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CHAIRMAN'S STATEMENT
T RS

Dear Shareholders,

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 2016 (the “Year” or
“2016").

We are principally engaged in construction and maintenance projects in
Hong Kong and construction projects in Macau under our brand”SFK

(¥1%8/8) " We are an approved and omnicompetent contractor of
public works in Hong Kong and we believe our proven track record and
good reputation in the construction industry position us well to maintain
a sustainable business growth. Being a long established and one of the
leading general building main contractors in Hong Kong, we have always
emphasised on project quality, site safety and environmental protection.
We believe that making contribution to the economic, environmental and
social well-being of the communities where we live and work is our
commitment to the society. As one of the industry leaders, SFK has
always been committed to carrying out business in an ethical manner,
which is core to our success in the past, present and future.

In continuing pursuit of our commitments, we achieved encouraging
financial results for the Year. The Group recorded a consolidated net
profit of approximately HK$106 million as compared to the net profit of
approximately HK$72 million for the year ended 31 December 2015 (the
“Last Year” or “2015"). The favourable results is mainly due to the award
of several sizable projects during the Year, including the construction of a
park development in Kowloon West and the construction of a home
ownership scheme development and a public rental housing development
for the Hong Kong Housing Authority. We are eager to acquire
businesses. During the review period, the Group has been awarded new
contracts with total contract value of approximately HK$6,273 million,
representing an increase of 27% comparing to that of 2015. Apart from
the financial performance reporting, we are pleased to present our first
Environmental, Social and Governance Report forming part of this annual
report which summarised our effort and performance in promoting and
strengthening corporate social responsibility among the Group.

4 SFK Construction Holdings Limited
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CHAIRMAN'S STATEMENT
TS

The construction industry in Hong Kong keeps facing the challenges of
shortage of manpower and ageing workforce. Besides, it has become
more frequent that approvals of funding for public works contracts were
impeded and in extremely slow progress in the Legislative Council, and
this deserves more of our concern. In order to alleviate the impact from
the prolonged funding approvals, we have spent more efforts onto
acquiring or tendering more maintenance contracts from the Hong Kong
Government (funding approval for which have not been prolonged).
During the first three months of year 2017, we have been newly awarded
various maintenance contracts of total estimated expenditure sum of
approximately HK$1,869 million from different government departments.
Despite all those challenges that we are facing, we are optimistic that the
Group can maintain a steady growth in our construction business by
maintaining high-quality construction work services. We expect that the
Hong Kong Government will continue making substantial investment in
infrastructure and property and land development through boosting the
housing supply and implementing urban development projects as
described in the 2017 Policy Address. Hence, we are optimistic that the
Group can continue to maintain steady growth in our construction
business by maintaining high-quality construction work services. During
the Year, we have been actively developing our other businesses in
providing housing and property management services for public
departments and private organisations in Hong Kong as well as building
information modeling (BIM) services. Besides maintaining our position as
one of the leading building contractors in Hong Kong, we also target
multi-development of the Group.

Geographically, our business remained to be primarily focusing in the Hong
Kong market. However, in 2016, we expanded our housing management
business into the People’s Republic of China (the “PRC") through the
acquisition of BILBSEWEERBR AT (Foshan Baode Building
Management Limited®), a qualified housing management company
registered at Fo Shan City of Guangdong Province, the PRC. By leveraging
our expertise as a general building contractor in Hong Kong , we are now
developing a new business of providing construction management services
to property developers in the PRC. With our goodwill, we believe the Group
is able to explore and pursue further suitable business opportunities in the
property management market in the PRC in the coming future.

On the whole, Hong Kong and Macau construction industry are still
booming with considerable prospect. Hence we are expecting more
construction projects in the coming years with favourable driving force of
development. Looking ahead, our construction business will continuously
be operated 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.

ERRETEAABERLIERREH HELRIK
B o esh RIDEAEHAER/ARTIRANBENESK
BXEMEEERAEE  EHBRFILERT - RED
REARESHETRNTE  RACEZNFM
FREEZEEBAIRESH(WFRANESIAE
WEEAIL) - R_ZT—+FE=@F HMEHT
RBFHFARETFE0REAL  RHMRAXESRAF
1,869 BEAT - BERMEBEIE - RAXLER
B AEEEARERUSMENETIRERSE - &
BEXBRBAERREEER - RABHRBEEBA
HEBENERE  MEUARTHBEREEEARE - 10
TR FHRBERE AL NE E R R BT
BRIAR o At - HMEBR AL EBLNEREE
RERERZETRERENRFRMAZERBOR
EEE - FA - BAIEBEREMER  £FE/A
HEPIRALERBREEERYEEE RGN RE
EEAER BIM) RS - RERFEMAETEAEEE
ARz AN RFEAERAKREANZ T
LR -

BAOEBERE ENEREPEFETS - A
RZT—RF - BEBKRE R BEERE L
MM EREEEBRRARABILESYEERES
RARKEEEEERRAZPEARLME (S
B ) o BERMERER —MRBEARBAR - BM
ERETHERZEAMFERAEREZEEEREDN
E - BRERMANEE  RAEEAEEEAAR
M REEPEYEEETSHRNEME EEHE

EREms ZERRMEETENEDERAENSR
&S - EENMBERES T - BHARPRARBFERE
REZEEIAR - REARK - BIAIWREEBE — ML
EARBRAERNTAELE  E—FRARMNZ
ERENBER - R RABEESKIBERZT
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CHAIRMAN'S STATEMENT
TR E

I would like to take this opportunity to express my heartfelt appreciation ~ AAEEERLBRBSEETEHKE - TEEEK - B
to my fellow board members, management team, staff members, T - #HER - 2EEREGEREE  LEKEEN
suppliers, subcontractors, other business partners and, most importantly, R®EFHBRE(TRE ) REFPHAEEN — B &
our shareholders (the “Shareholders”) and customers for their continuous B ¥FRFIIFEERI TR ©

support to the Group and contribution to its favourable results during the

Year.

To reward and thank our Shareholders for their support, the Board ARENEHSMUBENTE  EFSEHRNRE
recommends the payment of a final dividend of HK17.5 cents per share.  HIIR B &I 17.5/81 - ERF R R EFH 9
Together with the interim dividend for the Year of HK9 cents per share EBERZZT—XFENAERIKN - FRKENREEHE
already paid in September 2016, total payment of dividend for the Year A& 2658II(ZE— R4 : FR2581) -
amounted to HK26.5 cents per share (2015: HK25 cents per share).

Chan Ki Chun FE
Chairman BREE
Hong Kong, 24 March 2017 B —E—tEF=A=+WMA

" For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm M oA

The Group is principally engaged in construction and maintenance
projects in Hong Kong and construction projects in Macau under our
brand “SFK (¥74875)". Besides the construction and maintenance projects,
the Group also provides other services, which comprise mainly housing
and property management services (such as the provision of cleaning
services and security management services) and building information
modeling (BIM) services to Hong Kong customers in both the public and
private sectors. In 2016, we have also expanded housing management
business into the PRC.

BUSINESS REVIEW

For the year 2016, our Group's revenue increased by 9.82% from
HK$2,733.57 million to HK$3,002.02 million; and our profit for the year
attributable to equity shareholders of the Company increased by 47.26%
from HK$71.96 million to HK$105.97 million. The favourable results were
mainly the combined effect of the award of several sizeable projects
during the Year and the increase in contributions from our ongoing
projects between years in accordance with the work progress.

The construction industry in Hong Kong keeps facing the challenges of
shortage of manpower and ageing workforce. Besides, it has become
more frequent that approvals of funding for public works contracts were
impeded and in extremely slow progress in the Legislative Council.
Despite such tough environment, we managed to win 14 new projects
during the Year with a total original contract sum of approximately
HK$6,273 million. As at 31 December 2016, the outstanding value of our
ongoing projects was approximately HK$10,525 million.

Our 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.
Our 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.
Subsequent to the end of the reporting period, we have been awarded
various maintenance contracts with a total contract sum of approximately
HK$1,869 million. We are optimistic that our Group can maintain a
steady growth in our construction and maintenance business.

KEEFZARME [SFKGHEB) | RBREEBR
FREMMRBEBEUARERFANERZEERE - K2
ERRBERBI AEBETREHEGRE 2603
AEENRNERFIRLERBEPRHEFERYE
ERRE (PINREEZRERRLEERE) ME
LEAREBIM) IR - R-ZF—RF - HATEH
BMNEEERXBRERETE -

EBEE

RZT—RF AEEMNKZEBH2,73357888 T
#119.82% £3,002.02 5 BB T - MR R #E
HEREEEFRNEFIBR71.96 588 T IN47.26%
10597 EBATL BB AREMNEE N EER
RERNERZEAAEBEE REMNEEEERFE
FIRIE TR IR N E BAAAR A R EFTER ©

EERETERADEL T EREEE HE LK
B o AN EEAARTIRANBNESREESHE
BEEBRAEE RERNHESE  BMFANESF14
EFIEE  HEANBRENEAEG2I3EEEIL - R
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BELHA10,52588 87T -

AEBERETIHHMRBAAZHEMARELNRRET
REFHECABR(TREB MIBEREER
ERAZ—  AEBETNRAIUBRREEZESH T
RAENERESH(TREER) WRAUAEHZ— -
T EERAF RS EFR  SERMBEILA
BRME—REBERIATIR S EESKHERAE
BENBNREEZEENEZERREAN - N
EHERR - RAERZHREGH  ARRBEOR
1,869 B &EETT - KB AEEMEERRBEEEEE
BRIREERRTREE -

MEEEREEBRAA 7




MANAGEMENT DISCUSSION AND ANALYSIS
B E R W S AT

Major projects awarded and undertaken in 2016 TE-ARFEMRAENTIEER

During the Year, we were awarded 14 projects as a main contractor in R RFINBBAEEAEZEHHEH14@EER (8
Hong Kong (out of which 10 and 4 are from the public sector and private B R IHFIRMLEEENEER D RIA10EF4E) -
sector, respectively), with total original contract sum of approximately FREI & K4AREAA6,273AEHETT o TRFHIRFIE
HK$6,273 million. The table below sets out the summary of our REHH—BEFRIATIREZERREEAHE
construction and maintenance projects for general building and civil

engineering works that were awarded during the Year:

Number of Total original
projects contract sum
HA#A RIT&HBHE
(approximate
HK$million)
(BHBEBT)
Original contract sum at or above HK$500 million  5{EETTEIA EMRET AL
G| 4 6,218
Original contract sum below HK$500 million SIEETTATE 2 8B TR
but at or above HK$200 million N ERRETE &R Nil £& Nil £&
Original contract sum below HK$200 million 2B TLA T E 5,000 &
but at or above HK$50 million BTN EMERETAL
TR Nil £ Nil £
Original contract sum less than HK$50 million LFA5,000 BB TTHIRET
SR 10 55
14 6,273
8 SFK Construction Holdings Limited Annual Report 2016




MANAGEMENT DISCUSSION AND ANALYSIS
B E R W S AT

As at 31 December 2016, we had a total of 17 projects for general R-ZT—X "E+-_A=+—H #ZMFEEEH17
building works and 6 projects for civil engineering works on hand. The {A—&EZFTREEH K6EALATIZER - %S5HE
total original contract sum of these projects was approximately REIAHNBEHNA170638EB T _T—~F
HK$17,063 million. The outstanding value of our ongoing projects asat + - A=+ —BRMERBEENAZTKEEDL A
31 December 2016 was approximately HK$10,525 million. The following 10,525 B &B 7T » R IR FIAEFEE F 1Dk
table sets forth the particulars of some of the sizeable construction and #tNAZAR —_E—XRE+-_A=+—BHEH#ET
maintenance projects for general building works and civil engineering HEH —RIEFIERRIARAIRBHABEERRE
works awarded and undertaken by us as a main contractor and remained  IEE F1E :

ongoing as at 31 December 2016:

Revenue
recognised
during the

Contract Original financial year

Project type Business segment Scope of works completion date contract sum 2016

RZB-AF

HBEE

BRER £S5k IRER BHREIAH FHIEE kA RN hE

(@pproximate (@pproximate

HK$'million) HK$'million)

(BwEgEr)  (BOaEETL)

Maintenance of properties managed by~ General building works ~ Alterations, additions, maintenance and March 2017 883.6 260.6

the Architectural Services Department ~ — maintenance project  repair of buildings and lands and e

RELEERNNFRARE —fREF TR —REER  propertiesin Tai Po, North District,

Qutlying Islands (North), Wong Tai Sin
and Sha Tin for which Architectural
Services Department (Property Services
Branch) is responsible
REZLZMFEHR) QAN LB
BE0L)  EALRYENET T
RMEETRR MR RER

BEIR
Kai Tak Development for Civil Civil engineering works  Reconstruction and upgrading July 2017 1,947.0 369.4
Engineering and Development TAIR of Kai Tak nullah ZEtELA
Department HERRERRYEIR
TATRARENMEERE
Management and maintenance of roads ~ Civil engineering works ~ Management and maintenance of public March 2018 550.0 1329
in Kowloon East for the Highways — maintenance projects  roads, including associated slopes, “E-)\#Z4
Department TARIE—REER highway structures, landscaping and
ERREEERRENERER minor improvement works, in Kowloon

East but excluding high speed roads
EEMBEENERNDLER (REAK
Boh) - BIEIEERE - AREEY -

RERCRMERHETR

e HEERREBERA A o




MANAGEMENT DISCUSSION AND ANALYSIS
B E R W S AT

Revenue
recognised
during the

Contract Original financial year

Project type Business segment Scope of works completion date contract sum 2016

RIB-XE

HREE

BERER £S5k IRER EHZIAM FHICE kR AR hE

(@pproximate (@pproximate

HK$'million) HK$'million)

(BwEgsn)  (BHEEEL)

Maintenance of properties managed by~ General building works ~ Maintenance, improvement and vacant flat March 2018 4322 1207

the Housing Authority — maintenance project  refurbishment for properties managed by ~ ZZE—-/\F=A

RREZEQERMNERMERE —REFIZ—REBEE  the Housing Authority at Wong Tai Sin,

Tsing i, Tsuen Wan and Islands
BRERZECERUNEAI 5K
ZERBENMERERE BER

TEEAHNTE
Home ownership scheme development  General building works — To build 3 blocks of around 30 storeys September 2018 1,297.0 116.4
of the Housing Authority —REFIR buildings, carpark and carport, and Z2-\ENA
FPEZREEELRER ancillary structures
HAR3EHNERET FESREER
MEEEY
Home ownership scheme development  General building works ~ To build 2 blocks of 27 storeys building October 2018 1,299.0 269.1
of the Housing Authority —REFIR and andillary structures ZE-NETA
FPEZREEEXRER HEmiE ERBTRMBRED
Contract with the Hospital Authority General building works  To carry out minor works for New Territories June 2019 7342 8.7
BERERRNAY —REFIE East and New Territories West Clusters ZE-NERA
RMARRARBERGAE TR
Kai Tak Development for Civil Civil engineering works  Infrastructure works for developments at September 2019 1,947.0*% 100.9%*
Engineering and Development TAIE the southern part of the former runway ~ —E—AE1A
Department RN AR ERIE
TARIRARENEEEETE
Public rental housing development o~ General building works o build 5 domestic blocks with 4,846 flats October 2019 3,047.0 785
the Housing Authority —REFIRE and ancillary buildings ZE-NETA
FEZEENERRIER FRS IR 6 HEUMEZRER
REREY
Maintenance of hydraulic and pumping ~ General building works ~ Maintenance, improvement and March 2020 2218 46.0
system and buildings managed by — maintenance project  refurbishment for hydraulic and ZE-TEZR
the Airport Authority —HBFIR—(RFEEE  pumping system and various buildings
ARSEERERNRENREAZAR managed by the Airport Authority
BFRARE BRGERRERNRENRAZAR
LEEFRERE HERBNIR
* In a form of joint operation in which the Company participates in 40% of the contract. * RAAEEBIR  AARFH 0% A -
*x The revenue recognised represented our shares of the contract. ** EERU SRR MIEIEZE NN E -
10 SFK Construction Holdings Limited Annual Report 2016




MANAGEMENT DISCUSSION AND ANALYSIS

B E TR A

Major projects completed in 2016

Completed projects refer to projects for which we have received the
completion certificates from the respective customers or terms of year of

“E-AETHRNEERIRA

EREBEHRMEEEEPKIITTIERAEHAL
FHCEMNIER - FA - AEBREREE S0 T

the contracts expired. Details of the major projects completed by the FKHIEEBEBAFIBNT :
Group as a main contractor during the Year are as follow:

Revenue
recognised
during the

Original financial year
Project type Business segment Scope of works Contract period contract sum 2016
RIB-RE
R&T BREE
ELEE i £BA8 IREE BRE BHLE il
(@pproximate (@pproximate
HK$'million) HK$'million)
(B4 (B4
BEAT) BEAT)
Ma On Shan line modification works ~ General building works  To madify the existing facilities of August 2012 to 620.0 55.6
for a local railway operator —RETIR the Ma On Shan line June 2016
TEREBENSRLENETIR BESRLENRER] “Z--F\AZ
ZE-RERA
Stonecutters Island sewage treatment  Civil engineering works ~ Construction of a main pumping station, February 2011 to 2,385.7* 260.6 **
works for Drainage Services TATE the extension of chemically enhanced July 2016
Department primary treatment tanks and “F—%Zf%
EHESMNTKEER the construction of other ancillary “E-RELEA
facilities at Stonecutters Island
sewage treatment works
Aot KRERRE— KL -
BR SR - fREnREREM
EJE
Provision of barrier-free access facilities ~ General building works — Construction of barrier-free access March 2013 to 3724 346
for highways structures managed — maintenance project facilities for highway structures September 2016
by Highways Department —REFIR—REEB  inWanchai District, Eastern “$-ZH£Zf%
RRREEENEREENMRHERER District, Southern District, ZE-ENA
RiERIE Yau Tsim Mong District and
Sham Shui Po District
REFE RE BE  hRER
RAKSRRERRELEY
AEERERERE
Expansion works for a theme park General building works () To build an attraction of the theme February 2015 to 437.0 288.1
TEARERIE —fREFIR park September 2016
@ ERIBLEERE —T-nE-fZ
T ENA
(b) To build a chiller plant 2 June 2015 to 148.1 84.5
b) BRAAEE? May 2016
ZZ-R5RAZ
ZZ-RF1A
(¢ Tohbuild a costuming building June 2015 to 109.0 49.1
(0 BREERE July 2016
ZZ-R5RAZ
ZE-RFLA
* In a form of joint operation in which the Company participates in 66.16% of the contract. * RAAEEBIN - AARHFHG66.16% & #n o
*x The revenue recognised represented our shares of the contract. o BEERY S ERMEIEZE NN E -
—E-RFH FREREREEBRA A 1



MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R W LT

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$1,908.27
million and HK$993.53 million (2015: HK$1,808.60 million and
HK$846.32 million), respectively, representing approximately 63.57% and
33.10% (2015: 66.16% and 30.96%), 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) and building information modelling
(BIM) services to Hong Kong customers in both the public and private
sectors. Revenue attributable to these other services amounted to
approximately 3.33% of the total revenue of the Group for the Year
(2015: 2.88%).

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

ﬁﬁf%%%ék@—%%?&i*zﬁ%% F

CREFRTIARIREBKED BIA1,908.27
E%@m&9%53§%mmb_§ FE :1,808.60
BEEITKS46.32BEET)  DAMEFRAEE L
W %5 4963.57% & 33.10% (ZZF —HF : 66.16% &
30.96%) °

FRN - B—REFTR I ARTIZERIN  BFIRREH
ﬁﬁﬁlﬁ% IE@?&HE%E@@%%F%&%AM#&%@
FPRUEFERWEEERY (WNERRERRELE R
BR7E) ML E NAER (BIM) ARTS o H A ARAS FE(E U as
HFEARNKREBBERZEH3IPBR(ZF— A F:
2.88%) °

MNREPEAEEDEL BAE TR TIREIIFE
e RREER

Original
Project type Business segment Scope of works Contract period  contract sum
HEER EBAH IREE Gl GHEE
(approximate
HK$'million)
(B4
BEBT)
Maintenance of properties managed ~ General building works Maintenance, improvement and vacant flat April 2017 to 246.7*
by the Housing Authority — maintenance project refurbishment for properties managed by March 2020
REEZESERMMERMERE —HREFIR—REER the Housing Authority in Tuen Mun and ZEtFmAZE
Yuen Long Z2-FE=A
REEZEERUNTEMRTHANNERMR
RE YEREEEMBNIRE
Maintenance of properties managed ~ General building works Alterations, additions, maintenance and April 2017 to 1,471.8
by the Architectural Services — maintenance project repair of buildings and lands and properties March 2021
Department —REFIE—REER in (i) Hong Kong Island Eastern and ZEtEMAZE
RELZEENNERERE Qutlaying Islands (South); (i) Hong Kong —E-—E=R
Island Western, Southern and Lantau Island
for which Architectural Services Department
(Property Services Branch) is responsible
REEE(WEEBR)AEN()EERERES
() ()BEER  AERAELDEF -
THRMEETRE N REREETIR
Contract with Civil Engineering and  Civil engineering To carry out maintenance works for piers March 2017 to 150.1*
Development Department — maintenance project RERGEETRELE March 2022
BIATRARENGH TARIRE—REER I
“ZC %R
* Gazette on 31 March 2017 * ZZE—tFZ A=+ —ARBRHE

12 SFK Construction Holdings Limited

Annual Report 2016



MANAGEMENT DISCUSSION AND ANALYSIS

BIRE S W LT

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 continuously accredited and re-accredited with
ISO9001, ISO14001, 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 1ISO9001, 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 34 to 73 of this annual report.

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.

EEgRA RMEBOFERNIEFERMM
REPERMREN LEERE mELIRESS
me AEECRY - EREREFRLBNERS
KFLZE2BRERRREZERE - BBE2ESYNE
B2 EEAER) BAEREF REH - g
REARE BRERBEHAE - TALEIORDE
B RIREMREREE -

N & B #FE I F X B F1S09001 « 1SO14001
ISO50001 % OHSAS18001 R - EE € HEZER
FBREABRMDABER  FEREFEAEE®D
Eh-fF BARBEZRLERRLERB
ISO9001 * 1ISO14001 X OHSAS18001 3R =& + Bl It F& 1
B RBHAASHARMEZE ML RPN RS
jj °

BERBZMRLZE mEMRBESFTRRRNESZH
B BR2HRFREMZIZENERE  HERER
HE (RS- dgREBRE]) °

BAMEEE -BEY SRS EETHRREBNTRE
CERREER  BRICERRREBCERNE -

ERNHMNTIIEEE 2ZEE  RARAETER
RERDERG  SHMATEAHERBRNER
FRARERA  WIRBEESERNEXERRIS

RERFEIEAA

HPESBEERROINEHAERE - LBRY
EBER - RPEAEENEOBRNZFERR K
EMEMRERIREEER - MRS BEOEEIT
EAREEGFEAREZBIA - FIRBMESRE
BENBERTEARAREGHELEER
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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm M AT

During the Year, the Group acquired Fujitac Construction & Engineering
Consultants Limited (“Fujitac”) and LB S Y EEE AR A (Foshan
Baode Building Management Limited*) from wholly-owned subsidiaries
of Sun Fook Kong Group Limited, our controlling shareholder, with a
view to expand its business of providing construction-related consultancy
services in Hong Kong and its housing management business into the
People’s Republic of China (the “PRC").

Subsequent to the end of the reporting period, Fujitac have been
awarded three consultancy term contracts with the Buildings Department
for the investigation of reports on building defects and unauthorised
building works in private properties and other related services.

The Group will continue to seek and consider suitable merger and
acquisition opportunities to enhance its capabilities in undertaking
different types of construction works and housing management works.
Should suitable opportunities arise, we intend to invest in, or form joint
ventures with, high-quality companies which possess the relevant licences
and expertise especially in the area of specialist works such as electrical
and mechanical works. In selecting and assessing potential merger and
acquisition opportunities, we will consider a variety of factors relating to
the target companies, such as their compatibility with our business and
future development plans, track record, capability of management and
technical staff, market share, goodwill and cost management.

FINANCIAL REVIEW

Our revenue increased by approximately HK$268.45 million, or
approximately 9.82%, from HK$2,733.57 million for 2015 to
HK$3,002.02 million for 2016. The increase in our revenue was mainly
the combined effect of the increase in general building business of
HK$99.67 million and the increase in civil engineering business of
HK$147.21 million.

Revenue from general building business increased by approximately
HK$99.67 million, or approximately 5.51%, from HK$1,808.60 million
for 2015 to HK$1,908.27 million for 2016. The increase was primarily
due to inclusion of certain new general building contracts, including
construction of a park development in Kowloon West and the
construction of a home ownership scheme development and a public
rental housing 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 another home ownership scheme development for the
Hong Kong Housing Authority. This was partly offset by the decrease in
revenue between years due to the completion of certain general building
contracts, including Ma On Shan line modification works for a local
railway operator.

* For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm M oA

Revenue from civil engineering business increased by approximately
HK$147.21 million, or approximately 17.39%, from HK$846.32 million
2015 to HK$993.53 million for 2016. The increase was primarily due to
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.

Revenue from other services (which mainly comprised housing
management services and building information modelling (BIM) services)
for 2016 amounted to HK$100.22 million (2015: HK$78.65 million),
representing 3.33% (2015: 2.88%) of the total revenue of the Group.

Our business remained to be primarily focusing in the Hong Kong market
during the Year.

Our overall gross profit increased by approximately HK$29.19 million, or
approximately 17.45%, from HK$167.30 million for 2015 to HK$196.49
million for 2016. 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 2016 amounted to 6.55%, which was about in
line compared to that of 6.12% for 2015.

Our other revenue for 2016 amounted to HK$0.26 million, which was
about in line compared to that of HK$0.47 million for 2015. Other
revenue mainly consisted of interest income.

Our other net loss for 2016 was nil. Our other net loss for 2015 was
mainly attributed to the net effect of (i) gain on disposal of plant and
equipment; (ii) foreign exchange loss; and (iii) gain on de-registration of a
subsidiary.

Administrative expenses mainly consisted of staff costs and rental charges.
Our administrative expenses for 2016 amounted to HK$67.00 million,
compared to that of HK$72.10 million for 2015. The decrease was mainly
explained by the fact that there was no listing expense incurred in the
year 2016, whereas there were HK$11.46 million listing expenses
incurred and charged to administrative expenses in the year 2015.

Our finance costs for 2016 amounted to HK$3.01 million, compared to
that of HK$2.27 million for 2015. The increase was primarily associated
with the increase in bank interest expenses arising from the increase in
average bank loan balances.

ITARIBEBRHUGZHE T —RHFMNS46.325EE
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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm M AT

Our income tax for 2016 amounted to HK$21.57 million, compared to
that of HK$16.71 million for 2015. The effective tax rate for 2016 was
16.89%, compared to that of 18.76% for the 2015.

Our effective tax rate for 2016 was relatively in line with the standard tax
rates of the respective jurisdictions. The relatively higher effective tax rate
for 2015 was mainly due to the inclusion of a HK$11.46 million non-
deductible listing expenses. Excluding this one-off item from the profit
before income tax, our effective tax rate for 2015 would be 16.62%,
which was about in line with that for 2016.

Based on the above factors, profit attributable to the equity shareholders
of the Company increased by approximately HK$34.01 million, or
approximately 47.26%, from HK$71.96 million for 2015 to HK$105.97
million for 2016.

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:

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.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm M oA

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.

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.

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.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm M AT

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”).

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.

KPIs
IRRBER

Gross profit margin

=6.55% (2015: 6.12%)
EFI%

=6.55% (ZF—H%F : 6.12%)

Strategy
RHE

Maximise value for the
Shareholders
BRFEERAEEB

Return on equity
=23.46% (2015: 14.94%)
&% 7S B 3R =
=23.46% (ZZ—A%F : 14.94%)

Improve the Group'’s liquidity
HWEAEBRBESR

Net cash from operating activities
= HK$123.77 million
(2015: net cash used in
operating activities
HK$217.71 million)
CEREEEMIE ST
=123.77A8HT
(ZZE—hF : LEEHFTAD
WE&FEE217.71888T)

Cash and bank balances (excluding
pledged deposits)
= HK$215.83 million
(2015: HK$297.27 million)

Be MRTTHES(PRESEREFH)
=215.83B BB T
(ZZ—RF :29727EBHT)
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Performance

3]

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.

AEERFABRIRHIRAL A RIS E ERE

B e 15 AR AR 2 AR

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.

AEERREREZEERDESTFTRNERZHAR

BEROBE  BREFTRRSHER T ESRKE
MARERLESHEE  UENEHLRRPRDESR
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MANAGEMENT DISCUSSION AND ANALYSIS

B E TR A

Strategy KPIs
K FTERRER
Strive for the “zero harm” Accident rate
safety goal = 8.22 per 1,000 workers
HOEN [EEE]| 22 HE (2015: 9.1 per 1,000 workers)
BONEHIE

=BTL£IA822
(ZZ2—RF :8FTHITAD)

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.

Performance

RE

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 rates remain
low and are significantly lower than the construction
industry average, of which the industry average for
2015 was 39.10 per 1,000 workers according to the
Labour Department of Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS
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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.

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 2016, the Group has 1,942 employees in Hong Kong, Macau
and the PRC of which 1,801 were full-time employees and 141 were
part-time employees. 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
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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 (iii) 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 laws, we
have established an environmental management system in accordance
with ISO14001:2004 international standards and were awarded
ISO14001 certification in 2006. The Group has assigned separate
resources to update its environment management system and maintain
its ISO14001 certification in order to reduce its risks related to
environmental issues. The Group promotes environment-friendly
construction worksites and install 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 all construction sites.

The Group had a low number of environmental-related non-compliance
incidents. In 2015, there was no incident of non-compliance with
environmental laws and regulations. In 2016, there was only one count
of 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.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Year, the Group was fined for a total sum of HK$98,000 in
respect of 8 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 a fatal accident in June
2011.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Sun Fook Kong Construction Limited (“SFK Construction”), a wholly-
owned subsidiary of the Company voluntarily suspended from tendering
for public works contracts under the “Building” category for a period of
two months from November 2016 to January 2017 and was fined for a
sum of HK$15,000 for 1 summons in January 2017 for violation of certain
regulations under the FIU Ordinance relating to a fatal accident occurred
in March 2014. This voluntary suspension was uplifted.

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 2016, the capital structure of the Group consisted of
equity of HK$451.74 million (2015: HK$481.79 million) and bank
borrowings of HK$100.73 million as more particularly described in the
paragraph headed “Borrowings” below (2015: HK$155.00 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 2016, our cash and cash equivalents
were HK$215.83 million (2015: HK$297.27 million).

As at 31 December 2016, the current ratio of the Group was 1.47 (2015:
1.44).

Our principal uses of cash have been, and are expected to continue to be,
operational costs.

22 SFK Construction Holdings Limited
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As at 31 December 2016, the Group had total bank borrowings of
approximately HK$100.73 million (2015: HK$155.00 million). The Group
also had approximately HK$1,120 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
fulfilment 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 2016, the Group’s gearing ratio was 22.30% (2015:
32.17%), 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 2016, the Group had net current assets of HK$424.47
million (2015: HK$456.66 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.

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$10.67 million (2015: HK$7.26 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 and Renminbi.
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.
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MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES,
AND PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

Save as disclosed in the above section headed “Recent Development”
and note 13(a) to the consolidated financial statements, 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 2016.

SIGNIFICANT INVESTMENTS HELD

Except for investments in the subsidiaries, joint ventures 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.

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the listing (the “Listing”) of the shares of the
Company (the “Shares”) on the main board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 10 December 2015 (the
“Listing Date”) amounted to approximately HK$102 million (the “IPO
Proceeds”). The Company has used part of the net proceeds in the same
manner and proportion as set out in the section headed “Future Plans
and Use of Proceeds” in the Prospectus. On 24 March 2017, the Board
resolved to change the use of the unutilised IPO Proceeds (the “Proposed
Change”). The below table sets out the proposed applications of the IPO
Proceeds in accordance with the Prospectus, the actual usage up to date
of this annual report and the proposed change of the unutilised IPO
Proceeds:

Proposed application
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of the IPO Proceeds
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with the Prospectus
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Working capital requirements and other general &4 & F kR EMm—K A7
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Actual usage up IPO Proceeds
to the date of this The unutilised following the
annual report IPO Proceeds Proposed Change
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The Board considers that the Proposed Change is in the best interest of
the Group and the shareholders of the Company as a whole. The
Proposed Change will allow the Group to deploy more financial resources
on its principle business and enable the Group to be better equipped in
the provision of construction and maintenance services. For more details
of the Proposed Change, please refer to the announcement of the
Company dated 24 March 2017.

CONTINGENT LIABILITIES

Save as disclosed in note 22 to the consolidated financial statements, the
Group had no other contingent liabilities as at 31 December 2016.

PLEDGE OF ASSETS

At 31 December 2016, the Group had deposits, amounting to HK$19.94
million (2015: HK$19.86 million), and assignment of project proceeds
from certain construction contracts of the Group, the Group’s joint
operations 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 2016, our Group did not have any capital
commitments.

FUTURE PROSPECTS

Despite the ongoing turbulence in the global economic 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.
Meanwhile, the Board is now exploring a new business of providing
housing management services and construction management services to
property developers in the PRC.
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EEETHEEREBREER

Park development in Kowloon
West

AARRAEZERER

Infrastructure works for
developments at the southern
part of the former runway

Al B 58 7 [ M) B R AR e B R
I

26 SFK Construction Holdings Limited Annual Report 2016




MANAGEMENT DISCUSSION AND ANALYSIS
B E R W S AT

CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EEETHEEREBREER

Home ownership scheme
development of the Housing
Authority at Choi Hing Road

URFEBENEEZEGHE
EERE

Home ownership scheme
development of the Housing
Authority at Sheung Lok
Street
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EEETHEEREBREER

Public rental housing
development of the Housing
Authority at Fo Tan

R ARNEEZSGNRE
HRIAAR

Contract with the Hospital
Authority to carry out minor
works for Hong Kong East
and West Cluster
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
EEETHEEREBREER

Main Contract for Residential
Development at Terreno Junto
a Estrada De Governador
Albano De Oliveira, Parcela 1,
Macau
RPN S B8 2
T (M3 1) HEEERIER
FEH

Main Contract for Residential
Development at Terreno Junto
a Estrada De Governador
Albano De Oliveira, Parcela 1,
Macau — Internal Fitting
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MAJOR PROJECTS COMPLETED IN 2016
—E-ARERHNEEEE

Stonecutters Island sewage
treatment works for Drainage
Services Department

RIGE DN 57K B IR B

Gloucester Road & +#7:8 O’Brien Road 1o/ # 38

Provision of barrier-free access facilities for highways structures managed by Highways Department

REEBEEE B BEYIREESERERIE
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MAJOR PROJECTS COMPLETED IN 2016
—E-AEERNERERH

Ma On Shan line modification works for a local railway operator
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PRC PROPERTY CONSULTANCY AND MANAGEMENT PROJECTS
TEYEEEAREEREER

The Paramount, Guangzhou

BN SiEIE

RN
Chengdu Qing Cheng ® Gen B N
Yuan Development, Chengdu N
BRER B L » 1REITE B
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PRC PROPERTY CONSULTANCY AND MANAGEMENT PROJECTS
TEYEEEAREEREER

Foshan Sun Fook Kong
Guang Chang Development,
Foshan

U EESRE

*  Development rendering

La Baie Palais, Heshan

BB ILREEIR R
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SFK staff and their family members participated in the “Hong Kong Disneyland 10K Weekend".
Mt B I RERBLN [ BB BT EL4E 10K Weekend | °

CHAPTER 1 ABOUT THIS REPORT EF—E BRARE

1.1 Introduction 1.1 #5
SFK Construction Holdings Limited and its subsidiaries (collectively MEBEREEARA G RAMB LR (5E
“SFK" or the “Group”) are committed to our role as a responsible [l sk [AREE DB OREAERMERA
corporate citizen. We invest in the community and work towards BEECEARNAG - HARARLRR - RIFE
building positive relations with our stakeholders by virtue of AE - BUERMOBOERIEROER -
transparency. We care deeply about the community around us and BURDEFARNOHE - SHEEBELE -
strive to give back to society in an effort to make our world a better IR REREIERE RIFHHR o

place for future generations.

As the contractor for numerous large-scale developments, caring VERHF2 KA ITEE EAER  BTER
for the environment and safety for our staff are our major concerns. REZ2ERMBINEE -BRTEBREEH
In addition to carrying out our construction projects diligently and RZZEIEE - BT ASOREE T8 B A
professionally, we strive to minimise environmental pollution and M YA RIER IR IR 5 R A48 - RIS 3 qf
nuisance caused to the public in the vicinity of our project sites. On- BRI EIE R EIE - DUREE TEA BFIT AR
site management is also strictly monitored, to ensure the utmost ool

well-being of our staff and passersby.

We are proud to say that our continued efforts have been BERMEINEBENR  BANKESHERT
recognised by various government departments and organisations FETE P MR RA  BERF g S
through social responsibility awards throughout continuous years. R - MEBENERIBEF A HESEE
SFK gives support to various non-profit making organisations ERALE - RMERL2REZ T BRASE
through sponsorships and donations. We are regular participants in BEBRPBEHBERNE -

charity events and we made contribution to the under-privileged via
various organisations.

Life is a long lesson in humanity, and via our continual commitment ANER—HRBET  SREAETHEREMS
to the society, SFK strives towards a better life, a better future. KRGS - BN BIER M AETEFARIER
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Our staff joined the blood
donation held by Hong Kong
Red Cross.

BHMPEI2MEEA+FER
HHEVBRIMIE B

We participated the most in e BE .o, sl BEE T 1 W
the “Walk For Your Heart
2016" event.

AR [[BITE TR
2016 B S fE R S o

SFK won the Hong Kong Star
Brand Award for five
consecutive years.

HBEEBENFRSETEER
Anhg o
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We organised Japanese
Ikebana floral arrangement
workshop for our staff.

HPIRE T B A/ NRIRIE
I -

SFK volunteer team members
received their letter of
appreciation and badges.

#iaeE TR B KA FIR
B (s R EE -

SFK organised various
community social work
activities with social welfare
organisations.

#iiae Eit 2R A EE —RA
BEEHRAREE -
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1.2

1.3

Report Compilation Basis

This report is prepared with reference to 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 is derived from the results of internal statistics and analysis of
the Group's internal management systems.

Scope of Reporting

This is our first annual ESG report, it describes the initiatives of the
Group and its progress with regard to ESG issues for the period
from 1 January 2016 to 31 December 2016.

Head office and the construction sites of the following entities were
chosen for inclusion in this ESG Report because of their significant
contributions to the Group, thus making them ideal representatives
of the Group’s construction business and operations:

Sun Fook Kong Construction Limited

Sun Fook Kong (Civil) Limited

Chit Cheung Construction Company Limited
CEC-CCC Joint Venture

1.2

1.3
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We strive to give back to society in an effort to make our world a better place for future generations.
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SFK was granted the merit
award in the 22" Considerate
Contractors Site Award
Scheme (the “Award
Scheme”), which was jointly
organised by the
Development Bureau and the
Construction Industry
Council.
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Our employees were granted
“Model Worker Award” and
“Model Frontline Supervisor
Award” in the Award Scheme.
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We have waste management plans for each project.
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Sheginee:

We organise the “Sun Fook Kong Safety and Environmental Awards Scheme” each year to enhance safety awareness
among staff and subcontractors and to promote occupational safety and health.

BMEFES FRELE2RARERHE ] EERSEIND BN R BRNEBLRNEE -

Seminars were arranged for our staff from time to time.

TR/ E TR o
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Contract Contract Contract
Entities Project Client Commencement  Completion* Sum
ER R EF BRRA BRI CEokA:
(HK$)
(E7)
Sun Fook Kong Term Contract for Design and Hospital Authority March 2013 February 2017 247.6 million
Construction Limited Construction of Minor Works for  BRER R —Z-=F=R —T—+tF_R 276E8
NRELERRRA Provision of Barrier Free Access
Facilities in Premises Managed by
Hospital Authority
Rtk TR ARREER
EENMERHERRBEREN
EHEH
Sun Fook Kong Contract No. TC B942 Architectural Services ~ April 2014 March 2017 453.1 million
Construction Limited Term Contract for the Alterations, ~ Department “E—-EMmA “T—+5=R 4531HE8
HEEREERAT Additions, Maintenance and Repair Z£E
of Buildings and Lands and Other
Properties for which the
Architectural Services Department
(Property Services Branch) is
Responsible for HKSAR (Designated
Contract Area of Wong Tai Sin and
Sha Tin)
BHEF - TC 942
REEE(NEERR) NEERE
BEMREY  HHRHEMYE
ETHE MR RERAEIR
NEHAL (ARETER : &AL
Kb H)
Sun Fook Kong Contract No. TC B952 Architectural Services  April 2014 March 2017 430.5 million
Construction Limited Term Contract for the Alterations, ~ Department —Z-MFEMA “Z—+F=R 430588
MEARERARAR Additions, Maintenance and Repair Z£E
of Buildings and Lands and Other
Properties for which the

Architectural Services Department
(Properties Services Branch) is
Responsible for HKSAR (Designated
Contract Area of Tai Po, North
District and Outlying Islands (North)

B HIRSE  TCBIS2
REEZE(MEEBR)NEERRE
BEMREY  THREMYE
ETHE R RERAETIR
NESHEL (BOEER : KE -
ItE - ES ()
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Contract Contract Contract
Entities Project Client Commencement  Completion* Sum
BR HE EF BRRR BRI CEokA
(HKS)
(B7)
Chit Cheung Construction ~ Contract No. KL/2011/01 Civil Engineering & January 2013 July 2017 1,947 million
Company Limited Kai Tak Development — Development “E-=F—f S 194788
BEREERAT Reconstruction and Upgrading of ~ Department
Kai Tak Nullah TRIBHEE
BHEF, - KU2011/01
MEERTE — MERE
BRREELR
Sun Fook Kong (Civil) Contract No. 08/HY/2013 Highways April 2014 March 2018 550 million
Limited Highways Department Term Department “Z-MEMA —Z-\F=A 55058
FEA (LK) BRAR Contract (Management and BHE
Maintenance of Roads in Kowloon
East excluding High Speed Roads
2014-2018)
A& - 08/HY/2013
REETHAN (NLERER
(REREIIN 2 ERRRE
2014-2018)
Sun Fook Kong Contract No. 20149299 Hong Kong Housing  April 2015 March 2018 432.8 million
Construction Limited District Term Contract for The Authority —Z-HF0NA —Z-\F=R 4328HE
HREEEERAT Maintenance, Improvementand ~ BEREEZEE
Vacant Flat Refurbishment for
Properties Managed by Property
Service Administration Unit/Wong
Tai Sin, Tsing Yi, Tsuen Wan and
Islands (2) 2015/2018
AR - 20149299
201522018 FEEAN - FX
ZERBE(MEEERE M) —
RE - HEREEELBHIEN
PREHEH(Z)
Sun Fook Kong Contract No.20150248 Hong Kong April 2016 September 2018 1,297 million
Construction Limited Construction of Home Ownership  Housing Authority ~ —Z—/XF M A “E-\FAA 129788
NRELERRAA Scheme Development EEFE%Z88
at Choi Hing Road
BHET : 20150248
VEREERRARETR
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Entities

HE

Sun Fook Kong
Construction Limited
FRAEEARAR

Sun Fook Kong
Construction Limited
FRALSEERAA

Sun Fook Kong
Construction Limited
FRBEEARAR

CEC-CCC Joint Venture

AT —#ERsl e

Project Client

5H EF

Contract No. 20140269 Hong Kong
Construction of Home Ownership  Housing Authority
Scheme Development EEFE%ZEE

at Sheung Lok Street, Homantin
BHIEE - 20140269

X ERELEERE R EIRE

IR

West Kowloon
CC/2016/3B/045 Cultural District
Main Contract for the Park West Authority
Kowloon Cultural District Authority FIA({EBEHE B

B HERS: : CC/2016/3B/045
ANXLEERRNANAE
FRETREH

Contract No.

Contract No. TC D973
Term Contract for the Design and
Construction of Minor Works to
Government and Subvented
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)

BHISE - TCDI73
REEZERNEBRATHREBN
B EM BRI REBRIEL
NN TIEITRAT RSN T
BR(BREER - AR

Architectural Services
Department

BEE

BES0t)

Contract No. KL/2014/01 Civil Engineering &
Kai Tak Development — Stage 2 Development
Infrastructure Works for Department

Developments at the Southern Part TR T2AEE
of the Former Runway

BHEF, - KU2014/01
BERRENE —AREEE
RRIBANE 2 HERRHRTR

Contract Contract Contract
Commencement  Completion* Sum
BRRA BRI CEokA:

(HK$)

(E7)
February 2015 October 2018 1,299 million
“Z-1%-F —E-)\f1A 12988
July 2016 December 2018 1,140 million
“ERFER ZEN\FtC 114068

A
August 2015 February 2019 585.1 million
—Z-14/1\A “T-NFZR 585.1 B &
November 2015 September 2019 1,947 million
“T-RF+-A ZZ-NENA 194758
MEREEREBARRAA 43
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Contract Contract Contract
Entities Project Client Commencement  Completion* Sum
1 EH EF BRRR BRI CEokA
(HK$)
(E7)
Sun Fook Kong Contract No.: HA-TMC-027 Hospital Authority July 2016 June 2019 734.2 million
Construction Limited Hospital Authority Term Contract B EERB ZE-RELA ZZ-NERA 734258
HRBLERRAA for Minor Works 2016 for New
Territories East and New Territories
West Clusters
BREF, - HATMC-027
BiiERREHAH —2016FE
MARARRE S TR
Sun Fook Kong Hong Kong International Airport Hong Kong February 2015 March 2020 151.2 million
Construction Limited Term Contract M297-4 International Airport —E—RF A “Z-FF=R 151288
NRAEEERAR Maintenance, Improvementand ~ &S BB 45
Refurbishment Works for Buildings
BRERESTEHEIM297-4
BFRE  WERBH IR
* Contract completion is updated as at 31 December 2016 * AHTEREREHE_T—R"F+_A=+—H

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 in Hong Kong dollars unless otherwise specified.
Employees of contractors and subcontractors for whom we have no
direct responsibility are not included as part of our workforce.

A detailed ESG content index has been included at the back of this
report to aid the reader and facilitate greater transparency.
Additional ESG performance information including financial data
and corporate governance information can be found in the annual
report for the year ended 31 December 2016 of the Group to
which this report forms part.

This ESG report section has been approved by the senior
management team of the Group. We would like to extend our
deepest thanks to all those who contributed to this report and to
our strong ESG performance.

SFK Construction Holdings Limited

BB E BT TR B AR fE Bl ST # AT -
205 = RS BEIRAE B #9150 14064 © FT B &
BB UNREEELRY - BRIESEEHE - AT
BB EIL RS - BPIHEAEE RS
BENEBREEEET  FEITERRM
K8 T -

FHENIRE  HEREARRRSIEHMR AR
FRE ATREEZ2HLRESERE - i
B g hEARREM (BRYBHER
EEEREM AIRAFEBREFR 202
AEEHE—T-—R"EFt_A=1t—HLFE
ZFRTER -

AEENSREEEEFCERLNRE - HE
RERRE - WU AMEH AR HRE REM
MEFRE  HEREARBFHERMNAL
REMREH -
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CHAPTER 2 SOCIAL RESPONSIBILITY MANAGEMENT

While SFK is dedicated to provide clients with high quality construction
works; it also strives to take corporate social responsibility which is
integrated into our daily decisions and business operations so as to make
contribution for a sustainable society.

We are committed to:

1. Considering the impacts on stakeholders, society, economy and the
environmental decision-making process;

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

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

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

5. 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;

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

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

8. 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 Policy.

E_EHEEAEER
FRERNAEFRUEERETRN RS TER
fI89 BB RE R EBLEBRPAUAL N AR
EMERT  HTATHELEIFHER -

BAZEAR

1. EEERNE HE - EEKRRRREFH
% X

2. Z2HEBFTERMEEMEER thENEEMK
MEEENHAREERBERES

3. RENUEBATHRINESEFLERETER
KRBT REBBHET

4. BREBERAATHER  ZEFRETRE BEL
M \TEIRSS B AR

5. AEEARESZEERBERABE2EE - ZH]
ZERENRE  BREEBEIMIFEAL
(BRAR)NRERER

6. BEREMRF G BH#E - RELEHRRSRER
HEEEMAIE

7. EHBHRMAHCELSEERE  BRSE
BE RS B IE AR IR E IR
R

8. MEREEENRMNCEXEERMERER M
THREETEBNER SOBBI AT
AREREM > LRFAREMZLEE
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CHAPTER 3 STAKEHOLDER ENGAGEMENT AND
MATERIALITY ANALYSIS

As a group that mainly engages in construction business, we are aware
that our operations have a direct impact on the society. Therefore, we
need to keep up to date with stakeholders’ concerns and their
expectations from us. Throughout 2016, we have used various channels
to communicate with stakeholders. Subcontractors at sites are invited to
attend regular meetings to share views including environmental, health
and safety management. In addition, employee engagement is an
important channel for deciding our human resources direction, policies,
and practices.

Among these channels, our main form of communication for all
stakeholders regarding sustainability is our ESG Report. To make sure our
ESG Report addresses their concerns, we have run specialised stakeholder
engagement exercises to identify their key concerns by making reference
to the ESG Reporting Guide, and the latest one was conducted from
August to October 2016. Target key internal and external stakeholders
included the management staff, employees, clients, sub-contractors,
suppliers and service providers. Key stakeholders were asked to rank the
11 ESG Reporting Aspects as specified under the ESG Reporting Guide
(each the “Aspect”) according to their importance to the Group and their
stakeholder groups. Summary rankings from both the stakeholder
engagement and peer group benchmarking were compiled to determine
the importance of the particular Aspect. A materiality matrix was
prepared by translating the results from the stakeholder engagement into
coordinates on the Y — axis and X-axis. The material Aspects for
reporting were then identified by Aspects appearing on the top-right
hand corner of the materiality matrix.

46 SFK Construction Holdings Limited
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Materiality Matrix E E M55 E
Internal Assessment 938574
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<
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Aspect Em
Al Emissions Al BER)
A2 Use of Resources A2 BRERA
A3 The Environment and Natural Resources A3 BIERARARER
B1 Employment B1 1EfE
B2 Health and Safety B2 fRERE S
B3 Development and Training B3 R KE
B4 Labour Standards B4 45 TAR

BS Supply Chain Management
B6 Product Responsibility

B7 Auti-corruption

B8 Community investment

According to our materiality analysis from the results of stakeholder
engagement, among various Aspects, Health and Safety and Product
Responsibility are identified as the most significant material Aspects to the
Group’s business and our stakeholders. Other Aspects like Employment,
Labour Standards, Supply Chain Management and Anti-corruption are
identified as significant material Aspects.

In this report, we will report on the material Aspects identified by that
exercise and demonstrate how we manage the significant material
Aspects like Health and Safety and Product Responsibility to respond to
the needs and expectations from our stakeholders.

For more information about these material Aspects, please refer to the
“The Stock Exchange ESG Reporting Guide Content Index Table” in
Appendix 1 of this report.

B5 HiEsRE R
B6 EREE
B7 REB

B8 HEKRE

REBHAESOHE2ENBERETHEZUE DN
EEEEY RREXEZREMETIEERSHAE
BEBEBNEREANEEZER - EBE B TE
- fERERENREBSEMEIRRRERN
E2ER -

ABEPR > BB REAEENERBE LI AR
MERRFREZE2NEREESEAEREENS
% AR D E TR RIER -

FRZEEEEENFE  F2HARSHER— [k
KRS g RERBRERIINTREIR] -
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CHAPTER 4 OVERVIEW OF ESG PERFORMANCE FOERE  HERELARAME

The following programmes are set for 2016 to match with the direction TRDHIEN T —NE:1E > NEREFERTH
of social responsibility set by the Group. HEBEEFHITE -

Policy/Legal
Subject Areas Aspects compliance  Programmes highlights
Jipza 1 B BE /&8 HERE
Environment Emissions v Project Environmental Policy to minimise
IR HE construction and demolition waste
RERVBERFBEYNIABREBRR
Use of Resources v ISO 50001 Energy Management System
EREA implementation
F IS0 50001 REIRE R 88 &
The Environment and v Waste Management Plan of each project
Natural Resources HEEE R EDE RS
RERRRER
Social — Employment and Employment v Sponsorship from the Group for staff
Labour Practices Ei% activities organised by our administration
HE —EEREIESR department
AEEEMBMTRAEMRE T LS
Health and Safety v Safety budget of not less than 0.25% of the
R e contract sum of each project
BEEENZE2EETNIRNEHNEHE
#70.25%
Development and Training v Staff tuition/examination allowance
EEY T BTIZ28 E5EM
Labour Standards v/ in accordance with the Hong Kong
AA T AER Employment Ordinance (Cap. 57 of the
Laws of Hong Kong)
RBREBEEGRO (FEEPES7TE)
Social — Operating Practices  Supply Chain Management v Requirements on suppliers to support the
g — LEED HEsEE IR purchase of energy-efficient products and
services and design for energy
performance improvement
HHERIR L B B R E m MRS
UA R BB TTRE AR AT 23R
Product Responsibility v ISO 9001 Quality Management System
EmAE implementation
EHEISO 9001 EEERER
Anti-corruption v Code of Business Conduct
RER [HESE 5SSl
Social — Community Community Investment v co-organised various volunteer activities

e —HE

a8

HERE

SFK Construction Holdings Limited

with NGOs
BSFRTHESH S BNERESRELY
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CHAPTER 5 ENVIRONMENT

5.1

Emission Control Management

By adhering to the principle of maintaining a balance between
environmental protection and construction operation, the Group is
committed to the following emission control measures relating to
air emissions, greenhouse gas emissions, waste water and land
discharges, and generation of hazardous and non-hazardous
wastes:

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

> Comply with relevant environmental legislation and
contractual environmental requirements;

> Obtain and renew necessary environmental-related licences,
permits and registrations for our work and services related to
air emissions, water and land discharges, and generation of
hazardous and non-hazardous wastes;

> Reduction of water discharge and treatment of wastewater
before discharge; and

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

For air emission control, the Group has adopted canvas to cover the
soils at the construction sites to prevent dust emission. Meanwhile,
the use of new mobile machines and equipments such as crawler
cranes, excavators and air compressors by the Group has complied
with the emission standards of Stage IIA of the European Union (EU)
or the equivalent whilst it is our policy that the purchase of newly
registered road vehicles shall comply with the prevailing emission
standard which is Euro V.

FRERE
5.1 BFRIZEHIER

AEERBERREZRLZEFERENR
Al BMOAORBEA T HRIEGIERE - EIEE
RoOBERE  BKBERRTMOES  BE
NEEBERYMEL

> REREBRREETE(BEAEREHNK
EIE) WREHIRBENTE |

I3

STAEBEREARNA KR ARERE
E

Kl

> BERMANITEERRBREREARIRE
MHERER - FAERER  BREER
BER C ORERBIEN - BKBER R L
MBS BEREERERVNES

> RURREEKEERE R B AT 1T BE KB
B Rk

> REFRBHEIR AEMISRREEE - B
WEIE R A RERE -

PERSUESIN S - ARECRANMER
ETHZHLIE - TIEMEYN - Rl A%
EFE AN ESRER  ZEE R ERELRE
BERB BB EREONT A BB AR BHPR
SHE o LS EREEMERABIEE® - B
MBR AN ARITRBE DB -
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2016 Annual Emission Data From Vehicles

Pollutant SR Nitrogen oxides

E= R (]

(NOx)

(NOx)

g = 2,657,040

Total Greenhouse Gas Emissions in 2016
Emission HHE Scope 1
HE1
Carbon dioxide &bk E £ (M)

equivalence (tonnes) 3,779

Note: scope 1 includes mobile combustion emissions; scope 2 includes energy indirect
emissions; scope 3 includes electricity used for sewage processing and business
air travel by employees. Such emission amount is insignificant and is neglected
in calculation.

As for hazardous wastes, all project sites follow the requirements
under the Waste Disposal Ordinance (Cap. 354 of the Laws of Hong
Kong) and related regulations to identify and classify the hazardous
wastes, establish designated storage area and appoint responsible
staff to manage. Local licensed recycle companies are engaged to
handle hazardous waste delivery, processing and disposal. For
waste reduction initiatives, the Group’s Project Environmental Policy
stipulates that all project sites shall minimise construction and
demolition waste. In September 2016, the Group expressed the
interest to deliver construction waste to sorting and recycling
facilities located in Ecopark, Tuen Mun. We hope this measure, if
and when implemented, could ease the pressure on landfill space
and bring benefits to the environment.

SFK Construction Holdings Limited

SE-AFERNSFHEREE

Sulphur oxides Particulate matters
=R k)

(SOx) (PM)

(SOx) (PM)

22,910 216,524

CE-AFRERBERMEE

Intensity
(tonnes per
HK$'million

project turnover
payment)

RE (W SE8
BEE BAE
gE2 e £5)

Scope 2 Total

5,825 9,604 6.7

Ffit G SIEBBIMGEHE 2 SIEARRIE AL
W 38455k A E R B B BB - %
SHRBHTEA - ARG H D28 -

MBEEEYNS  FAEER MR EEEYRE
BEGROI(BREDIE354T) BT 2 R0 R BEE
RO WEZEMETEN RS - RILEE
FHRIZEFEEABERE - ZEAMFEE
WRRIGEAEEMNERX RENGE - B
REWRIHERE  ARENIEREBRBBRR
EMEHBMBYREER D EERITERE
WeM_T-—RENA  AEEXRTEERZE
EEMERUAEMIRRENSBLBREE
it o BAIH B UL BN E e A AR AR H S
ZRMNEN  BERE
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5.2

Total Waste Produced in 2016

Waste &)

Tonnes i
Intensity (tonnes per HK$'million =mEM,/ e85 TER
project turnover payment) BAEEEE)

Note: hazardous waste is defined as chemical waste (Cap. 354C of the Laws of Hong
Kong), clinical waste (Cap. 354, Cap. 3540 of the Laws of Hong Kong, and
various pieces of additional legislation) and hazardous chemical (Cap. 595 of
the Laws of Hong Kong)

As at December 31, 2016, the Group was in compliance with the
applicable local rules and regulations relating to air emissions,
greenhouse gas emissions, water and land discharges, and
generation of hazardous and non-hazardous wastes in all material
respects.

Effective Use of Resources

The Group's resources usage management strategy in energy,
water and raw materials is to provide adequate resources to
implement, maintain and improve the environmental management
system and energy management system according to 1SO 14001
and ISO 50001 respectively.

In energy strategy, the Group commits to continual improvement in
energy performance; compliance with all applicable legal and other
requirements; supporting the purchase of energy-efficient products
and services, and designing for energy performance improvement.

Head office and project sites are encouraged to follow the
recommendations made by the Energy Efficiency Office as
established by Electrical and Mechanical Services Department and
other related authorities on energy saving practices in air
conditioning, lighting, computer, photocopier and printers, diesel
and electricity.

5.2

—E-AFENAELER

Hazardous waste Non-hazardous waste

BEEY BERY
45.11 270,172.7
0.031 188.38

Wit . AEBYEIERCBEY (FEEGIFI54CE)
BREY (BB A% 354 % « %3540 & R TAM N
ED)) RERC R R (BEEGIFE595%) -

RIB-—RE+-A=+—H xEBEEFREF
ERTEETEANE N AREREN AR
RABHN - B R LHHEES - BENREEE
EMNELNHRRNRAG]

=EAER
AEBEER  KEEMETENERERE
EREERETZHEIR - ZI1SO 14001 & ISO
50001 B - #3FRMERREEERNER
EIRRER o

FRERRBE I E  AEERNORIGERZH
M BTREEREZEREMEAE  XHBE

Yada N

BTREEE dh RRTS ¢ WA IR THBE ANV R AT

BBV ERE NIA B RB TR E TRERR
PR IZBETR e 5 R MR M EL b A B BRI
= IRED - B REIMERATENM - Sm R
BENETEEHNENRLIEE
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Here are the highlights:

> Set and maintained air-conditioned room temperature at
25.5°C or as agreed;

> Clean the lump blubs and diffusers more often to improve the
efficiency of luminaries;

> Switch off computer after office hours or when leaving the
workplace to reduce power consumption;

> Purchase electrical appliances with high efficient energy label;
and

> Fuel efficiency driving style and well-planned route to save
fuel.

Total Energy Consumption in 2016

Electricity Renewable Energy
EWi] AIB4ERER

(kWh in ‘000s) (kWh in '000s)
(FTEE) (FTEE)
9,246.51 7.22

Given the nature of construction operations, water is an important
resource in the running of our operations. After obtaining water
from Water Supplies Department, we prioritise the effective
management of this resource, taking various water saving and
recycling measures to ensure water is both utilised and re-recycled
efficiently. These measures include: treated wastewater is reused/
recycled to wash construction vehicles and water dusty works areas;
automatic shut-off water taps are installed to reduce water
consumption; and water leakage sensing systems are installed to
prevent from wasting water. As a result, we have recycled
2,386,342 litre of water to maximise our water utilisation efficiency
and reduce wastage.

Total Water Consumption in 2016

Total (litre)
#Et (F)

100,888,306

SFK Construction Holdings Limited

T REBHEERE

> BRERRBEANTEABEESSERE

SRR |
> ERTERBORENE  AREH
SR

> THISEER TESAAEREREN - DR
EIh#E :

Intensity
(kWh in ‘000s per HKS$'million
Total project turnover payment)
BE(TTERR
e EREBLEAAESH)
(kWh in '000s)
(FFEH)
9,253.73 6.45

EREEITENNE  KERMEBEETN
BBER - WKBBEEHKE - R(ELE
MEBEBER  ROSBEE/KMERERE
BRKEHNERFAMBERER - ZZRER
15 RN EKEBXAFB, BRAEBRE
G THEMREERESNIEERE  THED
RARA/KEEEE - UM F/KE © KL EIRKER
ZHEUABGIERBK At HME @ UK
2,386,342 7K + R AR EMIRS T KM FI A
L RIRE -

ZE-ARFHRAKE

Intensity (litre per HK$'million project turnover payment)

BE(F /S8BT RAAELH)
70,346
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5.3 The Environment and Natural Resources 53 RERXRER
The Group's construction operations seek to align and work REENEIEXEESRKTERTNKESR
towards environmental best practices. By the implementation of 1SO B o BB EHEISO 14001 3R E B 12 88 K K ISO
14001 Environmental Management System and 1SO 50001 Energy 50001 BEIREBIREE R - P FEERIUFRE
Management System, we have given careful consideration to BRHIRBERRAEROABEERNZE - HM
minimise all significant impact on the environment and natural HIEBREREAERNBBERS R - B
resources. Our Project Environmental Policy focuses on mitigation of MEBRELRE ETEVERRERHE
environmental impacts by waste management and resources h URARBERE - AR - NEBMERK
provision for the implementation of pollution abatement, waste REBTAEBBITEER I FEEHERS
management and ecological mitigation. Meanwhile, the Group’s B REE AR B AGE - EREREMEEIRE
Energy Policy shows the commitment of the Group in performing FREETE -
energy responsible manner and supporting the purchase of energy
services, energy efficient products and equipments that will have
impacts on significant energy use.
In construction operations, we have identified land pollution as EEIIEES  BME# T sEEEAEE
having significant environmental impact. To tackle this impact, each BARBHE - REHLTE  SEBEBEHD
project has established waste management plan which set out BIEEYEREE - BRREEEL - 7
procedures to guide the project site staff and sub-contractors in B BRREBEFEESHEBRISIEAR
waste control through generation, storage, delivery, recycling and Mo BEEITEYESRIET - FEIEE &
disposal. The amount of waste disposal has been well monitored by REEFEIEAEHEYRESETEY R
designated staff at each project site to minimise impact on the Al ABERIDHRROTE -
environment.

CHAPTER 6 PEOPLE ERE AD

6.1 Employment and Respect for Labour Rights 6.1 EREREELEHERS
The Group upholds the idea that “employees are valuable assets AEERFRENBEELE  BEE AR
and human rights shall be respected” and has planned a WIS EREEZENESRE - ER B
comprehensive approach of recruitment, employment, promotion RIGEBAER -
and retention of employees.
Maintaining a harmonious workplace where employees is free from HIEBE N AMERERMNGE TIERIET)
any form of discrimination is the Group’s commitment throughout AEEEF2ERERENAZ - BMHNES
all our operations. We respect diversity and fairness in recruitment BEMEAZHZ TR AT - M wiER -
and promotion of our employees, regardless of race, social class, e - FEe - B S0 BRI

age, nationality, religion, disability, gender or sexual orientation. MEHERA] o
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The Group strives to maintain a positive work-life balance for
employees and provide reasonable working hours and rest periods.
Specific to our construction operations, employees are offered a
range of allowances and bonuses such as compensation for
accident on-duty, overtime allowance as well as end of year double

pay.

All works shall not involve forced labour. All employees may resign
upon reasonable notice. The Group prohibits child labour, forced
labour and illegal worker in any workplace and has comprehensive
steps to review the employment practices and eliminate undesired
practices if discovered. The Group operates the apprentice schemes
in accordance with relevant regulations.

All our human resources policies are structured to comply with the
Employment Ordinance (Cap. 57), Employees’ Compensation
Ordinance (Cap. 282), Personal Data (Privacy) Ordinance (Cap. 486),
Sex Discrimination Ordinance (Cap. 480) and Disability
Discrimination Ordinance (Cap. 487) of the Laws of Hong Kong.

Total Work Force (Hong Kong) as at 31 December 2016

Construction

Gender MRl
Male 5l
Female 7t
Employment type fEfRLany
Full-time T
Part-time SR
Age group FHRA R
18-30 18-30
31-45 31-45
46-60 46-60
=61/>61 =61/>61

SFK Construction Holdings Limited

e

913
291

1,193
11

324
438
367

75

AEBB N RREREERF TIERAFNEEF
& RIRHAESEN TIER BRI SERE - &
HRMNBEET - BAREERE—FIE
BERFEAL - PIAN TASHR(E - MNPDRBA AR &

BN THEATESREEST - BRGAH
HA I BAER - AREEATIESMEEL
BT S TRIBEAST  MEMARERE
iR E R (B8 0 N A 3 3R B R PR B R H IR
BRABR - NEBIRIEHERERRE 2R -

BB AN ERBRAREBEDIFSTER
RIED) - £282EREMEKRD - F486FH
AE R (FLRE) M1 - 58 480 Z M BIRAR 16 B &z
8 487 BRI IEHIFITE -

R-ZB-A"E+=-A=+-BNEELE(F
)

Number
2E
Housing
Services Total
BEF R st
197 1,110
450 741
519 1,712
128 139
9 333
65 503
334 701
239 314
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6.2

Employee (Hong Kong) Monthly Average Turnover Rate
during 2016

Gender ]l
Male EELs
Female pegi
Age Group Fhera Rl
18-30 18-30
31-45 31-45
46-60 46-60
=61/>61 =61/>61

Safety and Health

SFK is committed to maintaining safety and health at a high
standard and complying with all applicable occupational safety and
health legislations, client requirements and internal safety
requirements. The Group's Safety and Health Policy Statement
requires that all levels of management and supervision must be
responsible for active participation in and adopt all feasible ways to
create a safe working environment and protect employees from
occupational hazards.

Safety officers and safety supervisors are responsible for giving
advice, providing information, training and monitoring of our Safety
and Health Policy implementation to ensure that all parties both
inside and outside the Group will comply with the standards
established. Safety officers and safety supervisors shall ensure that
all new comers of the project sites are receiving the induction
training within two days of their commencement of works on site
and the Safety and Health Policy shall be introduced and explained
during the training.

6.2

“E-AFREAGRBR(FHE)

Percentage (%)

B2 (%)
Construction Housing Services
B BF R
1.8% 4.8%
1.7% 3.8%
2.9% 10.4%
1.6% 6.3%
1.2% 4.1%
1.7% 3.2%

REEERE

MEEB IR RIREN R EEE - BT
BERMBELERERAN - FPEXREA
MEERE - AEENT 2 EEFRBRERE
RIFAMRBINEE ABNEABEG2EITIR
B—IRI1T 0% B L 2 THERERR
EREHCRERE -

REITERZE2EERAERIER  RHE
B BIIREE M2 BREBRNER
BERAEENITBEABETHRERE - Z2
TERZE2EERAERIIIGEATAR THH
FIEABEILMFANRIEMBRNEZRBE
F - AL BRI AR A e 2 B BROR

MREEXREEEARAA
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6.3

56

Work Injury Statistics during 2016

Work-related fatalities AT EB@EMmILT
Number A

Rate (%) =& (%)

Work injury I

Lost man-days BRIERAH

As at 31 December 2016, there were convictions to 8 summonses
for violation of certain regulations under the Factories and Industrial
Undertaking Ordinance (Cap. 59 of the Law of Hong Kong) (the
“FIU Ordinance”) related to an accident in June 2011.

During the year of 2016, there was no accident causing any
prosecutions or convictions against the Group. The Group is highly
committed to occupational safety and health to maintain safe
working places at all construction sites. There would be zero
tolerance of any unsafe acts in our operations.

Education, Training and Career Development

Training and competence of staff are keys to continuous growth of
the business of the Group. Through comprehensive staff
development, and training and examination allowance mechanism,
we broaden the professional knowledge, skills and qualifications of
our staff, with an aim to create a solid foundation for the Group’s
sustainable development in construction business.

We are committed to providing adequate opportunities to our staff
to acquire job-related trainings and development, mainly through
on-the-job trainings, seminars, workshops, site visits and formal
training schemes as approved by professional institutes.

Full-time Employees Trained during 2016

Gender ]l

Male Eslis
Female egc3
Employee category BB
Senior management SREREE
Middle management PAREEE
Junior levels R

SFK Construction Holdings Limited

6.3

—RNEIERTEF

Result
wR
0
0
2,145
R_E—ARF+-A=+—RH BH_ZFT——F
NAEWHRBERERBEEEPIESIE(CTH &
TELZEN) ([(IHmETELEENDE

NREFER -
RIZE—RF  BESHCEREABRIZEE AR

EEZERE - AEESERIRBEL 2 HE
FRUATEFRE T2 2 TIEIRIE « BT &E
BRIAABERITLETE

HE - BIIRBERRE

BTHEIRT ERARBEBITEILRNEA
R - BBEEAE THRALRHEDIR
ZH2HEHE HMALERRSETINEEX
o REERER  BER/ARERERKHA
SERRETREER -

BMBAOREIEEBERIEI S - 5w
g BB REREERBRENEIEIIFE
REBTRHAENTIERBEIIRERES

—A"EEEZIES

Percentage (%)
Ao (%)

25.0%
7.1%

59.5%
37.2%
8.3%
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Average Training Hours Completed Per Full-time Employee TE-AEEEZRBEETRIINTERY
during 2016
Hours
53 4
Gender MR
Male ] 3.7
Female i 0.8
Employee category EEfEA
Senior management SR ERE 5.7
Middle management hREIEE 4.6
Junior levels AR 2.0
As the Group’s main construction business of itself consists of male HRAEENFEREEB AT AT >HS T
staff in majority, training percentage and hours are relatively higher BTHT  WBUEIE» L REEEESR
for male compared to female. The Group will continue to strive for Z e AREEGEE N KEE THRTEAIE
the balance of training opportunities for both genders in our staff TR SRR IS o

development.

CHAPTER 7 OPERATING PRACTICES EFLEZEEN

7.1 Quality and Compliance Management 71 BEEHEEHAERE
SFK strives to deliver to our customers the services/works that we FEBEHEFEISO 0001 1 ZENBESERER
have contracted to perform and provide, through the FIRBEANRAEP XA ARIT RIRHLN
implementation of a Quality Management System conforming to AR7S,/ T2 - WIEL A TG

ISO 9001 Standard with the following commitments:

>  Ensure that the works we perform and the services we > WBREMAEENIRERREEORBEE
provide will meet the specifications and requirements of our REBMEPOBEBRERARBERE
customers and the applicable statutory and regulatory EREEMRE

requirements;

> Ensure that the sites which we manage and operate follow > BREMAEERZENHMERNSHBE
the policies and procedures defined in the Quality HEEEERERMHIENBERRER
Management System at all stages and with relevant records I R AR BA RS8R A B B ST A B TR 4
produced to substantiate compliance with the requirements IRERBBOHEBESR  BFEE %
in health and safety, advertising, labelling and privacy matters 2RE BEAMEEEUARMES
relating to works and services provided and methods of TEHVIRIE ©
redress.
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All our project sites have implemented four key steps in quality and
compliance control flow:

> Inspection and/or testing

> Non-compliance found

> Rectification

> Re-inspection to meet quality specification

We highly treasure feedbacks or complaints from our stakeholders
to continuously improve our business. A comprehensive complaint
handling system is established to resolve business/services
complaints in a timely and effective manner.

It has been a year since the “incident of lead in drinking water”
broke out, and the construction industry is actively drawing lessons
from it. On 21 June 2016, SFK assisted the construction industry in
organising a sharing session on the incident of lead in drinking
water. The sharing session was held by the Hong Kong Registered
Contractors Association, and supported by Water Supplies
Department, Hong Kong Licensed Plumbing Professional Association
Limited and other business contractors. Over 150 representatives of
the construction industry attended the session.

Non-compliance and Complaints during 2016

Total works completed subjected to
recalls for safety and health reasons
Number of works and service
related complaints received at
corporate level

In addition, SFK has banned using photos that are unauthorised by
third parties. Our marketing team is responsible for monitoring the
design and photography relating to intellectual property rights. For
the company logo, it is registered with the Hong Kong Intellectual
Property Department as trademark. Moreover, all our office
softwares are provided by the suppliers who are copyright holders.

A declaration on non-disclosure agreement (NDA) attached to the
relevant tender document during tendering has been enforced for
some projects to ensure data protection.

As at December 31, 2016, the Group was in compliance with the
applicable local rules and regulations relating to health and safety,
advertising, labeling and privacy matters relating to works and
services provided and methods of redress in all material respects .

58 SFK Construction Holdings Limited

BPFAEEEMENEENARERRETE
BRAN P A5 -

> BER/HAH

> HRIER

> #1E

> EFREUTEEERRE

BFsEERRMAKSOHEMRLHRELR
o ARERERPINRBEE - HARALR
BRFRIBER  EMRREREREL, R
HREAFEIR ©

B #KEF] ARCER —F BETEL
BIRRBHE - R - T —RFAA-+—H "
B B ERITEEM S EKEMNER
DEG - ZomEBEMAEZEHS SN I
BEVKIBEE - BEFEKEEXEGREME
BAEBXF - BERITEABIS0BRRREFE

i m =&
R EE o

“E-AEEATERRNK

Result

mR

Rz MZFERRENDRT TREAR

0%

NEREN T2 MRS AR AR A IR B

0

o HFRECERREE=TRENEF -
AN EEFARERENBERAHNR
ARER - RARBRREETENAERZERT
M AER o W RAIFERAZEHF I H
BB AR B RA

RIIRBIREET - B0 BB SHITHERBIRIEX
HRERORZHBEER  URFERBEEREIN
R -

RZE—RE+_A=+—0 ~&EEMA
EREDET RS MARRT TR LRGN
B2 2E BEEMBEEARMIET
EBEBEERIT GO RRE -
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Suppliers and subcontractors are our important business partners;
therefore, active engagement with them is important to the
effectiveness of our construction operations and for managing
environmental and social risks of the supply chain.

For any given project, we select subcontractors based on a number
of factors including requirements under the main contract with our
customer, previous cooperation experience and our valuation of
their performance from the list of pre-qualified subcontractors
maintained by us. Subsequent inclusion of new subcontractors will
be subject to our approval based on their financial stability, quality,
past performance and capability to meet our required quality,
schedule, costs, environmental and safety requirements.

Our subcontractors range from sole proprietorships with several
employees to sizeable companies qualified by Development Bureau
under the List of Approved Contractors for Public Works and/or the
Specialist List. While we have not entered into any long-term
agreement with our subcontractors, we engage them on project
basis. We believe we have maintained good relationships with our
subcontractors. Among our active subcontractors, approximately 80
of them have working relationships with us for more than ten years.
We consider such long-standing relationships with subcontractors
enable us to have comprehensive assessment of the subcontractors
over years, ensuring the quality of works in the long run.

Besides giving environmental and social compliance trainings to
suppliers or subcontractors during project execution, our purchasing
department has adopted and followed annual evaluation procedure
for all active suppliers or subcontractors to assess their performance
in respect of quality, safety, environment, financial stability,
resource availability, etc..

Number of Suppliers as at 31 December 2016

Region i &

Hong Kong BB
Mainland China B K

Number of Sub-contractors as at 31 December 2016

Region =
Hong Kong B
— NF#H

HEBLDEBREMNEEXBRH Bt
B ERGORH R RSB RS R EIE
HERNREIHEARAEEEES °

SMEAEEREMS - RPIRETFII AT
BRETHE  BESELERERMEFERRA
MHEZERE  ERMARENNTDEHE
FHEEPREDBR - ¥ BEKALRMR
BEMBREN HE  BERAUAREIR
MRENEE  BRZH KA BRERLZE
REMBEN T RILER T MARE -

BN EEREREASEEINEERE
B TERERBREABRMADLIER
EREAME REMAAEFHRMOABRER
A BEBRMEKREARMO D BETLEME
M BRMZEBEERAZS»EHE -
BMRE  RMERMODEEERRTED
BiR - ZESEEEBARNDBEREEF © 4980
FEEMETFEALENEIERER - HMIRR -
B ESBREANRAEBARBEMESSF
LAREEFEZED B - MR RE LBR
TiREE -

BRTREENTERETRAHRERID BRERE
HRIRB R G R RIFIIN - KRB RAALE
BRAEARBEREERRD BRBRILNF
ERHERF UFRRENEE 22 R
% BgRE  IEERSFIENRR -

REB-—AE+ZAZ+-BHNHEBEE

Number

BE

317
1

REZB-—AE+ZAZ+-BHNSEBBHE

Number
£ 4=
332
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7.3 Moral Integrity and Anti-corruption

60

SFK has adopted the code provisions set out in the Corporate
Governance Code under Appendix 14 of the Listing Rules. The
Board consists of 4 executive Directors and 3 independent non-
executive Directors and has established the audit committee, the
nomination committee and the remuneration committee.

We have ethical commitments to our subcontractors and advise our
staff not to solicit or accept any advantage or bribes from our
subcontractors or suppliers. We will also require our staff to declare
any conflict of interest and to avoid creating any possible conflict of
interest while handling with our subcontractors and supplier. We
also have our code of business conduct binding on all employees to
avoid any impropriety. All staff must comply with the Prevention of
Bribery Ordinance (POBO) (Cap. 201 of the Laws of Hong Kong)
when conducting all businesses and affairs of the Group.

During festive seasons, we issue written reminders to our
subcontractors and suppliers for reminding them not to give any
advantage or bribes to our staff and reminding them to report any
solicitation of advantage or bribes. We also send the form of
declaration of conflict of interests to all staff each year and arrange
Independent Commission Against Corruption (ICAC) seminars to
project staff from time to time. The Directors have reviewed and
considered that the corporate policies and internal controls on
subcontracting are effective.

For whistle-blowing procedures, as listed in our Code of Conduct,
any complaints on possible breach of this Code can be made either
by confidential fax or letter addressed to the chairman of the Group
and will be treated promptly and fairly. In cases of suspected
corruption or other criminal offences, a report should be made to
the appropriate authority.

As at 31 December 2016, the Group was in compliance with the
applicable local rules and regulations relating to bribery, extortion,
fraud and money laundering in all material respects . There was no
prosecution or conviction regarding corrupt practices brought
against the Group or our employees.

SFK Construction Holdings Limited

7.3

EREHERERER

BB RM ETARBM ST A THRERE
AT RIBURE TR - EFEHABAITE
FRI3BBIULFATEFEN - IR T EZ
ZBg REZBELFMEZEE -
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BMMEINSRBMIWE S BBt EmD
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M A T T R A R R A M S E 2R
Wikt EEEMBENSEER - RATREE
BETTR > HREBETUAHEERNTETT
e BB TNETAREN —IEBRER
B /A8 T LE BRG] (BRERHIE 201 &) o

REEES REAARMANS BAREERE
HERRT - REYE R RPN 8 TREER
Mk FERE - WIREE R E R MEMEIMA @k
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CHAPTER 8 COMMUNITY

8.1

8.2

Community Participation

As a good corporate citizen, SFK gives support to various non-profit
making organisations through sponsorships and donations. We
actively contact social welfare organisations, charity groups,
community organisations to co-organise voluntary and charity
activities. We have set up SFK's volunteer team to engage staff to
organise and participate in voluntary activities. Our administration
department and volunteer team organising committee will review
the effectiveness of activities each year. Furthermore, our
administration department and volunteer team organising
committee collect feedbacks from the community groups through
e-mails, company website and annual report to understand the
needs of the communities for reviewing the Group’s sustainability
objectives.

Focus Areas

To promote green messages and to develop an awareness of
protection and preservation towards environment among children,
SFK has co-organised a Nature Tour together with BiciLine Cycling
Eco-Tourism Social Enterprise of Tung Wah Group of Hospitals on
13 March 2016. 46 SFK volunteers and the tour guides from Tung
Wah Group of Hospitals led over 40 children from the
underprivileged families in Tin Shui Wai to visit the King Fai Farm in
Nam Sang Wai in this 4.5 hours meaningful event.

To support the event to raise funds for the “First Generation
University Fund” of the Lingnan University, SFK has contributed a
total of HK$30,000 for the sponsorship for the Lingnan University
Fundraising Dinner 2016 on 21 April 2016 and the Lingnan
University Walkathon 2016 on 23 October 2016.

On 10 and 11 September 2016, Hong Kong Disneyland held its first
official running event “Hong Kong Disneyland 10K Weekend"”. Part
of the income from this event would be donated to Children’s
Cancer Foundation. 90 participants of SFK actively participated in
this meaningful event which also encouraged our staff to do more
exercise and adopt a healthy lifestyle.

BENEHE
8.1 HEZH

8.2

ERRHEEAR  MEAEBERBRT
AXFHFEEIFETER - HMERBRILER
R ZEERA R RAS  KRSHE
TREELRS - RPICRIHBEZTEE
REETHERSHE TR - TR RET
GHaBZEeSeFRs HEEB AR - It
v TREAMEIGASGZEREBELD 1
BIASA R F R AL R E RS RER - A T B
BEFR  EMBRAARENAFEERER -

REEEIE

ATELRARMKEEZRENRRES @B
R-E—XE=A+=HEERE=FBicLineE
BARRETECESH [RBERERZIK]
RA4EFMBEETINRE=NEEE —RAH
FLHZERAFKEEBREN/ NBRLE T
REBEBIERYE - ZABEEMNEEER45
BN o

AYREMABRIE—RRXEBLEHEES] S
HEE  HEAR T RNFNA-_+—HE
TN TR FEEABERRER-T—X
FHAZH+=ZARTN T "FELRTE
K HEEB)EF30,0008T ©

BEBIEEZEN T RFAATART—
BRTEBAENTBRSED [ FERETRER
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Furthermore, in order to encourage our staff to quit smoking and
help them to rebuild a healthy lifestyle, SFK invited the social
workers of Tung Wah Group of Hospitals to organise “Occupational
Smoke-Free Health Program” in 5 sites from 26 to 29 September
2016. The social workers provided information on smoking
cessation in site conference room, conducted carbon monoxide
breath test, and measured blood pressure and body fat ratio for site
staff.

In addition, on 4 December 2016, 75 of our employees and families
participated in fund-raising walkathon organised by a non-profit-
making charity “Care for Your Heart”. The event aimed at
encouraging people to exercise more as an effective way to reduce
the risk of heart disease and promoting heart disease information
to the public.

SFK has always been committed to making contribution to our
society. We will continue to organise various types of volunteer
activities with our partners and encourage our employees to

FoN - BEEIRFNE TAE - WEtfIERE
BEEEEN FERENR-_ZE—X"FNA
—+XRBE=Z+NB BERE=FAOLTE
FEARSE AR [ EEREEEE R
Bl oM TIEMENERETERWENS A
B T#IT— SRR, - B2 MR & BB
LEfl e

AN RZZE—AF+_AWB ' RMWET
RERARTSEL2MMIELFIESEE B
T BB ITERES) - ZEEHH L
BB B & RATZ MBS LUK R OB R
e FRRRARATHEREOERBEN -

FRE-ERLORUERAEBNE - HASHE
EXAERHERSEETED  USBHET
B & 2 SRR R IR o

participate in these community services in the future.

CHAPTER 9 AWARDS AND RECOGNITION HIGHLIGHTS

Name of Awards/Achievement

BE/RARER
FhERLERLEREIE

The 5th Outstanding CSR Enterprise Award"

FHEGAIOEEERIE

2015 Security Services Best Training Award
— (Licensed Security Company — Type 1)
Award of Gold

ZE-NFERTRBHEEIE
(BE—8RREZ AR &K

Caring Company 2015/2016 logo
—ET-RF/ZE-RERARBIEES
B Certificate of Appreciation for

Blood Donation”

¥8 M RE R AR

2015/16 Airport Safety Recognition Scheme
— Corporate Safety Performance Award

Issuing Organisation

K 7
The Mirror (Hong Kong)
wR(EE)

Vocational Training Council
and Hong Kong Police Force
Crime Prevention Bureau

BEIRBDREBERRE
bl

The Hong Kong Council of
Social Service

BB ERGHE

The Great Eagle Centre

EEH

Airport Authority of Hong Kong

—E-RE/CE-ATRSREBNIE BARSERR

— ELZERAANE

62 SFK Construction Holdings Limited

FENERERENHE

Award

Receiving Date Award Receiving Company

ExAM ERE

March 2016 SFK Construction Holdings
Limited

—E-RE=A MEBREREEBRAR

March 2016 Sun Fook Kong Housing
Services Limited

—E-RE=A MEBEFRIBER LA

March 2016 Sun Fook Kong Holdings
Limited

—E-RE=A MiEBERARAR]

April 2016 the Group

ZE—RFMA REE

April 2016 Sun Fook Kong Construction
Limited

—E-REMA MiEEEEARAR]
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Name of Awards/Achievement

BE/RARER

Innovative Safety Initiative Award 2016
— Merit Award
(Safety Operational Device Category)

The 22nd Considerate Contractors Site
Award Scheme — (Public Works
— RMAA Works) — Merit
E2EAEMBRETTE(IBIRE
— M - RE - RERMETIRER)
—BEE

BHHR Certificate of Appreciation for
Organising SAHK Sports Day”
SWE BB e ED) BRHAR

CEDD Innovation Award for Site Safety 2015
— Merit Award

TARTRAEREIMEZEE
—BEE

IZ8=—F—h

Certificate of Appreciation for Pioneer User of
the New Construction Workers Registration
System

BRI — RARBREX T AFIN RS

BEHHR Certificate of Appreciation for
Sponsoring Mid-autumn Festival Visit*

AW BR-OERR ] REHH

Certificate of recognition of Family-Friendly
Employer
REREEEETHE

Certify that SFK Construction Holdings Limited
is registered as a Green Cross Group Member
GENRERREEERADBLARTTE

=

(8
Certify that Sun Fook Kong Group is
registered as a Green Cross Group Member
RENREREELARTTENE

Issuing Organisation

BEEE

Development Bureau,
Construction Industry Council
and Hong Kong Construction
Association

BRR BEXZENR
EERENE

Development Bureau and
Construction Industry Council

BREMEERES

SAHK
BRI E

Civil Engineering and
Development Department
TARTRERE

Construction Industry Council

BEXES

The Neighbourhood
Advice-Action Council
Hewse

Home Affairs Bureau and
Family Council

RBEEBREFXEZS

Occupational Safety &
Health Council
BEZ2RER

Occupational Safety &
Health Council
BEZ2RER

Award
Receiving Date

B8
May 2016

—E—RFAHA

May 2016

—E—XRFHA

July 2016
—E-RFtA
June 2016

—F-AEARA

August 2016

—Z-RENA
September 2016
—E—RENA

October 2016

October 2016

—T—RF+A

Award Receiving Company

ERME

Sun Fook Kong (Civil) Limited

e (ER)BRAA
Sun Fook Kong Construction
Limited

MEEEERRAR

the Group

AEE

Sun Fook Kong (Civil) Limited

iEs (L) BRATE

Sun Fook Kong Construction
Limited

HEEEERRAR

Sun Fook Kong Group

HEEEE

Sun Fook Kong Holdings
Limited

MR ERERL

SFK Construction Holdings

Limited
NRARRERERAR

Sun Fook Kong Group

HiEEEE
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Award
Name of Awards/Achievement Issuing Organisation Receiving Date Award Receiving Company
®E/BRER REBHE EREHM ERE
Certificate of Appreciation in Appreciation of Drainage Services Department October 2016 Sun Fook Kong (Civil) Limited
participation in DSD Open Day 2016
S2E 2 RERBERME MRHR RBE ZE-RET+A EE (EAR)BERDE
Silver Stakeholder Engagement Award MTR Projects Division November 2016 Sun Fook Kong Joint Venture
BEMRIRE A EIIE A —E-RE+-A RNt /NG|
ERERMIE2016 — ER Hong Kong Small and November 2016 Sun Fook Kong Group
Hong Kong Star Brands Award 2016 Medium Enterprises Association/
(Enterprise)® Hong Kong Trade Development
Council/Hong Kong Productivity
Coundil
BEERME 2016 — ¥R BERRECERAE BEES —E—"F+-A RE%RE
BRE/BEEENRER
The 7th Hong Kong Outstanding Hong Kong Productivity Council December 2016 the Group
Corporate Citizenship Logo — and Committed on
Enterprise Category the Promotion of Civil
Education
FtEBBEHCEARBTES — AR BBLEENRERURRRHE —ZE-RETZA r5E
%Z8%
Certificate of Appreciation of SAHK December 2016 the Group
Corporate Partnership Scheme 2016-17
—RNEZEZZ—+FLERHFERIMN ERRehE —E-RETZA rEE
FITEL#ELE 2016 — REH Care For Your Heart December 2016 Sun Fook Kong Group
Walk For Your Heart 2016
— Silver Sponsorship”
FETTE #2016 — IRER) 2NN —E-RE+ZA FEEEE
DAL — B e A 5 B 2R Care For Your Heart December 2016 Sun Fook Kong Group
Walk For Your Heart 2016
— Most Participated Award”
BOENL — BRHRED R&E BRI ZT-RFTZA FiRiYE SE]
Selected as finalist at Green Building The Hong Kong Green December 2016 Sun Fook Kong Construction
Award 2016 — New Buildings Category Building Council Limited
— Completed Projects
— Institutional Building
—E-RERREENRAEER BRGERESTY ZE-RFTZA FRBEEERAR
— MEREER
—B&KIER
— DR
* for identification purpose only * E R
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CHAPTER 10 LOOKING AHEAD

In the coming year, SFK will continue to seize new business opportunities,
enhance its brand image and strengthen our clients’ confidence, so as to
maintain our competitiveness. Meeting the needs and expectations of our
stakeholders is our top issue on corporate social responsibility. We will
strive to create values for our stakeholders by using appropriate
management approach on our material topics.

To improve air quality and tackle climate change, we will strengthen
control and management in air and greenhouse gas emissions. For staff
development, we will strive to provide fair and balanced opportunities to
all our staff in career development. Moreover, we will continue to provide
professional and high quality services and works, strengthen our safety
management system, improve our quality of works/services, enhance
stakeholder engagements and continuously contribute to the communal
harmony.

FTEREZ

RE - i BEEILERNEE  BirmErs
BRELEL  EMERBF N - BREMAFNEL
FREMEDRMEEHLERENEEME - &M
BHHEEERRMEEEREE - IRR/BFNE
Bl EE -

RREEREEREHRIEREL - AR H05R H RE
REBEREHRONEE - HRETHBRE - HIH
BOAREBEIREATAENBEZRES - Uk
oh - BFSBEBRHEEMEENRBETIE - 58
ZEERRR R /REEE  ENEsmE
BB RIFERITEMEEL TR -
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APPENDIX 1 THE STOCK EXCHANGE ESG REPORTING
GUIDE CONTENT INDEX TABLE

The Stock Exchange ESG
Reporting Guide

BRFRIR -8R
E/Hﬁ%}ﬁ'%l
A.  Environmental
A IR
Aspect A1: Emissions
[EE AT BER

General Disclosure

—RREE

KPI'A1.1

BRAETURIZ AL

KPI'A1.2

MRERIERAL2

KPI'A1.3

MREBIERAL3

KPIA1.4

BREMIERALL

KPI'A1.5

BASAEIERALS

RAREIX
Description
Hiat

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.

BHABRIAERBHR  MAKRTHEES BERE

EEEVNEESZH

(@ HEE: R

(b) BFEHETAEBEATZENHBEERROIBER

The types of emissions and respective emissions data.

e R AR R AR RR BE R -

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

BEREABE (UAMETE) X (ER) BE
(WMAEESEL - BHERBAE) °

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

FrELBEEEYRE (UEFE) R (WEA) = E
(WMABESSBN - BERBETE)

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

FrELEEEEYRE (UEFE) R (WER) = E
(WABESSBN - BERETE)

Description of measures to mitigate emissions and
results achieved.

LB E SR E R EHE R PTSKR
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B S5 — B 32 P

BE #HERERKREES

Chapter

3: 0]

Chapter 5.1 Emissions Control
Management

5.1 BHFRIESE

Chapter 5.1 Emissions Control
Management
F5.1 BHERUETIE R

Chapter 5.1 Emissions Control
Management

5.1 BEERUEHIE IR

Chapter 5.1 Emissions Control
Management

5.1 BEERUEHIE IR

Chapter 5.1 Emissions Control
Management

5.1 BEERUEHIE IR

Chapter 5.1 Emissions Control

Management

FESNEFRUEHIE
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The Stock Exchange ESG
Reporting Guide
BRXFTRR - HER
ERBEEL

KPI'A1.6

FABHERIEIRAL.6

Description

1

=2

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

HlEIEEEREEEEVN L  REEEENERER
FRASRCER ©

Aspect A2: Use of Resources

EBEA2 : ERFEH
General Disclosure

—REE

KPI' A2.1

R ERIER A2

KPI'A2.2

RERIERA2.2

KPI' A2.3

AR IEBUEIZEA2.3

KPI A2.4

RSB MIEIR A2.4

KPI A2.5

RSB IR R A2.5

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

BRERER(BREER - KEEAMEME) BIHRE -

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).

RREAE DM ERE R SEEER(NE - [Elh)
HBEE(UNTETERFE) RBE (WAGESE N -
BIEFRMBETHE) ©

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

Description of energy use efficiency initiatives and
results achieved.
Fa it B IR 1B R a ST B R PSR R o

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

Fi i SREGE B AOR E R B ERERE - ARRARKSE
FTEIRFTERR -

Total packaging material used for finished products
(in tonnes) and, if applicable, with reference to
per unit produced.

BUEK P 3 B AT 0 B (AR ) & (R )
BAEBEE -

Chapter

4: 0]

Chapter 5.1 Emissions Control
Management
F 5.1 EHERUEHIE R

Chapter 5.2 Effective Use of
Resources
FE2EEABIR

5.2 Effective Use of Resources

52EREIR

5.2 Effective Use of Resources
5.2ZREIR
5.2 Effective Use of Resources
5.2EMEIR

5.2 Effective Use of Resources

5.2EMER

Packaging material is not
identified as material aspect in
the business of SFK. Such
disclosure is omitted.

BB R B R 1R T
TEFE EERECER -
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The Stock Exchange ESG Description
Reporting Guide
BRXRR - HER Hat

EREERES

68

Aspect A3: The Environment and Natural Resources
BHEA3 : RERKRAER
General Disclosure Policies on minimising the issuer’s significant impact on

the environment and natural resources.

—RREE BRETABIRIERRAAERENERZEAIBUE -
KPI A3.1 Description of the significant impacts of activities on

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

M EB RS HRBERAAERNERTERDHENER
BRAXENTE -

B RIER A3

Social

P

Employment and Labour Practices

BERSTIFER

Aspect B1: Employment

EEB1 : [EfE

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.

—H = EAFWEEE  BELREA  TIEEH - R FTES#
€ Zft  RIBEUREMEFBREFN
(@) BX: R

by BETFHETABEAZEZNHEMERKLROINER -
KPI B1.1 Total workforce by gender, employment type, age group
and geographical region.
B A BUEIEBT.1 MR EEEE - FRARNRMEISNIES R -
KPIB1.2 Employee turnover rate by gender, age group and
geographical region.
MR - FERAER RIE E 5 H
REMKLLE -

PR IEIEIEBT .2

SFK Construction Holdings Limited

Chapter

E4:0]

5.3 The Environment and Natural
Resources
53RBERAEIR

5.3 The Environment and Natural
Resources

5.3RFRARAEIR

6.1 Employment and Respect for
Labour Rights

6.1 BELEESHED

6.1 Employment and Respect for
Labour Rights
6.1 EENEELHER

6.1 Employment and Respect for

Labour Rights
6.1 EBIEESBER
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The Stock Exchange ESG
Reporting Guide
BRXFTRR - HER
ERBEEL

Description

1

=2

Aspect B2: Health and Safety

[EMEB2 : fERELE
General Disclosure

—RRIE

KPIB2.1
RSB IR 1R B2.1

KPIB2.2
R AR RIS B2.2

KPIB2.3

RS AE IR R B2.3

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

FEREZE2TIERERRERESEBELEEN

@ BE: R

(b) BFHETABEAZENHEBERLROINER -

Number and rate of work-related fatalities.
ATIEREMILTHAZ SRR -

Lost days due to work injury.
RIGEIIIERS -

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

R ATER AN B R R B 255 1 - ARMBRRNIT R
ERITE-

Aspect B3: Developing and Training

[EMB3 : ZHEKE
General Disclosure

—RBE

KPI B3.1

B 48 R 1R B3.1

KPIB3.2

MG AE IR B3.2

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

BRI EE BT TIEBE A H K RAERIEE -
S

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

RERIREEER (WEREREE  FREEES)EHH
XilEEBE DL

The average training hours completed per employee by
gender and employee category.
BMRRESERED R ESTHXIINTFIIRE -

Chapter

4: 0]

6.2 Safety and Health

6.2 EER

6.2 Safety and Health
6.2 W B2 AR

6.2 Safety and Health
6.2 L2 B R

6.2 Safety and Health

6.2 X 2B

6.3 Education, Training and
Career Development

63HBE - HIIKBEHRE
6.3 Education, Training and
Career Development
63HBE  HIILBEHERE
6.3 Education, Training and

Career Development
6.3HA - B RBEER
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The Stock Exchange ESG
Reporting Guide
BRXRR - HER
ERBEEL

Description

g

Aspect B4: Labour Standards

[T B4 : &5 T8
General Disclosure

—ARIE

KPI B4.1

AR IE BIEIEB4.1

KPI B4.2

RS AENIR1R B4.2

Operating Practices
EEE

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.

ERAMIEET 8 HETH -

@ BE: R

(b) BFEEITABEAZENAEERREONER -

Description of measures to review employment practices
to avoid child and forced labour.
iR BRI B O e e AR
BT REHST -

Description of steps taken to eliminate such practices
when discovered.

R B3R R BN E R RIS AT R IR 2588 -

Aspect B5: Supply Chain Management

[EMBS : fIEHER

General Disclosure

—RRIE

KPI B5.1
R A IR B5. 1

KPI B5.2

RASAE IR 1R B5.2

Policies on managing environmental and social risks of
the supply chain.
EIRHEENIRE R gRBEBUR

Number of suppliers by geographical region.
iR E D HEREE -

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

G BEERHERNED  MENTEBEHNHER
HE  URBAEMNRITRERTE -

70 SFK Construction Holdings Limited

Chapter

E4:0]

6.1 Employment and Respect for
Labour Rights

6.1 ERLREESH S

6.1 Employment and Respect for
Labour Rights
6.1 EBIEESHER

6.1 Employment and Respect for
Labour Rights
6.1 EEREES IR

7.2 Supply Chain Management
72 EEE R

7.2 Supply Chain Management
72 EHERE

7.2 Supply Chain Management

T2 EEE R
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The Stock Exchange ESG
Reporting Guide
BRXFTRR - HER
ERBEEL

Description

1

=2

Aspect B6: Product Responsibility

[EHB6 : EMET
General Disclosure

—REE

KPI B6.1

B 48 R 12 B6.1

KPI B6.2

BASAE IR B6.2

KPI' B6.3

AR IE IE1EB6.3

KPI B6.4

RASE4EIE1EB6.4

KPI B6.5

BASAE IR 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, labeling and privacy
matters relating to products and services provided
and methods of redress.

BHPMRHEERNRENREERZ S

BEHEARBRITER -

@@ BE: X

(b) BETFHBEITABEARZENEBERKAOIRER -

CEE BRERELE

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

B Sk BB XA m AR B [l 20 2 B4 FRIE /h i 78 B W i)
Bt -

Number of products and service related complaints
received and how they are dealt with.

REANERMREORFEE AREHITE -

Description of practices relating to observing and
protecting intellectual property rights.
it B TE R (R AR E B BB ] -

Description of quality assurance process and recall
procedures.
M E 2R RE RERDYE -

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

Fa i B 3 B RHMRIE RFLBBBUR - A RABRE#IT R EER
FE o

Chapter

4: 0]

7.1 Quality and Compliance
Management

7.1 Quality and Compliance
Management
TVEEBRARER

7.1 Quality and Compliance
Management
TVEERARER

7.1 Quality and Compliance
Management
TIVEEBRERER

7.1 Quality and Compliance
Management
TVBEERERER

7.1 Quality and Compliance
Management
TVEERARERE

MREEXREEEARAA
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The Stock Exchange ESG
Reporting Guide
BRXRR - HER
ERBEEL

Aspect B7: Anti-corruption

BHB7 : RE)S
General Disclosure

—ARIE

KPIB7.1

BASAE IR R BT

KPIB7.2

MR AEIEE BT 2

Community
Zan )

Description

g

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.
BRI IERRER - B1ER - BFF AR -
@ BE: R
(b) BFEEITABEAZENABERRAOER -
Number of concluded legal cases regarding corrupt
practices brought against the issuer or its employees
during the reporting period and the outcomes of
the cases.
RERIAANE BT AKHESRTY
WEEENBESHFARTNEE
REFAER -

Description of preventive measures and whistle-blowing

procedures, how they are implemented and monitored.

BT S N R WE R - A RBRERITRER T

Aspect B8: Community Investment

[ETEBS : tLRITE
General Disclosure

—ARIE

KPI B8.1

BRI MIE1E B8 1

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.

BN E2ER T BEEMTTETEMBRLES
TEEE E B E RS ABUR -

Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health,
culture, sport).

BETrEREE(NHE  BEEE - -BIHR @K
Xt - gBF) °

KBI B8.2 Resources contributed (e.g. moneyor time) to
the focus area.
KBI B8.2 EZIBBAEHAER (N ENEFH) -
72 SFK Construction Holdings Limited

Chapter

E4:0]

7.3 Moral Integrity and Anti-
corruption

7.3 Moral Integrity and Anti-
corruption

7.3 =B

hilll3

BB

7.3 Moral Integrity and Anti-
corruption
73ERBEERER

8 Community

8itlm

8 Community

8itlm

8 Community

8itlm
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SHARE YOUR VIEWS WITH US! BEMZENER!

We value your views on our Environmental, Social and Governance HfE®R M THRZE HEeLREARENE
Report. Your feedback helps us realise our vision for a sustainable future. & o B THREEDBRATHEAKAISELRREDNE

We invite you to share your comments by contacting us at: SoWME BTHZER BEIROT

SFK Construction Holdings Limited MEBEREBEERL

Rooms 3207-10, 32/F, Great Eagle Centre, 23 Harbour Road, Wanchai, &B & T 5 EB?FJ%%‘EPLGZ@BZW 10%
Hong Kong

Fax: (852) 2827 6275 {55 : (852) 2827 6275

www.sfkchl.com.hk www.sfkchl.com.hk

Email: group@sfk.com.hk BIEB - group@sfk.com.hk
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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 deviations from code provisions
A.2.1 and C.2.5 of the CG Code during the Year.

According to code 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. 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.

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 which are discussed below.
Firstly, the audit committee of the Board has established formal
arrangements to apply financial reporting and internal control principles
in accounting and financial matters to ensure compliance with the Listing
Rules and all relevant laws and regulations. Our internal control measures,
policies and procedures which were codified, adopted and implemented
by the Group, have also been updated and revised from time to time.
Furthermore, subject to further consideration by and advice from the
audit committee, the Company may appoint 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.

74 SFK Construction Holdings Limited
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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 (formerly known as Chan Kin Chung)
(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

TEELARE

EE2RAARTAEEATREDIVGMELEE
ARE - B BIE RS AR R ERERNBER
RER: DR hEEASEEERSNERASR
MFIIERFEEEER  ORS MREBEARFRK
REMERRENEZERMEESRTE  ()FHIE - &5
REBEERANAEERERESNTATRIEAR
oI FM(E)  R@RIAARABETETEEE
ATRIERARRFHRABEREARSNHEBE
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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 service agreement with
the Company for an initial fixed term of three years with effect from 10
December 2015, 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 2015, subject to early termination 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 independent non-executive directors 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.

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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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. Selection of candidates will be based on a
range of diversity perspectives including, but not limited to, gender, age,
cultural and educational background, experience (professional or
otherwise), skills and knowledge.

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.

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:

Name of Director EENA
Executive Directors HITES

Mr. CHAN Ki Chun PRIBUZ S A

Mr. CHAN Chor Tung PRIE R LA

Mr. YUNG Kim Man AR EE

Mr. YEUNG Cho Yin, William HEE S E
INEDs BUkHITES
Mr. LAM Leung Tsun MR ERAE

Mr. JIM Fun Kwong, Frederick EBkkA

Mr. CHAN Kim Hung, Simon BeR &Il 2 S A

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 5 Board meetings and one annual general
meeting (the “2016 AGM") of the Company were held and the
attendance records of the respective Directors at the Board meetings and
the 2016 AGM are set out below:

Name of Director =3 o
Executive Directors HITES
Mr. CHAN Ki Chun BRELZ 524
Mr. CHAN Chor Tung PRIE R LA
Mr. YUNG Kim Man BRI ek
Mr. YEUNG Cho Yin, William BRERE
INEDs BYFHITES
Mr. LAM Leung Tsun MRESRE
Mr. JIM Fun Kwong, Frederick EBNEE
Mr. CHAN Kim Hung, Simon PeR ) 2 ST A
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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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PEEIRWME

The members of the Audit Committee should meet at least twice a year.
During the Year, the Audit Committee has held 4 meetings, during which
the Audit Committee has, inter alia, reviewed the connected transactions
and continuing connected transaction of the Group; the external auditor’s
statutory audit scope for 2016 and their independence; the consolidated
financial statements of the Group for the year ended 31 December 2015
and for the 6 months ended 30 June 2016, 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:

Mr. JIM Fun Kwong, Frederick (Chairman)
ERREAE(EE)

Mr. LAM Leung Tsun

MREEE

Mr. CHAN Kim Hung, Simon

PR I % A&

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 has three members, namely Mr. Chan Kim
Hung, Simon and Mr. Jim Fun Kwong, Frederick and 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
other 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:
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The members of the Remuneration Committee should meet at least once
a year. During the Year, the Remuneration Committee held 2 meetings,
for, inter alia, reviewing the remuneration packages for individual
executive 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:

Mr. CHAN Kim Hung, Simon (Chairman)
BRI 5 A ()

Mr. JIM Fun Kwong, Frederick
ERrEE

Mr. YEUNG Cho Yin, William

BRB LA

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
three members, namely Mr. Chan Ki Chun, 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:

Mr. CHAN Ki Chun (Chairman)
BRIBUZ S & (/)

Mr. LAM Leung Tsun
MRERE

Mr. CHAN Kim Hung, Simon
PR &Il 55 A
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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:

Audit of annual financial statements

Review of continuing connected transactions HHRERE

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 have been 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 continuously accredited and re-accredited with
ISO 14001 and OHSAS 18001 qualifications 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 office in Hong Kong (Rooms 3207-10, 32/F, Great
Eagle Centre, 23 Harbour Road, 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:

() 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

EERERERERRE
BOARD OF DIRECTORS

Mr. Chan Ki Chun (formerly known as Chan Kin Chung), aged 60, 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 37 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.

Mr. Chan Chor Tung, aged 60, 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 26 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 55, 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. 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 32 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, a construction company 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 55, 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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Mr. Lam Leung Tsun, aged 60, 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 30 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 (Nasdaq: 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 69, 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 39 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 60, 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
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Royal Bank of Scotland plc., (“RBS”) Hong Kong branch as a dealer in
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 62, 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 34 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 59, 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 23 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 56, 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 Linktech
Engineering & Landscape Consultants Limited (an indirect wholly-owned
subsidiary of the Company). Mr. Lam has over 37 years of experience in
the building and construction industry. Mr. Lam joined the Group in
January 1988.
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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 50, 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 Chit Cheung
Construction Company Limited and Linktech Engineering & Landscape
Consultants Limited (both being indirect wholly-owned subsidiaries of the
Company). Mr. Szeto has over 32 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. Tsoi Chiu Yin, aged 50, is a director of our estimating and
contracting division and is primarily responsible for the overall
management of our estimating and contracting division. He is also a
director of Grand Win Design Consultants Limited (an indirect wholly-
owned subsidiary of the Company) and Build.it Limited (an indirect
subsidiary of the Company). Mr. Tsoi has over 24 years of experience in
the civil engineering and building construction industry. Mr. Tsoi joined
the Group in October 1992.

Mr. Tsoi is a member of Australian Institute of Project Management, a
fellow member of Hong Kong Institute of Project Management, a
member of Chartered Institution of Civil Engineering Surveyors in the
United Kingdom and a member of Hong Kong Institute of Surveyors. Mr.
Tsoi holds a master’s degree in project management from the University
of South Australia in Australia.

Mr. Au Man Kiu, Derek, aged 57, is a director of our civil division and is
primarily responsible for the overall management of projects in our civil
division. He is also a director of Chit Cheung Construction Company
Limited (an indirect wholly-owned subsidiary of the Company). Mr. Au
has over 33 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 48, 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 has over 26 years of experience in
the building maintenance and properties management industry. Mr.
Kwok joined the Group in December 1990.

Mr. Kwok is a member of the Royal Institution of Chartered Surveyors in
the United Kingdom and a fellow for Greater China Institute of Property
Management. 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 44, 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 22 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 an associate 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 58, is the senior administration
manager 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 20 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
EEWRE

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 comprise mainly housing and property
management services (such as the provision of cleaning services and
security management services) and building information modeling (BIM)
services to Hong Kong customers in both the public and private sectors.
In 2016, we have also expanded our housing management business into
the PRC. 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 Rooms 3207-
10, 32/F, Great Eagle Centre, 23 Harbour Road, 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 AND DIVIDENDS

The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 126 of this annual report.

The directors recommended the payment of a final dividend of HK17.5
cents per Share for the Year (2015: HK25 cents per Share), amounting to
approximately HK$70 million (2015: HK$100 million). Such payment of
dividends will be subject to the approval of the Shareholders at the
forthcoming annual general meeting to be held on Monday, 22 May
2017 (the "2017 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 Thursday, 25 May 2017. It is
expected that the proposed final dividend will be paid on or about
Tuesday, 6 June 2017.

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

In order to establish entitlements to attend and vote at the 2017 AGM,
the register of members of the Company will be closed from Wednesday,
17 May 2017 to Monday, 22 May 2017, 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 Tuesday, 16 May 2017.

In order to establish entitlements to the proposed final dividend, the
register of members of the Company will be closed on Friday, 26 May
2017, during which 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
Thursday, 25 May 2017.

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 204 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$470,000 (2015: HK$60,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during the Year in the property, 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 129 of
this annual report and the details of reserves attributable to equity
shareholders of the Company are set out in note 19 to the consolidated
financial statements.

SHARE CAPITAL

Details of share capital of the Company during the Year are set out in
note 19 to the consolidated financial statements. There were no
movements during the Year.
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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.

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

(iiiy 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.
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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.

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.
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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;

(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 24 to
the consolidated financial statements.
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DIRECTORS

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

Executive Directors

Mr. CHAN Ki Chun (formerly known as CHAN Kin Chung)
(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 87 to 92 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.

Mr. Chan Ki Chun, Mr. Jim Fun Kwong, Frederick and Mr. Lam Leung
Tsun will retire by rotation and, being eligible, offer themselves for re-
election at the 2017 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.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Director has entered into a service agreement with
the Company which shall be for an initial 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 in accordance with the terms of the letter of appointment.

Save as disclosed above, none of the Directors proposed for re-election at
the 2017 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.

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

As at 31 December 2016, 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.

As at 31 December 2016, 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 (ii) 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:
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Number of  Approximate
Name of Shares (long percentage of
Name of Director  associated corporation Capacity position)  shareholding
RDEE BARER
EEpE HEEEAE &4 (#&) ATt
Mr. Chan Ki Chun Sun Fook Kong Group Limited Interest in controlled corporation 97,599 3.54%
PRELZ 54 (the “SFK Group”) (Note 1)
Rt EEAR AR LR (M)
(FFhEssmE])
Note 1: Mr. Chan Ki Chun beneficially owns the entire issued share capital of Growth Asset  FiiFE1 : BRELUZ 5% £ B 55 Growth Asset Holdings Limited ([ Growth

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.
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Save as disclosed above, as at 31 December 2016, 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 (iii) which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code.

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 2016, 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:

Name of shareholder Nature of interest

BREEEB EEME
SFK Group Beneficial owner (Note 1)
MEEEE EmEAA 1)

Good Target Limited
("Good Target”)

Interest of controlled corporations
(Notes 1 and 2)
EEEE R (1 &2)
Interest of controlled corporation
(Notes 1 and 2)
SrEE s (1 & 2)

Ocean Asset Holdings Limited
("Ocean Asset”)

Mr. Lo Kai Shui (“Mr. Lo")

ERURFTE(TEEED RypEE kR (HE2)
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 British 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.

—E-RER

Interest of controlled corporations (Note 2)
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Save as disclosed above, as at 31 December 2016, 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.

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 71.2% (2015: 67.1%) of the Group’s total revenue for
the Year. The largest customer accounted for approximately 19.9% of
the Group's total revenue for the Year (2015: 19.3%).

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 18.3% (2015: 17.4%) of the
Group's total purchase costs for the Year. The largest supplier accounted
for approximately 4.6% of the Group's total purchase costs for the Year
(2015: 5.1%).
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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.

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 23(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$8.654 million as disclosed in note
23(c) to the consolidated financial statements);

(b) note 23(b)(iv) to the consolidated financial statements in relation to
consultancy service fee (the amount of which being HK$6.504
million as disclosed in note 23(c) to the consolidated financial
statements); and

(¢)  note 23(b)(vii) to the consolidated financial statements in relation to
property management services and property consultancy services
income (the amount of which being HK$741,000 as disclosed in
note 23(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” under paragraphs 1, 2 and 4,
respectively.

Part of the material related party transactions entered into by the Group
during the Year as set out in note 23(b)(i) to the consolidated financial
statements in relation to housing management and related service income
(the amount of which being HK$39.969 million as disclosed in note 23(c)
to the consolidated financial statements) are non-exempt continuing
connected transactions which are subject to the reporting, annual review
and announcement requirements and 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” under paragraph 3.
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The Group has applied to the Stock Exchange for, and the Stock
Exchange has granted it, a waiver (the “Waiver”) from strict compliance
with the announcement and (where applicable) independent
shareholders’ approval requirements of the Listing Rules in respect of
some of the above-mentioned continuing connected transactions. 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 23(b)(i) to the consolidated financial
statements in relation to housing management and related service income
(the amount of which being HK$0.83 million as disclosed in note 23(c) to
the consolidated financial statements) constitute connected transactions
exempt from reporting, announcement and independent shareholders’
approval requirements pursuant to the Listing Rules.

Material related party transactions entered into by the Group during the
Year as set out in note 23(b) to the consolidated financial statement in
relation to acquisition of two subsidiaries of SFK Group are non-exempt
connected transactions which are subject to the reporting 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 “Connected Transactions”.

Part of the material related party transactions set out in note 23(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.

Save as disclosed above, the Directors consider that those material related
party transactions disclosed in note 23 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.
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CONNECTED TRANSACTIONS

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

On 15 July 2016, Sun Fook Kong Holdings Limited (”“SFK
Holdings”), a direct wholly-owned subsidiary of the Company
entered into a sale and purchase agreement to acquire one issued
ordinary share of Fujitac, representing its entire issued share capital,
from Gain Treasure Investments Limited (“Gain Treasure”), an
indirect wholly-owned subsidiary of SFK Group, at the total
consideration of HK$7,672,329 (the “Fujitac Acquisition”). The
consideration was determined after arm’s length negotiations
between the parties on normal commercial terms after taking into
account the amount of capital injected by Gain Treasure and by
reference to the audited net asset value of Fujitac as at 31
December 2015. The completion of the Fujitac Acquisition took
place on the same day.

Fujitac is a consultant company mainly carries on the business of
providing construction-related consultancy services. It was expected
that the Fujitac Acquisition would create synergy from combining
the resources and expertise of both the Group and Fujitac in the
provision of construction services, and enable the Group to enhance
its overall competitiveness as a general building main contractor in
the construction industry.

On 15 July 2016, SFK Housing Services (China) Limited (“SFK
Housing China”), an indirect wholly-owned subsidiary of the
Company entered into a sale and purchase agreement to acquire
the entire equity interest of Foshan Baode from #t&/8 &R &A% (R
JI) & B A A (Sun Fook Kong Investment Holdings (Shenzhen)
Limited*®) (“SFK Investment Shenzhen”) a wholly-owned subsidiary
of SFK Group, at the total consideration of RMB4,878,274.96
(equivalent to approximately HK$5,707,581.70) (the “Foshan Baode
Acquisition”). The consideration was determined after arm’s length
negotiations between the parties on normal commercial terms after
taking into account the aggregate amount of capital injected by
SFK Investment Shenzhen and by reference to the audited net asset
value of Foshan Baode as at 31 December 2015. The completion of
the Foshan Baode Acquisition took place on 20 October 2016 after
all the conditions precedent under the sale and purchase agreement
have been fulfilled and/or waived.
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Foshan Baode is principally engaged in building management and
property consultancy in the PRC. As such, it was expected that the
Group would be able to expand its housing management business
into the PRC. It was also expected that the Foshan Baode
Acquisition will create synergy from combining the resources and
expertise of both the Group and Foshan Baode in the provision of
housing management services in Hong Kong and the PRC, and
enable the Group to further strengthen the Group’s position in the
property management market.

As Gain Treasure and SFK Investments Shenzhen are both wholly-
owned subsidiaries of SFK Group, which is the controlling
shareholder of the Company, both companies are connected
persons of the Company under Chapter 14A of the Listing Rules.
Accordingly, both the Fujitac Acquisition and the Foshan Baode
Acquisition constitute connected transactions of the Company
under Chapter 14A of the Listing Rules.

The Fujitac Acquisition and the Foshan Baode Acquisition, which
had been entered into within a 12-month period, had been
aggregated pursuant to Rule 14A.81 of the Listing Rules. As all the
applicable percentage ratios (as defined under the Listing Rules), in
aggregate, exceed 0.1% but less than 5%, the Fujitac Acquisition
and the Foshan Baode Acquisition are subject to the reporting and
announcement requirements but are exempt from the circular and
independent Shareholders’ approval requirements set out in
Chapter 14A of the Listing Rules.

For details of the Fujitac Acquisition and the Foshan Baode
Acquisition, please refer to the announcements of the Company
dated 15 July 2016 and 20 October 2016.

CONTINUING CONNECTED TRANSACTIONS

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

106

(@) Tenancy Agreement with Moon Yik

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.
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(b)

The Tenancy Agreement has a term of three years
commenced from 1 April 2013 and ended on 31 March 2016
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$569,400, a
monthly air-conditioning charge of HK$30,747.60 (subject to
adjustment) and a monthly service charge of HK$43,179.50
(subject to adjustment).

As disclosed in the Prospectus, the Board estimated that the
annual cap under the Tenancy Agreement was HK$2.285
million for the year ended 31 December 2016 which was
determined based on the fees payable for the period from 1
January 2016 to 31 March 2016, since the term of the
Tenancy Agreement would expire on 31 March 2016.

During the Year, the expenses paid under the Tenancy
Agreement (including the rental, the air-conditioning charge
and the service charge) amounted to approximately HK$2.03
million (2015: approximately HK$8.07 million), which was
within the annual cap for the Year.

Master License Agreement with Moon Yik

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 has a term commenced from
1 May 2015 and ended on 31 March 2016 at an aggregate
monthly license fee of HK$19,700, subject to renewal on
such terms and conditions to be determined by both parties.

As disclosed in the Prospectus, the Board estimated that the
annual cap under the Master License Agreement was
HK$59,100 for the year ended 31 December 2016 which was
determined based on the fees payable for the period from 1
January 2016 to 31 March 2016, since the term of the Master
License Agreement would expire on 31 March 2016.

During the Year, the expenses paid under the Master License
Agreement amounted to HK$59,100 (2015: HK$236,400),
which was within the annual cap for the Year.

(b)
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Renewed Tenancy Agreement with Moon Yik
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

(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 the Prospectus, the Board estimated that the
annual caps under the Renewed Tenancy Agreement would
be HK$7.13 million, HK$9.701 million, HK$9.99 million and
HK$2.516 million for each of the four years ending 31
December, 2019 respectively. The said annual cap for the year
ended 31 December 2016 was determined based on the fees
payable for the period from 1 April 2016 to 31 December
2016, since the term of the Renewed Tenancy Agreement
would commence on 1 April 2016, whereas 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$6.57 million (2015: N/A), which were within the annual
caps for the Year.
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Moon Yik is an indirect wholly-owned subsidiary of Great Eagle
Holdings Limited (“Great Eagle”) and Mr. Lo, a Controlling
Shareholder, is the deputy managing director, an executive director
and 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
Tenancy Agreement, the Master License Agreement and the
Renewed Tenancy Agreement constitute continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules.

Since each of the applicable percentage ratios (other than the
profits ratio) for (i) the Tenancy Agreement and the Master Licence
Agreement on an aggregate basis; and (ii) 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 (i) the Tenancy Agreement and the Master Licence
Agreement on an aggregate basis; and (i) 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.

On 19 November 2015, Sun Fook Kong Construction Limited (“SFK
Construction”), an indirect wholly-owned subsidiary of the
Company, entered into a master consultancy services agreement
(the "Fujitac Agreement”) with Fujitac Construction & Engineering
Consultants Limited (“Fujitac”), pursuant to which Fujitac agreed to
provide consultancy services to SFK Construction for a term
commencing from 1 July 2015 to 31 December 2017.

The Fujitac Agreement is a framework agreement which provides
the mechanism for the provision of the consultancy services
including, but not limited to: (a) the preparation of cyclical
inspection and building safety inspection report by an inspector
registered with the Buildings Department; (b) design and
construction of minor works or prescribed repairs to which the
construction works or repairs shall be carried out by a registered
contractor with the Buildings Department; and (c) provision of
building safety inspection report and key asset information report.
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It is envisaged that from time to time and as required, individual
service agreements may be required to be entered into between
SFK Construction and Fujitac. Each individual service agreement will
set out the relevant consultancy services provided by Fujitac and the
service fee. As the individual service agreements are simply further
elaborations on the Fujitac Agreement, they do not constitute new
categories of connected transactions as far as the Listing Rules are
concerned.

As disclosed in the Prospectus, the Board estimated that the annual
caps under the Fujitac Agreement would be HK$13.0 million and
HK$2.7 million for the two years ending 31 December 2017,
respectively. Such estimate was based on the actual tender price.

As disclosed under the above section headed “Connected
Transactions”, the Group acquired Fujitac under the Fujitac
Acquisition which was completed on 15 July 2016. Prior to the
completion of the Fujitac Acquisition, Fujitac was an indirect wholly-
owned subsidiary of Sun Fook Kong Properties Limited, which in
turn was wholly-owned by SFK Group, a Controlling Shareholder.
As such, Fujitac was a connected person of the Company for the
purpose of the Listing Rules. Accordingly, the transactions
contemplated under the Fujitac Agreement prior to the Fujitac
Acquisition constituted continuing connected transactions for the
Company under Chapter 14A of the Listing Rules.

Since each of the applicable percentage ratios (other than the
profits ratio) for the Fujitac Agreement was expected to be more
than 0.1% but less than 5% on an annual basis, the transactions
contemplated under the Fujitac Agreement prior to the completion
of the Fujitac Acquisition constituted non-exempt continuing
connected transactions under the Listing Rules and were 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.

The total service fee paid to Fujitac by the Company for the period
from 1 January 2016 to 14 July 2016 amounted to HK$6.5 million
(2015: HK$6.93 million), which was within the annual cap for the
Year.

Following the completion of the Fujitac Acquisition, as Fujitac has
become an indirect wholly-owned subsidiary of the Company and
thus ceased to be a connected person of the Company, the
transactions contemplated under the Fujitac Consultancy
Agreement no longer constitute continuing connected transactions
of the Company under Chapter14A of the Listing Rules.

SFK Construction Holdings Limited
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(3)

Cleaning Services Contracts with GEPM and Longworth

(3)

On 17 April 2015, Sun Fook Kong Housing Services Limited (“SFK
Housing”), an indirect wholly-owned subsidiary of the Company,
entered into the following cleaning services contracts (the
“Cleaning Services Contracts”) with Great Eagle Properties
Management Company, Limited (“GEPM") and Longworth

Management Limited (“Longworth”):

Date of
contract

G

17 April 2015
“5-1f
BATLA

17 April 2015
. it
mAtTLA

17 April 2015
“3-1E
BATLAR

17 Aprl 2015
it
BATLA

Parties

L)

—  GEPM(for and on behalf of the
owners of Great Eagle Centre
at 23 Harbour Road, Wanchai,
Hong Kong ("Great Eagle Centre")
- ERME(RRUAEALY
BEEDRTHEEDD
([EERL)EBA)
—  SFHousing
HRAET

—  GEPM (for and on behalf of the
owners of Great Eagle Centre
and Harbour Centre at 25
Harbour Road, Wanchai,
Hong Kong ("Harbour Centre")
- EEME(REEERLR
I EREFAZES T
BERLEEA)
—  SFKHousing
HRAET

—  GEPM (for and on behaff of the
owners of the public car parks
at 4F-T/F within Great Eagle
Centre and Harbour Centre
("Eagle Harbour Public Car Parks”)
- ERMERZUNERDD
REBRLRIZTBOLLR
([ BAMERE RN
—  SFKHousing
VRAET

—  Longworth (for and on behaff of
the owners of the high block of
Langham Place at 555 Shanghai
Street, Mongkok, Kowdoon,
Hong Kong (the " High Block of
Langham Place”)

- HRRRUNEENE
HA LB SRR RE
(AxyEE))EEA)

—  SFKHousing

VEAET

Scope of services

RHuR

Provision of cleaning and pest
control services by SFK Housing
in relation to Great Eagle Centre
of which Great Eagle and its
subsidiaries (" Great Eagle Group”)
is the majority owner
HERETHER L (EERANEAT
([EESE) REZBRZER AR
ERRAERH

Provision of cleaning and pest
control services by SFK Housing
in relation to the development
common areas within Great Eagle
Centre and Harbour Centre
FEAETRERROAEERLAY
HREEARNARMERRA SRS

Provision of dleaning and pest control
senvices by SFK Housing in relation to
Eagle Harbour Public Car Parks

TEAETHERMERAREEIR
nakw

Provision of cleaning works and periodical
deep cleaning semvices by SFK Housing
in relation to the High Block of
Langham Place of which Champion Real

Estate Investment Trust (“Champion REIT")

is the majority owner
HREETHIRIRR(TRERER

([BRERER)) BESENTERA)

RERALRREARERZRH

Term

2

1May 2015t
30 April 2017

i3
BA-AZ
ZTtE
BA=1A

1 May 201510
30 April 2017

Z5-1F
1A-HE
“E-1f
MA=1H

1May 201510
30 April 2017

i
nA-AZ
“EtE
BA=1A

1May 20150
30 April 2017

“B-IE
il =
IE-tE
BA=1A

HEREVERFERITINERRBEEN
ZE-RFWA+TER RKAREEE2ENE
REREBEFRBARQA(HREET))
HEERMEERERAR(EEME]) Rk
ERARAR ([HRDRIMLATBERREE L
(I8 2RBAL]) -
As disclosed in the Prospectus
RARERAAE
Annual cap for Annual cap for
theyearended  the year ending
Fees 31 December 2016 31 December 2017
BECR-RE  HECR-tE
t2A=t-B  t2A=t-8
Ef LEEHERELR  LEENEELRY
(approximate (approximate
HK$'000) HK$'000)
(Fkm) (BFim
Basic fees of HK$321,837 per 4440 1480
month (subject to any
additional service fee for
other related services
provided by SFK Housing)
ARERGAN AL GTEA
EFRENEMAEREARN
g
Basic fees of HK$93,254 per 1290 430
month (subject to any
additional service fee for
other related-senvices
provided by SFK Housing)
ERBEER954ET (HER
EFRUNERBRRARN
kg
Basic fees of HK$17,909 per month 250 90
(subject to any additional services
fee for other related senvices
provided by SFK Housing)
ERBRSAT AT (FER
EFRENEHABRBARY
k%8)
Basic fees of HK$761,264 per month 10,500 3500

(subject to any additional service
fee for other related services
provided by SFK Housing)

AFEEGAT61 64 BT (TR
EFRUNARBRRARN
kg
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As disclosed in the Prospectus

112

RAREENEE
Annual cap for Annual cap for
Date of theyearended the year ending
contract Parties Scope of services Term Fees 31December 2016 31 December 20170
BEZE-AF BECE-tE
tZA=1-8 tZA=t-A
CEEE] EIE ke 3 ER LEENEELR  LEENEELRO
(approximate (approximate
HK$000) HK$'000)
(1T (F7)
17 Aprl 2015 —  GEPM(for and on behalf of the Provision of cleaning works and periodical 1 May 2015 to Basic fees of HK$1,824,978 per 26,280 8760
k3 owners of the Langham Place deep cleaning semvices by SFK Housingin 30 April 2017 month (subject to any additional
BATtA Retail Tower, Carpark and relation to (2) the Langham Place Retal =31 senvices fee for other related
Other Portions) Tower, and Carpark that are wholly owned ~ BLA—RZ services provided by SFK Housing)
- EEME(REHESTE by Champion REIT; and (b) other portions ~ ~F—+/F AREEEH1 0491857 (R
KB BEEREGTIEEA)  of which mainly consistof the footbridges, ~ TIA=TH BETRENALEBREES
—  SFKHousing tunnel, development common areas and YEKBE)
- HEAET common areas serving the Langham Place

Retail Tower and High Block of Langham
Place
HREETHFRIZEABRRES
(hEREREH2EHA) RbAY
BH(TERETARE BE KR
ER MU RERRITEARR
PETREERNA L) RIER
TRRESARRLRG

Note (1): Given that the Cleaning Services Contracts commenced on 1 May 2015 and
will expire on 30 April 2017, the annual caps for the year ending 31
December 2017 were determined based on the fees receivable for the period
from 1 January 2017 to 30 April 2017.

As disclosed in the Prospectus and set out above, the Board
estimated that the annual caps under the Cleaning Services
Contracts would be HK$42.760 million and HK$14.260 million (this
annual cap was determined based on the fees receivable for the
period from 1 January 2017 to 30 April 2017 since the term of the
Cleaning Services Contracts would expire on 30 April 2017) for
each of the 2 years ending 31 December 2017, respectively.

GEPM and Longworth are indirect wholly-owned subsidiaries of
Great Eagle and Mr. Lo, a Controlling Shareholder, is the deputy
managing director, an executive director and a controlling
shareholder of Great Eagle. As such, GEPM and Longworth are
connected persons of the Company for the purpose of the Listing
Rules. Accordingly, the transactions contemplated under the
Cleaning Services Contracts constitute continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules.

SFK Construction Holdings Limited
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Since one of the applicable percentage ratios (other than the profits
ratio) for the Cleaning Services Contracts is expected to be more
than 5% on an annual basis, the transactions contemplated under
the Cleaning Services Contracts constitute non-exempt continuing
connected transactions under the Listing Rules and are subject to
the reporting, annual review and announcement and independent
shareholders’ approval requirements under Rule 14A of the Listing
Rules, subject however to the Waiver.

During the Year, the service fees received by the Group under the
Cleaning Services Contracts amounted to HK$39.97 million, which
was within the annual cap for the Year (2015: HK$26.8 million).

Foshan Baode Agreements

Foshan Baode, now an indirect wholly-owned subsidiary of the
Company, has through its head and branch offices entered into the
following service agreements (the “Service Agreements”) with
various subsidiaries of SFK Group prior to the completion of the
Foshan Baode Acquisition:

Date of

agreement Parties Scope of services

iE JEE )] R%HE

HRBRRB AN —ER B D LR (B
e RSN IRFREEBFIEHERIN5% » R
EEMRAY BRREEOFETHIZEIE
HORBERERS  BETLETHRAE 14AE
BRSRHR  FERHN  AERBUBRRIEDN
ME - BARBRRE -

FR - AEBRBBEZREANFUREE S
30.97ABAL(ZE—HF : 268FHEET) ¢
KBBFE LR o

HILEEHEH

HILER BAARANHEZEZENBAR
ERFLESKESEE KB BRI D
XHBEFRERENSHMB AR LA TR
Bk (RIS WaE )

Annual Cap
for the

year ended
31 December

Renewed Term Fees 2016

HE-E-AE
t-A=t-H
LLEENERE

EH/EFER  BR LR

(approximate
RMB'000)
(B4
AREFT)

6February 2013 — BILTHERFEHERE Provision of property consultancy 1January 201610 Basic fee of RMB160,000 1,920

—“3-ZF BRAF (Foshan Xin YunTai  services i respect of BLLIFT 127 31 December 2016 per month
ZRAH Real Estate Development [EHEE (FoshanSunFookKong  —Z—~E—fA—B EAERSAARE160,0007

Company Limited®) Guang Chang Development) EIERE

—  Foshan Baode (through its SELFEEESER +ZA=1+-H
Foshan head office) REEMZERRE

— BUTHERRHEREAR
NS

— BUESEREMLAESRE)
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Date of
agreement

i A A

1 January 2013
T
—A-H

1 January 2015
“T-1F
-A-8

1 May 2016
ZE-RF
1A-AH

8 April 2014
—E-RF
MANE

114

Parties

HED:)

— BITEREERGERY
AWR/A7l(Guanzhou City
Hong Kang Fook Kong Real
Estate Development Company
Limited®) ( “Guangzhou Hong
Kang Fook Kong”)

—  Foshan Baode (through its
Foshan head office)

— BMTERBARREREAR
DR ENEREE])

— BUBER(ERABLARER)

— BIERERREREERAR
(Dujianyan Gen Yuan Real
Estate Development Limited?)

— Foshan Baode (through its
Foshan head office)

— BIERRERHERZERAR

— BUEGERERLARER)

—  Guangzhou Hong Kang Fook
Kong

—  Foshan Baode (through its
Guangzhou branch office)

— BMERER

— BUESEBEENSX
UiET )

— IFTERREERAA
(Jiangmen Hua Ying
Investment Limited®)
(“Jiangmen Hua Ying")

—  Foshan Baode (through its
Jiangmen branch)

— IFWERREERLA
(IIFzER))

— BUESEREINSX
WER)

Scope of services

h#EE

Provision of property consultancy
services in respect of BN BB R4
BB B (Guangzhou Fook Kong
The Paramount Development?)
(“The Paramount”)

RENEBSELEER
([2BIER |) RIS BRR

Provision of property consultancy
services in respect of
REE - REER
(Chengdu Qing Cheng.

Gen Yuan Development?)

EREEN - REER
R EBERIRT

Provision of property consultancy
services in respect of The Paramount

SLRERANXERRY

Provision of services in respect of
IR ETE B (Heshan La Baie
Palais Development?)

(“La Baie Palais ):

—  property consultancy services

property management services

REBKEEZER ((KEE])
RAIRE -

— NEERERB

— NEEERB

SFK Construction Holdings Limited

Term/
Renewed Term

8/ EHER

1 January 2016 to
31 December 2016
—Z-"E-A-H

—Fm
EZER

+=A=1+-H

1 January 2016 to
31 December 2016
—E-r5-A-H
FIRRE

+=A=1+-H

1May 2016 to
31 December 2016

—Z-REnA-H
E2ZERF

t=A=+-A

1 January 2016 to
31 December 2016
—Z-"F-A-H
ECENF

tZA=1-H

Annual Cap
for the
year ended
31 December
Fees 2016
B2-2-R%
t=A=t-7
LEENEE
ER R
(approximate
RMB'000)
(84
ARBFTT)
Basic fee of RMB50,000 600
per month
ERERGAARHE 50,0007
Basic fee of RMB40,000 430
per month
ERERGAARH 40,0007
Basic fee of RMB22,000 176
per month
EREREAARE 22,0007
—  Basic consultancy fee of 1,347
RMB40,000 per month

— Additional service fee
(calculated in accordance
with the agreement) for
the property management
services, if any

EABHERGAARE

40,0007T

— DEERRENENEHE

(BEGEE - 10F)
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Annual Cap
for the
year ended
Date of Term/ 31 December
agreement Parties Scope of services Renewed Term Fees 2016
BE-Z-5%
t=A=+-8
LEENEE
&R EE &R FH/WNER  BR LR
(approximate
RMB'000)
(B4
ARETT)
13 August 2012 —  Jiangmen Hua Ying Provision of services in respect of TJanuary2016t0  —  Service fees for the property 279
—Z-CF —  Foshan Baode (through its La Baie Palais Phase 1: 31 December 2016 management services are
NAt+=H Jiangmen branch) —  property management services  —E—F—A—H calculated on commission
— IfEZ —  property consultancy services EIERE basis and charged at the
— BUESEBLIMNNX SREEHE ) E— SRR : +ZR=1-H rate of 10% out of the
HER) — DEERRH monthly management fees
— NEERERB payable by the unit owners
—  Property consultancy services
will be charged separately
in accordance with the
agreement
— DEERRBORKENR
(&M 58 ThEf
FEENGAEREDHR
10%
— DEERRBERERS
STHRER
6March 2014~ — Jiangmen Hua Ying Provision of services in respect of 30 June 2016 to —  Senvice fees for the property 73
—E-mE —  Foshan Baode (through its La Baie Palais Phase 2: 31 December 2016 management services are
=AKE Jiangmen branch) — property management services  —E—~F calculated on commission
— IfER —  property consultancy services ~A=THE basis and charged at the
— BLES FETEHT R R - ZEE rate of 10% out of the
(BREIMAXHZR) — MEEERB +-A=1+-H monthly management fees
— NEERRS payable by the unit owners

—  Property consultancy services
will be charged separately
in accordance with the
agreement

— DEFERRBORHEDNR
(et e BhEl

$IEASAERESD
WER10%

— DEBRRESRERE
ST

The Board's estimated annual caps under the Service Agreements, EEEHTHNRBEHFHE FTOEE LR (HWARF]
as disclosed in the announcement of the Company dated 20 BHA-Z—XRE+A-T+HENQEMEE)HN L
October 2016, are set out above. For more details of the Service X - BEREHELZSFEFELIRNETEENTE
Agreements and the basis of determination of these annual caps, %5 H2HMEBALE -

please refer to such announcement.

During the Year, the total service fees received under the Services ER - BIEREHERDMNREEREEAARE
Agreements after the completion of the Foshan Baode Acquisition 652,877 7T (188 R #9740,987 8 7T) » RiBBERH
amounted to RMB652,877 (equivalent to approximately &FE LR -

HK$740,987), 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, following the completion of the
Foshan Baode Acquisition, the transactions contemplated under the
Services Agreements constituted continuing connected transactions of
the Company under Chapter 14 A of the Listing Rules.

Since the Group would continue to conduct the transactions under the
Service Agreements after the completion of the Foshan Baode Acquisition,
pursuant to Rule 14A.60 of the Listing Rules, the Company was required
to comply with the annual review and disclosure requirements.

All the Service Agreements have expired on 31 December 2016. On 11
January 2017, Foshan Baode has renewed some of them while for the
others, new agreements have been entered into by Foshan Baode in
replacement. For more details of these renewed agreements and new
agreements, the proposed annual caps and basis of determination, please
refer to the announcement of the Company dated 11 January 2017.

THE WAIVER

The Group has applied to the Stock Exchange for, and the Stock
Exchange has granted it, a waiver from strict compliance with the
announcement and (where applicable) independent shareholders’
approval requirements of the Listing Rules in respect of the non-exempt
continuing connected transactions as disclosed above in paragraphs 1 (for
the Tenancy Agreement and the Master License Agreement on an
aggregated basis and for the Renewed Tenancy Agreement on a
standalone basis) to 3 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 these non-exempt continuing connected transactions for
each of the financial years ended 31 December 2019 will not exceed the
relevant annual caps.

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.

116 SFK Construction Holdings Limited
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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 33. Such business review forms part of this Report of the Directors.

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 11 January 2017, the Board is not aware of any
significant event requiring disclosure that has taken place subsequent to
31 December 2016 and up to the date of this report.
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REPORT OF THE DIRECTORS
EEWRE

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 74 to 86.

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 2017 AGM. A resolution for their re-appointment
as the auditor of the Company will be proposed at the 2017 AGM.

On behalf of the Board

Chan Ki Chun
Chairman

Hong Kong, 24 March 2017

# 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
B X BR R

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 125 to 203, which comprise the consolidated
statement of financial position as at 31 December 2016, 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 2016 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

B 2 A RS

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BRERHEE

BARETEHER@®)

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

statements.

A2 AR S M IRRM G 3 AR A M MR EE 10) R 1006) PRI R -

The Key Audit Matter
HRELEE

How the matter was addressed in our audit

ZEERMNMAREFANFZDBIER

The Group recorded revenue from the provision
of general building and civil engineering and
consultancy services totalling HK$2,912 million
for the year ended 31 December 2016.

HE_Z—XRE+t-_A=+—RHB1L=EE &H£EH
BRI —MREEN T AT RERERRBELSHW
AN R2912EEETT -

Contract revenue and profit are recognised using
the percentage of completion method, measured
by reference to the percentage of contract
revenue for work performed to date to the
estimated total revenue for a fixed price contract.
The recognition of revenue and profit therefore
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
liguidated damages and in assessing the ability of
the Group to deliver services according to the
agreed timetable.

BERATSEFNTHRT T A D HET AR - 28
S RIEETHTENTRREREGBEEBRE X
R AET IR AR B DL ETTEE - L - WA R
e R FENEEEN S HS NN &RRERNG
T EBRSRITESAEEEAE - LEEEEA
STRARINKA  FHEENEE  FRMBOMRE

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

BAFHE S O EHERTN B RF BN TSR

A RE EERERERTENRBREHREDN
BE N7 mE °
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assessing the design, implementation and operating effectiveness
of key internal controls over the contract revenue and profit
recognition processes;

Ei’%%ié\%@Hﬁz)\&iﬁéﬂﬁﬁgiﬁié’\] A BRI RR AT
X 3

g
Bt MK

T

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;

BRERMFHEEMRANBREANER (BROBREEY B
- BRPHANEPLRRNERRERPNRBE) ULEREEE
UAHMESL AR - 1 BEEEEEENIAR QRN RFALEET
Y& #HOAR BRI 72 TR A KO Ut Ko B #ORZRBS P ER AN B0 BE B (i 5T 2
R LERE  BREEFHTERAA  ANEENHER - BAEED
FRMEREEENIAETENBEENRE SO

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;

BSFEREAETHIZA N TR RN FERAD - I A
BAOALRESEENERKANGER - @025 RHEEEN
ik BEIBAARLEL B AN G ARG RARRR A E M
(i3

comparing the percentage of contact revenue recognised for the

major contracts in progress during the year with certifications from
the professionals appointed by the customers;

BREANLAETHERAOEANENRANBEDLEXAEFPE
BHEZALTHWREETHL
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INDEPENDENT AUDITOR'S REPORT

ERVR R S GRS

KEY AUDIT MATTERS (Continued)

The Key Audit Matter
BRELEH

BARETEHERE®)

How the matter was addressed in our audit

ZERMNAREFANFLDERHER

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.

BB aNE AT EESBREREE  BRAR
WARFTEREHNNERAEARAABEEEEAT
REANWEEBHE LA RBEREHRAREH
AT RIS ETE S R (RRALRE
AN EBENERNBESRHREAER -

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;

B EEE (TR R R R ERIA RS LIS ABR NS
= EEE HRERTA R EERBENSHERE ERENHEE
SHEgRT -

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

BEBENNRREREZ MEZFEOELNM[TETHL - A
FRTHHEAETRBEEE - AL ERERARIZENAFEIL
)53

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.
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INDEPENDENT AUDITOR’S REPORT
B 2 AR S

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

The directors are responsible for the other information. The other
information comprises all the information included in the annual report,
other than the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance
conclusion thereon.

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.
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INDEPENDENT AUDITOR’S REPORT
T8 % BURD R

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.

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

=

Identify 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.

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.

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.
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INDEPENDENT AUDITOR’S REPORT
B 2 AR S

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

. 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.

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.

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

24 March 2017
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CONSOLIDATED INCOME STATEMENT

N G

For the year ended 31 December 2016

BE-_ZT—"Ft+-A=1T—HILFE

(Expressed in Hong Kong dollars) (ABTT25)

2016 2015

—E—RE —E—RF

Note $°000 $'000

B 5T T T

Revenue g 3 3,002,023 2,733,571
Direct costs BHEKA (2,805,536) (2,566,270)
Gross profit EF 196,487 167,301
Other revenue Hib ezt 258 469
Other net loss H ) F 518 5 = (945)
Administrative expenses 1THRAX (67,001) (72,102)
Profit from operations KRR 129,744 94,723
Finance costs &R A 6(a) (3,007) (2,269)
Share of profits less losses of joint ventures AMEE B FEEFREE 945 (3,384)
Profit before taxation BB AR R 6 127,682 89,070
Income tax PS5t 7(a) (21,571) (16,714)
Profit for the year FEZRF 106,111 72,356

Attributable to: B -

Equity shareholders of the Company RNAFERRR 105,967 71,962
Non-controlling interests FEIE AR A 144 394
Profit for the year FEZRF 106,111 72,356
Earnings per share — Basic/Diluted BREMN —EXR #E 10 26.5 cents Al 23.5 cents Bl

The notes on pages 132 to 203 form part of these consolidated financial
statements. Details of dividends payable to equity shareholders of the

F132E 203 EMEBKZEHREMBERER—#61D °
BERAFEGEN BN ARRERRRZBEFE

Company attributable to the profit for the year are set out in note 19(b). BAMEE19(b) °

MREEXREEEARAA
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

PANFAN
/\\/—_I_\ I:I _:F_ ELI %
For the year ended 31 December 2016 BHE-_Z—XF+-A=+—HILFE
(Expressed in Hong Kong dollars) (ABTT25)
2016 2015
— —T—h%F
$°'000 $'000
T T
Profit for the year FERA 106,111 72,356
Other comprehensive income for the year FEHM2EWKE (BRBI%)
(after tax)
Items that may be reclassified subsequently to HEEH 7 BEEBmk
profit or loss or have been reclassified: BEFSHE E?’]IE A :
Exchange differences on translation of financial HE BN A R B R R B
statements of overseas subsidiary EH ZRE (166) -
Reclassification of exchange reserve upon IR A PRI R
de-registration of subsidiaries WITEHDME - (412)
Total comprehensive income for the year FEZEKZARE 105,945 71,944
Attributable to: FEAL
Equity shareholders of the Company AN B EEIE 105,801 71,550
Non-controlling interests FEPE AR RERS 144 394
Total comprehensive income for the year FEZEKRREARE 105,945 71,944
The notes on pages 132 to 203 form part of these consolidated financial ~ 55132 £ 203 B BRZF4r 6 WK —&10 -
statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Ta IR
,ZwT\ =NUR R

At 31 December 2016

(Expressed in Hong Kong dollars)

NZF—RF+ZA=+—R
(LABTT251)

2016 2015
—E—xF —E—RF
Note $°000 $'000
B 5T T T
Non-current assets ERBEE
Plant and equipment e 11 27,149 27,083
Interest in joint ventures NE &P EMREZS 13(a) 2,067 364
Deferred tax assets EERIAE E 7(c)ii) 1,217 932
30,433 28,379
Current assets REBEE
Gross amount due from customers WA IREFHEE
for contract work 14 570,330 655,492
Trade and other receivables FE W E 5 BR 51 I H A FE W sk IE 15 524,689 513,376
Current tax recoverable A] Y [2] BN EA AR T8 7(c)) 2,742 4,947
Pledged deposits EIRF 19,941 19,862
Cash and cash equivalents HWERBESEEY 16(a) 215,828 297,269
1,333,530 1,490,946
Current liabilities REBEE
Gross amount due to customers for ENEHNIREPEE
contract work 14 124,458 161,708
Trade and other payables ENE SRR A ENRIE 17 674,780 712,541
Amount due to a joint venture ENAEBDERIA 13(a) 1,032 591
Bank loans RITERK 18 100,732 155,000
Current tax payable FETENERFR IR 7(c)(i) 8,060 4,450
909,062 1,034,290
Net current assets REBEETFE 424,468 456,656
Total assets less current liabilities HEERARBEE 454,901 485,035
Non-current liabilities kRBEE
Deferred tax liabilities FEEFIEAE 7(c)ii) 3,165 3,244
NET ASSETS EEFHE 451,736 481,791
—E - RNEFR TRERBEELEEERARA 127




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R e AR

At 31 December 2016 RZT—"F+=-A=+—8H
(Expressed in Hong Kong dollars) (ABTT25)
2016 2015
— —T-h%F
Note $000 $'000
B aE Tt T+
CAPITAL AND RESERVES BEXR#E
Share capital N 19(0) 40,000 40,000
Reserves B 411,749 441,948
Total equity attributable to equity AAREERRELERERE
shareholders of the Company 451,749 481,948
Non-controlling interests FiERER (13) (157)
TOTAL EQUITY EREE 451,736 481,791

Approved and authorised for issue by the board of directors on 24 March HKEZER _T—+F = -+ A #fERIRESR

2017. 70
Chan Ki Chun Yeung Cho Yin, William
PR = BB
Director Director
EBFE EFE

The notes on pages 132 to 203 form part of these consolidated financial %132 £ 203 B IR Z S G A M B HRE—H -
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

\\/T\

(Expressed in Hong Kong dollars)

= N\ 7/
1‘ / ~ II\EIIl\ %b ig

For the year ended 31 December 2016

BE-F

—RETZA=T-HILEFE
(LABTT251)

Attributable to equity shareholders of the Company

KA R SR RELN
Non-
Share Share  Capital Exchange Retained controlling Total
capital  premium reserve  reserve profits Total interests equity
BRE  BROEE ExfEE ERRE REEWN @ FERER  BRAE
Note $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
iz T T T T T T T T
At 1 January 2015 R-E-5§-A-H - - 81 412 287,038 287,531 (551) 286,980
Changes in equity for 2015: —E-TEERSE:
Profit for the year FEEMN - - - - 71962 71,962 394 72,356
Other comprehensive income Hin 2 mEes - - - (412) - @12) - 412)
Total comprehensive income 2EYELE - - - @12) 71,962 71,550 394 71,944
Capitalisation issue BN BT 19(c)ii) 30,000 (30,000) - - - - - -
Issue of new shares under the nitial B AAHEE((BALE
Public Offering (“IPO"), net of BE ) BIHR
issuing expenses MBETHY 19(c)(iii) 10,000 112,867 - - - 122867 - 122867
At 31 December 2015 N-EB-1&
+=A=+-H 40,000 82,867 81 - 359,000 481,948 (157) 481,791
At 1 January 2016 R-E-"E-A-H 40,000 82,867 81 - 359,000 481,948 (157) 481,791
Changes in equity for 2016: “E-RERREE:
Profit for the year EERH - - - - 105967 105,967 144 106,111
Other comprehensive income HEprEls - - - (166) - (166) - (166)
Total comprehensive income 2ANRER - - - (166) 105967 105,801 144 105,945
Dividends approved in respect of R —FERAENRE
the previous year 19(b)(ii) - - - - (100,000) (100,000) - (100,000)
Dividends declared in respect of REFESRORE
the current year 19(b)(i) - - - - (36,0000 (36,000) - (36,000
At 31 December 2016 RIB-R%
+=A=+-H 40,000 82,867 81 (166) 328,967 451,749 (13) 451,736

The notes on pages 132 to 203 form part of these consolidated financial

statements.
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CONSOLIDATED CASH FLOW STATEMENT
HAERTRER

For the year ended 31 December 2016 BE-_ZT—F"F+-A=1T—HILFE
(Expressed in Hong Kong dollars) (ABTT25)
2016 2015
—EB—REF —E—0%F
Note $'000 $'000
B EE Tr Tt
Operating activities REER
Profit before taxation B B AT 4 ) 127,682 89,070
Adjustments for: MTIIFIBELFHE
— Interest income — R B A 4 (221) (380)
— Finance costs — RE KA 6(a) 3,007 2,269
— Depreciation — e 6(c) 1,852 2,271
— Net gain on disposal of plant and — HEHRE KRED
equipment Wzs 558 5 (311) (520)
— Gain on de-registration of subsidiaries — FFS5ME A TR 5 - (412)
— Loss on disposal of a joint venture — HEALEENER 5 75 -
— Share of profits less losses of — DhEERERNRER
joint ventures (945) 3,384
— Net foreign exchange loss — SNEBEBFE 232 756
Changes in working capital: EEECEE)
— Decrease/(increase) in gross amount — WA IR A5
due from customers for contract work w3 ) 92,780 (65,462)
— Increase in trade and other receivables — FEWE FERT M H At
JE U R IR AE AN (8,002) (39,676)
— Increase in pledged deposits — R EREE M (79) (3,736)
— Decrease in gross amount due to —EMANTIREFRERD
customers for contract work (37,247) (169,159)
— Decrease in trade and other payables  — JEfHE SR R EAb
JEATRIER A 16(b) (38,934) (14,112)
Cash generated from/(used in) mEmE (R RE
operations 139,889 (195,707)
Hong Kong Profits Tax paid EREBFEH (16,120) (22,003)
Net cash generated from/(used in) REFEHME (R BLFE
operating activities 123,769 (217,710)
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CONSOLIDATED CASH FLOW STATEMENT

an\ E/Eu N7 //ZIELSE'E%%

For the year ended 31 December 2016
(Expressed in Hong Kong dollars)

BE-ZT—A"F+-_A=1+—HILFE
(LA TT251)

2016 2015
—RE —ET—TF
Note $'000 $'000
ks Tr T

Investing activities REEE
Payment for the purchase of BEMWE RRERNR

plant and equipment (10,667) (7,258)
Proceeds from disposal of HEME & #E TS kI8

plant and equipment 483 1,047
Repayment from joint ventures EENEERIE 6,631 4,143
Advance to joint ventures F’Jé..\ LR (7,023) (4,249)
Payment for acquisition of subsidiaries W BB A RIS 3R - $0BR

net of cash acquired WHBER & (382) -
Interest received EFLE 153 302
Net cash used in investing activities  REFEFTARSFE (10,805) (6,015)
Financing activities AL EE
Proceeds from bank loans RITERPAIFHIA 16(b) 170,000 355,000
Repayment of bank loans ERIRITER (225,000) (200,000)
Interest paid B E (3,007) (2,269)
Proceeds from issue of shares BTN FTS ROE = 135,000
Share issuance costs AR FATR AR = (12,133)
Dividends paid to equity shareholders of AN BRI BRSO AR B

the Company 19(b) (136,000) -
Net cash (used in)/generated from BMEEH (FTA)  ERETEE

financing activities (194,007) 275,598
Net (decrease)/increase in cash RERFASEEYORD), &

and cash equivalents poi (81,043) 51,873
Cash and cash equivalents at the FINRERRESEEY

beginning of the year 297,269 246,146
Effect of foreign exchange rate EgsnEe

changes (398) (750)
Cash and cash equivalents at the FRNEAESRESEEY

end of the year 16(a) 215,828 297,269

The notes on pages 132 to 203 form part of these consolidated financial

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra

(Expressed in Hong Kong dollars unless otherwise indicated)

1

132

B BEHRRN T

(BABEAIN - WBTZF)

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

General Information

SFK Construction Holdings Limited and its subsidiaries
(together referred to as the “Group”) are principally engaged
in construction and maintenance projects in Hong Kong and
construction projects in Macau. 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 (the
“Listing Date”).

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.

SFK Construction Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
sre SRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FESHBE®)
(c) Basis of preparation of the financial statements () HBHMKRIINEE

The consolidated financial statements for the year ended 31 BE_Z—RE+-_A=+—RI1LEE
December 2016 comprise the Company and its subsidiaries MRS BBRRBERRARAMER
and the Group's interest in joint ventures. AIARAEENEEDENER -

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

The preparation of financial statements in conformity with RIRE B B RERR R ISR -
HKFRSs requires management to make judgements, estimates EREAELEZERRERNEE &
and assumptions that affect the application of policies and B WARRZMEMSEIHE -
reported amounts of assets, liabilities, income and expenses. TR RRER o st RABBARER AR BT
The estimates and associated assumptions are based on KENTEEBERATREBEENSIE
historical experience and various other factors that are EH A& - HARKAREERE MR
believed to be reasonable under the circumstances, the results SERBA RMEEN A EREEEL
of which form the basis of making the judgements about ETRIETR - BERAERIBRIRZEMmET -

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 fhEt RARB R IRFFEE LT - W5
ongoing basis. Revisions to accounting estimates are SETEETETT R BERTHM - AlF
recognised in the period in which the estimate is revised if the BETRNZBRBR  MEEITER
revision affects only that period, or in the period of the By R R ORERRE - RURMEH B RAE AT 89 P
revision and future periods if the revision affects both current fE M AR R HART SR

and future periods.

Judgements made by management in the application of ERENREREAVBREEARED
HKFRSs that have significant effect on these financial HZEMBRERGATIREREZZE
statements and major sources of estimation uncertainty are ERRBEATEZHE  RIE2H
discussed in note 2. it e

(d) Changes in accounting policies (d) EFTBER#
The HKICPA has issued a number of amendments to HKFRSs ERGHMASEEMRAEELAE
that are first effective for the current accounting period of the THIRBRAERNMZIBE AN BRESE
Group. None of these developments have had a material AlEET - MEEAETEHRE X ZRA
effect on how the Group's results and financial position for BN E ATk 2 BT HR A A R B SR
the current or prior periods have been prepared or presented. MOFABEATE -
The Group has not applied any new standard or interpretation AEETVEERNEN SR MRS
that is not yet effective for the current accounting period. A R #T AT 2R e ke -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
sre SRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (KA AN - AETZ5)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

134

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.

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.

SFK Construction Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e A

AR

(Expressed in Hong Kong dollars unless otherwise indicated) (k3B 158M »

1

-

VSRR P ot

A TTE5)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(f)

Subsidiaries and non-controlling interests
(Continued)

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(i)).

Joint arrangements

(i) Joint ventures
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.

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). 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(i)). 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (kxSHE I - LUBTZ5)

1

136

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f)

Joint arrangements (Continued)

0]

(i)

Joint ventures (Continued)

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 the Group’s 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.

If an investment in a joint venture becomes an
investment in an associate, 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.

SFK Construction Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRRM T

rAa

(Expressed in Hong Kong dollars unless otherwise indicated)

1

(BAHHEAIN - LBTZ7)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Joint arrangements (Continued)

(ii)

Joint operations (Continued)

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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A

AT

(Expressed in Hong Kong dollars unless otherwise indicated) (k3B 1585M »

1

138

-

VSRR P ot

A TTE5)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

(h)

Plant and equipment

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

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
lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)
(h) 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.

(i) Impairment of assets

(i) Impairment of investments in equity securities and
other receivables
Investments in equity securities and other current and
non-current receivables that are stated at cost or
amortised cost are reviewed at the end of each
reporting period to determine whether there is objective
evidence of impairment. Objective evidence of
impairment includes observable data that comes to the
attention of the Group about one or more of the
following loss events:

—  significant financial difficulty 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
B M HRR AT

ra

(Expressed in Hong Kong dollars unless otherwise indicated)

1
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(BABEAIN - WBTZF)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Impairment of assets (Continued)

0]

Impairment of investments in equity securities and
other receivables (Continued)

If any such evidence exists, any impairment loss is
determined and recognised as follows:

For investments in joint ventures accounted for
under the equity method in the consolidated
financial statements (see note 1(f)(i)), the
impairment loss is measured by comparing the
recoverable amount of the investment with its
carrying amount in accordance with note 1(i)(ii).
The impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount in accordance
with note 1(i)ii).

For trade and other current receivables and other
financial assets carried at amortised cost, the
impairment loss is 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 is
material. This assessment is made collectively
where these financial assets share similar risk
characteristics, such as similar past due status, and
have not been individually assessed as impaired.
Future cash flows for financial assets which are
assessed for impairment collectively are 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 decreases and the decrease can be linked
objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed
through profit or loss. A reversal of an impairment loss
shall 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRRM T

A

(Expressed in Hong Kong dollars unless otherwise indicated)

1

(BAHHEAIN - LBTZ7)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

(ii)

Impairment of investments in equity securities and
other receivables (Continued)

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade debtors included
within trade and other receivables, whose recovery is
considered doubtful but not remote. In this case, the
impairment losses for doubtful debts are recorded using
an allowance account. When the Group is satisfied that
recovery is remote, the amount considered irrecoverable
is written off against trade debtors directly and any
amounts held in the allowance account relating to that
debt are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are
reversed against the allowance account. Other changes
in the allowance account and subsequent recoveries of
amounts previously written off directly are recognised in
profit or loss.

Impairment of other 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, an impairment loss previously recognised no longer
exists or may have decreased:

— plant and equipment; and

— investment in a subsidiary in the Company’s
statement of financial position.

If any such indication exists, the asset’s recoverable
amount is estimated.

—  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).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Impairment of assets (Continued)

(i)

(iii)

Impairment of other assets (Continued)

—  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
to reduce the carrying amount of the 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).

—  Reversals of impairment losses
An impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount.

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.

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(i)(i) and (ii)).

Impairment losses recognised in an interim period in
respect of unquoted equity securities carried at cost 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
sre SRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (K SAE I - AETZ5)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Construction contracts are contracts specifically negotiated
with a customer for the construction of an asset or a group of
assets, where the customer is able to specify the major
structural elements of the design. The accounting policy for
contract revenue is set out in note 1(r)(i). When the outcome
of a construction contract can be estimated reliably, contract
costs are recognised as an expense by reference to the stage
of completion of the contract at the end of the reporting
period. When it is probable that total contract costs will
exceed total contract revenue, the expected loss is recognised
as an expense immediately. When the outcome of a
construction contract cannot be estimated reliably, contract
costs are recognised as an expense in the period in which
they are incurred.

Construction contracts in progress at the end of the reporting
period are recorded at the net amount of costs incurred plus
recognised profit less recognised losses and progress billings,
and are 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. Progress billings not yet
paid by the customer are included under “Trade and other
receivables”. Amounts received before the related work is
performed are included under “Trade and other payables”.

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment of
doubtful debts (see note 1(i)), except where the receivables
are interest-free loans made to related parties without any
fixed repayment terms or the effect of discounting would be
immaterial. In such cases, the receivables are stated at cost
less allowance for impairment of doubtful debts.

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at
amortised cost with any difference between the amount
initially recognised and redemption value being recognised in
profit or loss over the period of the borrowings, together with
any interest and fees payable, using the effective interest
method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(BABEAIN - WBTZF)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
(m) Trade and other payables

(n)

(o)

(p)

Trade and other payables are initially recognised at fair value.
Except for financial guarantee liabilities measured in
accordance with note 1(qg)(i), 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.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank 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.

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.

(ii) 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.

SFK Construction Holdings Limited

1

EFREFEER @)
(m) BNEZRRREAMENSK

(n)

(o)

(p)

ENE SRR REBENFBANZRZA
FEHER  FRAZBIEE 1(a)() PRl 5755t &
MM BERAEI  BNESERRRE

P& AN SR IR B AR IR SH R AN AR i
ERBRFELTERN - ABRKAN ©

RERBREEEY

RehBReEEBVRERTEARTE
Be  FRARTMEMSREENE
BT UWRAINER LR AE MRS
HABEEHRRIA TEBAKR=
EARZBANERMS REIERE -

EEEF

() EHESEANREREHIKBAKET
.EJ{/FH:IIE’JL\T\A
e FRIEL BHFER AR

FEHFRIRGT BIE L R R IER
SRNHKA - HER S R ER
ARIFHFEREHE - BHBAIN KT
EREFZEEX  AZBENRE
FIBR ©

(i) MEEF
FRIERNNASEBEELNHE R
MR AEEEREAKRANCF R
AR ERA) B (ARFEERE)
ﬁ@*ﬂ o

Fri&®t

FRAMGHEENATRBEMELTHAS
EERAENED - AHPHEMEETIE
EEEBENEHHERSRARER
BEREMEEAREERANEREEST
HERNARER - MBRNESED 5
RE M2 E U TR Sk B R R iR

Annual Report 2016




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A

(Expressed in Hong Kong dollars unless otherwise indicated) (K SAE I - AETZ5)

1

B B HRRM T

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.

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 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p)

Income tax (Continued)

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.

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.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
sre SRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (FxSHE I - LUETZ5)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FESHBXR®E)
(9) Financial guarantees issued, provisions and (q CERHMEER BERIAEE
contingent liabilities
(i) Financial guarantees issued () CRHMHER

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.

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as deferred
income within trade and other payables. The fair value
of financial guarantees issued at the time of issuance is
determined by reference to fees charged in an arm’s
length transaction for similar services, when such
information is obtainable, or is otherwise estimated by
reference 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 on
initial recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over the
term of the guarantee as income from financial
guarantees issued. In addition, provisions are recognised
in accordance with note 1(qg)(ii) if and when (i) it
becomes probable that the holder of the guarantee will
call upon the Group under the guarantee, and (ii) the
amount of that claim on the Group is expected to
exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount
initially recognised, less accumulated amortisation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (% S&4§885 - LABT25)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Financial guarantees issued, provisions and
contingent liabilities (Continued)

(ii) Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain
timing or amount when the Group or the Company 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.

(r) Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, revenue is
recognised in profit or loss as follows:

(i) Contract revenue

When the outcome of a construction contract and
consultancy services contract can be estimated reliably,
revenue from a fixed price contract is recognised using
the percentage of completion method, measured by
reference to the percentage of contract revenue for
work performed to date to the estimated total contract
revenue.

When the outcome of a construction contract and
consultancy services contract cannot be estimated
reliably, revenue is recognised only to the extent of
contract costs incurred that it is probable will be
recoverable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A

(Expressed in Hong Kong dollars unless otherwise indicated)

BB HRRN T

(BAHHEAIN - LBTZ7)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

(s)

Revenue recognition (Continued)

(i) Contract revenue (Continued)
Variations in contract work, claims and incentive
payments are included to the extent that the amount
can be measured reliably and its receipt is considered
probable.

(ii) Provision of services
Revenue arising from the provision of services is
recognised when the services are rendered.

Interest income
Interest income is recognised as it accrues using the
effective interest method.

(iii)

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 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
,\\/T\ = ,\7f 73 $ﬁi§ Bﬁ E\I

(Expressed in Hong Kong dollars unless otherwise indicated) (% S&4§885 - LABT25)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FESHBE®)
(t) Borrowing costs Y FEEHRAK
Borrowing costs that are directly attributable to the WHE BRAEEFTERFMT AIAKR
acquisition, construction or production of an asset which ABERBNIHENEEEERIGNE
necessarily takes a substantial period of time to get ready for ERANERNEABZEERAIN—ED -
its intended use or sale are capitalised as part of the cost of HAiEBERAREEHBZ -

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 BREEBEERA—HLHMEERAR
qualifying asset commences when expenditure for the asset is ERAREENRSES BEXNFTES
being incurred, borrowing costs are being incurred and REEERABRTERERIHEEMBEN
activities that are necessary to prepare the asset for its EFETEETHEBREARAL - 4]
intended use or sale are in progress. Capitalisation of T%ﬁ?&)\?ﬁm)ﬂﬁiﬁﬁ%ﬁﬁbﬁﬁ’]%@
borrowing costs is suspended or ceases when substantially all REBD R TAEP LT - (EEX
the activities necessary to prepare the qualifying asset for its rEGEFENIFILEERE -

intended use or sale are interrupted or complete.

(u) Related parties (u) EBERS
(1) A person, or a close member of that person’s family, is (1) fWEBWATAL: BIALSHZAL
related to the Group if that person: B0 3T 3R BN SR [ R sE

() has control or joint control over the Group; () BERNEBAIEGIERE

PEGIRE

(i) has significant influence over the Group; or iy HAEBBEATE =X

(i) is a member of the key management personnel of (i) RAEEHIAEERERAN
the Group or the Group's parent. FTEEBAE -

(2)  An entity is related to the Group if any of the following (2) WS TIEE G - Bl—HEE

conditions applies: PR &R (B B R

()  The entity and the Group are members of the () ZELERAEERBR— ’El
same group (which means that each parent, o) A= RNII QRS SN
subsidiary and fellow subsidiary is related to the WE’AE&E%WEQE?&
others). IhEBEE) -

(i) One entity is an associate or joint venture of the iy —FAERAS —EBNE
other entity (or an associate or joint venture of a NESEERE (I —HE
member of a group of which the other entity is a BAEEETKE AR AR
member). ERAHAEREME—&

BAKEKERA]) -

(i) Both entities are joint ventures of the same third iy WMEBERBHAER-—F=ZAK
party. BEDRE-

(iv)  One entity is a joint venture of a third entity and vy, —HERBAFEF=ZFEENEG
the other entity is an associate of the third entity. EhE ME—EBRA%E

=HERNBENA -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A

(Expressed in Hong Kong dollars unless otherwise indicated)

1

BB HRRN T

(BAHHEAIN - LBTZ7)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Related parties (Continued)

(v)

(2)  An entity is related to the Group if any of the following
conditions applies: (Continued)

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group.

(vi)  The entity is controlled or jointly controlled by a

person identified in (1).

(vii) A person identified in (1)(i) 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).

(viii) 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e

B BHRRM T

(Expressed in Hong Kong dollars unless otherwise indicated) (KA AN - AETZ5)

2 ACCOUNTING JUDGEMENTS AND ESTIMATES

In th

e process of applying the Group’s accounting policies,

management has made the following accounting judgements:

152

As explained in policy notes 1(j) and 1(r)(i), revenue and profit
recognition on an uncompleted project is dependent on
estimating the total outcome of the construction 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 makes estimates of the
point at which it considers the work is sufficiently advanced
such that the costs to complete and revenue can be reliably
estimated. As a result, until this point is reached the amounts
due from/to customers for contract work as disclosed in note
14 will not include profit which the Group may eventually
realise from the work done to date. In addition, 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
and in assessing the ability of the Group to deliver services
according to the agreed timetable. Actual outcomes in terms
of total costs or revenue may be higher or lower than
estimated at the end of the reporting periods, which would
affect the revenue and profit recognised in future years as an
adjustment to the amounts recorded to date.

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.

The Group evaluates whether there is any objective evidence
that trade receivables are impaired, and estimates allowances
for doubtful debts as a result of the inability of the debtors to
make required payments. The Group bases 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.

SFK Construction Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

3 REVENUE AND SEGMENT REPORTING 3 KaksHHRE
(a) Revenue (a) Wz

The principal activities of the Group are general building, civil FAEENFEEBR—MREF  TAT

engineering and the provision of other services. 12 R AR fh AR 75

The amount of each significant category of revenue is as FEERERWGENSEOT

follows:

2016 2015

—NE —E-hF

$°000 $'000

T T+

General building —pREE 1,908,269 1,808,603

Civil engineering TRIRE 993,529 846,323

Housing management services EEERRS 90,230 71,584

Consultancy services B8 1 AR 755 9,919 6,752

Others HAih 76 309

3,002,023 2,733,571

Further details regarding the Group's principal activities are FRAEETBEBNE—THBEWE

disclosed below: RTX
(b) Segment reporting (b) HEHE

The Group manages its businesses by segments, which are REERUEBZRIA SN A BTEAE

organised by business lines. In a manner consistent with the oo AREBIRERE RS RRETG

way in which information is reported internally to the Group’s AAEEESTHREEREERNBERER
most senior executive management for the purposes of FR—BHFE YU T =0 HRE

resource allocation and performance assessment, the Group DEB e

has presented the following three reportable segments.

— General building : this segment provides engineering — —REF - ZoPREEFLEEN
services of substructure or EE&HN FETEN
superstructure of building structures TR RIETFEED
and maintenance, repairs, alterations RE - HB1& - R
services and additions to building Knsg
structures

— Civil engineering : this segment provides engineering — 1TRTE  ZoEREEEREN
services of infrastructure facilities and TERRTS R BRI
maintenance, repairs, alterations RE ~ 18 - ERRH
services to infrastructure facilities

— Others . this segment mainly provides housing — Hfb RO EERHEEE
management services and I AR 75 Ko B e AR 75

consultancy services
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B M HRR AT

ra

(Expressed in Hong Kong dollars unless otherwise indicated)

3

154

(BABEAIN - WBTZF)

REVENUE AND SEGMENT REPORTING (Continued)

(b) Segment reporting (Continued)

0]

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.

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 profits less
losses of joint ventures, depreciation, additions to non-
current segment assets used by the segments in their
operations and share of net assets in joint ventures.
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 2016 and 2015 is set out
below.

SFK Construction Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
sre SRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WHEDEHHREE)
(b) Segment reporting (Continued) (b) 2 EPFHE (&)
(i) Segment results, assets and liabilities (Continued) () H%E LERAEBE)
For the year ended 31 December 2016 BE—F—NF+-A=+—HI
FEF
General Civil
building engineering Others Total
—REF TAIR Hit @gt
$000 $000 $000 $'000
T T T T
Reportable segment revenue ARE D Bk 1,908,269 993,529 100,225 3,002,023
Reportable segment profit ARE D B F 144,549 49,318 3,138 197,005
Other revenue and other net loss  Eof Uz J E % 518 156
Depreciation e (1,298)
Finance costs BE ﬁJ2$ (3,007)
Unallocated head office and AR EBRDRFRY
corporate expenses (65,174)
Consolidated profit before taxation Bx#iRI4RA & F 127,682
Share of profit of joint venture AMEEERERN 945 - - 945
Depreciation for the year FRIE 5,452 3,046 633 9,131
Reportable segment assets REDBEE
(including interest in joint (BERGELENER)
venture) 675,756 358,908 81,207 1,115,871
Deferred tax assets EERBEEE 1,217
Current tax recoverable AUkl BN AR T 2,742
Unallocated head office and AN BBRABEE
corporate assets 244,133
Consolidated total assets EBERE 1,363,963
Additions to non-current segqment  FERREBIEREN D PEE
assets during the year 6,450 3,358 339 10,147
Share of net assets in joint venture JEIG &4 EEEFE 2,067 - - 2,067
Reportable segment liabilities AREDHEE 483,634 244,658 19,150 747,442
Current tax payable JE BN ERR IR 8,060
Deferred tax liabilities EEHARME 3,165
Unallocated head office and APEEBRARERE
corporate liabilities 153,560
Consolidated total liabilities LEBERE 912,227
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (% S&4§885 - LABT25)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WHEDEHREE)
(b) Segment reporting (Continued) (b) ZERFHE (&)
(i) Segment results, assets and liabilities (Continued) (i) 2HB%E BEEREEE)
For the year ended 31 December 2015 BE—_FT—nF1+-H=+—Hi
FEF
General Civil
building  engineering Others Total
—RETF ITARTRE Hit st
$'000 $'000 $'000 $'000
T T T T
Reportable segment revenue ARES Bk 1,808,603 846,323 78,645 2,733,571
Reportable segment profit EIE e S 109,100 56,030 (1,215) 163,915
Other revenue and other net loss  EfbUrzs | B i &5 18 (996)
Depreciation e (1,618)
Finance costs BMERAK (2,269)
Unallocated head office and AOBABN RS
corporate expenses (69,962)
Consolidated profit before taxation Bx i B4R A i Fl 89,070
Share of profit less loss of DEAECERFRER
joint ventures (3,384) - - (3,384)
Depreciation for the year FRITE 5,079 2,736 515 8,330
Reportable segment assets ARESBEE
(including interest in (BERAECENER)
joint ventures) 741,612 365,919 80,732 1,188,263
Deferred tax assets ERRBAE 932
Current tax recoverable AT e BIERRR IR 4,947
Unallocated head office and APEBRBRAREE
corporate assets 325,183
Consolidated total assets GeEERE 1,519,325
Additions to non-current segment PR EIERE D A E
assets during the year 3,937 1,842 171 5,950
Share of net assets in joint ventures JERA B MEEEFE 364 - - 364
Reportable segment liabilities AREDHEE 560,313 228,175 29,647 818,135
Current tax payable FEfT BNEARI IR 4,450
Deferred tax liabilities ELFIBAE 3,244
Unallocated head office and APEBRBRATERE
corporate liabilities 211,705
Consolidated total liabilities FeREeET 1,037,534
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 Wik oE®RE (&)
(b) Segment reporting (Continued) (b) ZEPFRE (&)
(ii) Geographic information (i) HEZHEHR

No geographic information has been presented as most HRAREE KRB ELEEREE S

of the Group’s operating activities are carried out in FR - R 25H R E R o

Hong Kong.

(iii) Information about major customers (i) EBEXEEFHNER
Revenue from customers contributing over 10% of the BAEBEBBI10%RREHE
total revenue of the Group is as follows: PR LT

2016 2015

—E—RF —E—hF

$'000 $'000

FT Tt

Customer A BEA 596,284 253,165

Customer B =ZF5B 508,054 356,007

Customer C ZEC 433,509 526,496

Customer D 25D 338,042 315,861

Customer E ZEE 216,151 374,582

Notes: B3 -

(1) Revenue from customer A is generated from provision of general (1) KEFEFPANKZARER —RIEFR
building, housing management services and consultancy % BEE RS N RS E A& -
services.

() Revenue from customer B is generated from provision of civil ) RERPBHKHBRMHIARTIER
engineering. TEEE -

(3) Revenue from customers C, D and E is generated from provision (3) REFFC  DREMKESHIEE K
of general building. BFERBESE -

4 OTHER REVENUE 4 H il i
2016 2015
—EB—XREF —E—RF
$'000 $'000
P T+
Bank interest income RITH BUWA 221 380
Others Efb 37 89
258 469
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (% S&4§885 - LABT25)

5 OTHER NET LOSS 5 HFEEiEe
2016 2015
—E—RE —E—hHF
$'000 $'000
Fr Tt
Net foreign exchange loss [ 5 1855 (236) (1,877)
Net gain on disposal of plant and equipment & /E K& & &8 U5 F 58 311 520
Gain on de-registration of subsidiaries EXLEYNG L€ - 412
Loss on disposal of a joint venture EABNEMNEIR (75) -
= (945)
6 PROFIT BEFORE TAXATION 6 BRBIADER

Profit before taxation is arrived at after charging/(crediting): BrBIRTE A TR (GEA) AN S IERIER

2016 2015
—NE —E—hF
$'000 $'000
Tr T
(a) Finance costs (a) WEREX
Interest on bank advances RITEFRHFE 3,007 2,269
(b) Staff costs (b) EIRAX
Salaries, wages and other benefits HE  TENHMET 436,082 377,912
Contributions to defined contribution REHFCRAGTEIHER
retirement plans 16,509 14,397
Less: Amount capitalised in respect of W FTALETE#E TR R SR
construction contracts and EHRBREHNERN ST
consultancy contacts in progress (417,588) (363,613)
35,003 28,696
() Otheritems (0 HmEE
Depreciation (note 11) e (1) 10,429 9,948
Less: Amount capitalised in respect of B FTALETE TR SR
construction contracts in progress BHEXRNEEE (8,577) (7,677)
1,852 2,271
Operating lease charges: minimum KEHERY
lease payments SEMBEK 20,572 15,438
Less: Amount capitalised in respect of B AT ALETEEITH
construction contracts in progress BESNEANSHE (11,274) (6,528)
9,298 8,910
Auditors’ remuneration ZE BN &
— Current year — KRFE 2,959 2,880
— Under-provision in respect of —BAFERETR
prior years - 1,024
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BB HRRN T

/\\/T\
(Expressed in Hong Kong dollars unless otherwise indicated) (FxSHE I - LUETZ5)
7 INCOME TAX 7 FEH
(a) Taxation in the consolidated income statement represents: (a) EREKERAMTRIEIE
2016 2015
—NE —E-hF
$'000 $'000
Tt Tt
Current tax — Hong Kong Profits Tax  BIHiFi1E — B RIEH
Provision for the year FE QB 21,865 15,525
Under/(over)-provision in respect of BAFERBETR
prior years (HBRam) 70 (217)
21,935 15,308
Deferred tax ERETIE
Origination and reversal of temporary R EREAE A N B[O
differences (364) 1,406
21,571 16,714
The provision for Hong Kong Profits Tax for 2016 is calculated —REBENEHBEHERFENMGET

(b)

at 16.5% (2015: 16.5%) of the estimated assessable profits

for the year.

16.5%) 5t &

ﬁ’éa%%ﬂmﬁﬂﬁ’ﬂas%(:%?—ﬁi:

Reconciliation between tax expense and accounting profit at (b) HEABEFENHBERZEZGT R
applicable tax rates: HIERRIAT -
2016 2015
—RE —E-0F
$'000 $'000
Tr T+
Profit before taxation R B A s A 127,682 89,070
Notional tax on profit before taxation, bR B M M R Z BIR
calculated at the rates applicable to (RHEE A AR ER
profits in the jurisdictions concerned PEF R R E) 21,059 14,682
Tax effect of non-taxable income BAMTRBRANT B2 (193) (131)
Tax effect of non-deductible expenses ARG E 575 2,910
Tax effect of current year's tax losses REZNAFERIBEE
not recognised Cokizhivs-Z - 8 18
Tax effect of utilisation of previous years'  KIERH KRB RBEEE
unrecognised tax losses HIAE BN IETE = (548)
Under/(over)-provision in respect BEFEBETR (BEEE)
of prior years 70 (217)
Others HAth 52 -
Actual tax expense BERIEFRY 21,571 16,714
F MEREEREBARRAA 159




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (% S&4§885 - LABT25)

7 INCOME TAX (Continued) 7 FiB® (&)
(c)  Income tax in the consolidated statement of financial position: (c) EREMBHRARABAER
(i) Current taxation in the consolidated statement of (i) #HREMBRARAKBIEATIEE

financial position represents:

2016 2015
—B-XE  —ZT-AF
$'000 $'000
T 7
Provision for Hong Kong Profits Tax S RE B B4
for the year 21,865 15,525
Provisional Profits Tax paid BT E RS (17,104) (14,222)
4,761 1,303
Balance of Profits Tax payable/ EHEBFFEERERMAFIE/HR,
(recoverable) relating to prior year G ENE S 557 (1,800)
5,318 (497)
Representing: &
Current tax recoverable AT e BN ER R IR (2,742) (4,947)
Current tax payable FETENEATR 1B 8,060 4,450
5,318 (497)
(ii) Deferred tax assets and liabilities: (i) EEHRBEEEREBE:
The components of deferred tax (assets)/liabilities ERERE M BARR R ARRRELT
recognised in the consolidated statement of financial BE(BE) /BENERBD KR
position and the movements during the year are as FAMEENT -
follows:
Depreciation
allowances
in excess of
the related
Deferred tax arising from: depreciation Tax losses Others Total
ikl abiig
REUTEENELTHE T ERE BIEEE Hith st
$'000 $'000 $'000 $'000
T T T T
At 1 January 2015 R-E—HF—H—H 3,491 (2,588) 3 906
(Credited)/charged to profit (3T A) 8%/ BE&ENG
or loss (345) 1,656 95 1,406
At31December 2015and ~ R-ZT—FR%F
1 January 2016 +-A=+—HK
I = 3,146 (932) 98 2,312
Credited to profit or loss FABHE (79) (285) - (364)
At 31 December 2016 R-Z—X"FE+-A
=+—H 3,067 (1,217) 98 1,948
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7 INCOME TAX (Continued) 7 FE8®E)
(c)  Income tax in the consolidated statement of financial position: (c) HAMBRREANAEGH : (17
(Continued)
(i) Deferred tax assets and liabilities: (Continued) (i) ELHBEEENEE: (&)
2016 2015
—RE —T-RHF
$'000 $'000
Tr FT
Net deferred tax assets recognised RERE B ISR R R A RERAY
in the consolidated statement of ELEFIBEEFE
financial position (1,217) (932)
Net deferred tax liabilities recognised ?%?l/:l\ B AR R TR A
in the consolidated statement of RIEFIBEREFRR
financial position 3,165 3,244
1,948 2,312
(d) In accordance with the accounting policy set out in note 1(p), (d) REBERWE1(p)TENSEER  BaR
the Group has not recognised deferred tax assets in respect of TEANBREEE RS EFEERMS -
cumulative tax losses of $2,522,000 (2015: $2,473,000) as it TR B] e AR AR FE AR TS vt B AR 85 ] it
is not probable that future taxable profits against which the BHRAMBIEEE R EBWER R
losses can be utilised will be available in the relevant tax FRIEE518 2,522,000 8 L (= —RHF :
jurisdiction and entity. The tax losses arising from Hong Kong 2,473,0008 ) EREERBEE - 1R
operations do not expire under current tax legislation. BIRITRBERN - BEEBEENR

TRER I B fEw o
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8 DIRECTORS' EMOLUMENTS 8 EEFHM
Directors’ emoluments disclosed pursuant to section 383(1) of the BIEEB(ARENYEIBNIERD R (HE
Hong Kong Companies Ordinance and Part 2 of the Companies EENGER RO 2R EMBEE  EEH
(Disclosure of Information about Benefits of Directors) Regulation BMan T -

are as follows:

Year ended 31 December 2016
BE-Z-Xt-A=t-HLEE

Basic salaries,

allowances Retirement
Directors’  and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
EXEE -
BRUREY RIKGHE
£ Xtk Fl& WETA 3 st
$'000 $'000 $'000 $'000 $'000
Tr Tr Tr T Tr
Executive directors BTES
Mr. Chan Ki Chun BB R4 - 1,585 - 73 1,658
Mr. Chan Chor Tung BRATE = 1,410 227 65 1,702
Mr. Yeung Cho Yin, William #5828 %&4 - 1,104 102 51 1,257
Mr. Yung Kim Man Nt - 1,327 146 60 1,533
Independent non-executive BIEHTEE
directors
Mr. Chan Kim Hung, Simon R &1 5 4 120 = = = 120
Mr. Jim Fun Kwong, Frederick  Z&) ¢ 54 120 - - - 120
Mr. Lam Leung Tsun MRERE 120 - - - 120
Total He 360 5,426 475 249 6,510
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8 DIRECTORS' EMOLUMENTS (Continued) 8 EEHFME)

Year ended 31 December 2015
BE-_T-RF+-RA=1t-BIFE

Basic salaries,
allowances Retirement
Directors' and benefits Discretionary scheme
fees inkind bonuses contributions Total
EA%S
R REY) RIKETE
2ok Mes BB xR @t
$'000 $'000 $'000 $'000 $'000
T T T Fr Fr
Executive directors HTEE
Mr. Chan Ki Chun BREUZ L4 - 2,065 - 73 2,138
Mr. Chan Chor Tung B REE - 1,413 230 63 1,706
Mr. Yeung Cho Yin, William BRELAE
(appointed on 1 January (RZZE—h%F
2015) —A—BEZT) - 1,089 60 49 1,198
Mr. Yung Kim Man BRINEE - 1,261 154 57 1,472

Independent non-executive BY FHTES
directors

Mr. Chan Kim Hung, Simon BRalE xR A

(appointed on 19 November ~ (R=Z—H%F

2015) T—-ATNBEZHE) 7 - - - /
Mr. Jim Fun Kwong, Frederick — Z#h5t %4

(appointed on 19 November (R=—Z—1%F

2015) T—RATHhBEZH) 7 - - - 7
Mr. Lam Leung Tsun WRELE
(appointed on 19 November (R=—Z—1%F
2015) +-AThBEZA) 7 - - - /
Total a5t 21 5,828 444 242 6,535
Notes: Bt &E
(i) No director received any emoluments from the Group as an inducement to join @ FR - BEEEAASERERERMSERRSIMA
or upon joining the Group or as compensation for loss of office during the year REESMAREEBGHEBSIERBRBE(ZT
(2015: $Nil). No director waived or agreed to waive any emoluments during the —hFE) - FR HEEEREXRERELM
year (2015: $Nil). e (—T—hEF: &)
(i)  The Company did not grant any share options for the purchase of ordinary (ii) FR - AXFLBRHEAEBBEADFLRBRN
shares in the Company during the year (2015: Nil). BlE(ZZ—hF  E)-
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9 INDIVIDUALS WITH HIGHEST EMOLUMENTS 9 EBeHFAL
Of the five individuals with highest emoluments, three are directors hEGmEmALTH B=2AREE(ZZ—1
(2015: three) whose emoluments are disclosed in note 8. The F:Z8) BENHFHNEAWESHHEE - B
aggregate of the emoluments in respect of the other two (2015: HNRE (ZE—RF - ME) ALHFMemEN
two) individuals are as follows: T
2016 2015
—E—XRE —E—hF
$'000 $'000
Srow T
Basic salaries, allowances and benefits in kind  E A4 « EBL R EWFIZE 2,770 2,665
Discretionary bonuses BB 234 520
Retirement scheme contributions RIRET BN 84 81
3,088 3,266
The emoluments of the two (2015: two) individuals with the highest FIRE(ZE—RF: MB)Ems ATHH
emoluments are within the following bands: BEA T SRR :
2016 2015
—E—XRE —E—hF
Number of Number of
individuals individuals
A N
Nil to $1,000,000 Z % 1,000,000 % 7T - -
$1,000,001 to $1,500,000 1,000,001 T2 1,500,000 7T 1 1
$1,500,001 to $2,000,000 1,500,001 7 7T 2 2,000,000 7T 1 1
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10 EARNINGS PER SHARE 10 SREF
(a) Basic earnings per share (@) BREXEF
The calculation of basic earnings per share is based on the BREXRBANIIBEBEARNT L BEERR
profit attributable to ordinary equity shareholders of the B FER & %1105,967,0008 T (—E—H
Company of $105,967,000 (2015: $71,962,000) and the 171,962,000 L) A R FEARNB T
weighted average of 400,000,000 shares (2015: 306,027,397 17 B9 0 4 F ¥5 $400,000,00008 ( = &
shares) in issue during the year, calculated as follows: — R 306,027,397 )t E - ;HEH
AT

The weighted average number of shares in issue during the AEEE_T-AFt+-A=+—HI1
year ended 31 December 2015 is based on the assumption FEDBETRMBMETF S T RERAR
that 300,000,000 shares of the Company were in issue, A &) B % 17300,000,000 % B& 17 ( & #E
comprising 100 shares in issue and 299,999,000 shares issued 100 R B B AT 1D RAR IR B LB AT
pursuant to the capitalisation issue, as if these shares were %%47#9299,999,000 & ik fn - RINZER
outstanding throughout the period from 1 January 2015 to PMR-ZZE—AF—A—BZELmAHH
the Listing Date, and 100,000,000 shares issued under the M—BEZETEN) RBBEERAFREEM
IPO. E£1T#) 100,000,000 &A% 5 °

2016 2015
—E—REF —E—hF
Weighted average number of shares &3 #0415 &
Issued ordinary shares at 1 January R—A—HBEZITZ2EBR 400,000,000 100
Effect of issuance of new shares under  RIE & X AR EZE1THALAY
the IPO (note 19(c)ii)) S22 (W EE 19(c)ii)) - 6,027,397
Effect of capitalisation issue (note 19(c)ii)) &AL EE1THIRZE (M 5% 19()(i)) - 299,999,900
Weighted average number of shares R+ A=+—H&
at 31 December EH g 400,000,000 306,027,397
(b) Diluted earnings per share (b) BREERF
There were no dilutive potential shares in existence during the REBZ_Z-—R"EFER-ZET—AF+=A
years ended 31 December 2016 and 2015. =+—BHIEFE - WEBEEERG

—E-RFRH MREEXREEEARAA 165




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (% S&4§885 - LABT25)

11 PLANT AND EQUIPMENT 11 BERRE
Machinery Furniture
and Motor and
equipment vehicles fixtures Total
B REE AE FEAREE st
$'000 $'000 $'000 $'000
T+ T+ T+ T+
Cost: A
At 1 January 2016 RZZE—XRF—H—H 28,171 58,851 4,538 91,560
Additions NE 1,149 9,374 144 10,667
Disposals HeE (304) (2,778) (43) (3,125)
At 31 December 2016 RZZE—RE
+=—A=+—H 29,016 65,447 4,639 99,102

Accumulated depreciation: ZEHITE :

At 1 January 2016 RZE—XRE—H—H 23,729 37,343 3,405 64,477
Charge for the year FRINE 1,683 8,429 317 10,429
Written back on disposals &R O (304) (2,645) (4) (2,953)
At 31 December 2016 RZT—RF

+=-—A=+—H 25,108 43,127 3,718 71,953
Net book value: BRIEFE -
At 31 December 2016 RIE—RF

+ZA=+—H 3,908 22,320 921 27,149
Cost: A
At 1 January 2015 R-ZZE—RF—HF—H 26,909 57,191 4,522 88,622
Additions = 2,490 4,725 43 7,258
Disposals e (1,228) (3,065) 27) (4,320)
At 31 December 2015 R-ZE—HEF

+=-—A=+—H 28,171 58,851 4,538 91,560

Accumulated depreciation: ZFHITE :

At 1 January 2015 R-ZE—RHF—H—H 23,429 32,007 2,886 58,322
Charge for the year FERNITE 1,528 7,874 546 9,948
Written back on disposals HE R o) (1,228) (2,538) (27) (3,793)
At 31 December 2015 RZZE—RF

+=—A=+—H 23,729 37,343 3,405 64,477
Net book value: BREFE
At 31 December 2015 R-ZE—RHF

+=—A=+—8 4,442 21,508 1,133 27,083
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12 INVESTMENTS IN SUBSIDIARIES 12 RANBATRNRKRE
The following list contains the particulars of subsidiaries as at 31 TREIJNRZZFE—A"F+A=T—BKB
December 2016, all of which are private companies and the class of RNEIZFHE  BRBRBEEBEI  THEHB
shares held is ordinary unless otherwise stated. RERILE R R AR AR AT R
Percentage of ownership interest
FERESEEAL
Place of Particulars of
incorporation/ issued and Group's Held Held
establishmentand  paid-up capital/ effective by the by a
Name of company business registered capital interest Company subsidiary  Principal activities
ML R ERTRBER rEE N L) PN
ARER REXHH K/ EMERFE ERER BB BE IEXH
Build.it Limited Hong Kong 100 shares 80% - 80%  Consultancy services
BEENERERAR 0 1008 80% - 80%  EERRH
Chit Cheung Construction Hong Kong 850,000 shares 100% - 100%  Construction and civil
Company Limited engineering
REREBRAAF BE 850,000 % 100% - 100% BERTIATE
Consent Consultants Limited Hong Kong 1 share 100% - 100%  Project consultancy
service
FEERBRAAF BE 1k 100% - 100% ERERRB
Everfirst Profits Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
Everfirst Profits Limited EREXES 1REE 1 ETH 100% - 100% AR
B fn
Fujitac Construction & Engineering  Hong Kong 1 share 100% - 100%  Construction-related
Consultants Limited consultancy services
ETERERIRERERAR BE 1R 100% - 100%  BEBBOERRS
Grand Win Design Consultants Hong Kong 1 share 100% - 100%  Construction design
Limited and consultancy
services
BIERABERBRAF BE 15 100% - 100%  BERGRERRE
High Horse Holdings Limited British Virgin Islands 10,000 shares 100% - 100%  Investment holding
of US$1
BEERBBERF RBRUHE 10,0008 100% - 100%  ®EERR
EfE 1 ETHRG
High Regard Holdings Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
BERERBBEANA RERUHE 1IREE 1 57T 100% - 100%  HEZK
)
Intercede International Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
Intercede International Limited EBEZHS TREE1ETH 100% - 100%  REER
&in
Linktech Engineering & Landscape ~ Hong Kong 1 share 100% - 100%  Consultancy services
Consultants Limited
EETRNEMRBERERAR BE 11 100% - 100%  EERTARE
Sun Fook Kong — Chit Cheung Hong Kong N/A 100% - 100%  Construction and civil
Joint Venture? engineering
Sun Fook Kong — Chit Cheung 0 TER 100% - 100%  HERTAIR

Joint Venture*

MREEXREEEARAA
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(BrAEIEHI -

12 INVESTMENTS IN SUBSIDIARIES (Continued)

The following list contains the particulars of subsidiaries as at 31
December 2016, all of which are private companies and the class of

shares held is ordinary unless otherwise stated. (Continued)

A TTE5)

12 RBARNKRE @)

—ANFtZA=1T—HKB
BrRmBIEHIN

Ti’%%@ﬂ R=-F
NElZFHIE

kil

RNEEGRMERRBMFERNDERN R LB

B - (&)

Percentage of ownership interest

FERESEAL
Place of Particulars of
incorporation/ issued and Group's Held Held
establishmentand  paid-up capital/ effective by the by a
Name of company business registered capital interest Company subsidiary  Principal activities
TEM AR/ L BRIRARR AEE NG| WEAH
AREB REXHH K/ EMERFE BERER 2] 5 IEEH
Sun Fook Kong (Civil) Limited Hong Kong 7,000,000 shares 100% - 100%  Civil engineering and
maintenance
g (LA BRAF BE 7,000,000 8% 100% - 100% TARIBRRE
Sun Fook Kong Construction Hong Kong 1,200,000 shares 100% - 100%  Building construction
Limited and maintenance
mEEEEERR BE 1,200,000 100% - 100% BFRERRE
Sun Fook Kong Construction Hong Kong 10,000 shares 100% - 100%  Project management
Management Limited services
MEEIRREERERAR BE 10,000 % 100% - 100% BEEERHB
Sun Fook Kong E &M Hong Kong 4,700,000 shares 100% - 100%  Hiring out of plant
Management Limited and machinery and
undertaking
electrical installation
work
MEAHEIRER B 4,700,000 100% - 100% H#E=EER
K HER
AEERLELIR
Sun Fook Kong Engineering Limited Hong Kong 2,000,000 shares 100% - 100%  Civil engineering
MERIRERAT BE 2,000,000 % 100% - 100%  TARIRE
Sun Fook Kong Holdings Limited British Virgin Islands 10,400 shares of 100% 100% - Investment holding
US$1 each and building
construction
HiEBERER AR RBRUHEE 10,400 R 5 & 100% 100% - REBRR
N0 BFRE
tn
Sun Fook Kong Housing Services Hong Kong 12,100,000 shares 100% - 100%  Housing management
Limited services
MEEETREERAR BE 12,100,000 i 100% - 100% FEEERH
SFK Housing Services Hong Kong 10,000 shares 100% - 100%  Investment holding
(China) Limited
MRAETRE (TE)ERAR  BE 10,0008 100% - 100%  ®EEK
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12 INVESTMENTS IN SUBSIDIARIES (Continued) 12 RANBARINKRE (&)
The following list contains the particulars of subsidiaries as at 31 Ti’%%&ﬂ ANZE-—RE+ZA=1T—8WE
December 2016, all of which are private companies and the class of RNEZF#E  BRBRBEEBEI  THEHB
shares held is ordinary unless otherwise stated. (Continued) NAYRLEARBAFFROER R B
W&o ()

Percentage of ownership interest

FERESEDL
Place of Particulars of
incorporation/ issued and Group's Held Held
establishmentand  paid-up capital/ effective by the by a
Name of company business registered capital interest Company subsidiary  Principal activities
FEMBL R L BRTRAZR AEE N KR AR
ARER REXBE K/ EMERFE BERER B8 B8 IEEH
Sun Fook Kong Joint Venture Hong Kong N/A 100% - 100%  Construction and civil
engineering
Gt NG BE TER 100% - 100% BERIATE
Sun Fook Kong Themeworks Hong Kong 100 shares 100% - 100%  Investment holding
(Hong Kong) Limited
mEEROHE(ER)BRAR BB 100/% 100% - 100%  HEZK
Sun Fook Kong Themeworks Macau 2 shares of 75% - 75%  Construction and civil
Production (Macao) Limited” MOP12,500 each engineering
HRBTORECRP) BARARA R 2 EREE 75% - 5%  RBERIATR
12,500 R FTHE&)
Bfn
BILEENEERERAE*N  The PRC US$800,000 100% - 100%  Building
management and
property
consultancy
HLESNEERERAR  BE 800,000%7T 100% - 100% BEEERME
g
# These entities are unincorporated bodies. # ZEBRTIEE NHALH RIS -
* This entity is a wholly foreign-owned enterprise. . REBRINEBEERE -
A This entity is not audited by KPMG. " ZERBAREETHG TR EBIEZ -
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13 INTEREST IN JOINT ARRANGEMENTS AND
AMOUNT DUE TO A JOINT VENTURE

(a)

Interest in joint ventures and amount due to a

13 REERGNEERENSE
|

(a) REELENERZRENSE

B ER

i

joint venture MIE
2016 2015
—E-XRE —E—T1F
$'000 $'000
SPon Fx
Share of net assets TEFEE 2,067 364
Amount due to a joint venture (note) FER& & ERTE () (1,032) (591)

Note: The amount due to a joint venture is interest-free, unsecured and
repayable on demand.

(i) Details of the Group’s interest in the joint ventures,
which are accounted for using the equity method in the
consolidated financial statements, are as follows:

MR BN AEREFETHE  BER - AR

() AEERGELEROERRAER
FEEEAVBHRRIE HBEQ

™
Percentage of ownership interest
FrERERE AL
Form of Place of Group's Held Held
business incorporation effective by the by a
Name of joint venture structure and business interest ~ Company  subsidiary  Principal activities
TR K 50 AR HWEAR
RELEER FRRRFS  EX#E BRER ®E BE IEZEE
Sun Fook Kong — Kun Fai Incorporated Macau 50% - 50%  Building construction
Engineering and and public works
Construction Co., Ltd.
MiEE—EBREIRARAF  HMtKu i 50% - 50% BTRERALIR
Note: During the year ended 31 December 2016, the Group disposed i REBEZZ—A~"F+ZA=+—HL

170

all 50% equity interest in Tak Wah engineering Company
Limited to another joint venture partner and other independent
third parties, and recognised in a loss on disposal (note 5).

SFK Construction Holdings Limited

FE - FEERS-—RAERESR
AR E AL 5 = 77 U R Tak Wah
Engineering Company Limited &) & &b
50% AR - 3 KA 5 18 AR (FY
#5) -
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13 INTEREST IN JOINT ARRANGEMENTS AND 13 NREETHNERZRESEELER
AMOUNT DUE TO A JOINT VENTURE (Continued) I8 (42)
(a) Interest in joint ventures and amount due to a () REELENEZRESEELE
joint venture (Continued) FRIE (&)

(i) The joint ventures in which the Group participates, are (ii)
unlisted corporate entities whose quoted market prices
are not available.

Aggregate information of joint ventures that are not BRmE L TEANEELENE
individually material: FTER
2016 2015
—~F —ZE-hF
$'000 $'000
T T
Aggregate carrying amount of joint BEDERGEMBRERD
ventures in the consolidated financial BERME(E
statements 2,067 364

Aggregate amounts of the Group's share KEB D EZEAE D%
of those joint ventures’ profit/(loss) for — FE R A (Ei8) K&

the year and total comprehensive eI L]
income 945 (3,384)
(b) Interest in joint operations (b) REEEKNER

In addition to the joint ventures as listed in note 13(a), the BT 13a) FTEI A L2 - KAEE T
Group has also established joint arrangements with outside BEINFRBEAK LR L - UHA
contractors to undertake general buildings and civil KEMFRERE-—REFR T ARIRE-
engineering in the form of joint operations. In accordance REWwE HZEEREBTHEEN
with the agreement, the decisions about relevant activities in ARBARKZARGHENS T —HRAER
these entities require unanimous consent of the parties FAEE  AMEEREKBEBIRERS
sharing control and, therefore management has accounted EEETEABE o

for the investments as joint operations.
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13 INTEREST IN JOINT ARRANGEMENTS AND 13 REERTHNRERRENSEELER
AMOUNT DUE TO A JOINT VENTURE (Continued) H(E)
(b) Interest in joint operations (Continued) (b) REEEKNER(E)
Details of the Group's interest in the material joint operations, REEREAREGEEBREBEER
all of which are accounted for using the line-by-line basis to REBRAEEBNIERIE  EXE
the extent of the Group's interest in the joint operations, are EEBHERFEOT
as follows:

Percentage of ownership interest

FERERAEAL

Form of Place of Group's Held Held

business incorporation effective by the by a
Name of joint operation structure and business interest ~ Company  subsidiary  Principal activities

5]

e aE AR AEE ARAFH AT
BELXER R BN BRER Eexo) BE IEER
Sun Fook Kong — Biwater Joint Venture  Unincorporated Hong Kong 66.16% - 66.16%  Civil engineering
Sun Fook Kong — Biwater Joint Venture % Attfiz EE 66.16% - 66.16% TATIE
CEC—CCC Joint Venture Unincorporated Hong Kong 40% - 40%  Civil engineering
RETR —REREkE BEAML i 40% - 40% TAIE
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14 GROSS AMOUNT DUE FROM/TO CUSTOMERS FOR 14 W &N IREFHAEH

CONTRACT WORK
2016 2015
—E—E —E—RF
$'000 $'000
Tt T
Contract costs incurred plus recognised BE A S AR AN 2 HERRam FR
profits less recognised losses BEREE 8,165,081 5,651,287
Less: progress billings received and receivable & @ & Ut R IEWE E R (7,719,209) (5,157,503)
445,872 493,784
Representing: 1
Gross amount due from customers BUWEATIREFEE
for contract work 570,330 655,492
Gross amount due to customers EREaHTIRRRF#A%E
for contract work (124,458) (161,708)
445,872 493,784
All gross amount due from/to customers for contract work are TEHIA B NEHNIREFBEERN—F
expected to be recovered/settled within one year. M E,EE -
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(BABEAIN - WBTZF)

15 TRADE AND OTHER RECEIVABLES

174

15 EWEZERARHEMEKRKIE

2016 2015

ZE-RF —hEF

$'000 $'000

Fx Tt

Trade debtors FEUWE Z IR 314,282 317,319

Deposits, prepayments and other receivables %24 - A 708 K £t jE Y 5008 39,502 30,365

Amounts due from related companies JiE U A B N A 0B (B REG))

(note (i) 10,285 8,028
Amounts due from joint operation partners  JEUTA 4 2 75 B L 18 (P E (i)

(note (ii)) 27,789 2,258

Retentions receivable FEUIR 7 132,831 155,406

524,689 513,376

Notes:

(i)

(iii)

(a)

The amounts represent trade balances due from subsidiaries of Great Eagle
Holdings Limited for the provision of housing management services. The
balances are under similar terms it provides to other customers.

The amounts due from joint operation partners are interest-free, unsecured and
repayable on demand.

Except for the amounts of $74,028,000 (2015: $71,188,000) which are
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.

Ageing analysis

As at the end of the reporting period, the ageing analysis of
trade debtors and trade balances due from related companies
(which is included in trade and other receivables), based on
the invoice date (or date of revenue recognition, if earlier) is
as follows:

GEE

(i)

(iii)

(a)

FZHRRERREREEEEREEKEEESERR

RAZMBARNE Dt - ZEEHRIIRER
Hih g PRt ERE -

FEIRA EEBRH AT E - BERRARE
Zi%“i

74,028,000/ 7L ( == — A F : 71,188,000 7
T0) K ZIETERE R — F R KREN - BIRE SR
AREMERFBER AR T ERTEEER —FR
Iz o

AR O T

R|EBAR - ERNEEAASREER
HEI(AREE RE) HEKE SRR
LKA BINE S GEARKE
2 BR R B HoAth & M R IR ) B9 BR e 9 AT 40
T~

2016 2015

— X —HF

$'000 $'000

T Tt

Within 1 month 1MEAA 263,006 262,963
Over 1 to 2 months 1Z221@A 55,345 57,691
Over 2 to 3 months 2Z31@A 4,377 3,992
Over 3 months HBiE31E A 1,839 701
324,567 325,347
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A TTE5)

15 TRADE AND OTHER RECEIVABLES (Continued)

(a)

(b)

(9

Ageing analysis (Continued)

Trade debtors are due within 14 — 30 days from the date of
billing. Further details on the Group’s credit policy are set out
in note 20(a).

Impairment of trade debtors

Impairment losses in respect of trade debtors and trade
balances due from related companies are recorded using an
allowance account unless the Group is satisfied that recovery
of the amount is remote, in which case the impairment loss is
written off against trade debtors directly (see note 1(i)(i)).

At 31 December 2016 and 2015, none of the trade debtors
are considered to be impaired.

Trade debtors that are not impaired

The ageing analysis of trade debtors and trade balances due
from related companies that are neither individually nor
collectively considered to be impaired are as follows:

15 BWEZERAREMEKRE @)

(a)

(b)

(c)

ARl DA (42)

ERE ZRFEEEAEBI14E30HA
BlIff - EAAKEEEEERMNEMFR
BAMIEE20() °

PR B 5 BR =R (E

R E ZRFAR KRB AR E S S
HREREEBBRRBBRERIIR - HEHA
S ERE WO ZERAEN A B IEERE
AR EE R E Z IR WS R3ME (R
BEEE10)0)) °

RZE-—RNFERZE—HAF+=A
=—t—8 HErAEENEREZER
WAR ARAE

I R E R BN E 5 R

I AE R Sk HE R A RENERE 5
R A K FEUR BRI A B B 5 A A I BR iR
DT ¢

2016 2015

=F-XF i

$'000 $'000

Fr Fi

Neither past due nor impaired BR 8 B IR R E 310,910 317,830

Within 1 month past due BERZ1EA 8,318 5,620

Over 1 to 2 months past due BEA1 =28 A 3,495 820

Over 2 to 3 months past due BHA2 &= 3E A 48 581

Over 3 months past due i BRER A 3 1E A 1,796 496
__________ 13,657 7517,

324,567 325,347

Receivables that were neither past due nor impaired relate to
a wide range of customers for whom there was no recent
history of default.

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track
record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has not been a
significant change in credit quality and the balances are still
considered fully recoverable.

BE 4 260 5 T AR R (B 6 R MR IRDS R K B
W RN HENES -

BHME I ERE R B BUR S R FF S E
AEBEZBAFERFEELENELE
B iRBBERR EEERSHEAN
ZEEMEHRERE  REREEL

Yem o

MREEXREEEARAA
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16 CASH AND CASH EQUIVALENTS 16 ReERBRESEEY
(a) Cash and cash equivalents in the consolidated statement of (a) REEFBURARRGEARERERD
financial position and consolidated cash flow statement ReRBLEFEBMERTRFERSE -

represent cash at bank and in hand.

(b) Major non-cash transactions (b) FEHFREXRSH
During the year ended 31 December 2016, there were BHE_Z—RE+_A=1T—HILFE
proceeds from bank loans of $732,000 directly transferred to HEEERITE TS IE 732,000
trade creditors to settle the trade balances. These proceeds TERNESGRR  UNEEB S &4 -
from bank loans had no cash flow impact to the Group. There ZERITEFRMEHIBHREB W &R
was no such transaction during the year ended 31 December eHMEVE - HE-_ZT—RAFTZA
2015. =+ —ALFETEZERS -

17 TRADE AND OTHER PAYABLES 17 BEHESZRIRAREMENSRE

2016 2015

A= —T-hF

$'000 $'000

Fx Tt

Trade creditors JETE SR 315,188 187,210

Accruals and other payables JEET B A I Bt A~ FRIE 175,427 340,279
Amounts due to joint operation partners &R EFBHNTE

(note (i) (P 3E ) 7,480 17,829

Retentions payable ERHRES 176,685 167,223

674,780 712,541

Notes: fsT -

(i) The amounts due to joint operation partners are interest-free, unsecured and (i) A EERBHENFIERTE « BIEHRAER
repayable on demand. ERER -

(ii) Except for the amounts of $85,356,000 (2015: $68,497,000), all of the (ii) [ 85,356,000/8 jt( — =& — f 4 : 68,497,000
remaining balances of trade and other payables are expected to be settled T0) BYFRIESN - R 5 AR AR B EL fh R A SRIB B
within one year. R THERTERER—FAEE -

As at the end of the reporting period, the ageing analysis of trade RERR  ERNEZAHNENESERY

creditors, based on the invoice date, is as follows: BRER DAL T -

2016 2015
AL —ET-hF
$'000 $'000
FT Tz
Within 1 month 1@ AR 256,496 168,019
Over 1 to 2 months 1221@A 50,602 13,911
Over 2 to 3 months 2E31EA 3,001 2,677
Over 3 months 88 3 & A 5,089 2,603
315,188 187,210
176 SFK Construction Holdings Limited Annual Report 2016
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18 BANK LOANS

18 RITER

2016 2015
=EF-XF S
$'000 $'000
Fx Tt

Bank loans, repayable within 1 year RITER - —FREE
— Secured — BiEH 45,000 100,000
— Unsecured — 3 55,732 55,000
100,732 155,000

As at 31 December 2016, the bank loans bear interest
ranging from 1.97% to 2.67% (2015: 2.12% to 3%) per
annum.

As at 31 December 2016 and 2015, the banking facilities
(including bank loans 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 $19,941,000 (2015:
$19,862,000);

(iiiy  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.

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 20(b). During the year ended 31 December 2016, none
of the covenants relating to the drawn down facilities had
been breached (2015: $Nil).

(a)

(b)

(0

R-ZZE—RE+-_A=+—08 " BIE
BIRFERNEI197% E267%(ZZE—TF
F212%FE3%):5TE -

RZE—-—RNEFRZZF—AF+=A
=t+—H BFEAEE - AEEEEE
BRAEESECEMRITRE (BER
TEFRRBLORE) —RATISEER
o

() WEARELETREAD AKHE
BEXBRAKESEEEMNAR
FTS5R

(i) AEEDSIKFF 19,941,000

7t( = F — H F 19,862,000
T

(i) —FHHBARRAELRBHEHR
MERER AECEBHMER
MRAMEREERER &

(iv) ARREFEMERERARANAF]
FMETHWBRRRHEMNRZNEERE
& °

AEBEMARITREDAFE TREE
RETAEE  WREBRELNES R
BBERWEEZH - WAEEZRZ
M FTRBBRERRERER - A%
BERERHEERETRERL - EH
rEEERERBESRRONE - TFHIT
R 200) c BE-T—RF+A
=t HIEFE AEEfERRER
ROMBEABNRE(ZT—0F:
) o
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19 CAPITAL, RESERVES AND DIVIDENDS 19 BX  #FERRE
(a) Movement in components of equity () HERBIEH

The reconciliation between the opening and closing balances REHEGERRS OB KBRS
of each component of the Group’s consolidated equity is set ’E‘%Eﬁﬁ%%&ﬁ(‘?é*&ﬁﬁiﬁ% °
out in the consolidated statement of changes in equity.

Details of the changes in the Company’s individual QA E BB H D B FE Y RFER
components of equity between the beginning and the end of EEFEHINNT

the year are set out below:
The Company b /N

Share Share Other Retained
capital premium reserves profits Total
BRA RORE HtRFE REER act
Note $'000 $'000 $'000 $'000 $'000
BiEE T Fr Fr T T

At 1 January 2015 R-ZE—R&%—A—H - - 81 62,543 62,624
Profit and total FREM R
comprehensive income FEWEERE
for the year - - - 42,123 42,123
Capitalisation issue BRI BT 19(c)ii) 30,000  (30,000) - - -
Issue of new shares under BEERAREE
the IPO, net of issuing BATHIR -
expenses HREITHRX 19(c)ii) 10,000 112,867 - - 122,867
At 31 December 2015 RZZ—h%F
+=-A=+—H 40,000 82,867 81 104,666 227,614
At 1 January 2016 R-ZE—X"F—A—H 40,000 82,867 81 104,666 227,614
Profit and total FRiEM &
comprehensive income FEWEERE
for the year - - - 106,374 106,374
Dividend approved in F—FERAENRS
respect of the
previous year 19(b)(ii) - - - (100,000) (100,000)
Dividend declared in KEECEERKRE
respect of the
current year 19(b)(i) - - - (36,000) (36,000)
At 31 December 2016 RZT—RF
+-A=+—H 40,000 82,867 81 75,040 197,988
178 SFK Construction Holdings Limited Annual Report 2016
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(b) Dividends

0]

19 CAPITAL, RESERVES AND DIVIDENDS (Continued) 19 BX - FERRE#E)
(b) KB (&)
Dividends payable to equity shareholders of the () FRAEARKRQAFEZBRRZEE
Company attributable to the year
2016 2015
—RE —T—AfF
$'000 $'000
T T
Interim dividend declared and paid BEIR MR 2P HRE
of 9 cents (2015: $Nil) per TR @A 9L
ordinary share —RF =) 36,000 -
Final dividend proposed after the end R ¥4 AR B HHR S 2
of the reporting period of 17.5 cents  FREANE B A% L 3@A%
(2015: 25 cents) per ordinary share  17.5% 1l (ZZT—F 4 :
25784l) 70,000 100,000
106,000 100,000
The final dividend proposed after the end of the RERE BR B BRI 2 REAAR B
reporting period has not been recognised as a liability at ARRERRERRERE -
the end of the reporting period.
Dividends payable to equity shareholders of the (i) FRAMERKSZA—HFEEZ

(ii)

Company attributable to the previous financial
year, approved and paid during the year

FEaAATERERRIKTZRE

2016 2015
—E-REF —hF
$'000 $'000
FT T+
Final dividend in respect of the R AR RIS 2 BLAT
previous financial year, approved —FEBEBE 2 RAKRE
and paid during the year, SRR (5 25 781U
of 25 cents (2015: $Nil) per share —E—RFEF) 100,000 -
et EREEER A A 179
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19 CAPITAL, RESERVES AND DIVIDENDS (Continued) 19 EBEXFX - #FEERERE @)
(c) Share capital () B
2016 2015
—E-RE “T-1F
No. of Amount No. of Amount
shares $ shares $

Ko #A SHEET ingiE SEAET

Authorised: EERAE
At 1 January »—A—H 10,000,000,000 1,000,000,000 936,000 93,600
Increase in authorised share capital & ERRAIE 0 (FHEE ()
(note (i) - - 9,999,064,000 999,906,400
At 31 December RtZRA=+—H 10,000,000,000  1,000,000,000 10,000,000,000  1,000,000,000
Ordinary shares, issued and ERTHARLER:
fully paid:
At 1 January w—HA—H 400,000,000 40,000,000 100 10
Capitalisation issue (note (ii)) BRI BT (B (i) - - 299,999,900 29,999,990
Issuance of new shares under the BEENDHBERTHR
IPO (note (iii)) (B &E (i) = - 100,000,000 10,000,000
At 31 December R+-—A=1+—H 400,000,000 40,000,000 400,000,000 40,000,000
The holders of ordinary shares are entitled to receive dividends RS E ABRKEIE SRS
as declared from time to time and are entitled to one vote per WEEREAAT S FHERRBHIE—
share at meetings of the Company. All ordinary shares rank E AL ERAAARFSREESZTE
equally with regard to the Company’s residual assets. FIERERN -
180 SFK Construction Holdings Limited Annual Report 2016




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

/T\

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

BB HRRN T

19 CAPITAL, RESERVES AND DIVIDENDS (Continued)

gl

g

(9]

(d)

~
s

Share capital (Continued)

Notes:

(i) On 12 November 2015, the Company increased its authorised share
capital from $93,600 divided into 936,000 ordinary shares of $0.1 each
to $1,000,000,000 divided into 10,000,000,000 ordinary shares of $0.1
each of an additional 9,999,064,000 ordinary shares of $0.1 each.

(ii) On 19 November 2015, pursuant to a written resolution of the sole
shareholder of the Company, the Company allotted and issued
299,999,900 shares of $0.1 each to the existing shareholder of the
Company. This resolution was conditional on the share premium
account being credited as a result of the Company’s IPO and pursuant
to this resolution, a sum of $29,999,990 standing to the credit of the
share premium account was subsequently applied in paying up this
capitalisation in full upon the Listing Date.

(iii) On 10 December 2015, the Company's shares were successfully listed
on the Stock Exchange following the completion of its IPO of
100,000,000 shares of $0.1 each issued at a price of $1.35 per share.
Proceeds of $10,000,000, representing the par value of shares issued,
were credited to the Company’s share capital. The remaining proceeds
of $125,000,000, after deducting issuing expenses of $12,133,000,
were credited to the share premium account.

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(s).

19 &X  RERKRE @)

(c)

(d)

&N

(i) R-ZT—RFE+—A+=A KAQEERBE
5% #8451 9,999,064,000 i G X EE £ 014 7T
& 3B AR 18 % T B AN 93,6007 (D A
936,000k FREE 0.1 B T FiBAR) L=
1,000,000,0007% 7t ( % % 10,000,000,000 A&
FREEO BT L EA)

(ii) RZE—RE+—A+NB REXQAE
—RBREBANBEAER  ARAAARDF
I8 8 SR AL 3 2 %17 299,999,900 L F AR EIE
0.1 BTTRARID © FLRBERA/FAD AR
BIRAARGBRAAAEEMELERES
AEE  MIBEBRZRER  ROEERAR
% #229,999,9908 L 1A B R £ A HI A
RER  2EHRZBEARCET -

il RKR-EBE—RHE+-A+EERBEERAMHN
BERTA1.358TAERETT 100,000,000
MG EE 0.1 BTN & - ANA R
HAE B A2 BT £ © FT48 5X18 10,000,000 7% 7T
(BIB BT EE) Bt ARDQEIRRA
LA BT 12,133,000 0% FTE
TE #4358 125,000,000 8 7T 2 5t AR B R

RENMEEREN
(i) BHHE
hhaBERcERYBERE
—HN—FRRNVEEA0FERE -

(i) BEXRHE
RRBNERFEN _TENF—
AEREBERRES -

(i) ERAE
PE St B R R BRSO R TS B TS 1R
RELEMMAINEZSE -

EBIREH 1) T B TR IE
8
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19 CAPITAL, RESERVES AND DIVIDENDS (Continued)

182

(e)

Capital management

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 2016, the Group's strategy, which was unchanged
from 2015, 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.

SFK Construction Holdings Limited

19 &X  RERKRE @)

(e)

EXRER
AEBEREANEZARIREAE
BRI AL E ML - EBERERK
FHREENEERSEMAGERAES
BE NMESERRREREBEAHE
M s AR & A R Fa

AEBRBEERHEARBETRE
MER - LERABROER (AR
fEEKF L7 B R 4 #) B ASHRR 5 2R A0
of g R ARIE 2 PR ARG T 1 0 e
RENEB(CHERRBIELHE

AEEZREHABRFEFRHEAR LT
EREREARE -BUME KRR
FEBRAEREEE (BEABEERR
f%?ﬁ)ﬂﬁ%&iﬁﬁgﬁ'«% o MEARHA
NEERBER BB DB

—E-RF AEELEE-_T—HFHN
RES BEARFEBHERL R
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19 CAPITAL, RESERVES AND DIVIDENDS (Continued)

(e) Capital management (Continued)

The Group’s adjusted net debt-to-capital ratio at 31
December 2016 and 2015 was as follows:

19 BX - @ERKRE )
(e) BAEE(H)

REBR-ZT-—REFR-_T—AF+=
A=+ ANRRARFEHFHEARLEX

m
2016 2015
—RE —E—0F
Note $'000 $'000
BEE T T
Cash and cash equivalents REREESZEY 16(a) 215,828 297,269
Less: Bank loans W IRITER 18 (100,732) (155,000)
Net cash H4IE8E 115,096 142,269
Total equity attributable AATRERERE
to equity shareholders PELaRE S
of the Company 451,749 481,948
Net debt-to-capital ratio FEEHERLE N/ATREA N/A 713 FB

Neither the Company nor any of its subsidiaries are subject to
any externally imposed capital requirements.

AR E) R B AR B & B9 A AT S AR A AN

VB AR EFR
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20 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.

184

(a)

Credit risk

The Group’s credit risk is primarily attributable to bank
deposits, gross amount due from customers for contract work
and trade and other receivables. Management has a credit
policy in place and the exposures to these credit risks are
monitored on an ongoing basis.

Cash is deposited with financial institutions with sound credit
ratings and the Group has exposure limit to any single
financial institution. Given their high credit ratings,
management does not expect any of these financial
institutions will fail to meet their obligations.

In respect of gross amount due from customers for contract
work and trade and other receivables, before entering into
construction contracts, assessment of the potential customers
is carried out as part of the acceptance procedures for the
new contracts. These assessments 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.

SFK Construction Holdings Limited
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BHEEREEREMTIAAFE
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20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (Continued)

(a)

(b)

Credit risk (Continued)

Regular review and follow-up actions are carried out on
overdue amounts of trade receivables from customers which
enable management to assess their recoverability and to
minimise the exposure to credit risk. 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's exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the
industry or country 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, 36% and 78%
(2015: 28% and 76%) of the total trade receivables was due
from the Group’s largest customer and the five largest
customers respectively.

Except for the financial guarantees given by the Group as set
out in note 22, 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 22.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from trade and other receivables
are set out in note 15.

Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short term
investment of cash surplus and the raising of loans to cover
the expected cash demands, subject to approval by the
Company'’s board of directors when the borrowing exceed
certain predetermined levels of authority. 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 committed
lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer term.

20

MEEREEREMIAEAFEE)

(a)

(b)

&R (E

AEEHEPHNEWE ZEFOHSE
HEITE BT REREVRE TR - (B 18
EBEUFHEETREMY - BEERBRE
EHEKFE - BKESEFEEEAH
RI4EIIARNIEH - —ME - ~&EH
TEEREFPREHERD -

AEEERNEERRIEZEERPN
BRI IR P A & FTE M TT ¥ 5=
K2 AEERRRESTMNE
NEZRAEELHERNRFEEEAR
MESELE - RAREHR  BREBE SR
RBEBHRHRIB36% R78%(ZZF—F
F:28% K76%) RIEERAEBHEARE
FRAKXNEFPHIEA °

B I FE22 ATl AN 52 B 4 S A9 BE A 4R R
Oh - REBUWERRSEAEERAZ(E
EREAEAEMER - RBEER -
RZETHERMATHNEXNEERR
SEYYE

FEAEEREKRE SR K HMER
REAREERRNE 2 IFE
HAMIEE5 ©

REBETER
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20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (Continued)

(b) Liquidity risk (Continued)

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
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the end of the reporting period) and
the earliest date the Group can be required to pay:

20 MHEABEEREMIAEAFEE)

(b)

REBESRE(E)

TRINTRBERRANEETES B
BEMNBRTAOINBBER  HERAHL
AERRERE(BEREON X (1S
FE - AIRmEMRE RN ) SHED
FMEMNF) RAKE AR ZL KO KE
B HIOHT -

At 31 December 2016
R-ZE-"E+-A=t-H

Contractual undiscounted cash outflow

BRRERRERL
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
1R 180 L 260 E
REXRE B25R B55R st REE
$'000 $'000 $'000 $'000 $'000
T T T T T
Trade and other payables EREZERR
AR TE 498,095 - - 498,095 498,095
Retentions payable ERRER 91,329 45,106 40,250 176,685 176,685
Amount due to ajoint venture  ENAZNEFUR 1,032 - - 1,032 1,032
Bank loans FITER 100,928 - - 100,928 100,732
691,384 45,106 40,250 776,740 776,544
Financial guarantees issued: 2% & BHER :
Maximum amount guaranteed HSERSE
(note 22) (Ffi7E22) 228,181 - - 228,181 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ S&4§885) - LABT25I)

20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 20 M¥EREERESHMTIAEAFREE)
OF FINANCIAL INSTRUMENTS (Continued)

(b) Liquidity risk (Continued) (b) RBESRER (&)
At 31 December 2015
RZE-RFE+-_A=+—H
Contractual undiscounted cash outflow
BHRERRERL
More than More than
Within Tyearbut 2 yearsbut

1 year or less than less than Carrying
on demand 2 years 5 years Total amount
TERK TEH)E 2FHUE
RESE B2F A E5F R st REE
$'000 $'000 $'000 $'000 $'000
T T T T F
Trade and other payables BB SET R
Hit R 545,153 - - 545,153 545,153
Retentions payable ERRES 98,726 43,628 19,869 167,223 167,223
Amount due to ajoint venture  FERT A& M EZE 591 - - 591 591
Bank loans RITER 155,253 - - 155,253 155,000
799,723 48,628 19,869 868,220 867,967
Financial guarantees issued: B % HBIIER :
Maximum amount guaranteed ~ HEEREE (3 22)

(note 22) 223,721 - - 223,721 -
The Group is exposed to liquidity risk that arises from AREBHEBRAALEDPERSLEBNIE
guarantees in respect of banking facilities of joint venture and TREBIRHERAEENRHECRR
joint operations. The guarantees are callable if the respective HEBAELENE ALEBREBEERE
joint venture and joint operations are unable to meet their % AEBRIHERAAEE -

obligations.
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20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 20 HM¥EREERESHMTIAEAFREE)

OF FINANCIAL INSTRUMENTS (Continued)
(c) Interest rate risk (c)

The Group is exposed to cash flow interest rate risk in relation
to variable-rate bank borrowings, pledged deposits and cash
at bank. Interest rate risk on bank deposits is considered
immaterial and therefore have been excluded from the
sensitivity analysis below. The Group has not used financial
derivatives to hedge against the interest rate risk. However,
from time to time, if interest rate fluctuates significantly,
appropriate measures would be taken to manage interest risk
exposure.

The Group's cash flow interest rate risk is mainly concentrated
on the fluctuation of Hong Kong Interbank Offered Rate
arising from its variable-rate bank borrowings. The interest
rates and terms of repayment of interest-bearing bank
borrowings of the Group are disclosed in note 18 to the
consolidated financial statements.

(i) Interest rate profile
The following table details the interest rate profile of

RSN

REBEFBFERBITER  CHERF
REBTRETHHEBRSREN X
B o RAIRB|ITHEROM E @R LT
EXR B W EHENAATHRED
e REEWEEPBEBITET AL
FREER o AT 5 R AR LS - B
IR RBUEE T EMERR -

AEENREREMNZTRABEZEFR
FEEBHRRITERAEENTBRITR
X BKE - AEEF BIRITE AR
EREBREFNGEVBHRRME 185K

=

M FEER
THRAENAEET BRTEROF

the Group's interest-bearing bank borrowings. RIFGW, ©
2016 2015
—E-RE —ZT-0fF

Effective Effective
interest rate Amount  interest rate Amount
ERF= kXt BB E Eixal
% $'000 % $'000
1 i

Variable rate borrowings: AT #F|RE :

Bank loans BITER 2.23 100,732 2.42 155,000
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20

FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (Continued)

(c) Interest rate risk (Continued)

(ii)  Sensitivity analysis

At 31 December 2016, 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 $841,000 (2015:
$1,294,000) 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 2015.

(d) Currency risk

The Group is exposed to currency risk primarily from 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 and United States dollars.

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.

20

MEEREEREMIAEAFEE)

(9]

(d)

F @R (&)

(i) BBESF
RZZE—RF+-A=+—H" &
FEEMESRETENEZIRT -
fHETFIRZEE 3, T #8100 {EE
o REBERTE R MR &
HEBER RN ELEE 38, N B
A 180 49841,00008 T( = &
—F % 1 1,294,000/87T) °
TS RESTERAEBRIRE
BARFE A M) Z BRI R IRTTEKPTE
HEHRSREF KRR - HAEE
BRI EEN LR RTINS E 1%
FIEE il S8 HFERATNF
FEELME  c ZESIMKRHE_F
—HFHERREEETT -

Erm g

AEEERRANEE R EZREAINE

(BNBR XX 5 AE A A & B Th RE I B K DA S

MEE)FHENR &% - EL AR

EETTAARBKNETT -

HRAINEHENE S &6 AEEE

W E R IR R IE R B & JME IR IR & B

FRRNAIERKE o
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20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 20 HM¥EREERESHMTIAEAFREE)
OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued) d) E¥RMKE)
(i) Exposure to currency risk () EBE¥ER

The following table details the Group's exposure at the TRFFIAE BN IS BARATEE
end of the reporting period to currency risk arising from AR E I s B NG’ EHE
recognised assets or liabilities denominated in a currency WERREELBEMELENER
other than the functional currency of the entity to A - 2T - TEGERASRE
which they relate. For presentation purposes, the AR F 45 QBN ERIE R B /&5
amounts of the exposure are shown in Hong Kong e
dollars, translated using the spot rate at the year end
date.

Exposure to foreign currencies
(expressed in Hong Kong dollars)

HEmE (LB TEIR)
2016 2015
ZE-RE —T-nF

United United

States States
dollars Renminbi dollars Renminbi
EYH AR¥ e N
$'000 $'000 $'000 $'000
Tr T T T

Gross exposure from cash at RITRFERGRBERE
bank and in hand 940 590 940 6,248
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20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 20 M¥EREERESHMTIAEAFREE)
OF FINANCIAL INSTRUMENTS (Continued)

(d) E¥EEEGE)
(d) Currency risk (Continued) (i) BEESH
(i)  Sensitivity analysis THEARMAEBERREHRES
The following table indicates the instantaneous change FrAEmARESEETE  mE
in the Group's profit after tax (and retained profits) and EEEARRNEERNZA LB
other components of consolidated equity that would B o 7 o R 2 R I (R AR R 5
arise if foreign exchange rates to which the Group has FI) T2 A A K2 2L 1t 38 0 ) B BS A2

significant exposure at the end of the reporting period
had changed at that dates, assuming all other risk
variables remained constant. In this respect, it is
assumed that the pegged rate between the Hong Kong

Bopitms eRKRETBEER
HEMEENERESHTE T/%TE
HEERTHMBERTELEATE

dollars and the United States dollars would be materially BED %75/\\1’_*/%75{/53%33 Z%’f”ﬁgﬁ"]
unaffected by any changes in movement in value of B ARTAHEMRIT R FHER
United States dollars against other currencies. That is, SBEL T EEEERE -

for entities with Hong Kong dollars as their functional
currencies, United States dollars denominated cash at
bank and in hand is assumed to have no currency risk

exposure.
2016 2015
ZBR-AE —Z-1F

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

HERBI% E3[ERE

Ext#/ BARRE EXxLA/ EHRRE

(FR) RAnEE (TR)  RAMEE

% $'000 % $'000

Tr T

Renminbi N 3% 18 3% 187
(3)% (18) (3)% (187)
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20 FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)

192

(i)

(e)
(i)

Sensitivity analysis (Continued)

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.

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 2015.

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 2016 and 2015, except for the amounts due
from/to joint operation partners and the amount due to
a joint venture that are interest-free and have no fixed
terms of repayment. In view of these balance, it is not
practicable to estimate their fair value.

SFK Construction Holdings Limited
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HERREEREMIAEAFEE)

d =
(i)
(e) ~
()

MR (E)

HRBEDN (E)
ER2IODTERIIAKEE
BoRMEEN RS (RS R
DR ERETE) AXABEENS
i WIERERREFERRES
BT ARESZA -

\

o> X

BURE DT HRREERNEEH A
REF T EARRENREARAE
BEASEHBINERBRNZE S
BTR BREAKREARFFEAE
RATMERARINEEEE AN E
B EHE R R TR K R YRR o Uit
DT TR BINES AR R
BERAEENEIEEMELN
R ZEOMIRE_T—HFH
[l EEAEHETT ©

FE

BRAVEMINEERIIRNESRT
23

RIB-—RFR-ZT—AF+T_HA
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RO ER T AMKREERLR
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21

22

BB HRRN T

(BAHHEAIN - LBTZ7)

COMMITMENTS

At 31 December 2016, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

21 R

i

RNETZA=1T—0 " RETATHH

REMRORNORRREREFRERNT

2016 2015

—RE —ZE-hF

$°'000 $'000

T 7

Within 1 year —ER 13,162 11,270
After 1 year but within 5 years —FRERFA 11,545 18,325
24,707 29,595

The Group is the lessee in respect of a number of properties under
operating leases. The leases typically run for an initial period of
eight months to three years, with an option to renew the lease
when all terms are renegotiated. None of the leases include
contingent rentals.

CONTINGENT LIABILITIES

(a)

As at 31 December 2016, approximately $371,652,000 (2015:
$165,006,000) of performance bonds were given by banks 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 banks to pay to them the sum or sums
stipulated in such demand. The Group will then become liable
to compensate such banks accordingly. The performance
bonds will be released upon completion of the contract work.
The performance bonds were granted under the banking
facilities with details as set out in note 18(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.

22

AEBRREHNB N ZEMENERA - Z
SHO-ROLABNEAZE=F  IREH
Tﬁ%ﬁéﬁﬁﬁﬁﬂ%ﬁ FORZENEY - BHLTBHE

HREE

(a)

RZZE—ARF+=ZA=+—8 " R1THU
AEEREFAXmABTLA371,652,000
BT (ZZ—FH4F ¢ 165,006,000 7T) K
BRORE  WEAREBZERITRE
FAEBERPMEIVEHNETRED
R - ANEED AU LBEHRBIRME
R MAEBRREMNERBORENT
FZERTAEM ABEBAREP A ZNIR
TRESINBEBRERTHORE - Rk
NEBERERBBRITETEN B
HRBEBBRANIREIRER - BELY
REBVBRITHMEERD - SHERMEE
18(b) °

R|EHR ARBEEFBRTKRABE
SHEHEAEERENRR

TRERBEELEEERARA
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B BEHRRN T

(BABEAIN - WBTZF)

22 CONTINGENT LIABILITIES (Continued)

194

(b)

As at 31 December 2016, the Group has provided guarantees
of $236,728,000 (2015: $236,728,000) representing a 50%
proportionate guarantee in respect of certain banking facilities
of $473,455,000 (2015: $473,455,000) granted to its joint
ventures in Macau. The 50% proportionate facilities were
utilised to the extent of $137,722,000 (2015: $127,130,000),
of which amounts of $117,118,000 (2015: $111,037,000)
represent performance bonds given by banks to the
customers of the joint ventures.

As at 31 December 2016, the Group has also given
guarantees in respect of certain banking facilities of the
Group's joint operations which amounted to $97,618,000
(2015: $187,618,000). The banking facilities were utilised to
the extent of $90,459,000 (2015: $96,591,000), of which the
amounts of $87,618,000 (2015: $87,618,000) represent
performance bonds given by the bank to the customer of the
Group’s joint operation.

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.

SFK Construction Holdings Limited

22 FAREEE)

(b)

(d)

(e)

RZE—RF+ZA=+—8  ~5H
12 1#£236,728,0008 (=& — A F -

236,728,000 7T) MER - HERE T
BMAELEZATRITRE
473,455,000 T( = T — A F:
473,455,000/8 7T) $R1TREE B 50% Lt )
R - 50% LB E B B) A 137,722,000
BT (ZZE—RF 127,130,000/ 7T)
H 117,118,000 (=T — L F:

111,037,000 7T) HEHBITERTEE D
E¥XFMELIRE -

R-B—NF+-_A=1+—08 ~&H
MERAEEEG = %¥7597,618,000%8 7T
(ZZ—F%F :187,618,000/87T) ET
RITHMEREER RTRECHA
90,459,000 ( = T — A F:
96,591,000/ 7T) * E 787,618,000 7T
(ZZ—FA 4 :87,618,00087T) 5 H IR
MRFAEEAEEBEPHBHRE

765 18 30 4 % S PR AR FE R AT (IR AT UL
A RERERFEEEMARTBED
SHEA EFEAVEEEZSHER -

AEEWBARARREEMBERDR
AFBERENZARE FREEE
REMNKS - ARAEFRR > REMA
RRZBRE BRZEEZREEL
REambma el TRy  KBEZE
BERPIERE - BARZFFREH
A B EIEL R -
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23 MATERIAL RELATED PARTY TRANSACTIONS 23 ERBEBRIXS
(a) Key management personnel remuneration () EEEBEAENEM
(i) Remuneration of key management personnel of the iy AEFFTEEBEAENFTI(BE
Group, including amounts paid to the directors as BN TFESHFIE) RS HEE -
disclosed in note 8 and certain of the highest paid mETReFHEERSRERE
employees and senior management as disclosed in note N R
9.
2016 2015
—NE —E-hF
$'000 $'000
T T+
Short-term employee benefits EHES R 18,555 18,802
Post-employment benefits fEERE 672 645
19,227 19,447
Total remuneration is included in “staff costs” (see note FENERET A TEIRA] (BLH
6(b)). HizE6(b)) ©
(b) Transactions with related parties (b) EEEABEAIMIRZ
In addition to the transactions and balances disclosed RZEVBRREMADTARENR
elsewhere in these financial statements, the Group had the K& iWZK%liﬁiEﬂﬁ%EiﬁﬁT
following transactions with the related parties during the year EERRBERNTIRS
which the directors consider to be material:
2016 2015
—~EF —ZE-1F
Note $'000 $'000
B &E Tr FT
Housing management and EREIE MRS U A
related service income (i) 41,233 32,216
Rental expenses, license fees, HeMX  FAE -
air-conditioning and RRKRGE
service charges (ii) 8,698 8,309
Income from consultant services BRI RIS AT IS A (iif) = 1,998
Consultancy service fee M REE (iv) 6,504 15,013
Revenue from civil engineering TARTERBEMFRE
constructions (v) 742 4,950
Revenue from general building —REFEEMGB WG
constructions (vi) 295 -
Property management services and 42 & 1B AR 765 & 1 2 B8
property consultancy services BRFS A
income (vii) 741 -
Acquisition costs of subsidiaries U EER B A R (B (iv), (vii) 13,380 -
The substantial shareholder of Great Eagle Holdings Limited is BEEEEERAFNEERRATEH
an ultimate controlling party of the Group. BB AT o
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(BABEAIN - WBTZF)

23 MATERIAL RELATED PARTY TRANSACTIONS

(Continued)

(b) Transactions with related parties (Continued)

Notes:

0]

(ii)

(iii)

(iv)

(vi)

(vii)

196

During the years ended 31 December 2016 and 2015, the Group
earned housing management service income from and engaged in
trading of cleaning materials with subsidiaries of Great Eagle Holdings
Limited and a subsidiary of Sun Fook Kong Group Limited.

During the years ended 31 December 2016 and 2015, the Group paid
rental expenses to a subsidiary of Great Eagle Holdings Limited.

During the year ended 31 December 2015, the Group provided
consultant services to subsidiaries of Sun Fook Kong Group Limited.

During the years ended 31 December 2016 and 2015, the Group paid
consultancy service fee to a subsidiary of Sun Fook Kong Group Limited,
Fujitac Construction & Engineering Consultants Limited (“Fujitac”). The
Group acquired Fujitac from an indirect wholly-owned subsidiary of Sun
Fook Kong Group Limited with a cash consideration of approximately
$7,672,000, which was completed on 15 July 2016. Following the
completion of the acquisition, the transaction did not constitute related
party transaction of the Group.

During the years ended 31 December 2016 and 2015, the Group
provided civil engineering constructions to a subsidiary of Great Eagle
Holdings Limited.

During the year ended 31 December 2016, the Group provided general
building constructions to a subsidiary of Great Eagle Holdings Limited.

During the year ended 31 December 2016, the Group provided property
management services and property consultancy services to subsidiaries
(SL/EY
EHPRA A from a wholly owned subsidiary of Sun Fook Kong Group
Limited with a cash consideration of approximately RMB4,878,000
(equivalent to approximately $5,708,000) which was completed on 20
October 2016. Following the completion of the acquisition, the
transaction constituted related party transaction of the Group.

of Sun Fook Kong Group Limited. The Group acquired 8 1LIE

SFK Construction Holdings Limited

23 ERBBMEXE (&)

(b)

(ii)

(iii)

(iv)

(vi)

(vii)

EHEBLINXS

RBE_ZT-RFR-_ZF-RF+_H
E+—E¢¢E AEENEEREES
BATMNHEARLNEEEEARAF
B — I BT X B R B [ B 32 AR IS R A
EITERMBES -

RBEZ_T—AFR=-Z—AF+=A
=+—BUEFE AEEREEZEEHR
AR —HNB AR NHASAY -

RBE-_F-AF+-_A=1t—HBL#F
B AEERFEEREERATNNE
NEER A RS o

REBEE-_Z—RFR-_Z—HF+=A
=+—ALFE AEERFEAEES
RABIN—EHBARE T ERERTE
BEEERAR([ELE]D I HERRS
B o AEEEHEEEEERARZMEE
TEMBARKEBESE TE REHA
7,672,000 0 mMBEEEARA_-F
—ANFEtA+RAZEK - RIRESEETTK
% RHATERAEENEH RS ©

RBE-Z-—R"ER-Z-—1F+=A
=t+—HLFEE AREREEEEER
RAEAH B AR RE LA TIRZER
7% o

REBEE-_T—R"F+-A=1+—HBLF
IE K;‘E.ﬁ%%%@ﬁﬁﬁ A) A9 — FE BT
BRRRE—RIEFRIERS

KEE=F-A%+=A=+—ALF

B AEERFESEREGRA R ZHE
AR R E IR AR & W) BRI RS -
AEERFEEEEEGRATRNZEZENE
ARAINERLESMEERERARA - R
E%%Aﬁwmmmwﬂm%\m
5,708,000/ L) * BE R —~F+A
Z+HREK - RIBTAE - XPEERA
SEMNBEHIRS -

—-F
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23 MATERIAL RELATED PARTY TRANSACTIONS 23 EXBBMARS (#E)

(Continued)

(c) Applicability of the Listing Rules relating to () ERBEEXZFHBAzLTRAUNER
connected transactions %
Except for the related party transactions in respect of notes B T 3T sE23(0)0) (i) ~ (iv) B (vii) BT 3%
23(b)(i), (ii), (iv) and (vii) as disclosed below, all other related EEMATT S A LM
party transactions do not fall under the definition of S FTERE 14AS RSN EE
connected transaction or continuing connected transaction as R RBEEERS BE T —AF
defined in Chapter 14A of the Listing Rules. The amount of +-5 :;l;— B4R - B 2300)0) -

each category of related party transactions in respect of note

" e
23(b)(i), (ii), (iv) and (vii) for the year ended 31 December () ~ () B (vil Pt 2 2% SR BB 77 32 5 2

2016 is as follows: BT -
Property
Rental management
expenses, services and
license fees, property
Housing - air-conditioning consultancy
management and service services
and related charges income
service income #ﬁﬁﬁﬁg Consultancy MIEEERHER

EEEEREE HUE LR service fee  WIEBERRE
FREHWA RREE BRREE WA

(note 23(b)(i)) (note 23(b)ii))  (note 23(b)(iv))  (note 23(b)(vii))
(FEE230))  (HraE230))  (FEE2300)6v) (Bt & 23(0)(vii))

$'000 $'000 $'000 $'000
T T T T
Constitute connected transactions or B ERaE 14a ;Fﬁm%ﬁ’]
continuing connected transactions as BERSUBERERS
defined in Chapter 14A of the Listing
Rules 39,969 8,654 6,504 741
Exempt as below the de minimis FER Ei8 85 14A.76(1)
threshold under Listing Rule 14A.76(1)  1EBISIEREREMELS 830 - - -
Not fall under the definition of Wk ETABE14AEHTR
connected transaction or continuing HEET ST HERER S
connected transaction as defined in
Chapter 14A of the Listing Rules 434 44 - -
41,233 8,698 6,504 4
The disclosures required by Chapter 14A of the Listing Rules EmRAE 14A§Fﬁiﬁi2ﬁ?§§ﬁé‘%
are set out in “Continuing Connected Transactions” of the BENSEHEEME [FEWRERS] -

report of the directors on pages 93 to 118.
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24

198

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.

SFK Construction Holdings Limited
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25 COMPANY-LEVEL STATEMENT OF FINANCIAL 25 R TEIEMmBBEARRE
POSITION
2016 2015
—RE —ZT—AfF
Note $°000 $'000
B 5T T Tt
Non-current assets kRBEE
Interest in subsidiaries AN VNI L £ 20,081 ___________ 20081
Current assets REEE
Other receivables H b fE U FhB 177,279 218,336
Cash and cash equivalents HWENIREEBY 641 4,495
A SR 222,831
Current liabilities RBAE
Other payables E T FRIR L 15,298
Net current assets neEE®&E 000 177,907 . 207,533
NET ASSETS EEERE 197,988 227,614
CAPITAL AND RESERVES EXR EE 19
Share capital (N 19(c) 40,000 40,000
Reserves EE 157,988 187,614
TOTAL EQUITY EREE 197,988 227,614
26 NON-ADJUSTING EVENTS AFTER THE REPORTING 26 HEHBIIFFAREIE
PERIOD
After the end of the reporting period, the directors proposed a final RIREEIRE ESEZERAPRE - 5540
dividend. Further details are disclosed in note 19(b)(i). B RER BT EE 19(b)() ©
IMMEDIATE AND ULTIMATE CONTROLLING PARTY 27 HERBRLEZEHH
At 31 December 2016, the directors consider the immediate parent RZE-—RE+ZA=+—H FERR/ K

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.

SENERBR B RREES T OB RN EB
BREBSEMAZINFREEEEGR AR RE
RIm g - MBELAREHAHARA LTSN
TR -
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200

e MR

A TTE5)

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2016

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments and new standards which are
not yet effective for the year ended 31 December 2016 and which
have not been adopted in these financial statements. These include
the following which may be relevant to the Group.

28

EEMEEARBE-S—AE+=
B=+— B FEE RN - e
LIS P e A

BEZSUBHRERTEZR  TESHNAE
ERGEIERBE-E—R"F+T-_A=+—H
LEEF R R AE BB RT AT R - Tk F 7
BRI BIRMZFER] LI ER - ZFEBRT R
FERBERAEE AR AR TIIRE -

Effective for
accounting periods
beginning on or after
RTH B NE
RIS B AR

Amendments to HKAS 7, Statement of cash flows:
Disclosure initiative

HKFRS 9, Financial instruments

HKFRS 15, Revenue from contracts with customers

S

7

BRMBR

BEGRTERIE 7RAERT -

BEREX - KEFEE

BEVBHRELRNEIN M T A

EF AWMz

HKFRS 16, Leases

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to be
in the period of initial application. So far the Group has identified
some aspects of the new standards which may have a significant
impact on the consolidated financial statements. Further details of
the expected impacts are discussed below. As the Group has not
completed its assessment, further impacts may be identified in due
course and will be taken into consideration when determining
whether to adopt any of these new requirements before their
effective date and which transitional approach to take, where there
are alternative approaches allowed under the new standards.

SFK Construction Holdings Limited
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|55 1555 -

1 January 2017
e

1 January 2018
—E-NF—-HA—AH

1 January 2018
—E-N\F—-HA—H

1 January 2019
—E-hEF—-HA—A
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28 POSSIBLE IMPACT OF AMENDMENTS, NEW 28 EHEMEMARREBE-ZTE—RF+=
STANDARDS AND INTERPRETATIONS ISSUED BUT A=1+—BLEEERNIERT - FE
NOT YET EFFECTIVE FOR THE YEAR ENDED 31 AlRAREVREBRANTEE)
DECEMBER 2016 (Continued)

HKFRS 15, Revenue from contracts with customers ERMBREERNEISHE REEFE
L&
HKFRS 15 establishes a comprehensive framework for recognising BB REERF15REY THERRARF
revenue from contracts with customers. HKFRS 15 will replace the SR EESR - BAEMBHRELERE 15
existing revenue standards, HKAS 18, Revenue, which covers ﬁﬁﬂﬂﬂtﬁﬁ%fﬁﬁﬂﬂ BB G ERIE 18
revenue arising from sale of goods and rendering of services, and 95 W (BREHEEEM RRHRBEAEED
HKAS 11, Construction contracts, which specifies the accounting W) REBSSERFE 119 ZES4(FT
for revenue from construction contracts. The Group is currently ARESNDRENGTRIERE) c REBR
assessing the impacts of adopting HKFRS 15 on its financial I IE AT ER AN B 8 B 5 e 2E R S8 15 SR S EL B
statements. Based on the preliminary assessment, the Group has BREROTE - ERVIZTE  KEBCRETE
identified the following areas which are likely to be affected: BEAE A 0N
(a) Timing of revenue recognition () WABIZKE
The Group's revenue recognition policies are disclosed in note REBENBAERBRBEERHI ()
1(r). Currently, revenue arising from construction contracts is BAl BERANEENRRBEZREM
recognised over time, whereas revenue from the provision of R MRERBAERE —RREEH
services is generally recognised when the services are PR 7S B HERR ©
rendered.
Under HKFRS 15, revenue is recognised when the customer RIEEBMSREERFE 155 - WAT)
obtains control of the promised good or service in the REPEFENTEABEEY S RBHE
contract. HKFRS 15 identifies 3 situations in which control of IR TERR o BEM R ERERE 1558
the promised good or service is regarded as being transferred WETE T AT H &G B W RIS < 242
over time: WIRRBEERREEE 2 ZBIER
()  When the customer simultaneously receives and (i) “Eﬁﬁ‘?‘%@%’]ﬁﬁﬁ%%&ﬁ
consumes the benefits provided by the entity’s AEBRAMREMHR . F&=

performance, as the entity performs;

(i) When the entity’s performance creates or enhances an iy EBERBHAENILR-—BNEE
asset (for example work in progress) that the customer WADES IR R R P B E
controls as the asset is created or enhanced; (LnfER TR R

(i) When the entity’s performance does not create an asset (iy EBEBCBEAOVEAEHERMNS
with an alternative use to the entity and the entity has BEERBGCEE  BREBHE
an enforceable right to payment for performance S TERK 2 BH N B A AT A

™

completed to date. o
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28 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2016 (Continued)

202

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 will be considered in determining when the transfer of
control occurs.

As a result of this change from the risk-and-reward approach
to the contract-by-contract transfer-of-control approach, it is
possible that once the Group adopts HKFRS 15 some of the
Group's contract on provision of services that are currently
recognised at a point in time may meet the HKFRS 15 criteria
for revenue recognition over time. This will depend on the
terms of the services contract and the enforceability of any
specific performance clauses in that contract, which may vary
depending on the jurisdiction in which the contract would be
enforced. It is also possible that for the remainder of the
Group’s contracts the point in time when revenue is
recognised may be earlier or later than under the current
accounting policy. However, further analysis is required to
determine whether this change in accounting policy may have
a material impact on the amounts reported in any given
financial reporting period.

SFK Construction Holdings Limited
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2016 (Continued)

HKFRS 15, Revenue from contracts with customers
(Continued)

(b) Significant financing component
HKFRS 15 requires an entity to adjust the transaction price for
the time value of money when a contract contains a
significant financing component, regardless of whether the
payments from customers are received significantly in advance
or in arrears.

Currently, the Group would only apply such a policy when
payments are significantly deferred, which is currently not
common in the Group’s arrangements with its customers.
Currently, the Group does not apply such a policy when
payments are received in advance.

Advance payments are not common in the Group's
arrangements with its customers.

HKFRS 16, Leases

As disclosed in note 1(h), 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. The adoption
of 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. As disclosed in note
21, at 31 December 2016 the Group’s future minimum lease
payments under non-cancellable operating leases amounted to
HK$24,707,000. It is expected that a majority of the future
minimum lease payments will need to be recognised as lease
liabilities, with corresponding right-of-use assets, once HKFRS 16 is
adopted. The Group will need to perform a more detailed analysis
to determine the amounts of the new assets and liabilities arising
from operating lease commitments on adoption of HKFRS 16.
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BA=+T—-BLEFEERWER - HE
RIRREAREERNTE (#)
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FIVE YEAR FINANCIAL SUMMARY

HFMBHME

The summary of the consolidated results of and assets and liabilities the
Group for the last five financial years as extracted from the audited

financial statements is set out below:

A KERMBERERNARE SO A AN RFE
MERERENREERBBENBEZHIIMT -

CONSOLIDATED RESULTS e
2012 2013 2014 2015 2016
—E——F —FT—=F —ZT—NF —ZE—HF ZEBE—XREF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FETT FHT FHIT T FH&x
Revenue W25 2,805,456 2,839,206 2,752,162 2,733,571 3,002,023
Gross profit EF 129,134 138,711 171,645 167,301 196,487
Profit for the year FEm A 50,601 119,449 72,106 72,356 106,111
Attributable to: FE(L
Shareholders of the Company  ZAQRIAZE 50,601 119,632 72,480 71,962 105,967
Non-controlling interests FEPE AR RERS - (183) (374) 394 144
CONSOLIDATED ASSETS, LIABILITIES AND EQUITY BEEE BERER
2012 2013 2014 2015 2016
T —T—=F —T-NF —T-FHF ZB-RHE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET THExT
ASSETS BE
Non-current assets IEREE 73,540 37,273 35,480 28,379 30,433
Current assets MEBAE 1,389,539 1,365,453 1,323,951 1,490,946 1,333,530
Total assets BERRE 1,463,079 1,402,726 1,359,431 1,519,325 1,363,963
LIABILITIES =L
Current liabilities mEAaE 1,165,750 1,186,031 1,070,113 1,034,290 909,062
Non-current liabilities IEREEaE 1,961 1,837 2,338 3,244 3,165
Total liabilities BEBRE 1,167,711 1,187,868 1,072,451 1,037,534 912,227
EQUITY E
Total equity attributable PNy
to shareholders of SRR
the company 295,368 215,035 287,531 481,948 451,749
Non-controlling interests FEIERRRE RS - (177) (551) (157) (13)
Total equity HEmEEE 295,368 214,858 286,980 481,791 451,736
204 SFK Construction Holdings Limited Annual Report 2016
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