a group entity is a joint operator,
the Group is considered to be selling or contributing
assets to the other parties to the joint operation, and
gains and losses resulting from the sale or contribution
are recognised in the consolidated financial statements
only to the extent of other parties’ interests in the joint
operation.

When a group entity purchases assets from a joint
operation in which a group entity is a joint operator, the
Group does not recognise its share of the gains and
losses until it resells those assets to a third party.

(9) Goodwill

Goodwill represents the excess of

M

the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interest
in the acquires and the fair value of the Group’s
previously held equity interest in the acquires; over

the net fair value of the acquiree’s identifiable assets
and liabilities measured as at the acquisition date.

When (i) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash generating unit, or groups of cash
generating units, that is expected to benefit from the
synergies of the combination and is tested annually for
impairment (see note 1j)).

On disposal of a cash generating unit during the year, any
attributable amount of purchased goodwill is included in the
calculation of the profit or loss on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

(i)

Plant and equipment

Plant and equipment is stated at cost less accumulated
depreciation and impairment losses (see note 1(j)).

Gains or losses arising from the retirement or disposal of an
item of plant and equipment are determined as the difference
between the net disposal proceeds and the carrying amount
of the item and are recognised in profit or loss on the date of
retirement or disposal.

Depreciation is calculated to write off the cost of items of
plant and equipment, less their estimated residual value, if
any, using the straight line method over their estimated useful
lives as follows:

—  Machinery and equipment 5 years
—  Motor vehicles 5 years
—  Furniture and fixtures 5 years

Where parts of an item of plant and equipment have different
useful lives, the cost of the item is allocated on a reasonable
basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual
value, if any, are reviewed annually.

Operating lease charges

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

Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as operating
leases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i)

@)

Operating lease charges (Continued)

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to
profit or loss in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received are
recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals are
charged to profit or loss in the accounting period in which
they are incurred.

Credit losses and impairment of assets

(i) Credit losses from financial instruments and
contract asses

(A)  Policy applicable from 1 January 2018

The Group recognises a loss allowance for ECLs
on the following items:

— financial assets measured at amortised cost
(including cash and cash equivalents and
trade and other receivables); and

—  contract assets as defined in HKFRS 15 (see
note 1(k)).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present
value of all expected cash shortfalls (i.e. the
difference between the cash flows due to the
Group in accordance with the contract and the
cash flows that the Group expects to receive).

The expected cash shortfalls are discounted
using the following discount rates where the effect
of discounting is material:

— fixed-rate financial assets, trade and other
receivables and contract assets: effective
interest rate determined at initial recognition
or an approximation thereof; and

— variable-rate financial assets: current
effective interest rate.
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(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

 LUBTT251)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(i) Credit losses from financial instruments and
contract asses (Continued)

A

Policy applicable from 1 January 2018 (Continued)

Measurement of ECLs (Continued)

The maximum period considered when estimating
ECLs is the maximum contractual period over
which the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account
reasonable and supportable information that is
available without undue cost or effort. This
includes information about past events, current
conditions and forecasts of future economic
conditions.

ECLs are measured on either of the following
bases:

— 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are
expected to result from all possible default
events over the expected lives of the items
to which the ECL model applies.

Loss allowances for trade receivables and
contract assets are always measured at an
amount equal to lifetime ECLs. ECLs on these
financial assets are estimated using a provision
matrix based on the Group’s historical credit loss
experience, adjusted for factors that are specific
to the debtors and an assessment of both the
current and forecast general economic conditions
at the reporting date.

For all other financial instruments, the Group
recognises a loss allowance equal to 12-month
ECLs unless there has been a significant increase
in credit risk of the financial instrument since initial
recognition, in which case the loss allowance is
measured at an amount equal to lifetime ECLs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(i)

A M BRERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

Credit losses from financial instruments and
contract asses (Continued)

(A)  Policy applicable from 1 January 2018 (Continued)

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of
default occurring on the financial instrument
assessed at the reporting date with that assessed
at the date of initial recognition. In making this
reassessment, the Group considers that a default
event occurs when (i) the borrower is unlikely to
pay its credit obligations to the Group in full,
without recourse by the Group to actions such as
realising security (if any is held); or (i) the financial
asset is 90 days past due. The Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that

is available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has

increased significantly since initial recognition:

—  failure to make payments of principal or
interest on their contractually due dates;

— an actual or expected significant
deterioration in a financial instrument’s
external or internal credit rating (if available);

— an actual or expected significant
deterioration in the operating results of the

debtor; and

— existing or forecast changes in the
technological, market, economic or legal
environment that have a significant adverse
effect on the debtor’s ability to meet its

obligation to the Group.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(i) Credit losses from financial instruments and
contract asses (Continued)

A

Policy applicable from 1 January 2018 (Continued)

Significant increases in credit risk (Continued)

Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis,
the financial instruments are grouped based on
shared credit risk characteristics, such as past
due status and crediit risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the
ECL amount is recognised as an impairment gain
or loss in profit or loss. The Group recognises an
impairment gain or loss for all financial
instruments with a corresponding adjustment to
their carrying amount through a loss allowance
account.

Basis of calculation of interest income

Interest income recognised in accordance with
note 1(s)(iii) is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case
interest income is calculated based on the
amortised cost (i.e. the gross carrying amount
less loss allowance) of the financial asset.

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on
the estimated future cash flows of the financial
asset have occurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Creditlosses and impairment of assets (Continued)

(i) Credit losses from financial instruments and
contract asses (Continued)

A

Policy applicable from 1 January 2018 (Continued)

Basis of calculation of interest income (Continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

— significant financial difficulties of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal
payments;

— it becoming probable that the borrower will
enter into bankruptcy or other financial
reorganisation; or

— significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor.

Write-off policy

The gross carrying amount of a financial asset or
contract asset is written off (either partially or in
full) to the extent that there is no realistic prospect
of recovery. This is generally the case when the
Group determines that the debtor does not have
assets or sources of income that could generate
sufficient cash flows to repay the amounts subject
to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a reversal
of impairment in profit or loss in the period in
which the recovery occurs.

R B R R M A

At

- LABTE271)

1 EEEHRE @
() FEBERREEREE)

() XREEHMIARAHNEENEEE
B(E)

A)

T-N\FR | FERE

B-F—-NF—HA—HEH
BB ()

FHER S A R ELE ()

TREEHBEERENZ
BEBEATABREMSF

- BEBABERUBAE
2

- ERAEH WmIERH
EREEMNBEAE

- EBATREWESE
TTEMPBES 3k

- BmH EEHL
ERBEFEAEARE
mEEHABTHE
@,

HEHBER

fief B B L 3 8 U ) A AT BE
M SRMEENRAGNEEN
REREEE BME (DX
2FF) o W I AREERRBES
A B S AR AT
ERMRERENEERT
MIEN IR —RIFR

fBESMENEEREER
YemE - B E HE R R 1R 5
R SR ERE o

EEREBEARA A 165



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IRAA

e B R R M

(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)

1

166

SIGNIFICANT ACCOUNTING POLICIES (Continued)
(i) Creditlosses and impairment of assets (Continued)

(i) Credit losses from financial instruments and
contract asses (Continued)

(B)  Policy applicable prior to 1 January 2018

Prior to 1 January 2018, an “incurred loss” model
was used to measure impairment losses on
financial assets not classified as at fair value
through profit or loss (e.g. trade and other
receivables). Under the “incurred loss” model, an
impairment loss was recognised only when there
was objective evidence of impairment. Objective
evidence of impairment included:

— significant financial difficulties of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal
payments;

— it becoming probable that the debtor will
enter bankruptcy or other financial
reorganisation; and

— significant changes in the technological,

market, economic or legal environment that
have an adverse effect on the debtor.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M BRERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(i) Credit losses from financial instruments and
contract asses (Continued)

B)

Policy applicable prior to 1 January 2018
(Continued)

If any such evidence existed, an impairment loss
was determined and recognised as follows:

—  For trade and other receivables and other
financial assets carried at amortised cost,
the impairment loss was measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the
financial asset’s original effective interest
rate (i.e. the effective interest rate computed
at initial recognition of these assets), where
the effect of discounting was material. This
assessment was made collectively where
these financial assets shared similar risk
characteristics, such as similar past due
status, and had not been individually
assessed as impaired. Future cash flows for
financial assets which were assessed for
impairment collectively were based on
historical loss experience for assets with
credit risk characteristics similar to the
collective group.

If in a subsequent period the amount of an
impairment loss decreased and the
decrease could be linked objectively to an
event occurring after the impairment loss
was recognised, the impairment loss was
reversed through profit or loss. A reversal of
an impairment loss was only recognised to
the extent that it did not result in the asset’s
carrying amount exceeding that which
would have been determined had no
impairment loss been recognised in prior
years.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(i) Creditlosses and impairment of assets (Continued)

(i) Credit losses from financial instruments and
contract asses (Continued)

(B) Policy applicable prior to 1 January 2018
(Continued)

— When the recovery of a trade debtor or
other financial assets carried at amortised
cost was considered doubtful but not
remote, associated impairment losses were
recorded using an allowance account.
When the Group was satisfied that recovery
was remote, the amount considered
irrecoverable was written off against the
gross carrying amount of those assets
directly. Subsequent recoveries of amounts
previously charged to the allowance
account were reversed against the
allowance account. Other changes in the
allowance account and subsequent
recoveries of amounts previously written off
directly were recognised in profit or loss.

(i) Credit losses from financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (the
“holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(ii)

Credit losses from financial guarantees issued
(Continued)

Financial guarantees issued are initially recognised
within “trade and other payables” at fair value, which is
determined by reference to fees charged in an arm’s
length transaction for similar services, when such
information is obtainable, or to interest rate differentials,
by comparing the actual rates charged by lenders when
the guarantee is made available with the estimated
rates that lenders would have charged, had the
guarantees not been available, where reliable estimates
of such information can be made. Where consideration
is received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is
received or receivable, an immediate expense is
recognised in profit or loss.

Subsequent to initial recognition, the amount initially
recognised as deferred income is amortised in profit or
loss over the term of the guarantee as income from
financial guarantees issued.

(A)  Policy applicable from 1 January 2018

The Group monitors the risk that the specified
debtor will default on the contract and recognises
a provision when ECLs on the financial
guarantees are determined to be higher than the
amount carried in “trade and other payables” in
respect of the guarantees (i.e. the amount initially
recognised, less accumulated amortisation).

To determine ECLs, the Group considers changes
in the risk of default of the specified debtor since
the issuance of the guarantee. A 12-month ECL
is measured unless the risk that the specified
debtor will default has increased significantly
since the guarantee is issued, in which case a
lifetime ECL is measured. The same definition of
default and the same assessment of significant
increase in credit risk as described in note 1(j)(i)

apply.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

)]

Credit losses and impairment of assets (Continued)

(i) Credit losses from financial guarantees issued
(Continued)

(A)  Policy applicable from 1 January 2018 (Continued)

As the Group is required to make payments only
in the event of a default by the specified debtor in
accordance with the terms of the instrument that
is guaranteed, an ECL is estimated based on the
expected payments to reimburse the holder for a
credit loss that it incurs less any amount that the
Group expects to receive from the holder of the
guarantee, the specified debtor or any other
party. The amount is then discounted using the
current risk-free rate adjusted for risks specific to
the cash flows.

(B)  Policy applicable prior to 1 January 2018

Prior to 1 January 2018, a provision would be
recognised if and when it became probable that (i)
the holder of the guarantee would call upon the
Group under the guarantee and (i) the amount of
the claim on the Group was expected to exceed
the amount carried in “trade and other payables”
in respect of the guarantee.

(iii) Impairment of other non-current assets

Internal and external sources of information are
reviewed at the end of each reporting period to identify
indications that the following assets may be impaired
or, except in the case of goodwill, an impairment loss
previously recognised no longer exists or may have
decreased:

—  plant and equipment;
—  goodwill; and

— investment in a subsidiary in the Company’s
statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(iii)

Impairment of other non-current assets (Continued)

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill, the
recoverable amount is estimated annually whether or
not there is any indication of impairment.

—  Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less costs of disposal and value in
use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of the time value of
money and the risks specific to the asset. Where
an asset does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the smallest
group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

—  Recognition of impairment losses

An impairment loss is recognised in profit or loss
if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses
recognised in respect of cash-generating units
are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating
unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or
group of units) on a pro rata basis, except that
the carrying value of an asset will not be reduced
below its individual fair value less costs of disposal
(if measurable) or value in use (if determinable).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

)]

(k)

Credit losses and impairment of assets (Continued)
(iii) Impairment of other non-current assets (Continued)
—  Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

(iv) Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance with
HKAS 34, Interim financial reporting, in respect of the
first six months of the financial year. At the end of the
interim period, the Group applies the same impairment
testing, recognition, and reversal criteria as it would at
the end of the financial year (see notes 1(j)(i) and (ii).

Impairment losses recognised in an interim period in
respect of goodwill are not reversed in a subsequent
period. This is the case even if no loss, or a smaller
loss, would have been recognised had the impairment
been assessed only at the end of the financial year to
which the interim period relates.

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue (see note 1(s)) before being unconditionally entitled to
the consideration under the payment terms set out in the
contract. Contract assets are assessed for ECLs in
accordance with the policy set out in note 1(j)(i) and are
reclassified to receivables when the right to the consideration
has become unconditional (see note 1())).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

0

Contract assets and contract liabilities (Continued)

A contract liability is recognised when the customer pays
non-refundable consideration before the Group recognises
the related revenue (see note 1(s)). A contract liability would
also be recognised if the Group has an unconditional right to
receive non-refundable consideration before the Group
recognises the related revenue. In such cases, a
corresponding receivable would also be recognised (see note

1(0)-

For a single contract with the customer, either a net contract
asset or a net contract liability is presented. For multiple
contracts, contract assets and contract liabilities of unrelated
contracts are not presented on a net basis.

Policy prior to 1 January 2018

In the comparative period, contract balances were recorded
for construction contracts at the net amount of costs incurred
plus recognised profit less recognised losses and progress
billings. These net balances were presented in the statement
of financial position as the “gross amount due from customers
for contract work” (as an asset) or the “gross amount due to
customers for contract work” (as a liability), as applicable
respectively on a contract-by-contract basis. Progress billings
not yet paid by the customer were included under “trade and
other receivables”. Amounts received before the related work
was performed were included under “trade and other
payables”. These balances have been reclassified on 1
January 2018 as shown in note 14 (see note 1(dj(ii)).

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is
required before payment of that consideration is due. If
revenue has been recognised before the Group has an
unconditional right to receive consideration, the amount is
presented as a contract asset (see note 1(k)).

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses (see note 1(j)
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m) Cash and cash equivalents

(n)

(o)

Cash and cash equivalents comprise cash at banks and in
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral
part of the Group’s cash management are also included as a
component of cash and cash equivalents for the purpose of
the consolidated cash flow statement. Cash and cash
equivalents are assessed for ECLs in accordance with the
policy set out in note 1(j)(i).

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at fair value
less transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost
using the effective interest method. Interest expense is
recognised in accordance with the Group’s accounting policy
for borrowing costs (see note 1(u)).

Trade and other payables

Trade and other payables are initially recognised at fair value.
Except for financial guarantee liabilities measured in
accordance with note 1(j)(ii), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p)

(a)

Employee benefits

(i) Short-term employee benefits and contributions
to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are rendered
by employees. Where payment or settlement is deferred
and the effect would be material, these amounts are
stated at their present values.

(i) Termination benefits

Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when it recognises restructuring
costs involving the payment of termination benefits.

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current tax
and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income or
directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in
equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the end of the reporting period, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q)

Income tax (Continued)

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred
tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing
taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same period
as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if
they relate to the same taxation authority and the same
taxable entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purpose, the initial recognition
of assets or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a business
combination), and temporary differences relating to
investments in subsidiaries to the extent that, in the case of
taxable differences, the Group controls the timing of the
reversal and it is probable that the differences will not reverse
in the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not discounted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q)

Income tax (Continued)

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Additional income taxes that arises from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

—  different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a net
basis or realise and settle simultaneously.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

(s)

Provisions and contingent liabilities

(i)

(i)

Provisions and contingent liabilities

Provisions are recognised when the Group has a legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present
value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Onerous contracts

An onerous contract exists when the Group has a
contract under which the unavoidable costs of meeting
the obligations under the contract exceed the economic
benefits expected to be received from the contract.
Provisions for onerous contracts are measured at the
present value of the lower of the expected cost of
terminating the contract and the net cost of continuing
with the contract.

Revenue and other income

Income is classified by the Group as revenue when it arises
from the construction contracts or the provision of services in
the ordinary course of the Group’s business.

Revenue is recognised when control over a product or service
is transferred to the customer at the amount of promised
consideration to which the Group is expected to be entitled,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and
is after deduction of any trade discounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M BRERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

Revenue and other income (Continued)

Further details of the Group’s revenue and other income
recognition policies are as follows:

() Construction contracts

A contract with a customer is classified by the Group as
a construction contract when the contract relates to
work on assets under the control of the customer and
therefore the Group’s construction activities create or
enhance an asset under the customer’s control.

When the outcome of a construction contract can be
reasonably measured, revenue from the contract is
recognised over time using the output method, i.e.
based on direct measurements of the value of services
delivered or surveys of work performed and the
estimated total revenue for the contracts entered into
by the Group.

The likelihood of contract variations, claims and
liquidated damages are taken into account in making
these estimates, such that revenue is only recognised
to the extent that it is highly probable that a significant
reversal in the amount of cumulative revenue
recognised will not occur.

When the outcome of the contract cannot be
reasonably measured, revenue is recognised only to the
extent of contract costs incurred that are expected to
be recovered.

If at any time the costs to complete the contract are
estimated to exceed the remaining amount of the
consideration under the contract, then a provision is
recognised in accordance with the policy set out in note

1(r)(ii).

Revenue for construction contracts was recognised on
a similar basis in the comparative period under HKAS
11.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

(t)

Revenue and other income (Continued)
(i) Provision of services

Revenue arising from the provision of services is
recognised when the services are rendered.

(iii) Interestincome

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured
at amortised cost that are not credit-impaired, the
effective interest rate is applied to the gross carrying
amount of the asset. For credit-impaired financial
assets, the effective interest rate is applied to the
amortised cost (i.e. gross carrying amount net of loss
allowance) of the asset (see note 1(j)(i)).

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling
at the end of the reporting period. Exchange gains and losses
are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. The transaction date is the date on which the Group
initially recognises such non-monetary assets or liabilities.

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items are translated into Hong
Kong dollars at the closing foreign exchange rates at the end
of the reporting period. The resulting exchange differences
are recognised in other comprehensive income and
accumulated separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of
the exchange differences relating to that foreign operation is
reclassified from equity to profit or loss when the profit or loss
on disposal is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u)

(v)

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for
its intended use or sale are capitalised as part of the cost of
that asset. Other borrowing costs are expensed in the period
in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset
is being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its
intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset for
its intended use or sale are interrupted or complete.

Related parties

(1) A person, or a close member of that person’s family, is
related to the Group if that person:

(i) has control or joint control over the Group;

(i) bhas significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or the Group’s parent.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

v)

Related parties (Continued)

(2)  An entity is related to the Group if any of the following
conditions applies:

@

(i)

V)

(viil

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group.

The entity is controlled or jointly controlled by a
person identified in (1).

A person identified in (1)()) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a
parent of the entity).

The entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M BRERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Segment reporting

Operating segments, and the amounts of each segment item
reported in these financial statements, are identified from the
financial statements provided regularly to the Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s
various lines of business.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.

ACCOUNTING JUDGEMENTS AND ESTIMATES

In the process of applying the Group’s accounting policies,
management has made the following accounting judgements:

(a)

Revenue recognition of construction contracts

As explained in policy note 1(s), revenue from construction
contracts are recognised over time using the output method.
Such revenue and profit recognition on uncompleted projects
is dependent on estimating the total outcome of the contract,
as well as the work done to date. Based on the Group’s
recent experience and the nature of the construction activities
undertaken by the Group, the Group has made estimates of
the point at which it considered the work was sufficiently
advanced such that the outcome of the contract can be
reasonably measured. Until this point is reached the related
contract assets disclosed in note 14 do not include profit
which the Group might eventually realise from the work done
to date. In addition, actual outcomes in terms of total cost or
revenue may be higher or lower than estimated at the end of
the reporting period, which would affect the revenue and
profit recognised in future years as an adjustment to the
amounts recorded to date.

In the comparative period, revenue from construction
contracts was also subject to such estimation uncertainty. In
addition, the contract assets arising from construction
contracts were recognised in the statement of financial
position as “gross amount due from customers for contract
work”, rather than note 14.
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ACCOUNTING JUDGEMENTS AND ESTIMATES
(Continued)

(b)

(c)

Depreciation

Plant and equipment is depreciated on a straight-line basis
over their estimated useful lives. The Group reviews annually
the estimated useful lives of the plant and equipment in order
to determine the amount of depreciation expense to be
recorded during any reporting period. The useful lives are
based on the Group’s historical experience with similar assets
taking into account anticipated technological changes. The
depreciation expense for future periods is adjusted if there
are significant changes from previous estimates.

Provision of ECLs for trade receivables and
contract assets

The Group uses provision matrix to calculate ECLs for the
trade receivables and contract assets. The provision matrix is
based on the Group’s historical default rates taking into
consideration forward-looking information that is reasonable
and supportable available without undue costs or effort. At
each reporting date, the historical observed default rates are
reassessed and changes in the forward-looking information
are considered. In addition, trade receivables and contract
assets with significant balances and credit impaired are
assessed for ECLs individually.

The provision of ECLs is sensitive to changes in
circumstances and forecast general economic conditions.
The information about the ECLs and the Group’s trade
receivables and contract assets are disclosed in note 21(a). If
the financial condition of the customers or the forecast
economic conditions were to deteriorate, the actual loss
allowance would be higher than estimated.

In the comparative period, the Group evaluated whether there
was any objective evidence that trade receivables were
impaired, and estimates allowances for doubtful debts as a
result of the inability of the debtors to make required
payments. The Group based the estimates on the ageing of
the trade receivables balance, credit-worthiness of the
customer and historical write-off experience. If the financial
condition of the debtors were to deteriorate, actual write-offs
would be higher than estimated.
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(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

2 ACCOUNTING JUDGEMENTS AND ESTIMATES
(Continued)

(d)

Deferred tax assets

Management considers the key source of estimation
uncertainty lies in the recognition of deferred tax assets from
unused tax losses. As explained in note 1(qg), all deferred tax
assets to the extent that it is probable that future taxable
profits will be available against which they can be utilised, are
recognised. It is possible that adverse changes to the
operating environment or the Group’s organisation structure
could cause a future write-down of the deferred tax assets
recognised.

3 REVENUE AND SEGMENT REPORTING

(a)

Revenue

The principal activities of the Group are general building, civil
engineering and the provision of other services. Further
details regarding the Group’s principal activities are disclosed
in note 3(b).
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() Disaggregation of revenue (i) WwE2E
Disaggregation of revenue from contracts with ERBVBRELENFE15FHEN
customers within the scope of HKFRS 15 by major BEXTERKEEESNEFELD
service lines is as follows: AT
2018 2017
=E-N\F —+F
$’000 $'000
Tt Tt
Disaggregated by major service lines & F ZR#%51E B &l
— General building — —REF 4,807,075 3,275,662
— Civil engineering — +ARTHR 1,236,282 1,228,047
— Housing management services — BEEEERS 71,653 79,745
— Others — Hith 82,154 28,518
6,197,164 4,611,972
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REVENUE AND SEGMENT REPORTING (Continued)

(a)

Revenue (Continued)

(i)

Revenue expected to be recognised in the future
arising from contracts with customers in
existence at the reporting date

As at 31 December 2018, the aggregated amount of
revenue expected to be recognised in the future related
to performance obligations that are unsatisfied or
partially unsatisfied at the reporting date is
$6,773,673,000. The Group applies the practical
expedient in paragraph 121 of HKFRS 15 and does not
disclose the amount of the transaction price allocated
to the remaining performance obligations for contracts
with an original expected duration of one year or less. In
addition, contracts that include a promise to perform an
undefined quantity of tasks at a fixed contractual rate
per unit, with no contractual minimums that would
make some or all of the consideration fixed, are not
included as the possible transaction prices and the
ultimate consideration for those contracts will depend
on the occurrence or non-occurrence of future
customer usage. The Group will recognise the expected
revenue in future when or as the work is completed,
which is expected to occur over the next 12 to 72
months. This analysis is solely for compliance with
HKFRS 15 disclosure requirement in respect of
transaction price allocated to the remaining
performance obligations.
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3 REVENUE AND SEGMENT REPORTING (Continued)

(b)

Segment reporting

The Group manages its businesses by segments, which are
organised by business lines. In a manner consistent with the
way in which information is reported internally to the Group’s
most senior executive management for the purposes of
resource allocation and performance assessment, the Group
has presented the following three reportable segments.

— General building : this segment provides engineering
services of substructure or
superstructure of building structures
and maintenance, repairs, alterations
services and additions to building
structures

— Civil engineering : this segment provides engineering
services of infrastructure facilities and
maintenance, repairs, alterations
services to infrastructure facilities

— Others . this segment mainly provides housing
management services, electrical and
mechanical engineering services and
consultancy services

(i) Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s most senior executive management monitors
the results, assets and liabilities attributable to each
reportable segment on the following bases:

Segment assets include all tangible assets and current
assets with the exception of deferred tax assets,
current tax recoverable and other corporate assets.
Segment liabilities include trade creditors, accruals and
other current and non-current liabilities attributable to
the business activities of the individual segments.
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REVENUE AND SEGMENT REPORTING (Continued)
(b) Segment reporting (Continued)

@

Segment results, assets and liabilities (Continued)

Segment result includes revenue and expenses that are
allocated to the reportable segments with reference to
sales generated by those segments and the expenses
incurred by those segments or which otherwise arise
from the depreciation of assets attributable to those
segments.

In addition, management is provided with segment
information concerning revenue, share of results of a
joint venture, depreciation, additions to non-current
segment assets used by the segments in their
operations and share of net assets/liabilities in a joint
venture. Inter-segment sales are priced with reference
to prices charged to external price for similar orders.

Information regarding the Group’s reportable segments
as provided to the Group’s most senior executive
management for the purposes of resource allocation
and assessment of segment performance for each of
the year ended 31 December 2018 and 2017 is set out
below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WRRotHmE &)
(b) Segment reporting (Continued) (b) DEHE(E)
() Segment results, assets and liabilities (Continued) ) BEE BEREEE)
For the year ended 31 December 2018 BE_F-N\F+_A=+—HI
FE
General Civil
building engineering Others Total
—REF tAIR Hitr @st
$°000 $'000 $000 $000
T Fr T T
Reportable segment revenue pEEprile
(recognised over time) (BERs R RERR) 4,807,075 1,236,282 6,197,164
Reportable segment profit RS D i F 221,568 21,745 260,522
Other revenue and other netincome  E At 25 K E A B UL A 480
Depreciation nE (734)
Finance costs Eﬁﬁﬁfﬁ$ (12,234)
Unallocated head office and AOBRED KRR
corporate expenses (91,128)
Consolidated profit before taxation — B#i B4R A i 7l 156,906
Share of results of a joint venture DMEBBNEREE (15,803) - (15,803)
Depreciation for the year FRITE 9,967 2,719 13,427
Reportable segment assets AREDWEE 1,179,211 619,458 1,860,202
Deferred tax assets EERIBEE 34,750
Current tax recoverable EEEEIEEE 4,528
Unallocated head office and KOBBEIRRREE
corporate assets 259,910
Consolidated total assets REEERE 2,159,390
Additions to non-current FRARBEERBOPEE
segment assets during the year 21,404 5,505 217,752
Reportable segment liabilities AmELHEE(BE
(including interest in REERENER)
ajoint venture) 870,493 301,970 1,185,675
Current tax payable JERTBNEATR IR 10,942
Deferred tax liabilities BRI 9 & 4,717
Unallocated head office and AOEBERDLFERE
corporate liabilities 464,276
Consolidated total liabilities LAEaERSE 1,665,610
Share of net liabilities in NEERECERBEIR
a joint venture 12,714 - 12,714
- N\FER | FHEEEZEEERAQ A 189
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REVENUE AND SEGMENT REPORTING (Continued) 3 WRRotHE &)
(b) Segment reporting (Continued) (b) DTW/EE)
Segment results, assets and liabilities (Continued) )y SsHB%E BEREEE)
For the year ended 31 December 2017 (note) BE—F—+F+=-H=1+—HiF
EE (K1)
General Civil
building  engineering Others Total
—REF TARTRE Hit FCEn
$000 $000 $000 $000
T T T T
Reportable segment revenue BEERE e 3,275,662 1,228,047 108,263 4,611,972
Reportable segment profit AHE D E R F 183,648 49,350 15,166 248,164
Other revenue and other net gain H b das R E B 362
Depreciation e (1,129
Finance costs BEMA (5,486)
Unallocated head office and RAOBELRNAFT
corporate expenses (71,005)
Consolidated profit before taxation B3 Ai4R A & 7 170,906
Share of results of a joint venture DEEELEEE 1,022 — - 1,022
Depreciation for the year FRTE 7,518 3,026 362 10,906
Reportable segment assets ARENHEE (RER
(including interest in BELENER)
ajoint venture) 1,039,701 455,809 90,756 1,586,266
Deferred tax assets EIERHIBEEE 33,657
Current tax recoverable A el AN EAFR 1B 2,482
Unallocated head office and AORRERAREE
corporate assets 291,414
Consolidated total assets FRBEMRE 1,913,719
Additions to non-current FRABHRENDEE
segment assets during the year 10,807 4,087 378 15,272
Share of net assets in a joint venture  [E{F & &2 EEFE 3,089 — — 3,089
Reportable segment liabilities RENPEE 790,819 240,923 15,936 1,047,678
Current tax payable e BN ERRIIR 8,360
Deferred tax liabilities LL%RIEET ] 3,451
Unallocated head office and Y S UNGIE
corporate liabilities 379,435
Consolidated total liabilities ReafEeER 1,438,924
Note: The Group has initially applied HKFRS 15 at 1 January 2018. ek : AEEER-Z—N\F-—A—HEX

B 7% ¥R & M &

(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

 LUBTT251)

Under the transition method chosen, comparative information is

not restated. See note 1(d).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (B 3&$85N - IUHBTE5I)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WeRamiEE 2
(b) Segment reporting (Continued) (b) DTW/EE)
(i) Geographic information (i) HWEER
No geographic information has been presented as most AR AEE RO LEENERD
of the Group’s operating activities are carried out in FE - WITKZ5HEEER
Hong Kong.
(iii) Information about major customers (i) BEFXERZFNEH
Revenue from customers contributing over 10% of the RAEBEERE10% BN ZENE
total revenue of the Group is as follows: PN T
2018 2017
=E-N\F —E—LF
$’000 $'000
T T
Customer A ZFA 3,364,507 1,780,925
Customer B =ZFEB 658,059 773,839
Customer C EFPC N/A RiE A 621,096
Notes: P 3E
(1) Revenue from customer A is generated from provision of (1) RKEFPANKEZBRE—REFTR
general building, housing management services and consultancy % BEEBREMREMRBESE -
services.
@ Revenue from customer B is generated from provision of civil ) REEFBHKEHRE L ARTIRR
engineering. THEE -
(€] Revenue from customer C is generated from provision of @) KEEPCHWEBRE—RIEFTR
general building. TEEE -
4) Revenue from customer C for the year ended 31 December () HE-Z—)\F+-A=1+—H1IHF
2018 did not contribute over 10% of the total revenue of the ERE %P CHW BB KB BA
Group. EEBKEE10% °
4 OTHER REVENUE 4 Hfulgs
2018 2017
—E-N\EF —E—+F
$’000 $'000
Tt FT
Bank interest income RITHFEUA 248 133
Others Hib 4,515 218
4,763 351

E-N\FR | FREELEEER AT 191
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5 OTHER NET (LOSS)/GAIN 5 HfP(HE) Wa
2018 2017
—®-N\FE  —T—+%F
$’000 $°000
Fr Tz
Net foreign exchange (loss)/gain &5 (B518), Wt F5 (264) 23
Net (loss)/gain on disposal of plant HEME RREN (BE),/
and equipment Wk F 58 (498) 505
Others Eb 300 -
(462) 528
6 PROFIT BEFORE TAXATION 6 MRAEF
Profit before taxation is arrived at after charging/(crediting): BRELATE T TOI0R, (GEA) A TS IBRES
2018 2017
—E-N\F —T—+F
$’000 $°000
Fr Tt
(a) Finance costs (a) BERX
Interest on bank advances (note 17(c)) RITBRFE (HrE17(c) 12,234 5,486
(b) Staff costs b) EIRAE
Salaries, wages and other benefits Fe  TERHMER 722,193 574,698
Contributions to defined contribution AT HRFCRIKFHEIHR
retirement plans 26,800 21,178
Less: Amount included in direct costs B ETARERANERE (691,118) (556,497)
57,875 39,379
(c) Otheritems (c) EHfER
Depreciation (note 11) e (MaE11) 14,161 12,035
Less: Amount included in direct costs B ETABEBERAN SR (12,849) (10,339)
1,312 1,696
Operating lease charges: minimum KEHERY
lease payments SEMENK 39,098 27,601
Less: Amount included in direct costs B EFABBERAN SR (27,551) (17,936)
11,547 9,665
Auditors’ remuneration B RN & 3,403 3,345
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& $ 23
l\‘/j_\ = E\ﬁ ;rjj & 2% M¢ FIE
(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5 » SAHBT271)
INCOME TAX 7 MR
(a) Taxation in the consolidated income statement represents: (@) #FHREKERATRIEIE
2018 2017
—E-NF —tF
$’000 $000
Tr Tt
Current tax — Hong Kong Profits Tax EHi%iE — FBHEH
Provision for the year FREME 27,718 27,767
Over provision in respect of prior years BEFEHBRERE (206) (126)
27,512 27,641
Deferred tax ERERIE
Origination and reversal of EEREREE R
temporary differences 73 574
27,585 28,215
The provision for Hong Kong Profits Tax for 2018 is —N\FEBNEHREBRF NG

(b)

calculated at 16.5% (2017: 16.5%) of the estimated

assessable profits for the year.

Reconciliation between tax expense and accounting profit at

16.5%) 515

(b)

J& SR Wi s A #916.6% ( = F — £ F ¢

BEARRTENRBER Y Bt mF

applicable tax rates: HOHRRINT
2018 2017
—E-N\E —tF
$’000 $000
Fr Tt
Profit before taxation R 55 BT S Al 156,906 170,906
Notional tax on profit before taxation, BRADEFEERIE
calculated at the rates applicable to (BRI EERE A
profits/losses in the jurisdictions WiaFEROHETE)
concerned 25,738 28,342
Tax effect of non-taxable income BEMTIRA BT 5 £ (1,140) (644)
Tax effect of non-deductible expenses AR R RIS & 3,342 617
Tax effect of current year’s tax losses RERNANFEHIEBEN
not recognised Mg B 13 7
Over provision in respect of prior years BATEBERE (206) (126)
Others HAtb (162) 19
Tax expense HIERX 27,585 28,215
ZE-\FH | FREEREEBERAA 193
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INCOME TAX (Continued)

(c) Income tax in the consolidated statement of financial position:

7 FRR@E
AP RARATSH -

(c)

() Current taxation in the consolidated statement of () HEMBARRKAMENETIERS
financial position represents:
2018 2017
—E-N\F —E—+tF
$°000 $'000
Tr Tt
Provision for Hong Kong Profits Tax FREFBFESH B
for the year 27,718 27,767
Provisional Profits Tax paid BT E RS (19,644) (22,376)
8,074 5,391
Balance of Profits Tax (recoverable)/ BEBAFEE (R gmE),
payable relating to prior year, net FERT RIS I 45 60T 2R (1,660) 487
6,414 5,878
Representing: i5 :
Current tax recoverable A Y [El R EAFR I (4,528) (2,482)
Current tax payable FERTEDEARR IR 10,942 8,360
6,414 5,878
(i) Deferred tax assets and liabilities: (i) EEMBEEEMARE:
The components of deferred tax (assets)/liabilities IRAE VBRI R NTER E’JL
recognised in the consolidated statement of financial %RIE\ BE),/ BENERSD
position and the movements during the year are as FRWMEEHOT
follows:
Depreciation
allowances in
excess of the
related
Deferred tax arising from: depreciation Tax losses Others Total
BHERTE
REUATEENELHE : NRERE HEER Httr @it
$000 $'000 $000 $000
T Fr T T
At 1 January 2017 R_E—+&—-F—H 3,067 (1,217) 98 1,948
Acquisition of a subsidiary (note 26) 4B B A 7] (3£ 26) - (32,628) - (32,628)
Charged to profit or loss RERRME 286 288 - 574
At 31 December 2017 and RIB—+F+ZA=+t-BR
1 January 2018 —E-\§—HR-H 3,353 (33,557) 98 (30,106)
Charged/(credited) to profit or loss REBERNG/(GTA) 1,364 (367) (924) 73
At 31 December 2018 RIE-NF+ZA=1—H 417 (33,924) (826) (30,033)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wﬂ‘ = EiT j%% Iﬁ i%% BfT %EE

(Expressed in Hong Kong dollars unless otherwise indicated) (B 3&$85N - IUHBTE5I)

INCOME TAX (Continued) 7 R E)
(c) Income tax in the consolidated statement of financial position (c) HEMBKRTRAMFTSEH : (&)
(continued):
(i) Deferred tax assets and liabilities (continued): (i) EBEEHRBEELEE: (&)
2018 2017
—E-N\F ZE—+F
$°000 $000
Tr Tt
Net deferred tax assets recognised in  R4E& B AR R R WFERHY
the consolidated statement of BRI EEFE
financial position (34,750) (83,557)
Net deferred tax liabilities recognised  R4RE B BRI R NHERE
in the consolidated statement of BRI A EFRE
financial position 4,717 3,451
(30,033) (30,106)
(d) In accordance with the accounting policy set out in note 1(q), (d) BERMETMENEAEE  BX
the Group has not recognised deferred tax assets in respect TEANBREEE RS EFEERMS -
of cumulative tax losses of $2,641,000 (2017: $2,565,000) as TR AT BER & TR FE R B vt 1) DA 4K 88 ] g
it is not probable that future taxable profits against which the BRMBIEES  SASEWER R
losses can be utilised will be available in the relevant tax FRIAE182,641,0008 T( T —t 4 :
jurisdiction and entity. The tax losses arising from Hong Kong 2,665,000/ 7T ) B ELHIAEE ° R
operations do not expire under current tax legislation. BRTUBHAL - BEEEBEENT
TBRESBI R -
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AR B R AR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)

8 DIRECTORS’ EMOLUMENTS 8 E=HM
Directors’ emoluments disclosed pursuant to section 383(1) of the BIFEBBCR BHERE ) E 3831 LA R (F &
Hong Kong Companies Ordinance and Part 2 of the Companies EENmERBROFE 2R EF R ESH
(Disclosure of Information about Benefits of Directors) Regulation AT -

are as follows:

Year ended 31 December 2018
BE-Z-\t-A=1-HL¥E

Basic salaries,
allowances Retirement
Directors’  and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
Exge.
2ER
EShe EYHlE BEEAL  BARGERR - H
$'000 $000 $000 $000 $'000
Fr r r Fr r
Executive directors YTES
Mr. Chan Ki Chun REZEE - 1,585 - 73 1,658
Mr. Chan Chor Tung BREEE - 1,523 260 7 1,854
Mr. Yeung Cho Yin, Wiliam BRELE - 1,200 60 56 1,316
Mr. Yung Kim Man ARIELAE - 1,493 530 68 2,091
Independent non-executive directors  BUFHTES
Mr. Chan Kim Hung, Simon gl et 120 - - - 120
Mr. Jim Fun Kwong, Frederick EIREE 120 - - - 120
Mr. Lam Leung Tsun MRELE 120 - - - 120
Total gt 360 5,801 850 268 7,279
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B IS RAR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (B 3&$85N - IUHBTE5I)

DIRECTORS’ EMOLUMENTS (Continued)

8 EE#HM#

Year ended 31 December 2017

HE- 25+ A=t-AIFE

Basic salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonuses contributions Total
2R
ik Bl WL BIRGHEIER b
$000 $:000 $000 $:000 $000
Tr Tr Tr Tr Tr
Executive directors HrEE
Mr. Chan Ki Chun RS - 1,585 - 73 1,658
Mr. Chan Chor Tung REREE - 1,465 260 68 1793
Mr. Yeung Cho Yin, Wiliam BRERE - 1,153 60 54 1,267
Mr. Yung Kim Man AL - 1,392 260 63 1,715
Independent non-executive directors B JkH{TEE
Mr. Chan Kim Hung, Simon Bl st 120 _ _ _ 120
Mr. Jim Fun Kwong, Frederick JE ol ke 120 - - - 120
Mr. Lam Leung Tsun HRELE 120 - - - 120
Total it 360 5,595 580 258 6,793
Notes: P sE
[0} No director received any emoluments from the Group as an inducement to join 0] FRN - BEEEEAREEWEE B ERRSIMA

or upon joining the Group or as compensation for loss of office during the year
(2017: $Nil). No director waived or agreed to waive any emoluments during the
year (2017: $Ni).

(ii) The Company did not grant any share options for the purchase of ordinary
shares in the Company during the year (2017: $Nil).

AEE S MAREER R RE LERBRBHE(ZT
—tFE) - FR BEEFREXRABREER
e (=T —LF: &)

FA - AARLERBEAEHBEARRLBRY
B (T L5 8\ -
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AR B R AR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)

9 INDIVIDUALS WITH HIGHEST EMOLUMENTS 9 EEIFAL
Of the five individuals with highest emoluments, three directors FEGmEmATH B=ZB2REE(ZZ—+
(2017: three) whose emoluments are disclosed in note 8. The F:=Z8) BENFMEAMEFEE - 3
aggregate of the emoluments in respect of the other two (2017: HNRE (ZE—tF - BB ALTBFMemEN
two) individuals are as follows: T~
2018 2017
—E-N\F —E—+F
$°000 $000
T Tt
Basic salaries, allowances and benefits in kind  E A& « 2 REWH 2,993 2,880
Discretionary bonuses BB IEAT 649 590
Retirement scheme contributions RIREHEIH R 89 86
3,731 3,556
The emoluments of the two (2017: two) individuals with the highest BB (ZE—EF  MB) &G AT
emoluments are within the following bands: BNTE LA N EE A
2018 2017
—E-N\EF ZE—+F
Number of Number of
Individuals individuals
A N
Nil to $1,000,000 £ % 1,000,000 7T = -
$1,000,001 to $1,500,000 1,000,001 % 7T 1,500,000 % 7T = -
$1,500,001 to $2,000,000 1,500,001 % 7T & 2,000,000 %8 7T 1 1
$2,000,001 to $2,500,000 2,000,001 & 7T & 2,500,000 7T 1 1
Note: No individual received any emoluments from the Group as an inducement to MH3E : FA - EERME B A LRI S B RRE - /55
join or upon joining the Group or as compensation for loss of office during the IMAS I AR B S ) S E) S /E BB E (=
year (2017: $Nil). —tF )
10 EARNINGS PER SHARE 10 SR
(a) Basic earnings per share (a) BREXER
The calculation of basic earnings per share is based on the BRERBFTDBBEARAQA L BER
profit attributable to ordinary equity shareholders of the fi% B2 FE 167 3% 7 129,689,000/8 ;T ( — &
Company of $129,689,000 (2017: $141,874,000) and —t%F 141,874,000 L) U EFRE
400,000,000 shares (2017: 400,000,000 shares) in issue %47 J% 1% 400,000,000 | (=T —t F :
during the year. 400,000,000 &) 5T & -
(b) Diluted earnings per share (b) EREBERR
There were no potential dilutive shares in existence during the REE=E-N\FER=ZT—+tF+=A
years ended 31 December 2018 and 2017. =+—HULFE  WEBEEERD -
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& 2
l\‘/j_\ I:| E\ﬁ ;rjj & 2% M¢ FIE
(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5 » SAHBT271)
11 PLANT AND EQUIPMENT 11 BEREE
Machinery Furniture
and Motor and
equipment vehicles fixtures Total
WeERZE AE BRAR#E st
$'000 $'000 $'000 $000
FiT T T T
Cost: B
At 1 January 2018 R-E-N\F—A—H 29,569 76,005 5,222 110,796
Additions NE 2,636 25,266 718 28,620
Disposals HE (336) (13,086) (24) (13,446)
At 31 December 2018 RZZE-/\E+-A=+—H 31,869 88,185 5916 125,970
Accumulated depreciation: RZiHE
At 1 January 2018 R-ZE-\F—A—H 24,687 51,194 4,601 80,482
Charge for the year FRTE 1,916 11,779 466 14,161
Written back on disposals HE RO (336) (11,851) (24) (12,211)
At 31 December 2018 RZZE-/\+-A=+—H 26,267 51,122 5,043 82,432
Net book value: BRERE
At 31 December 2018 i NE+ZA=+—H 5,602 37,063 873 43538
Cost A
At 1 January 2017 R-E—+F—HF—H 29,016 65,447 4,639 99,102
Additions NE 2,903 12,734 - 15,637
Acquisition of a subsidiary (note 26) ki — Rk B A & (FI3E26) - 1,442 583 2,025
Disposals HE (2,350) (3,618) - (5,968)
At 31 December 2017 RZZE—+F+-A=1+—H 29,569 76,005 5,222 110,796
Accumulated depreciation: EiHE
At 1 January 2017 RZZ—+F—H—H 25,108 43,127 3,718 71,958
Charge for the year FRITE 1,929 9,772 334 12,035
Acquisition of a subsidiary (note 26) 1 & — faift /& 2 &1 (it 26) - 1,442 549 1,991
Written back on disposals HE R[] (2,350) (3,147) - (5,497)
At 31 December 2017 RZE—tF+=A=+—H 24,687 51,194 4,601 80,482
Net book value: BREFRE
At 31 December 2017 RZE—+tF+-A=+—H 4,882 24,811 621 30,314

*)\iﬂﬁ | %ﬁZEE/
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AR B R AR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)

12 INVESTMENTS IN SUBSIDIARIES 12 REATMKRE
The following list contains the particulars of subsidiaries as at 31 TREINNR-_Z-—NF+_A=+—HHER
December 2018, all of which are private companies and the class A2 BRBAEEAI - TIMERBAR
of shares held is ordinary unless otherwise stated. HRILE QT EERGERN AT @R
Percentage of ownership interest
FEREREDN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
HMARL/ B BRARBRRE/ 158
NRER RE£HY EMERGFE ERER LAARE WEARERE TEER
Bestwise Envirotech Limited (formerly ~ Hong Kong 200,578,047 shares 100% - 100%  Electrical and mechanical
known as Biwater Man Leg Limited) engineering
ARRRRBARAA i 200,578,047 % 100% - 100% #EIR
(RIBRREXHIRBRAR)
BML Engineering Limited Hong Kong 100 shares 100% - 100%  Supply and installation
NEIRBRAF &h 1008 100% - 100% HERKE
BML Engineering (Macao) Limited” Macau 1 share of MOP25,000 100% - 100%  Supply and installation
BXETR(RM) - ABRARA & 1REE 100% - 100% HERKE
25,000 2P &R (D
Build.it Limited Hong Kong 100 shares 80% - 80%  Consultancy services
ERENBHARAR &h 100 80% - 80% AR
Chit Cheung Construction Company Hong Kong 1,450,000 shares 100% - 100%  Construction and civil
Limited engineering
RERERBATF B 1,450,000 100% - 100% RERIATIR
Consent Consultants Limited Hong Kong 1 share 100% - 100%  Project consultancy
services
REBHARAR i 1k 100% - 100% EABMRE
ELM Keen Limited British Virgin Islands 100 shares of 100% - 100%  Supply and installation
US$1 each
WEERAT AERLHE 100k B REE 100% - 100% MHERKE
1R
Everfirst Profits Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
Fverfirst Profits Limited AERLHE 1REE 1 E TR 100% - 100% REHR
Fujitac Construction & Engineering Hong Kong 1 share 100% - 100%  Construction-related
Consultants Limited consultancy services
ETERERIBEMERAA i3 1k 100% - 100% BEEBNERRS
Grand Win Design Consultants Limited ~ Hong Kong 1 share 100% - 100%  Construction design and
consultancy services
BIERGBMARAR i 1k 100% - 100%  RER RERRS
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(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

INVESTMENTS IN SUBSIDIARIES (Continued)

l\‘/j_\ = E\ﬁ ?r%

S E I

 BTT251)

12 RIEBATRIRE (&)

Percentage of ownership interest

FEREREDN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
HMARL/ BT BRIRMRRE/ r5E
NRER REXHY EMERGFE BEREE FAARE WRARNERE IEER
High Horse Holdings Limited British Virgin Islands 10,000 shares 100% - 100%  Investment holding
of US$1 each
ERERERAF ERRUHE 10,000 FRAE 100% - 100% REFR
1ETHRR
High Regard Holdings Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
BXERERAF ABRIHE 1REE 100% - 100% RERR
1ETHRR
Intercede International Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
Intercede International Limited ABRIHE 1REE 100% - 100% HREZR
1ETHRR
Linktech Engineering & Landscape Hong Kong 1 share 100% - 100%  Consultancy services
Consultants Limited
EEIRRERERARAR B 15 100% - 100% ERES
Sun Fook Kong — Bestwise Joint Hong Kong N/A 100% - 100%  Civil engineering
Venture (formerly known as
Sun Fook Kong — Biwater
Joint Venture)**
Sun Fook Kong - Bestwise Joint B TEA 100% - 100% TAIR
Venture (317 Sun Fook Kong -
Biwater Joint Venture) *
Sun Fook Kong — Chit Cheung Hong Kong N/A 100% - 100%  Construction and civil
Joint Venture* engineering
Sun Fook Kong - Chit Cheung BB TER 100% - 100% BERTATE
Joint Venture*
Sun Fook Kong (Civil) Limited Hong Kong 12,300,000 shares 100% - 100%  Civil engineering and
maintenance
A (IR BRAR i 12,300,000 5% 100% - 100% TAIBRRE
Sun Fook Kong Construction Limited ~ Hong Kong 4,440,000 shares 100% - 100%  Building construction
and maintenance
HRASERRRA i 4,440,000 100% - 100% BFRERRE

*)\iﬂﬁ | %ﬁZEE/
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= A

IRAA

12

202

B 7% ¥R & M &

(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

 LUBTT251)

INVESTMENTS IN SUBSIDIARIES (Continued)

12 REBATMRE (@)

Percentage of ownership interest

FEREREDN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
HMARL/ B BRARMRRE/ r5E
NRER REXHY EMERFE BERER LARARE WRARNERE IEER
Sun Fook Kong Construction Hong Kong 10,000 shares 100% - 100%  Project management
Management Limited services
HEEIRRAEEERAF i 10,0001 100% - 100% BAEERE
Sun Fook Kong E & M Management Hong Kong 4,700,000 shares 100% - 100%  Hiring out of plant and
Limited machinery and
undertaking electrical
installation work
TRERETIRARAR i 4,700,000 100% - 100% FEBREREZNER
AEEAREIR
Sun Fook Kong Engineering Limited Hong Kong 2,000,000 shares 100% - 100%  Civil engineering
MEAIRARAH i 2,000,000 100% - 100% TAIR
Sun Fook Kong Holdings Limited British Virgin Islands 10,400 shares 100% 100% - Investment holding and
of US$1 each building construction
MEAERBRA EERNES 10,400 &R 100% 100% - REBRRETEZ
E{RESR0
Sun Fook Kong Housing Services Hong Kong 12,100,000 shares 100% - 100%  Housing management
Limited services
HRBETRBARAT Bl 12,100,000 % 100% - 100% REERRE
SFK Housing Services (Ching) Limited ~ Hong Kong 10,000 shares 100% - 100%  Investment holding
HRAEFTRE (TE) ARAF Bl 10,000 100% - 100% RERER
Sun Fook Kong Joint Venture* Hong Kong N/A 100% - 100%  Construction and civil
engineering
G NI ) TER 100% - 100% BERIATIR
Sun Fook Kong Themeworks Hong Kong 100 shares 100% - 100%  Investment holding
(Hong Kong) Limited
HRASONE(EE) BRAR i 100 100% - 100% REHR
Sun Fook Kong Themeworks Macau 2 shares of 75% - 75%  Construction and civil
Production (Macao) Limited" MOP12,500 each engineering
HEER I E(RM) BRAR" A 2fRERE(E 12,500 75% - 5% BERIATIR
RFENRG
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(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

INVESTMENTS IN SUBSIDIARIES (Continued)

l\‘/j_\ =

CRURGE &Y

At

- LABTE271)

12 RIEBATRIRE (&)

Percentage of ownership interest

FEREREDN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
BMAY/ MY CRAREERE/ 486
A% RERHE BREARE  EREN  F03%E WEATRE  IEEH
BLTEANEERBRAR The PRC US$800,000 100% - 100%  Building management,
(FIEBLERNEE EE property consultancy
BRAR) and consultancy services
BILTEENEERBRAR i 800,000%7T 100% - 100% EEEE WEERR
(1 %%méﬁ?—%%aﬁﬁ BAaE)" BRIk
BN R R R ER AR The PRC Renminbi (‘RMB") 80% - 80%  Consultancy services
100,000,000
NS aRERN R BRAF i ARE(ARE]) 80% - 80% AR
100,000,000 7T
BNFTEANEERERAR The PRC RMB1,000,000 100% - 100%  Building management,
property consultancy
and consultancy services
BNFTEANEERBRAR HE AR 1,000,007 100% - 100% EEEE WEERR
BRR%
# These entities are unincorporated bodies. ! HEBRIDEOENOLL A

These entities are wholly foreign-owned enterprises.
These entities are not audited by KPMG.

The financial statements of the subsidiaries not audited by KPMG
reflect total net assets and total revenue constituting approximately

1.9% and 0.1% respectively of the related consolidated totals.

ZEERRBINEAEALE
ZEEBACESRGHERATER -

LERRERRE

FHEMEBAER KB A E

M ERRREEEFEABRBKE DRI

BRZERE

*)\iﬂﬁ | %ﬁZEE/

HEEEAI1.9% % 0.1% ©
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e B R R M

(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

 LUBTT251)

13 INTEREST IN JOINT ARRANGEMENTS AND
AMOUNT DUE FROM/(TO) A JOINT VENTURE

(@) Interest in a joint venture and amount due from/

13 REERUMHESREY (EF)E
ELRRR

(a) REELENERREBYR (EM)

(to) a joint venture SEPERE
2018 2017
=B-N\FE CEF LR
$’000 $000
Tr Tt
Share of net (liabilities)/assets (note (i) DiEF (AR, EE (M) (12,714) 3,089
Amount due from/(to) a joint venture JEUR(FEf) B EERIA
(note (ii)) (B3 (i) 2,323 (1,904)
Notes: Lik=3

0] As at 31 December 2018, the Group has recognised its share of net
liabilities in a joint venture as the Group has provided guarantees in
respect of bank loans of the joint venture.

(ii) The amount due from/(to) a joint venture is interest-free, unsecured and
recoverable/repayable on demand.

Details of the Group’s interest in the joint venture, which is

Ro2-NF+-A=+—B AKEER
RN ERREEFAR - REAREE
ERA B0 RNRITHRIREER -

EREFATE - EEMS

=
g -

e ()&
IR E S E

AEBRALEENEDRBED AR

accounted for using the equity method in the consolidated REMBEWMRYER - BT
financial statements, are as follows:
Percentage of ownership interest
FEERREDL
Form of Place of Group’s
business incorporation effective Held by Held by
Name of joint venture structure and business interest the Company  asubsidiary  Principal activities
EMRILR AEE
RELXER XBERERX XM ERER A0AKE WRARRE IEXH
Sun Fook Kong — Kun Fai Engineering Incorporated Macau 50% - 50%  Building construction
and Construction Co., Ltd. and public works
(“Sun Fook Fong — Kun Fai")
R - RERETRARAR BaliAv i 50% - 50% BFRERDHIR

(M#ek — 2E))
Sun Fook Fong — Kun Fai, the only joint venture in which the

Group participates, is an unlisted corporate entity whose
quoted market price is not available.
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=
AR

BB mR W

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

INTEREST IN JOINT ARRANGEMENTS AND 13 REERMESREYR (B S
AMOUNT DUE FROM/(TO) A JOINT VENTURE BLXRE &)

(Continued)

(a) Interestin a joint venture and amount due from/ (a)

(to) a joint venture (Continued)

Summarised financial information of Sun Fook Kong — Kun
Fai, adjusted for any differences in accounting policies, and a

REELENERREY (ER)
BELENRIEAE)

HiEe — BRENMBEMNE(CRHE
EREFREER) BIREMBHRERE

reconciliation to the carrying amount in the consolidated EEMNHREENAT
financial statements, are disclosed below:
2018 2017
—E-N\F —E—tF
$’°000 $°000
Tr Tt
Gross amounts of the joint venture’s &% ¥EEE
Current assets RENEE 176,863 181,537
Non-current assets EREBEE 319 444
Current liabilities nBBE (202,609) (175,803)
(Deficit)/equity (B4t few (25,427) 6,178
Included in the above assets and liabilities: (A it EEREE -
Cash and cash equivalents ReRBEEY 7,440 3,808
Current financial liabilities (excluding trade & & BtBE (TEEENE S
and other payables and provisions) B R R EL At A< FRTE I ) (41,718) (22,728)
Revenue Wzs 516,088 576,857
(Loss)/profit and total comprehensive FR(ER),/SER R EIRES
income for the year R (31,605) 2,044
Reconciled to the Group’s interest HERAEERGECEEZYEIR
in the joint venture
Gross amounts of the joint venture’s REEF (AR BELE
net (liabilities)/assets (25,427) 6,178
Group’s effective interest REEERER 50% 50%
Group’s share of the joint venture’s REFRES S ERERIRE
net (liabilities)/assets arising from ZERMEEEEDEL
guarantees provided to the F(BRE)EE
joint venture’s obligation (12,714) 3,089
Carrying amount of the Group’s interest AEBEEZNERE (12,714) 3,089
“TE-)N\ERHR | FTERARXEEER AR 205
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B 7% ¥R & M &

(Expressed in Hong Kong dollars unless otherwise indicated) (B RB158E5N » SAHBT271)

13

206

INTEREST IN JOINT ARRANGEMENTS AND
AMOUNT DUE FROM/(TO) A JOINT VENTURE
(Continued)

(b)

Interest in joint operations

In addition to the joint venture as listed in note 13(a), the
Group has also established joint arrangements with outside
contractors to undertake general building and civil
engineering in the form of joint operations. In accordance with
the agreement, the decisions about relevant activities in these
entities require unanimous consent of the parties sharing
control and, therefore management has accounted for the
investments as joint operations.

Details of the Group’s interest in the material joint operations,
all of which are accounted for using the line-by-line basis to
the extent of the Group’s interest in the joint operations, are
as follows:

13 REERUHESIREY (BEH)E
ERERRE|(E)

(b)

REEEKHER

BRBIE13(@) PP A SR - REBTT
EEINAABEAKKR R UER
RENTAAEK KRBT REATIE-
REHZ  EXEERAREHARD
RRBREZARHENET —BRAER
TR AMERERERIRERS

AEERBEAGERBHRBEREER
AEERAEXHNERIE  EXA
LEBOERAFRNT

Percentage of ownership interest

FEgERE I

Form of Place of Group’s

business incorporation effective Held by Held by
Name of joint operation structure and business interest the Company  asubsidiary  Principal activities

EMA IR AER

REXHER ERRRMS  EERE ERER A0AKE WELARRE IERH
CEC — GCC Joint Venture Unincorporated  Hong Kong 40% - 40%  Civil engineering
RETR - REREHE N ] Bk 40% - 40% TATR
Fujita — Sun Fook Kong Joint Venture Unincorporated ~ Hong Kong 50% - 50%  Civil engineering
Fujita - Sun Fook Kong Joint Venture mEA & 50% - 50% TARIE
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(Expressed in Hong Kong dollars unless otherwise indicated) (B 3&$85N - IUHBTE5I)

14 CONTRACT ASSETS AND CONTRACT 14 EVEEREVAR
LIABILITIES

1 January 31 December

31 December 2018 2017
2018 (note (i)) (note (i)
—N\F —E—+F
—E2-N\¥ —A—B +ZA=+—H
+=B=+-H (Bi3E () GE)
Note $°000 $000 $000
BiE T T T
Contract assets BREE
Arising from performance under REITRESNTIR
construction contracts EXE (ii) 1,262,372 822,192 -
Contract liabilities EHER
Construction contracts BEAHY
— Bilings in advance of — BfTAiaRIE
performance (ii) 119,888 99,681 -
Notes: 5 -
(i) The Group has initially applied HKFRS 15 using the cumulative effect method 0] AEECHEREREEVHREENFE155% - FA
and adjusted the opening balances as at 1 January 2018. REAHETEAVAR T \F—A—BNHER -
(ii) Upon the adoption of HKFRS 15 (see note 1(d)(ii)), (i) BB B RE £ RS 1557 CRMEE1(d)ii) & -

— some of the trade receivables, for which the Group’s entitlement to the - AEEBRESRENDBSBRE HEREA
consideration was conditional on achieving certain milestones or FrERE TERMLEMNREHENTK
satisfactory completion of the retention period, were reclassified from [ e B 5 8RR B At FE MR IE | T A [
“retentions receivable” under “trade and other receivables” to contract WREBES | EFHRERNEEARET, 2
assets or contract liabilities on a net basis for a single contract with the HNE—SRRFEMAGHEREEAT &
customer; and

— amounts previously included as “gross amount due from/to customers - BEFTA TR EREHNTRESARE] N
for contract work” (note 15) were reclassified to contract assets and R (FIFT15) DBEFM D BEENEERE
contract liabilities respectively. HEfE -
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14 CONTRACT ASSETS AND CONTRACT
LIABILITIES (Continued)

The Group’s construction contracts normally include payment
schedules which require stage payments over the construction
period once milestones are reached. These payment schedules
prevent the build-up of significant contract assets. The Group also
typically agrees to a one to two years retention period for 1% to
10% of the contract value. This amount is included in contract
assets until the end of the retention period as the Group’s
entitlement to this final payment is conditional on the Group’s work

satisfactorily passing inspection.

The contract assets primarily relate to the Group’s right to
consideration for work completed and not billed because the rights
are conditioned on the Group’s future performance. The contract
assets are transferred to trade receivables when the rights become
unconditional. The increase in contract assets in 2018 was the
result of the increase in the provision of construction services at the
end of the year. The amount of contract assets that is expected to
be recovered after more than one year is $136,681,000, all of

which relates to retentions.

The contract liabilities primarily relate to the Group’s obligation to
transfer services to customers for which the Group has received
advanced payments from the customers and will be recognised as
income within one year. The amount of revenue recognised during
the year ended 31 December 2018 that was included in the
contract liabilities at the beginning of the year is $186,396,000. The
amount of retentions receivable included in contract liabilities on a
net basis for a single contract with the customer that is expected to

be recovered after more than one year is $5,696,000.

The amount of revenue recognised during the year from
performance obligations satisfied (or partially satisfied) in previous
periods is $121,765,000, mainly due to the changes in estimate of

the transaction price of certain construction contracts.
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2
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HIEFERRREIFASGHAEBEN KRS S
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15 GROSS AMOUNT DUE FROM/TO CUSTOMERS 15 Rl BFRaNIBEEFREH
FOR CONTRACT WORK
2017
—tF
$°000
T
Contract costs incurred plus recognised EEEE AR AN #Eim R,
profits less recognised losses B HEREE 9,458,857
Less: progress billings received and receivable B B FEUGE S BR X (8,950,854)
503,003
Representing: 1
Gross amount due from customers for Bl AEHTRE B (W)
contract work (note) 689,399
Gross amount due to customers for EREHITERE P25 (M)
contract work (note) (186,396)
503,003

Note: Upon the adoption of HKFRS 15, gross amount due from/to customers for
contract work is included in contract assets and contract liabilities respectively
and disclosed in note 14 (see note 1(d)(i).

As at 31 December 2017, all gross amount due from/to customers
for contract work were expected to be recovered/settled within one
year.

Mzt RABBHBERESLE155%  BREREH
IREFAEI G AANEERANERE LR
FE14 358 (R 1)) -

RZEBE—+F+-A=+—H AHPMERE
W/ EEEHIREFPEAE/RN —FRK
Bl B -
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16 TRADE AND OTHER RECEIVABLES

210

16 FEMG R 5 ARk B H fth FE M 3R IR

2018 2017
—E-N\EF —E—tF
$°000 $000
F Tt
Trade debtors FEWE SRR 503,055 570,525
Deposits, prepayments and other e - TR IR R E A UK
receivables 24,922 43,246
Amounts due from related companies e B R~ B R E (M FE ()
(note (i) - 1,815
Amounts due from a joint operation partner — FEURE & 3 T B ERIE (B (i)
(note (i) 40,757 36,810
Retentions receivable (note (iii) FEUARTE & (B (i) - 219,508
568,734 871,904
Notes: PEE

(i)

(i)

)

The amounts represent trade balances due from subsidiaries of Great Eagle [0}
Holdings Limited and Sun Fook Kong Group Limited for the provision of

housing management services and consultancy services. The balances carry

similar trade terms to those with other customers.

The amounts due from a joint operation partner are interest-free, unsecured (ii)
and recoverable on demand.

Upon the adoption of HKFRS 15, retentions receivable is included in contract (iii)
assets or contract liabilities on a net basis for a single contract with the
customer (see note 14).

Except for the amounts of $11,539,000 (2017: $174,022,000) which are (iv)

expected to be recovered after one year, all of the remaining balances of trade
and other receivables are expected to be recovered within one year.
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16 TRADE AND OTHER RECEIVABLES (Continued) 16

Ageing analysis

As at the end of the reporting period, the ageing analysis of trade
debtors and trade balances due from related companies (which are
included in trade and other receivables), based on the invoice date
(or date of revenue recognition, if earlier) is as follows:

FE U 58 2 Rk B R fth PR M ok 0R (42)

R 2 A7

REIR - EXEE A TR A A
REERE) RN E 5 IR A KA R A
AN E 58 (FTATERE 5 Bk 5 &% E A R IR

IR HFRER DMTAA T

2018 2017

—E-N\F —E—+F

$°000 $'000

Fx T

Within 1 month 1{EAN 475,789 532,377
Over 1 to 2 months 1Z221EA 15,440 24,502
Over 2 to 3 months 223188 4,807 7,941
Over 3 months but within 6 months HBiE3EAER6EAR 7,019 7,520
503,055 572,340

Trade debtors are due within 14-30 days from the date of billing.
Further details on the Group’s credit policy and credit risk arising
from trade debtors and trade balances due from related companies

are set out in note 21(a).

ERE ZEFEERAYL14230HAEIH -
ERARBEERREREEKE SRR E

KHs AR E S EBNER
REfEE21(a) ©

R E 1T
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(a)

17 CASH AND CASH EQUIVALENTS AND OTHER 17 BaRBeEFEYVRAMASTES
CASH FLOW INFORMATION #
Cash and cash equivalents comprise: (@) BeRFLZFEMEE:
2018 2017
—E-N\F —ZE—tF
$°000 $000
Fr T
Cash at banks and in hand in A AR ARIRTT &
the consolidated statement of FEES
financial position 216,897 256,759
Bank overdrafts (note 19) RITEX (HFE19) - (5,984)
Cash and cash equivalents in the HERERERAMNEAE SR
consolidated cash flow statement HWEZEEY 216,897 250,775
Major non-cash transactions b) ETEHFREXRS

212

(b)

During the year ended 31 December 2018, there were
proceeds from bank loans of $64,811,000 (2017:
$81,775,000) directly transferred to trade creditors to settle
the trade balances. These proceeds from bank loans had no

cash flow impact to the Group.

During the year ended 31 December 2018, there were
proceeds from bank loans of $14,475,000 (2017:
$30,879,000) directly transferred to a joint operation partner
to settle the trade balances of the joint operation. These
proceeds from bank loans had no cash flow impact to the

Group.
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17 CASH AND CASH EQUIVALENTS AND OTHER
CASH FLOW INFORMATION (Continued)

(c)

17 BeRBRSFERMRAMRESTER
Ho@

Reconciliation of liabilities arising from financing (c) RMEZTBHFELEENYIER
activities
The table below details changes in the Group’s liabilities from TREIBREZHMEERAEEEEN
financing activities, including both cash and non-cash (BRESRIFRLSEH)F15 - gt
changes. Liabilities arising from financing activities are BEHMEFABREBERED KR
liabilities for which cash flows were, or future cash flows will KRB ESRERRAEBNGZAESR
be, classified in the Group’s consolidated cash flow statement ERANSBIEREEMELERESRE
as cash flows from financing activities. BWBIE -
Bank loans
RITER
2018 2017
—E2-N\F —E—+tF
Note $°000 $°000
BaE Tt Tt
At 1 January K—A—H 19 301,758 100,732
Changes from financing BERSRENEE !
cash flows:
Proceeds from bank loans RITEFFTSRIA 602,500 710,000
Repayment of bank loans ERIRITER (611,812) (621,628)
Interest paid EATHE (12,234) (5,486)
Total changes from financing BMERSREMNEELTE
cash flows (21,546) 82,886
Other changes Hith& g
Bank loans directly transferred to BEEREEZEMNE IR
trade creditors BIRITER 17(b) 64,811 81,775
Bank loans directly transferred to BEEEBE S EBRME
a joint operation partner RIRTTER 17(b) 14,475 30,879
Finance costs Bh& pk 2N 6(a) 12,234 5,486
Total other changes Hib 2B 5 91,520 118,140
At 31 December HN+=-—B=+—8 19 371,732 301,758
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18

214

TRADE AND OTHER PAYABLES 18 EFEZEFRREMERIE
2018 2017
—E-N\EF —E—tF
$°000 $000
F Tt

Trade creditors ERTE SRR 466,011 450,070

Accruals and other payables FEsT BB R H i ER RIE 362,868 250,640

Amounts due to joint operation partners JEAHA & EE BRI RIE (BEE>)

(note (i) 6,562 6,562

Retentions payable EIRES 310,176 223,799

1,145,617 931,071

Notes: P E -

[0] The amounts due to joint operation partners are interest-free, unsecured and (i) FE A SEBB YNBSS  EEE R ERE R
repayable on demand. [i=%:

(ii) Except for the amounts of $144,228,000 (2017: $140,475,000), all of the (ii) K% 144,228,000 % 70 (= Z —+4F : 140,475,000/ 7T)
remaining balances of trade and other payables are expected to be settled RRIESN - BN E SRR REMENFIERAR T
within one year. MRIBEE R —FNEE -

As at the end of the reporting period, the ageing analysis of trade RIERAR - EREZAMNENE ZERL

creditors, based on the invoice date, is as follows: BRERODATUNT

2018 2017
—E-NfF —t5F
$°000 $°000

Tt Tt

Within 1 month 1EAR 291,755 352,289

Over 1 to 2 months 1Z221EA 133,932 70,655

Over 2 to 3 months 22 31@A 31,624 10,319

Over 3 months i@ 31E A 8,700 16,807

466,011 450,070
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19

BANK LOANS AND OVERDRAFTS

19 BITERREX

2018 2017
—E-N\E —ET—tF
$’°000 $°000
Tr FT
Bank overdrafts, repayable on demand RITEX - AREREER
(note 17) (BF5E17)
— Secured — HikH - 4,858
— Unsecured — I - 1,126
- 5,984
Bank loans, repayable within 1 year WITER - —FREE
— Secured — BEM 98,000 60,000
— Unsecured — g 273,732 241,758
371,732 301,758
371,732 307,742
(@  As at 31 December 2018, the bank loans and overdrafts bear @ RZE-—NF+ZA=+—8"8R1TE
interest ranging from 3.42% to 4.44% (2017: 1.80% to KRBT IRFF|E3.42% E 4.44% (ZF
2.69%) per annum. —t & 1.80% £ 2.69%) 58 °
(o) As at 31 December 2018 and 2017, the banking facilities (o) E-NEFRZFE—+tF+=ZA

(including bank loans, overdrafts and performance bonds)
granted to the Group, the Group’s joint operations and the
Group’s joint venture jointly were secured by:

(i) Assignment of project proceeds from certain
construction contracts of the Group, the Group’s joint
operations and the Group’s joint venture;

(i)  Pledged deposits of the Group of $25,039,000 (2017:
$25,006,000);

(i)  Corporate guarantees provided by a subsidiary and the
joint venture partner, personal properties and pledged
deposits owned by the joint venture partner; and

(iv) Corporate guarantees provided by the Company and
cross corporate guarantees provided by the Company
and certain subsidiaries.

5

TR B7FAEE AEEAZEHE
BRARESERLEMNRITRE (BER
TER  BXRBEORE) —RATIIE
AVEEA

) HEEEEETREAN - KEE
AEEHFRAREAECEANER
FHEE

(i) AKEEDEHFR25,039,000%
7t( = Z — £ £ : 25,006,000%

JC)

iy —FHKWBARRAELERMIEM
REERER AECEBHAES
LA EMEEFFR 0 &

v) ARERENEERERARARRF]
FETHEARRMNINEERE
& o
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19 BANK LOANS AND OVERDRAFTS (Continued)

(©

(a)

All of the Group’s banking facilities are subject to the fulfilment
of certain covenants as are commonly found in lending
arrangements with financial institutions. If the Group were to
breach the covenants the drawn down facilities would
become payable on demand. The Group regularly monitors
its compliance with these covenants. Further details of the
Group’s management of liquidity risk are set out in note 21(b).
During the year ended 31 December 2018, none of the

19 BITERREX (@)

) AEEMAERITHMEHBSE TRHBE
KEFIEE  IRBBEERESH
BBERNEERY - WASEEERHE
o OTIENMARMEBREREE - A%
BEFEHEREESETHREHH @
AEFEEERDESRBNE—TFE
R 210 c BEZZT—N\F+=A
=+T—HLEFE FAEEPEERAD

covenants relating to the drawn down facilities had been ROMRMESENZHB (T —LF:
breached (2017: $Nil). ;) o
20 CAPITAL, RESERVES AND DIVIDENDS 20 BX  -EZERER
Movement in components of equity (a) HEZIDEE
The reconciliation between the opening and closing balances REFEGFEER S IO OB KBRS
of each component of the Group’s consolidated equity is set BAH RS NS REEBE -
out in the consolidated statement of changes in equity.
Details of the changes in the Company’s individual AN B RE R B B4R K S0 M B ATl R
components of equity between the beginning and the end of BEFBEHINAT
the year are set out below:
The Company b YN
Share Share  Capital Retained
Note capital premium reserve profits Total
B = A& BROBE REA#EE KREEA Mt
$000 $000 $000 $000 $000
T T FTr Fr T
At 1 January 2017 RZE—+F—HF—H 40,000 82,867 81 75,040 197,988
Profit and total comprehensive 4 )% F1| K 2 T8 U6 55 48 48
income for the year - - - 159,369 159,369
Dividends approved in respect  +—FEHL AR S
of the previous year 20(b)(i) - - - (70,000) (70,000
Dividends declared in respect  AEFEEIRIRE
of the current year 20(b)(i) - - - (60,000)  (50,000)
At 31 December 2017 RZT—+5F
+=-A=+—8 40,000 82,867 81 114,409 237,357
At 1 January 2018 RNZE-N\F—HA—H 40,000 82,867 81 114,409 237,357
Profit and total comprehensive 4 A3 F & 2 E s
income for the year yazs - - - 11,864 11,864
Dividends approved in respect = —4E[E # A RIBR 2.
of the previous year 20(b)(ii) - - - (74,000) (74,000)
Dividends declared in respect  AEFEEIRIRE
of the current year 20(b)(i) - - - (36,000) (36,000)
At 31 December 2018 — )\
+-A=+—H 40,000 82,867 81 16,273 139,221

216
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued) 20 BEx - REWEREKRE (&)

(b) Dividends b)) RBE
() Dividends payable to equity shareholders of the i) FRAEGZESEQATEZBRRZ
Company attributable to the year KA
2018 2017
—E-N\F ZE—+F
$°000 $000
Tr Tt
Interim dividend declared and paid of 2 & & RJE 2 F ERA% &
9.0 cents (2017: 12.5 cents) BAREER .08
per ordinary share ZTE—+F  12.581) 36,000 50,000
Final dividend proposed after the end R iR&E EAREEBIR 2 R HA
of the reporting period of 4.0 cents i% BN E @A 4.0 B
(2017: 18.5 cents) per ordinary share  (ZZ—+4 : 18.5%81l) 16,000 74,000
52,000 124,000
The final dividend proposed after the end of the RIE R B EIR S 2 REAAR B3
reporting period has not been recognised as a liability KRR EARBERREE -
at the end of the reporting period.

(i) Dividends payable to equity shareholders of the (i) FARERKRNSZAI—BEREZ
Company attributable to the previous financial EaAxQfEzRRRA 28R E
year, approved and paid during the year

2018 2017
—E-NF —ZE—+tF
$’°000 $°000
Tr Tt
Final dividend in respect of the previous FAEE AL/ IR > 8
financial year, approved and paid Bl — BB R RERR B
during the year, of 18.5 cents SRR 18.5 71
(2017: 17.5 cents) per share TT—+F 17.58) 74,000 70,000
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued)

218

(c)

(d)

20 BEx - FEWERER (2

Share capital (c) RA&
2018 2017
“E-N\E T —tF
No. of Amount No. of Amount
shares $ shares $
R EE SERT R EE SEAT
Authorised: EE
Ordinary shares of $0.1 each ~ GREEO0.178 T
Lk
At 1 January and R—A—Bk
31 December +-A=1+—8H 10,000,000,000  1,000,000,000 10,000,000,000  1,000,000,000
Issued and fully paid: BRITHE .
Ordinary shares of $0.1 each ~ BRE(EO0.1/ETH)
Bl
At 1 January and R—A—BRk
31 December +-A=1+—8H 400,000,000 40,000,000 400,000,000 40,000,000

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary
shares rank equally with regard to the Company’s residual
assets.

Nature and purpose of reserves
(i) Share premium

The application of the share premium account is
governed by section 40 of the Bermuda Companies Act
1981.

(ii) Capital reserve

The capital reserve of the Company arose from the
Group’s reorganisation completed in January 2008.

(iii) Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of financial
statements of foreign operations.

The reserve is dealt with in accordance with the
accounting policies set out in note 1(t).
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued)

(e)

Capital management

R B R R M A

At

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)
20 BEx - REWEREKRE (&)
() EXEE
$‘$ EEREANEEZEARIRELRE

The Group’s primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern,
so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing services
commensurately with the level of risk and by securing access
to finance at a reasonable cost.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital
structure in light of changes in economic conditions.

The Group monitors its capital structure on the basis of an
adjusted net debt-to-capital ratio. For this purpose, adjusted
net debt is defined as total debt (which includes interest-
bearing loans and borrowings) less cash and cash
equivalents. Total capital comprises all components of equity
attributable to equity shareholders of the Company.

During 2018, the Group’s strategy, which was unchanged
from 2017, was to maintain the adjusted net debt-to-capital
ratio at the lower end of the range 25% to 40%. In order to
maintain or adjust the ratio, the Group may adjust the amount
of dividends paid to shareholders, issue new shares, return
capital to shareholders, raise new debt financing or sell
assets to reduce debt.

T-N\FR | FERE
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued)

(e)

Capital management (Continued)

20 BEx - FEWERER (2

() EBEXEH#E)

The Group’s adjusted net debt-to-capital ratio at 31 AEBR-_ZE—NFR_ZE—+tF+=
December 2018 and 2017 was as follows: A=+T—HBMEHABRFEBEHEAR L X
R

2018 2017

=E-N\F —tF

Note $’000 $°000

B 5T Fx Tt

Cash at banks and in hand RITRFERE 17(a) 216,897 256,759
Less: Bank loans and overdrafts BRTERRES 19 (371,732) (307,742)
Net debt E%FE (154,835) (50,983)

Total equity attributable to equity Z</A 125 M SR PE(L s M
shareholders of the Company 493,343 473,991
Net debt-to-capital ratio FEEHERLER 31.4% 10.8%

Neither the Company nor any of its subsidiaries are subject to
any externally imposed capital requirements.

21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency risks arises
in the normal course of the Group’s business. The Group’s
exposure to these risks and the financial risk management policies
and practices used by the Group to manage these risks are
described below.

(a)

220

Credit risk

Credit risk refers to the risk that a counterparty will default on
its contractual obligations resulting in a financial loss to the
Group. The Group’s credit risk is primarily attributable to
trade receivables and contract assets. The Group’s exposure
to credit risk arising from cash and cash equivalents is limited
because the counterparties are banks and financial
institutions with sound credit ratings for which the Group
considers to have low credit risk and the Group has exposure
limit to any single financial institution.

Except for the financial guarantees given by the Group as set
out in note 23, the Group does not provide any other
guarantees which would expose the Group to credit risk. The
maximum exposure to credit risk in respect of these financial
guarantees at the end of the reporting period is disclosed in
note 23.
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(a)

Credit risk (Continued)
Trade receivables and contract assets

The Group’s exposure to credit risk is influenced mainly by
the individual characteristics of each customer rather than the
industry or region in which the customers operate and
therefore significant concentrations of credit risk primarily
arise when the Group has significant exposure to individual
customers. At the end of the reporting period, 33% and 77%
(2017: 30% and 75%) of the total trade receivables and
contract assets was due from the Group’s largest customer
and the five largest customers respectively.

Individual credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making payments
when due and current ability to pay, and take into account
information specific to the customer as well as pertaining to
the economic environment in which the customer operates.
Trade receivables are due within 14 to 30 days from the date
of billing. Normally, the Group does not obtain collateral from
customers.

The Group measures loss allowances for trade debtors, trade
balances due from related companies and contract assets at
an amount equal to lifetime ECLs, which is calculated using a
provision matrix. Given the customers of the Group are mainly
reputable companies and the Government of the Hong Kong
Special Administrative Region and its related organisations
and institutional bodies and the Group has not experienced
any significant credit losses in the past, management
considered that the allowance for ECLs is insignificant. As a
result, no provision for impairment of trade debtors, trade
balances due from related companies and contract assets is
necessary during the year.

R B R R M A

At
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21 FINANCIAL RISK MANAGEMENT AND FAIR 21
VALUES OF FINANCIAL INSTRUMENTS (Continued)

222

(a)

Credit risk (Continued)
Comparative information under HKAS 39

Prior to 1 January 2018, an impairment loss was recognised
only when there was objective evidence of impairment (see
note 1(j)(i) — policy applicable prior to 1 January 2018). At 31
December 2017, none of the trade debtors and trade
balances due from related companies were considered to be
impaired. The ageing analysis of trade debtors and trade
balances due from related companies that were neither
individually nor collectively considered to be impaired are as
follows:

BERREEREMIALTFE®)

(a)

FERR(E)
RS ERNEIRNLEREN

“E-N\E-A-HA REBEER
ﬁ%%ﬂﬂfﬁ B R R (R MRE100—
—N\F—A-BERNEE) - 1®
—t¢+:)ﬂ:+—El * 1A U
BHERR KB B A R E S AR
RRE - WEER HARBRBRED
EWE B RN R B EE N R E B A
HERER DATIAT ¢

2017

—E—+F

$'000

Tt

Neither past due nor impaired BR e FR N R (E 543,815
Within 1 month past due BHEATE1EA 19,319
Over 1 to 2 months past due wEI1 E2E A 1,609
Over 2 to 3 months past due BmHA2 = 31E A 1,108
Over 3 months past due B HA R A 3 & A 6,489
28,525

572,340

Receivables that were neither past due nor impaired related
to a wide range of customers for whom there was no recent
history of default.

Receivables that were past due but not impaired related to a
number of independent customers that had a good track
record with the Group. Based on past experience,
management believed that no impairment allowance was
necessary in respect of these balances as there had been no
significant change in credit quality and the balances were still
considered fully recoverable.
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(b) Liquidity risk

21 MERBREEREMIALTFE®)

(b) REBEZEMRE

Individual operating entities within the Group are responsible
for their own cash management, including the short-term

AEEETHENZSEEREERSHR
SER ERETEHRSBEHRKRER

investment of cash surpluses and the raising of loans to cover ERERUEANTERRST R - EHE
the expected cash demands, subject to approval by the *hﬁiﬂfﬁim%$T§TE7k$E% - JHEUS

parent company’s board when the borrowings exceed certain

ARIEFEMHE - AEERNBERZ

predetermined levels of authority. The Group’s policy is to *Hﬁ EEnPEeT K RERLHET
regularly monitor its liquidity requirements and its compliance BN BREAMNEcREEBEREXES
with lending covenants, to ensure that it maintains sufficient PRIMERTRARHNEARESRE -

reserves of cash and adequate committed lines of funding
from major financial institutions to meet its liquidity
requirements in the short and longer term.

The following tables show the remaining contractual
maturities at the end of the reporting periods of the Group’s
non-derivative financial liabilities, which are based on

LXJE1#%¢%@&§EH/ALQ§&H‘E/\

TRINTRMERARSTEE T ES B
BENBRTANIMBR  DEREH
AUBRSRE (BEREHNE (B

contractual undiscounted cash flows (including interest FE - AIRMERREROFR)FTERN
payments computed using contractual rates or, if floating, MERMR) RAEE AT ZRMNFINRE
based on rates current at the end of the reporting period) and HERDHT

the earliest date the Group can be required to pay:

At 31 December 2018

R-ZE—-NF+=ZH=+—H

Contractual undiscounted cash outflow

EHNABRBRER
More than More than
Within 1 year but 2 years but
1yearor lessthan less than Carrying
on demand 2 years 5 years Total amount
1 ERHR 150 E 2F Nk
EREF B25FRK B5FR gt BREE
$000 $000 $000 $000 $'000
T Tr T Tr Tr
Trade and other payables ~ FEfTE HEEF M EM
AN 835,441 - - 835,441 835,441
Retentions payable JERHRESD 165,948 92,764 51,464 310,176 310,176
Bank loans RITER 372,927 - - 372,927 371,732
1,374,316 92,764 51,464 1,518,544 1,517,349
Financial guarantees SRHPHTER:
issued:
Maximum amount guaranteed & = &R 4 28 (Ff3F23)
(note 23) 94,389 - - 94,389 12,714
- N\FER | FHEEEZEEERAQ A 223
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21 FINANCIAL RISK MANAGEMENT AND FAIR 21
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(b) Liquidity risk (Continued) (b)
At 31 December 2017

224

B 7% ¥R & M &

(Expressed in Hong Kong dollars unless otherwise indicated) (i SA1585M

 LUBTT251)

BERREEREMIALTFE®)

REBESRERE(EZ)
R=-ZE—tHF+=-A=+-—H

Contractual undiscounted cash outflow

ERRBBRERE
More than More than
Within 1yearbut 2 years but
1 year or less than less than Carrying
on demand 2 years 5 years Total amount
1FRL 1EME 2F L E
REKE B2FR B5FR F REE
$'000 $000 $'000 $000 $'000
T T T FIT T
Trade and other payables FENE SR M EAM
BT FRIE 707,272 - - 707,272 707,272
Retentions payable ERRES 83,324 75,831 64,644 223,799 223,799
Amount due to a joint venture FEf—R& &> E IR 1,904 - - 1,904 1,904
Bank loans and overdrafts ~ $R{TE R RiER 308,373 - - 308,373 307,742
1,100,873 75,831 64,644 1,241,348 1,240,717
Financial guarantees R HBHEER
issued:
Maximum amount guaranteed & 1&1% 4 58 (Fif3 23)
(note 23) 87,088 - - 87,088 -
The Group is exposed to liquidity risk that arises from REEAKRRAEGELEREEEBHR

guarantees in respect of banking facilities of joint venture and
joint operations. The guarantees are callable if the respective
joint venture and joint operations are unable to meet their
obligations.
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

R B R R M A

At

 BTT251)

21 MERBREEREMIALTEE)

(c) Interest rate risk (c) FIZm@px
Interest rate risk is the risk that the fair value or future cash FMERRA—HEBTANRIFESR
flows of a financial instrument will fluctuate because of PRIR @ 2 i B T 3% ) 2 2 R B
changes in market interest rates. The Group is exposed to %KE’JJ—L o REBEMLFEF ERITHE
cash flow interest rate risk in relation to variable-rate bank CEERERERITES T EEER
borrowings, pledged deposits and cash at banks. Interest mbiﬂTﬂﬁM BB RBITERD
rate risk on bank deposits is considered immaterial and %'J%HF?ITEK I E A E A
therefore have been excluded from the sensitivity analysis INTEREM T - AEBEYESHS R
below. The Group has not used financial derivatives to hedge PTET RS HRF R - A - WF =
against the interest rate risk. However, from time to time, if KigHEE  BMETRFRIVEE R EE
interest rate fluctuates significantly, appropriate measures bbb g i
would be taken to manage interest risk exposure.
The Group’s cash flow interest rate risk is mainly AEEMNBRESREFNNRABREIEZEHR
concentrated on the fluctuation of Hong Kong Interbank FERRRITIERAEENBEBRITHE
Offered Rate arising from its variable-rate bank borrowings. ¥WBRE - AEBF RRITEIOF
The interest rates and terms of repayment of interest-bearing ERERIEHAI B RERM T 19HKREE o
bank borrowings of the Group are disclosed in note 19 to the
financial statements.
() Interest rate profile (i) FRER
The following table details the interest rate profile of the TREAFFHAEE T EBRITERAF
Group’s interest-bearing bank borrowings. IER ©
2018 2017
—E-—N\F ZE—+tF
Effective Effective
interest interest
rate Amount rate Amount
BRFE 28 BEBREMNX k-
% $’000 % $000
Tr Tt
Variable-rate borrowings: AR RER :
Bank loans and overdrafts RITERREX 3.78 371,732 2.49 307,742
TZ-NFWm | FEEESZEBRERA A 225
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(c) Interest rate risk (Continued)

226

(i)

Sensitivity analysis

At 31 December 2018, it is estimated that a general
increase/decrease of 100 basis points in interest rates,
with all other variables held constant, would have
decreased/increased the Group’s profit after taxation
and retained profits by approximately $3,104,000
(2017: $2,570,000) in response to the general increase/
decrease in interest rates.

The sensitivity analysis above indicates the exposure to
cash flow interest rate risk arising from variable-rate
bank borrowings held by the Group at the end of the
reporting period, the impact on the Group’s profit after
taxation and retained profits is estimated as an
annualised impact on interest expense of such a
change in interest rates. The analysis is performed on
the same basis as 2017.

(d) Currency risk

The Group is exposed to currency risk primarily from trade
and other receivables, trade and other payables and cash
balances that are denominated in a foreign currency, i.e. a
currency other than the functional currency of the operations
to which the transactions relate. The currencies giving rise to
this risk is primarily Renminbi, United States dollars and Great
British Pound.

In respect of cash balances denominated in foreign
currencies, the Group ensures that the net exposure is kept
to an acceptable level, by buying or selling foreign currencies
at spot rates where necessary.
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)

@

Exposure to currency risk

The following table details the Group’s exposure at the
end of the reporting period to currency risk arising from
recognised assets or liabilities denominated in a
currency other than the functional currency of the entity
to which they relate. For presentation purposes, the
amounts of the exposure are shown in Hong Kong
dollars, translated using the spot rate at the year end
date.

- LABTE271)

21 MERBREEREMIALTEE)

d) E%¥ERE)

() E¥ER

TRENAEERREHARTEEER
AR E BT aE B INE’EHE
WERREERAEFMEENE
[ - 2WEF - FTEBGRRHSE
VARG 45 A RN EREE R B /& T3

N e

Exposure to foreign currencies
(expressed in Hong Kong dollars)

SRR (B TSIR)
2018 2017
—Z2-N\F “E—+F
United Great United
States British States
dollars  Renminbi Pound dollars Renminbi
EY AR REE v AR
$'000 $'000 $'000 $000 $000
Tr Tr Tr T T
Trade and other receivables JEUE FERF R E A e
75 - 2,833 - - 5,285
Trade and other payables EITE SRF R AR
P = (2,535) - (3,557) (2,402)
Cash at banks and in hand RINFHEES 954 186 4,064 1,018 841
Gross exposure arising from BREENEBBEE AR
recognised assets and liabilities ~ #2%8 954 484 4,064 (2,539 3,724
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21 FINANCIAL RISK MANAGEMENT AND FAIR 21 MERREERREMIAATFHEE)
VALUES OF FINANCIAL INSTRUMENTS (Continued)
(d) Currency risk (Continued) (d E¥ERE)
(i) Sensitivity analysis (i) SHBREDIN
The following table indicates the instantaneous change Tﬁ?ﬁmﬁﬂiﬁlﬁf‘ﬁi%ﬁﬂifﬁj“
in the Group’s profit after tax (and retained profits) and Fra HAu R S E T E
other components of consolidated equity that would FeE KRR A ME R 1% B ijﬁ“
arise if foreign exchange rates to which the Group has K NEBERB SR (KRB
significant exposure at the end of the reporting period ) Rir bt a E b B /O BN s 2
had changed at that dates, assuming all other risk goghttims - EREETEER
variables remained constant. In this respect, it is ﬂﬁ’rlﬂif’%‘ﬁ’]&'ﬂ“iﬂT\Eﬂ/%E
assumed that the pegged rate between the Hong Kong HETHHMEEEREFSALE
dollars and the United States dollars would be materially BER - HRAETTIEAD %EME’\]
unaffected by any changes in movement in value of B UETEMEMRITRFER
United States dollars against other currencies. That is, S RE T HEEE SRR
for entities with Hong Kong dollars as their functional
currencies, United States dollars denominated cash at
banks and in hand is assumed to have no currency risk
exposure.
2018 2017
—E-N\E —t+F
Increase/  Effect on Increase/ Effect on
(decrease) profit after (decrease)  profit after
in foreign tax and in foreign tax and
exchange retained exchange retained
rates profits rates profits
HERBiR HirHiE
EEL#/ HARRE EXLA/ SFRREZ
(TH) HBRHTE (TR&) BAKFE
% $'000 % $000
FTr T
Renminbi AR 3% 12 3% 97
(3)% (12) (3)% 97)
Great British Pound HgE 3% 102 3% -
(3)% (102) (3)% -

228

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects
on each of the Group entities’ profit after tax and equity
measured in the respective functional currency,
translated to Hong Kong dollars at the exchange rate
ruling at the end of the reporting period for presentation
PUrposes.
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)

(e)

(i)

Sensitivity analysis (Continued)

The sensitivity analysis assumes that the change in
foreign exchange rates had been applied to re-measure
those financial instruments held by the Group which
expose the Group to foreign currency risk at the end of
the reporting period, including inter-company payables
and receivables within the Group which are
denominated in a currency other than the functional
currency of the lender or the borrower. The analysis
excludes differences that would result from the
translation of the financial statements of foreign
operations into the Group’s presentation currency. The
analysis is performed on the same basis as 2017.

Fair values

Financial instruments carried at other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost were not materially different
from their fair values as at 31 December 2018 and 2017.

22 COMMITMENTS

(@)

Capital commitments outstanding at 31 December 2018 not
provided for in the financial statements were as follows:

ire B BRAR M

- LABTE271)
21 MERBEEREREMIALATFE &)

EXE b (E)
(i) SBEIWFE)

BUREN T HRREERNEEHE A
REFFFEREERRE AR
BEASEHBINERBRNZE S
BTR BREAKEARFREAE
RATMERARINEEEE AN E
BEHE R BT IR I B WGRIA - it
DT T BIERBINER R R
BERAEENE2IEEELN
ER - REIMRA_T—LFM
Rl EEAEHETT o

(d)

(e) 2AFE
BEAFEUNIEETIENSHBTIA

R=E-—NFR-B—LFT=A
=+—8 - AEEEA A WA AT)

e T AMEmMEREQNFETE
BAER-
22 KiE
@ R-ZE—NF+-A=1+—8  E#H%

z
BRABEBNERNAEZNT

2018 2017

—E-NF —tF

$°000 $'000

Ft FT

Contracted for REED 5,500 -
TZ-NFWm | FEEESZEBRERA A 229
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22 COMMITMENTS (Continued)

()

At 31 December 2018, the total future minimum lease
payments under non-cancellable operating leases are payable
as follows:

22 &iE(E)

(b)

RZZ-N\F+ZA=T-8 BEF
AT A 2 40 £ B0 R (A 3
HREMT -

2018 2017
—E-N\F —E—+F
$°000 $000
F T
Within 1 year —FR 22,420 15,339
After 1 year but within 5 years —FEERFRA 22,659 6,196
45,079 21,535
The Group is the lessee in respect of a number of properties REBAKEHOETZEYERNKE

under operating leases. The leases typically run for an initial
period of seven months to three years, with an option to
renew the lease when all terms are renegotiated. None of the
leases include contingent rentals.

23 FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES

230

(@)

As at 31 December 2018, approximately $402,995,000 (2017:
$345,803,000) of performance bonds were given by financial
institutions to the Group in favour of the Group’s customers
as security for the due performance and observance of the
Group’s obligation under the contracts entered into between
the Group and their customers. The Group has provided
guarantees of the above performance bonds. If the Group
fails to provide satisfactory performance to their customers to
whom performance bonds have been given, such customers
may demand the financial institutions to pay to them the sum
or sums stipulated in such demand. The Group will then
become liable to compensate such financial institutions
accordingly. The performance bonds will be released upon
completion of the contract works. The performance bonds
were granted under the banking facilities with details as set
out in note 19(b).

At the end of the reporting period, the directors of the
Company do not consider it probable that a claim will be
made against the Group.
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23 FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES (Continued)

(b)

As at 31 December 2018, the Group has provided
guarantees of $214,991,000 (2017: $258,493,000)
representing a 50% proportionate guarantee in respect of
certain banking facilities of $429,981,000 (2017:
$516,986,000) granted to its joint venture in Macau. The 50%
proportionate facilities were utilised to the extent of
$94,389,000 (2017: $87,088,000), of which amounts of
$73,530,000 (2017: $75,740,000) represent performance
bonds given by financial institutions to the customers of the
joint venture.

The Group has not recognised any deferred income in
respect of these guarantees as their fair values cannot be
reliably measured using observable market data and no
transaction price was incurred.

The subsidiaries of the Group are defendants in a number of
claims, lawsuits and potential claims relating to employee’s
compensation cases and personal injuries claims. The
directors of the Company considered that the possibility of
any outflow in settling the legal claims is remote as these
claims are all well covered by insurance. Accordingly, no
provision for the contingent liabilities in respect of these
litigations is necessary, after due consideration of each case.

24 MATERIAL RELATED PARTY TRANSACTIONS

(a)

R B R R M A

At

- LABTE271)

23 MERGERERARE)

(b)

RZZE—NF+ZA=+—0 £45H
%Ef,ttzm 991,000 (=& — & i
258,493,000 7T ) W E R B &
T%%i@?ﬁé%ﬁﬁzz%%%ﬁﬁ
H) RS & 429,981,0008 T (T — L 4F ¢
516,986,000/% 7T ) #8177 @R & A9 50% Lt 171
1R © 50% Lk I B & 2 B A 94,389,000
B (=T —+ 4 87,088,000/ 7T)
HA73,580,000% (= & — & F:
75,740,000/ 87T ) IEH S RIMER TE&E
TERFPHNBHRE

RER Bt % R R FER AR
A REEERFEEENAABRED
SEBAEFEATEEERTHER -

$%lMTJ%"??%EFWE%%@%“;@U
AFBERENZHRE  FRLELE
RENRS - ARAEZERR REA
REZRRE  BRZEERREEL
BEmB AT E B - £
EZRERARNERRR  BARZEH
AR RA B EIEHEE -

24 EXBABMAXS

Key management personnel remuneration (a) ETEEEAENEN
Remuneration of key management personnel of the Group, AEBFEERBAENTFH(BEENT
including amounts paid to the directors as disclosed in note 8 BEEMHE)RWESEE  maTES
and certain of the highest paid employees and senior RS R R ERERHEOHE -
management as disclosed in note 9.
2018 2017
—E-N\F —E—+tF
$°000 $000
Tr Tt
Short-term employee benefits EHEEREF 20,888 19,730
Post-employment benefits R EE T 725 695
21,613 20,425
Total remuneration is included in “staff costs” (see note 6(b)). HNaRETATEIAA] (FL2HEME
B(b)) °
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MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

24 EXRABBRS (&)

(b) Transactions with related parties (b) EHEBINRKS
In addition to the transactions and balances disclosed BRZEVBREREMATIEENRZS
elsewhere in these financial statements, the Group had the REsRIN  FRAEEEEH BT T
following transactions with the related parties during the year EERABERNTIRS
which the directors consider to be material:
2018 2017
—E-N\F ZE—+F
Note $°000 $’'000
B aE F T
Housing management and related  F/EE 12 & AH R RIGBA
service income (i) 163 13,669
Rental expenses, license fees, air- 4 MX - #FAI & - AR N
conditioning and service charges 3= (ii) 8,967 9,043
Property management services and ¥ 2 & 38 BR 7% R WD 3£ EE
property consultancy services BRASUTA
income (i) 5,930 5,434

The ultimate controlling party of the Group is a substantial
shareholder of Great Eagle Holdings Limited.

Notes:

i) During the years ended 31 December 2018 and 2017, the Group
mainly earned housing management service income from subsidiaries
of Great Eagle Holdings Limited.

(i) During the years ended 31 December 2018 and 2017, the Group paid
rental expenses to a subsidiary of Great Eagle Holdings Limited and
subsidiaries of Sun Fook Kong Group Limited.

(iii) During the years ended 31 December 2018 and 2017, the Group
provided property management services and property consultancy
services to subsidiaries of Sun Fook Kong Group Limited.
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24 MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

(c) Applicability of the Listing Rules relating to
connected transactions

The related party transactions in respect of notes 24(b)(i), (ii),
(iiy as disclosed below fall under the definition of connected
transaction or continuing connected transaction as defined in
Chapter 14A of the Listing Rules. The amount of each
category of related party transactions in respect of notes
24(b)(i), (i), (i) for the year ended 31 December 2018 is as
follows:

24 EXRABMBRS (&)

 BTT251)

(c) EREXZHEBzELTRANER

3

T ST EE 24 (o)) ~ (i) X (iii) BT 4% 5B 2 BE B
FRGBER ETHRAE4AZEERD
BEXSABERERZ HE-Z
—“NE+_A=+—BLFE K=
24(b)() ~ (i) R (i Frit 2 SEEBEB AR 5

SEMT :
Rental Property
expenses, management
Housing license fees, services and
management air-conditioning property
and related and service consultancy
service income charges services income

HERX - WEEERER

FEEERAH FIE-RR ESEI) S

B WA RER%EE WA
(note 24(o)(i) (note 24(o)(ii) (note 24(b)(iii))
(PEE2400)()  (BsE24 (o)) (BiIEE24 (b))
$°000 $'000 $°000
T v v
Constitute connected transactions B FTRAIFE 14ASHIES
or continuing connected HER S5 EEE
transactions as defined in X5
Chapter 14A of the Listing Rules - 8,967 5,930
Exempt as below the de minimis EER MR BIEE 14A.76(1)
threshold under Listing Rule BRREREREME
14A.76(1) e 163 - -
163 8,967 5,930

The disclosures required by Chapter 14A of the Listing Rules
are set out in “Continuing Connected Transactions” of the
report of the directors on pages 125 to 130.

EmH H'J%MA%ﬁfr%EEZ&EE%ZE’;\%

1252130 BE FRE[1HER

T-N\FR | FREEXEEERA
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25 EMPLOYEE RETIREMENT BENEFITS

The Group contributes to an Occupational Retirements Scheme
(the “ORSO Scheme”), a defined contribution retirement scheme,
which is available to some of its employees in Hong Kong. Under
the ORSO Scheme, the employees are required to contribute 5%
of their monthly salaries, while the Group’s contributions are
calculated at 5% of the monthly salaries of the employees as well.
The employees are entitled to 100% of the employer’s contributions
after 10 years of completed service, or at a reduced scale after
completion of 3 to 9 years’ service. Contributions to the ORSO
Scheme are reduced by contributions forfeited by those employees
who leave the ORSO Scheme prior to vesting fully in the Group’s

contributions.

A mandatory provident fund scheme (the “MPF Scheme”) has been
established under the Hong Kong Mandatory Provident Fund
Scheme Ordinance in December 2000. The then existing
employees of the Group in Hong Kong could elect to join the MPF
Scheme, while all new employees joining the Group in Hong Kong
from then onwards are required to join the MPF Scheme. Both the
Group and the employees are required to contribute 5% of each
individual’s relevant income with a maximum amount of $1,500 per
month as a mandatory contribution. Employer’s mandatory
contributions are 100% vested in the employees as soon as they
are paid to the MPF Scheme. Senior employees may also elect to
join Mutual Voluntary Plan in which both the Group and the
employees, on top of the MPF Scheme mandatory contributions,
make a voluntary contribution to the extent of contributions that

would have been made under the ORSO Scheme.

Employees engaged by the Group outside Hong Kong are covered
by the appropriate local defined contribution retirement schemes

pursuant to the local labour rules and regulations.

26 ACQUISITION OF SUBSIDIARIES

On 1 December 2017, the Group acquired from a third party its
entire issued capital of Bestwise Envirotech Limited (formerly known
as Biwater Man Lee Limited) for a cash consideration of $1. The
acquisition was made as a part of the Group’s strategy to expand
its civil engineering market share in wastewater and potable water

treatment sector.
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26 ACQUISITION OF SUBSIDIARIES (Continued) 26

The fair values of the identifiable assets and liabilities acquired and
the goodwill as at the date of acquisition were set out as follows:

ire B BRAR M

 BTT251)

UrRBPR B 2B (&)

REERE BRI R EERBEEERE
ZRAFEEIT

Fair value at

date of

Note acquisition

RUkEE B

P 5 ATHE

$000

Tt

Plant and equipment = K& 11 34

Deferred tax assets ELEFIREE 7(c)(i) 32,628
Gross amount due from customers EWENTRERE B

for contract work 4,782

Trade and other receivables FEUE 5 B8R 51 R H A JE R TE 20,253

Pledged deposits HEIRFER 5,000

Cash at banks and in hand RITRFBERE 995
Gross amount due to customers EREaHTIRERFB5

for contract work (4,248)

Trade and other payables BB ZRR R EMER K (56,439)

Bank overdrafts RITEX (4,214)

Total identifiable net liabilities at fair value  RAFEFIR 2 AHBGFEEHEE (1,209)

Goodwill [SES 1,209

Analysis of net cash outflow of cash and cash equivalents in

respect of the acquisition:

FREBERENRES MREEEMRSRLF
BT

$'000
T
Cash consideration ReERE -
Cash at banks and in hand acquired FrisBgsR1T R FoER & 995
Bank overdrafts acquired Fruk g iR1TE (4,214)
(3,219)
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27 COMPANY-LEVEL STATEMENT OF FINANCIAL 27 AFEEMBKRE
POSITION

2018 2017
—E-N\F —T—tF
Note $°000 $000
B sE F T
Non-current assets FRBEE
Interest in subsidiaries iNUEIESENGILE R E 20,081 20,081
Current assets REBEE
Amounts due from subsidiaries FE U B B~ B FRIE 119,152 216,837
Cash and cash equivalents Re KIREEEY 143 603
119,295 217,440
Current liabilities REBAS
Other payables Hh FE < 5/ 155 164
Netcurrentassets ===~~~ *&BEE¥E VY - 217,276
NET ASSETS BEFE 139,221 237,357
CAPITAL AND RESERVES BAR#E 20
Share capital & A 20(c) 40,000 40,000
Reserves B 99,221 197,357
TOTAL EQUITY AR 139,221 237,357
28 NON-ADJUSTING EVENTS AFTER THE 28 HREMEFEFAEBEER
REPORTING PERIOD
After the end of the reporting period, the directors proposed a final RIMEIKRE  EFRZETRRBRE - E—
dividend. Further details are disclosed in note 20(b)(). TR E R FE A B RE 20(0)() ©
29 COMPARATIVE FIGURES 29 LHLEHF
The Group has initially applied HKFRS 15 at 1 January 2018. Under AEERZE—N\F—A—BaXREREREY
the transition method chosen, comparative information is not HREER|FE 1558 - RIBFMBIEREL L&
restated. Further details of the changes in accounting policies are BRI TEY - BESTTHEE B E— 5
disclosed in note 1(d). BRKFE1AHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M BRERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (kk3A1585N + LLBITT251)

IMMEDIATE AND ULTIMATE CONTROLLING
PARTY

At 31 December 2018, the directors consider the immediate parent
and ultimate controlling party of the Group to be Sun Fook Kong
Group Limited, which is incorporated in British Virgin Islands, and
Mr. Lo Kai Shui respectively. They do not provide financial
statements available for public use.

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended 31
December 2018 and which have not been adopted in these
financial statements. These include the following which may be
relevant to the Group.

30 EEREREHES

31

RZZE—N\F+ZA=+—RH EZRE K
SENERBRRREEIEH TR AR EE
BREEEEMA LN REEEERIRRLE
RRERSEE - MELAREHRAHARALTERH
PAFEEREK ©

EAFERERBE_S—N\E+=
A=+—HILEEERNHELT - Fi
HRRBTREROYE

BEZSUBHRERTEZA  TESHNAE
ERMBERNEBE_T - \F+_A=1t—H
LIEFERARERNER - SRR L2 Mk
EMHBRABRAZEFEET - R LB
BB EALRERREAKER
BEAREM TSI -

Effective for
accounting periods
beginning on or after

RT3 BB EN

S BEER

HKFRS 16, Leases BB ERNE 165 HE 1 January 2019
—E—NEFE—H—H

HK(IFRIC) 23, Uncertainty over income tax
treatments

Annual Improvements to HKFRSs
2015-2017 Cycle

Amendments to HKAS 28, Long-term interest & /& &E4ERIE 2858 2 185] -

in associates and joint ventures REEE N m] o & &1

4

“E-)N\FR | FREEREBBERAA

FE (AR BHRERBEEZES)
BEE 23 EHEEZ THE

BRUBREEN _ZT—HFE
—TFBRHRFENE

R RPkgEen

1 January 2019
—FT-NE—A—A

1 January 2019
—E-NF—H—H

1 January 2019
—E-NF—H—H
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (Continued)

The Group is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations is
expected to be in the period of initial application. So far the Group
has identified some aspects of the HKFRS 16 which may have a
significant impact on the consolidated financial statements. Further
details of the expected impacts are discussed below. While the
assessment has been substantially completed for HKFRS 16, the
actual impact upon the initial adoption of this standard may differ
as the assessment completed to date is based on the information
currently available to the Group, and further impacts may be
identified before the standard is initially applied in the Group’s
interim financial report for the six months ending 30 June 2019. The
Group may also change its accounting policy elections, including
the transition options, until the standard is initially applied in that
financial report.

HKFRS 16, Leases

As disclosed in note 1(i), currently the Group classifies all the leases
it entered as lessee into operating leases.

HKFRS 16 specifies that lessees should account for all leases in a
similar way to the current finance lease accounting, i.e. at the
commencement date of the lease the lessee will recognise and
measure a lease liability at the present value of the minimum future
lease payments and will recognise a corresponding “right-of-use”
asset. After initial recognition of this asset and liability, the lessee
will recognise interest expense accrued on the outstanding balance
of the lease liability, and the depreciation of the right-of-use asset,
instead of the current policy of recognising rental expenses incurred
under operating leases on a systematic basis over the lease term.
As a practical expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where the lease term is
12 months or less) and to leases of low-value assets, in which case
the rental expenses would continue to be recognised on a
systematic basis over the lease term.

HKFRS 16 will primarily affect the Group’s accounting as a lessee
of the leases for certain properties which are currently classified as
operating leases. The application of the new accounting model is
expected to lead to an increase in both assets and liabilities and to
impact on the timing of the expense recognition in the consolidated
income statement over the period of the lease.

SFK Construction Holdings Limited | Annual Report 2018

31

ERTEARRBE_S—IN\F+Z
R=+—HLEEERMHEET - i
AIRRERBEHTLE (&)

AREBEBRLFEFEMZSFER - EAREE
RERERBMENTZE - 2581 FAEED
BN AR B RREREATENER
M MELERF16RNE T IH - BHPEN
E—PHBRANTX - BETEHBHRESE
AIZE16 SRR E RERTERK BB RN ZLE
ANBERZERREM TR REDESTK
MRHEERAEBRESAEFSOEREL - £
—BEETARRAEERE_T-NFRH
=+ BN E A RS RS 'RRAZE
A2 AR » 1 Ll 53R B R e L £ A
Al - NREE AR EE H S HEEE (R
BIRNMEGSCRE) -

ERMBREENFE 165 HE

M EAO PR - NREEREG KA EE
RABAGTUNEES BRKEEHE -

BN BEREEAE 1658579 - AMAABIKR
SEMREHESRERAUNT K EE
BEARR - AZAERARFG A A ARRER
EREEEFENREERRFEHERAE
REHERERN [ERE] BE - RYTER
ZEERBER AEASBRAEERENR
BEGHMEENN SR REREEER
B MIENEBAZRAGEEERRBELEH
WFMEENHEERSXOREERR - (FR—EA
TTHREINE  AEATEET KL S EAE
ARERAE(HERA12@AKAT) RE
BEEENHE REZFBERAT  BeRXH$
ENRMANIE R EERER

RNEEMNERELENF16RHEIEFELRE
BEASHEANARBARETUE(ERIBEAK
BHE)NEHREE - RHAERAT R
ABEREERABEHIHEMENM  RPEBD
HifE AR & W R R SRS -



31

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k& SA1585M

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (Continued)

HKFRS 16, Leases (Continued)

HKFRS 16 is effective for annual periods beginning on or after 1
January 2019. As allowed by HKFRS 16, the Group plans to use
the practical expedient to grandfather the previous assessment of
which existing arrangements are, or contain, leases. The Group will
therefore apply the new definition of a lease in HKFRS 16 only to
contracts that are entered into on or after the date of initial
application. In addition, the Group plans to elect the practical
expedient for not applying the new accounting model to short-term
leases and leases of low-value assets.

The Group plans to elect to use the modified retrospective
approach for the adoption of HKFRS 16 and will recognise the
cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2019 and will not restate
the comparative information. As disclosed in note 22(b), at 31
December 2018 the Group’s future minimum lease payments under
non-cancellable operating leases amounted to $45,079,000. Upon
the initial adoption of HKFRS 16, the opening balances of lease
liabilities and the corresponding right-of-use assets will be adjusted
as at 1 January 2019.

Other than the recognition of lease liabilities and right-of-use assets,
the Group expects that the transition adjustments to be made upon
the initial adoption of HKFRS 16 will not be material.
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FIVE YEAR FINANCIAL SUMMARY

EFEMHEHBE

The summary of the consolidated results and assets and liabilities of the
Group for the last five financial years as extracted from the audited

financial statements is set out below:

iy B REBLYBHREROARE SO Q@R RF
EHGEREUNREERBENBEHIIMT -

CONSOLIDATED RESULTS FeERE
2014 2015 2016 2017 2018
— P4 —HRFE ZZT—RF —+F =ZB-N\F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FHET FHET FHExT
Revenue Wrzs 2,752,162 2,733,571 3,002,023 4,611,972 6,197,164
Gross profit = 171,645 167,301 196,487 247,159 273,176
Profit for the year FEERF 72,106 72,356 106,111 142,691 129,321
Attributable to: B -
Shareholders of the Company AR A& E 72,480 71,962 105,967 141,874 129,689
Non-controlling interests FEEAR 374) 394 144 817 (368)
CONSOLIDATED ASSETS, LIABILITIES AND EQUITY REeEE ARRESR
2014 2015 2016 2017 2018
— PO —RF Z—ZZT—RF —tF ZE-N\F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FHET FHET FHBxT
ASSETS BE
Non-current assets IERBEE 35,480 28,379 30,433 68,169 79,497
Current assets mEEE 1,323,951 1,490,946 1,333,530 1,845,550 2,079,893
Total assets BERE 1,359,431 1,519,325 1,363,963 1,913,719 2,159,390
LIABILITIES aE
Current liabilities mEaE 1,070,113 1,034,290 909,062 1,435,473 1,660,893
Non-current liabilities IERBEE 2,338 3,244 3,165 3,451 4,717
Total liabilities BERTE 1,072,451 1,037,534 912,227 1,438,924 1,665,610
EQUITY R
Total equity attributable NN Sy
to shareholders of VTS 4EER
the company 287,531 481,948 451,749 473,991 493,343
Non-controlling interests FEPEAR RE 2 (551) (157) (13) 804 437
Total equity e sAEE 286,980 481,791 451,736 474,795 493,780
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