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CHAIRMAN’S STATEMENT
TR E

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of SFK
Construction Holdings Limited (the “Company”), | am honoured to
present the annual report of the Company and its subsidiaries (collectively
“SFK” or the “Group”) for the year ended 31 December 2020 (the “Year”
or “2020”).

For the Year, the total revenue of the Group decreased by 30.94% to
HK$3,772 million (2019: HK$5,462 million) and the Group recorded a net
loss attributable to equity shareholders of the Company of HK$19.03
million (2019: a net loss of 28.83 million).

During the Year, the Group has been awarded 9 new projects with a total
original contract sum of approximately HK$1,933 million (2019:
HK$1,255 million). The outstanding value of our ongoing projects as at
31 December 2020 was approximately HK$5.3 billion (2019: HK$6.3
billion), which comprise 12 projects for general building works and 15
projects for civil engineering works. After the Year, the Group has been
awarded a project for infrastructure works and two projects for
maintenance works with a total original contract sum of approximately
HK$3.1 billion. As such, the outstanding value of projects on hand is still
maintained at a healthy level.

2020 was an unprecedentedly challenging year during which the
COVID-19 pandemic across the world has dampened the economic
situation. Although there are still many uncertainties on the road to
recovery, the Group is in the hope that the development of COVID-19
vaccines and the recent launch of mass vaccination around the world will
begin to signal the end of this pandemic and mark the beginning of
economic recovery from which the Group will benefit. Above all, with the
leadership of our professional team and the dedication of our united
employees, we believe the Group can overcome all difficulties and can
thrive.

| would like to take this opportunity to express my heartfelt appreciation
to my fellow board members, management team, staff members,
suppliers, subcontractors, business partners and, most importantly, our
shareholders and customers for their continuous support to the Group.

To reward and thank our shareholders for their support, the Board
recommends the payment of a final dividend of HK8.0 cents per share.

Chan Ki Chun
Chairman

Hong Kong, 25 March 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

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

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

BUSINESS REVIEW

The Group’s revenue for the Year decreased by 30.94% to HK$3,772.12
million (2019: HK$5,461.87 million). The Group recorded a net loss
attributable to equity shareholders of the Company of HK$19.03 million in
the Year (2019: a net loss of HK$28.83 million). The results for the Year
were adversely affected by a number of factors. Certain projects with
relatively high profit margin were completed or nearly completed in both
2019 and 2020 resulting in a reduction of contributions to revenue and
profit by such projects for the Year. In addition, the outbreak of COVID-19
decelerated the progress of existing projects, resulting in a reduction in
revenue, an increase in project overhead costs and subcontracting costs
and hence a reduction in gross profit for those projects. The competition
across the construction market remained intense, leading to a decrease
in revenue and an increase in overall operating costs during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W&

Major projects awarded and undertaken in 2020 CECEEEMRAENEEER

During the Year, we were awarded 9 projects as a main contractor in =~ R » HFIREBALAEE S MHEHIEEB (38
Hong Kong (out of which 2 and 7 are from the public sector and private B A& 3P R EHBENER SR A2@EFM7E)
sector, respectively), with total original contract sum of approximately — RE] A K4EZEX A 1,933 B EBTT - FREINKFE
HK$1,933 million. The table below sets out the summary of our REHH—REFRTATRELERRFRESEEHE -
construction and maintenance projects for general building and civil

engineering works that were awarded during the Year:

Number of Total original
projects contract sum
HEHE RETE#HMBE
(approximate
HKS$’million)
(BHEEST)
Original contract sum at or above HK$500 milion 51878 T sk A FEIRET A 4
L% 1 1,911
Original contract sum below HK$500 million S5EBTATE2EEITHK
but at or above HK$200 million A FBRETE &5 Nil 4% Nil £
Original contract sum below HK$200 million 2{EAB LA TR 5,0008
but at or above HK$50 million BT LHRITEH
TR Nil & Nil &
Original contract sum less than HK$50 million 5,000 & & 7T A NRIRET
BREH 8 22
1,933
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2020, we had a total of 12 projects for general
building works and 15 projects for civil engineering works on hand. The
total original contract sum of these projects was approximately HK$12
billion. The outstanding value (defined as the difference between revenue
recognised and the original contract sum) of our ongoing projects as at
31 December 2020 was approximately HK$5.3 billion. The following table
sets forth the particulars of some of the sizeable construction and
maintenance projects for general building works and civil engineering
works awarded and undertaken by us as a main contractor and remained
ongoing as at 31 December 2020:

R =b VY

RZZZZTF+ZA=+—H  BMFEEEH12

A—MEFTREEE R15ELKRIREE - 258
BRI ANBENBI1208EB L —E-_TF+_1
—+—HEMEREENRTKEB(EEAEER
BRI ANSBANER)NASSESET T
RN BRMABEER OB EEER T =
TFE+ A=+ —RAMNEETHIE Y —REFIE
REIRTREOREZERREEBELFS

Revenue

Original recognised

contract during the

completion Original financial year

Project type Business segment Scope of works date  contract sum 2020

JR&T R-B-%EF

BRI RIT&H HREE

BRER EBAH IREE A 8 BANYE

(approximate (approximate

HKS$'milion) HKS$'milion)

(BoaEEn)  (HHOBEEAT)

Maintenance of properties managed by~ General building works Alterations, additions, maintenance and repair March 2021 1,471.8 4219

the Architectural Services Department — maintenance project  of buildings and lands and properties in (i) “2--%=R

REEEEENNERERE —#EFIR2 - REBEE  Hong Kong lsland Eastern and Outlying

Islands (South); and (i) Hong Kong Island
Western, Southern and Lantau Island for
which Architectural Services Department
(Property Services Branch) is responsible
REZEMESHE)AEN(ESRER
BS(E): ROESER - BERAEL
WEF  tHRMFETHE MR R

ERgBIR
Site Formation and Infrastructure Works  Civil engineering works Site formation and infrastructure works for July 2021 409.0 84.3
for Civil Engineering and Development A T2 development at Kam Tin South, Yuen Long Ikttt g
Department — Advance works
TARTRARERN T FEARE R THREEE R E T T ENERSRBT
IR B-mdIR
Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat September 2021 863.2 289.8
the Housing Authority — maintenance project refurbishment for properties in (i) Wong Tai “E--FnA
EREZSSERNNERERE —fREFIE - REEBE  Sin, Tsing Yiand Tsuen Wan; and (i) Hong

Kong Island & Islands

ROEA - BREZER : Ri)BSRE
BRNMERHRR XERZEENH

HIR
Piers maintenance for Civil Engineering  Civil engineering works —  To carry out maintenance works for piers March 2022 160.1 57.0
and Development Department maintenance project  ARREEEITHBRELE —F-Zf=R
TAIRARENBELBREAD  TATE - REES
—ECERER (| FTEAEREEETRA A 7



MANAGEMENT DISCUSSION AND ANALYSIS

Faran EE
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Revenue
Original recognised
contract during the
completion Original financial year
Project type Business segment Scope of works date  contract sum 2020
JR&T RZB-2F
BHRT I HREE
BEEER EBAH IREE R Ex EAN K
(approximate (approximate
HKS$'milion) HKS$'milion)
GHE /T EEY 7
Design and Construction managed by the - General building works Design and Construction of Minor Works to August 2022 531.1 166.3
Architectural Services Department — maintenance project Government and Subvented Properties —E--_F)\A
RREZEENTREESFRET  —WETIZ - (REBEHE  for Architectural Services Department
— New Tenitories and Outlying Islands
(North)
REEEARNYITRERABREN
N TR TR e
- MARES (1)
Construction of Public Rental Housing General building works Construction of Public Rental Housing QOctober 2022 3,740.0 859.7
Development and Subsidised Sale —REFIRE Development and Subsidised Sale Flats S
Flats Development of the Housing Development
Authority PMREREERAERAMLERE
PEZRENABEREERAER BRAERETR
EYHEREER N ERETR
Construction of Subsidised Sale Flats General building works Construction of Subsidised Sale Flats October 2022 1,911.0 2984
Development of the Housing Authority  —MEF T2 EYHERRREIR “E-—E+A
FEZEC AN ERERR S
BETR
Management and maintenance of roads ~ Civil engineering works —  Management and maintenance of public March 2024 482.6 256.3
in Kowloon East for the Highways maintenance project roads, including associated slopes, “Z-RE=R
Department TATE - REER highway structures, tunnels, landscaping
BRBEEERRENERER and minor improvement works, in
Kowloon East but excluding Expressways
and High Speed Roads
EEMBEENERNDLER (REAKR
RIREHRIRIN)  DEETEBAONS
EREEY  BiE - ERREN AR
BRAEIR
Electrical and Mechanical Works for Civil engineering works Electrical and Mechanical works for sewage May 2024 557.6 215
Sewage Treatment Facilties of the TARTIR treatment faciliies in Shek Wu Hui “Z-mEFRA
Drainage Services Department Effluent Polishing Plant (Main Works
EBERKEERENRE TR Stage 1)
KRERENRELR - MEEK
RiE(FEIRE-ER)
Three Runway System Project for the General building works Building and Civil Works for New Integrated September 2024 440.7 89.3
Hong Kong Intemational Airport —RIETIE Airport Centres ZZ-MEAR

ERERBS - MERRTIRAN

8 SFK Construction Holdings Limited |
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE @ kD
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Major projects completed in 2020

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

the contracts expired. Details of the major projects completed by the FREIFBIERFFNT ¢
Group as a main contractor during the Year are as follows:
Revenue
recognised
during the
Original Original financial year
Project type Business segment Scope of works contract period  contract sum 2020
R-BCEF
RIT&H HREE
BRER ES PN IREE RET&HH 8 ERNNE
(approximate (approximate
HKS$'milion) HKS$'milion)
(BoBgET)  (HoagET)
Main contract for the Park for the General building works Construction of the Art Park in West Kowloon July 2016 to 1,140.2 64.1
West Kowloon Cultural District Authority —REF T2 Cultural District December 2018
BAXCEERRNLEESH RAEAEXREREH AR ERELAE
ZE-NETZp™
Proposed subsidised housing General building works To build a 31-storey residential block, a single June 2017 to 464.0 43
development of the Hong Kong —fRigFIRE storey commercial block, an open car park June 2019™*
Housing Society and slope improvement “Et+ERAZ
EERERSNREERELRER BR1RIERAEE 1R1ERES ZE-NERR™
BARESRAKIE
Kai Tak Development for Civil Engineering ~ Civil engineering works Infrastructure works for developments at the November 2015 to 1,947.0 48.5™
and Development Department TAIR southern part of the former runway September 2019~
TATRARENOAEERE AREREARRRERIR —Z2-nE+-RE
ZE-NEFNA™
Construction of Public Rental Housing General building works Construction of Public Rental Housing August 2017 to 707.0 732
Development of the Housing Authority — —fRIEF T Development December 2019
FEZEENANAREERHERE NMERFERRABIRETR ZEHE\AE
IR ZE-NETZR™
Construction of Subsidised Sale Flats General building works Construction of Subsidised Sale Flats November 2017 to 513.0 88.9
Development of the Housing Authority  —fRIEF T 12 Development February 2020
FPEZEREMNERERRIERE EYHERERRABIRETR T ET-AE
R ZZZTECA
Main Contract for Global Graduate Tower ~ General building works Construction of Global Graduate Tower in December 2017 to 316.4 108.3
of the Hong Kong University of —REFIE HKUST February 2020
Science and Technology (‘HKUST?) REBNBEAZREBEHRAES “T—+F+-fE
EARRAZERMELEETAN ZE-ZFCR
Works Contract for the M+ Waterfront General building works Construction of M+ Waterfront Promenade January 2018 to 69.7 28.8
Promenade of the West Kowloon —REFIR ARM+BEREER February 2020
Cultural District Authority ZE-\F-AZ
AAXEERROMTEREIE ZRC-TECR
ah
SEoTER | HEEEREEARA A o



MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W&

Revenue
recognised
during the
Original Original financial year
Project type Business segment Scope of works contract period  contract sum 2020
223
I HREE
BEEER E3 Yk IREE EHEEY Sk Ex ERAN K
(approximate (approximate
HK$'million) HK$'million)
(Bwegsn)  (BHEEET)
Maintenance of hydraulic and pumping ~ General building works Maintenance, improvement and refurbishment January 2015 to 221.8 6.0
system and buildings managed by the — maintenance project for hydraulic and pumping system and March 2020
Ajrport Authority —REFTE - RFEEB  various buildings managed by the Airport “Z-1nf-f%
REGERREENRENRAZSR Authority ZRCTES]
BFRERE REGERRERNRENREZARSE
EFRERE  YERPHIE
Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat April 2017 to 246.7 26.0
the Housing Authority — maintenance project refurbishment for properties managed by March 2020
BREZESERNNERERE —REFIRE - REEE  the Housing Authority in Tuen Mun and “E—+FQmAZ
Yuen Long ZZZTE-R
REEZEEERURNEMRTHNMER
HRE  WERTEENENIR
Infrastructure Works for Architectural General building works Construction of Station Square at February 2019 to 283.6% 55.1™
Services Department —RBTIR Kai Tak (Phase 1) November 2020
REEERTEMRRIR RENEEERG (2418 T-NEZAE
Sk X5
bl In a form of joint operation in which the Group participates in 40% of the contract. e HEGEEBHR - AEBIFE 40% A ks -
2 In a form of joint operation in which the Group participates in 51% of the contract. g2 RAAEERER  KEBIFBES1% A KIER -

wok

The revenue recognised represented our shares of the contract.

The original contract completion date was postponed and the contract was completed
during the year ended 31 December 2020.

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$2,908.81
million and HK$648.80 million (2019: HK$4,288.19 million and
HK$988.80 million), respectively, representing approximately 77.11% and
17.20% (2019: 78.51% and 18.10%), respectively, of the total revenue of
the Group for the Year.

During the Year, other than general building and civil engineering works,
we also provided other services which comprised mainly housing and
property management services (such as the provision of cleaning services
and security management services), electrical and mechanical
engineering services and BIM services to real estates in Hong Kong.
Revenue attributable to these other services amounted to approximately
5.69% of the total revenue of the Group for the Year (2019: 3.39%)).

10 SFK Construction Holdings Limited | Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE @ kD

Award of Contract after the Reporting Period

The Group has been awarded and undertaken the following contract for
general building works after the reporting period and the table below sets

forth the particulars of the project:

REEHEREHROEN

BAL  TREINZEBERWFE

RHRERE  FEESERENAEUAT -—REFT

Original
Project type Business segment Scope of works Contract period  contract sum
FRER Ey Sk IRER B RITANEE
(approximate
HK$'million)
(B4
REAT)
Infrastructure Works for Non-public General Building Works Non-public Housing Facilities - March 2021 to 1,497
Housing Facilities of Hong Kong —REFIE Transport Infrastructure Works, December 2024
Housing Authority Water Feature Park and Landscaped “Z--#F=ZR%
BERERREFNERENERREIR Walk “ZmE+ZA
FREFERN — EREWRIE
I EKREMEERAE
Maintenance of properties managed by General building works — Alterations, additions, maintenance  April 2021 to March 2025 830
the Architectural Services Department Maintenance projects and repair of buildings and lands “Z--F@AZE
BEEEETENMERMRE —REFIR - REER and other properties in Hong Kong “Z-R%=R
Island Western, Southern and
Lantau Islands for which
Architectural Services Department
(Property Services Branch) is
responsible
REEZE(MEXEBR)ABAES
Al - R RARLmET
T RMEETIE Mg
RERBEIR
Maintenance of properties managed by General building works — Alterations, additions, maintenance  April 2021 to March 2025 785
the Architectural Services Department Maintenance projects and repair of buildings and lands —E--EQEAE
BREZERNNERERE —REFIR - REEER and other properties in Tuen Mun “ZE-R%=R

and Yuen Long for which
Architectural Services Department
(Property Services Branch) is
responsible
REEZ(MEEBR)AETAR
THNET - Tt RIMEET
ME - MmE - REREBIR

|
A
||
A
Hy
o

R | TREREEREBBERA A 11



MANAGEMENT DISCUSSION AND ANALYSIS

BIEE R LT

Our commitment to safety, quality and environment

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

The Group has been accredited and continuously re-accredited with
[ISO9001, ISO14001, ISO45001 and ISO50001 certifications. The Board
believes that these certifications will enhance our public image, credibility
and customers’ confidence in the Group. In recent years, more and more
tenders have included the requirements of ISO9001, ISO14001 and
ISO45001 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 35 to 87 of this annual report.

Effective cost control and savings measures

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

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

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

12 SFK Construction Holdings Limited | Annual Report 2020

- MERBREEE

BEFeRs BMNEBOBEXRDEEZEGERMM
ERFERME S LEALZE mERRESEH
A ALEBEBY - EREREREBIBN&ED
KEZEEFEERRBZEET - BBAEE2ES
M EEERER DB ERIER RIEH - Al#E—F
BRFELE  BRERREHRTE - #Em T E830mR D
B REEWRMEEEST -

AKEBERESILHE HX ISO9001 - 1ISO14001
ISO45001 & 1SO50001 37 ° T B 22 EREH
RARMORBFER - 17 FEFHAEBMHELD

TE - MR B E kR E 8B i1BI1S09001 -
ISO14001 K2 1S045001 R7E * FIt B P H R & H AL
BB ME2ER T #FRANESE D -

BRBRfRLZE mEMRBESFTERRNESZHF
'\E CR2HAFRENBETEMNIRE HERER
F(RE - HERERRE)D -

B R R A 1 R % B AV HE B

HMNERE -—BA SRS EETHIER E’]?sﬁﬁif&
CERRELER - BRILEEEREBCERD

ERNHRMNTIIERE 2Z5EE  RARBETER
RERDERG  <HMATEAHERBRNER
RMARERA  YRIEESEHNEEERREN
S BE PR

22
x=E

BRI BEERRIFNRYAFRE - LBRY
EBER - HPREHZEFHEOBENZFERR &
EMEMNAERIRER HMEZSFHIEHNHA
BENEAEEEFRAAEZBRTIA  FMRHME
BEREZNERTEARAR R EER o



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

Our revenue decreased by approximately HK$1,689.75 million, or
approximately 30.94%, from HK$5,461.87 million for 2019 to
HK$3,772.12 million for 2020. The decrease in our revenue was mainly
due to the decrease in our revenue from general building business of
HK$1,379.38 million and the decrease in our revenue from civil
engineering business of HK$340.00 million.

Revenue from general building business decreased by approximately
HK$1,379.38 million, or approximately 32.17%, from HK$4,288.19
million for 2019 to HK$2,908.81 million for 2020. The decrease in
revenue between years was primarily due to the completion of certain
general building contracts, including mainly the construction of public
rental housing developments for the Housing Authority, and a proposed
subsidised housing development for the Hong Kong Housing Society. In
addition, the outbreak of COVID-19 decelerated the progress of existing
projects, resulting in a reduction in revenue between the years. This was
partly offset by the increase in revenue between years in accordance with
the work progress of other general building contracts, including the
construction of a public rental housing development for the Housing
Authority. In addition, the decrease in revenue between the years was
also partly offset by the revenue recognised from certain new general
building contracts awarded during the Year, including the construction of
subsidised sale flats development for the Housing Authority.

Revenue from civil engineering business decreased by approximately
HK$340.00 million, or approximately 34.39%, from HK$988.80 million for
2019 to HK$648.80 million for 2020. The decrease in revenue between
years was primarily due to the completion of certain civil engineering
contracts, including the infrastructure works for developments at the
southern part of the former runway at Kai Tak. This was partly offset by
the increase in revenue between years in accordance with the work
progress of other civil engineering contracts, including the management
and maintenance of roads in Kowloon East for the Highways Department.

Revenue from other services (which mainly comprised housing and
property management services, electrical and mechanical engineering
services and BIM services) for 2020 amounted to HK$214.51 million
(2019: HK$184.88 million), representing 5.69% (2019: 3.39%) of the total
revenue of the Group.

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

BEE @ kDT

Gross (loss)/profit and gross profit margin

The Group recorded a gross loss of HK$39.92 million for the Year, as
compared with a gross profit of HK$75.15 million for 2019. The gross
loss for the Year was mainly due to the combined effect of (i) a HK$55.68
million loss for the Year in one of our civil engineering contracts (“Project
A”) and (i) a HK$48.56 million loss in another civil engineering contract
(“Project B”). The progress of Project A was negatively affected by the
outbreak of COVID-19 pandemic, leading to a significant delay in the
supply of materials and equipment, an increase in site overhead costs
and subcontracting costs for Project A which could not be recovered.
Project B encountered a significant delay in work progress due to
unforeseeable circumstances, including the delay in obtaining approval
for tree felling works. This resulted in an increase in overall construction
and overhead costs for Project B which could not be recovered. In
addition, the valuation of compensation events was also lower than
expected for Project B, leading to a shortfall in estimated income.

Excluding the loss recorded for Project A and Project B, there was a
decrease of approximately HK$10.83 million or 14.41% in our overall
gross profit between years. This was attributable to a number of factors,
including the outbreak of COVID-19 which decelerated the progress of
existing projects and intense competition across the construction market
leading to a reduction in revenue, an increase in project overhead costs
and subcontracting costs, and a reduction in gross profit in general.

The Group recorded a gross loss margin of -1.06% for 2020, compared
to a gross profit margin of 1.38% for 2019. The overrun of subcontracting
costs and overhead costs in certain civil engineering contracts negatively
impacted the gross profit margin of the Group for 2020. In addition, the
intense competition across the construction market in general led to an
increase in the overall construction costs and affected the profitability.

Other revenue

Other revenue mainly consisted of interest income and sundry income.
Our other revenue for 2020 amounted to HK$95.85 million, which
comprised a one-off lump sum government subsidy of approximately
HK$91.98 million under the Employment Support Scheme. Excluding the
government subsidy, our other revenue for 2020 was about in line with
that of HK$2.61 million for 2019.

Other net loss

Our other net loss for 2020 amounted to HK$7.43 million, compared to
that of HK$0.53 million for 2019. The difference was mainly due to the
inclusion of a net realised and unrealised loss of HK$7.73 million on
interest rate swaps in 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses

Administrative expenses mainly consisted of staff costs and rental
charges. Our administrative expenses for 2020 amounted to HK$78.17
million, compared to that of HK$84.07 million for 2019. The decrease
was mainly due to the decrease in staff costs between years.

Finance costs

Our finance costs for 2020 amounted to HK$12.05 million, compared to
that of HK$19.41 million for 2019. The decrease was primarily associated
with the decrease in bank interest expenses arising from the decrease in
average bank loan balances and average interest rates.

Share of results of a joint venture

Our share of results of a joint venture for 2020 was a net profit of
HK$1.34 million, compared to that of a net loss of HK$6.75 million for
2019. The net profit recorded in 2020 was mainly generated from certain
casino and resort projects, whereas the net loss recorded in 2019 was
mainly attributable to the losses recorded for one of the Cotai Resort
projects.

Income tax

Our income tax for 2020 was a credit of HK$21.41 million, compared to
a credit of HK$3.60 million for 2019. The net credit balance in 2020 was
mainly explained by the recognition of deferred tax from tax losses in
certain subsidiaries’ books that are expected to be utilised in future years.

Loss attributable to the equity shareholders of the Company

Based on the above factors, there was a loss attributable to the equity
shareholders of the Company amounting to HK$19.03 million for 2020,
compared to a loss attributable to the equity shareholders of the
Company of HK$28.83 million for 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE @ kDT

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 COVID-19 pandemic presents challenges to our
business

From December 2019, the outbreak of COVID-19 has resulted in
mandatory quarantines, lockdown, closures of businesses and facilities
and travel restrictions imposed by the government of Hong Kong,
mainland China and other countries around the world. The COVID-19
pandemic, as well as the restrictions imposed and actions taken by the
governments and society as a whole in response to the COVID-19
pandemic, could present significant challenges and uncertainties to the
economy and our business as well. Since the outbreak, the business and
operation of the Group have been adversely affected. While the duration
and the potential long term impact of the COVID-19 pandemic on the
global economy and our business in particular may be difficult to assess
or predict, the pandemic has resulted in, and may continue to result in,
significant disruption of global financial markets, which may reduce our
ability to access capital or our customers’ ability to pay us, and could in
turn negatively affect our liquidity. There remains substantial uncertainties
about the dynamic of the COVID-19 pandemic, which may have potential
continuing impacts on the Group for subsequent periods if the pandemic
and the resulting disruption were to extend over a prolonged period of
time. Our Directors will continue to assess the impact of the COVID-19
on our Group’s operation and financial performance and closely monitor
our Group’s exposure to the risks and uncertainties in connection with
the epidemic. Subject to the development of the outbreak of COVID-19
in Hong Kong and around the world, we will take appropriate measures
as necessary and inform our Shareholders and potential investors as and
when necessary.

Highly regulated industry

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

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

Reliance on the contracts granted by the Hong Kong
Government

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

Competitive tendering progress and the making of
estimates

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

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

Uncertainty in construction progress

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

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

BEE @ kDT

Uncertain external factors

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

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

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
EIRRRER
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Maximise value for the
Shareholders
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Gross profit margin
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The outbreak of COVID-19 pandemic decelerated
projects progress during the Year, coupled with the
intense competition across the construction market,
leading to a decrease in revenue and an increase in
overall construction costs which cannot be
recovered and had a negative impact on the Group’s
gross margin. Nevertheless, the Group strived to
maintain stable operation performance for most of
the projects during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER W kDT

Strategy KPlIs Performance

g FERRER RE

Improve the Group’s liquidity Net cash from operating activities The Group adopts a policy to regularly monitor the
WEREERSES = HK$493.11 million liquidity requirements of the Group and the Group’s

(2019: net cash from
operating activities
HK$148.19 million)
K EBFTES IR S FE
=493 11 BEEATT
—E-NE  REEBMELED
HEFE 148195 E/457T)

Cash and bank balances (excluding
pledged deposits)
= HK$449.83 million
(2019: HK$263.50 million)

Re RRITEAK (TREZERER)
=449.83 EEABTT
(ZZ—N%F : 26350 B8%T)

Strive for the “zero harm” Accident rate
safety goal = 10.04 per 1,000 workers
BhERZEE]L2EE (2019 10.44 per 1,000 workers)
BINEHE
=BFTHTA10.04

“E-NFBFFTLIA1044)

OUR RELATIONSHIP WITH CUSTOMERS,
SUPPLIERS, SUBCONTRACTORS AND EMPLOYEES

Customers

The customers of the Group are divided into 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.

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.
AEERREHERAEBRBDESTRREAEH
ERRAERIBANER  EREFTHRESHE
MEBLRMENTRAEESEBE  UEMNKE
EEHRRARBESTR

During the Year, the Group has put adequate
resources and effort to uphold and improve its safety
management system in order to reduce its risks
related to safety issues. Our accident rate for 2020
was 10.04 per 1,000 workers which remains low
and is significantly lower than the construction
industry average, of which the industry average for
2019 was 29.00 per 1,000 workers according to the
Labour Department of Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE @ kDT

Suppliers

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

Subcontractors

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

Employees and remuneration policy

The Group maintains a very stable and experienced management team
and an amicable long-term relationship with its employees as it is our
belief that our employees are important assets to the Group. As at 31
December 2020, the Group has 1,698 employees in Hong Kong and
Macau of which 1,613 were full-time employees and 85 were part-time
employees. The Group’s total remuneration for 2020 was approximately
HK$610 million. The Directors recognise the importance of attracting and
retaining staff. In order to promote employee loyalty and retention, the
Group provides technical and operational on-job trainings to its
employees covering various aspects of its operations including contract
law, and workplace and occupational safety. The Directors consider that
the Group has maintained good relationship with its employees. The
Group has not experienced any strikes, work stoppages or labour
disputes which affected its operations during the Year. The Directors also
consider that the relationship and co-operation between the management
team and the employees have been good during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group entered into separate labour contracts with its employees in
accordance with the applicable labour laws of Hong Kong and Macau.
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.

ENVIRONMENTAL POLICIES AND PERFORMANCE

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

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

All along, the Group had a low number of environmental-related non-
compliance incidents. There was no conviction of violating the relevant
environmental laws and regulations in both 2019 and 2020. We will
continue to ensure implementation of our policy on environmental
management as mentioned above to avoid violation of applicable laws or
regulations in respect of environment.

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

BEE @ kDT

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Year, the Group was fined for a total sum of HK$26,000 in
respect of 2 summonses for violation of certain regulations under the
Factories and Industrial Undertaking Ordinance (Cap. 59 of the Laws of
Hong Kong) (the “F&IU Ordinance”) related to a routine inspection by
Labour Department. The Directors consider that the above matters
arising from the inspection were independent issues.

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 2020, the capital structure of the Group consisted of
equity of HK$397.59 million (2019: HK$448.17 million) and bank loans of
HK$200.42 million (2019: HK$408.46 million) as more particularly
described in the paragraph headed “Borrowings” below.

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 2020, our cash and cash equivalents
were HK$449.83 million (2019: HK$263.51 million).

As at 31 December 2020, the current ratio of the Group was 1.17 (2019:
1.19).

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

Borrowings

As at 31 December 2020, the Group had bank loans, which are
repayable within one year, of approximately HK$200.42 million (2019:
HK$408.46 million). As at 31 December 2020, the bank loans bear
interest ranging from 1.63% to 1.69% (2019: 3.75% to 5.45%) per
annum. The decrease in bank loans between years was mainly due to
the improved liquidity position of the Group. The Group’s net borrowings
position (i.e. total borrowings minus total cash and cash equivalents)
improved between years from a net borrowings position of HK$145
million as at 31 December 2019 to a net cash position of HK$249 million
as at 31 December 2020.

As at 31 December 2020, the Group had approximately HK$2,540 million
(2019: HK$2,205 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 fulflment 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 during the Year.

GEARING RATIO

As at 31 December 2020, the Group’s gearing ratio was 50.41% (2019:
91.14%), calculated based on the interest-bearing borrowings divided by
the total equity as at the respective year end.

NET CURRENT ASSETS

As at 31 December 2020, the Group had net current assets of
HK$284.42 million (2019: HK$351.87 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.

BEER W kDT

R-E_TF+_A=+—8 AEEBER—FR
EENRITERNA200L2888T(ZE—NF
40846 BBEL) c RZTEZTF+=A=+—8H"
FITEFTIRENENT1.63%E1.69%(—ZT— L4 :
3.75% £5.45%) 5B - EBFE ZERITEFRD
DREARAEEN RS ESHRBENRE - BHEF
EzEAEBOEZFEERQERRE RS
EEVBE) RS- NFT+_A=T—HHERTF
B4 EEBTIREE-_S-EF+_A=1+—HH
RS HFE2A9TEHETT ©

RZE_EF+_A=+—8 ZEEREB LR
PFITMEBX2540 BBABT(ZE—NF : 220688
IR ARITHRE (REER - EAFZRRE
FE) - AEEMARITRENERE TRHBEENE
FAMEE  ZEXLAEFTRARNASHEEHANEE
ZHh ARBBRATHELERSGES T K RET
BEREANEBER  BREBAVRSHBRETE
CRMBRTARHNESEE  WENEHERS
RBEST R - RERNRNEERABTHE RS -

BEARLLE

RZFZFF+-A=1+—R ARENEERRE
LR AE50.41% (ZF—NF  91.14%) @ IBWEFRET
BEERBR AR BT E -

RERERE
RIBZRF+_A=+—H FEENRDHEE

FER2B422BEBT(ZF—NF : 35187THEE
) °

EXeEHEHAKREANAENIMON  #E
FEBETERDECHESSRERFELLRD
XEBRELR -

TER | FREEREEER QA 23

iy



MANAGEMENT DISCUSSION AND ANALYSIS

BEE @ kDT

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$2.36 million (2019: HK$15.45 million) on acquiring items of
plant and equipment.

FOREIGN EXCHANGE EXPOSURE

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

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

There were no material acquisitions or disposals of subsidiaries,
associates or joint ventures during the Year and no future plan for
material investments or capital assets as at 31 December 2020.

SIGNIFICANT INVESTMENTS HELD

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

FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES

Save as disclosed below, the Group had no other financial guarantees
and contingent liabilities as at 31 December 2020:

@)

As at 31 December 2020, approximately HK$271,757,000 (2019:
HK$387,310,000) of performance bonds were given by financial
institutions to the Group in favour of the Group’s customers as
security for the due performance and observance of the Group’s
obligation under the contracts entered into between the Group and
their customers. The Group has provided guarantees of the above
performance bonds. If the Group fails to provide satisfactory
performance to its customers to whom performance bonds have
been given, such customers may demand the financial institutions
to pay to them the sum or sums stipulated in such demand. The
Group will then become liable to compensate such financial
institutions accordingly. The performance bonds will be released
upon completion of the contract works.

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

As at 31 December 2020, the Group has provided guarantees of
HK$141,544,000 (2019: HK$166,447,000) representing a 50%
proportionate guarantee in respect of certain banking facilities of
HK$283,087,000 (2019: HK$332,893,000) granted to its joint
venture in Macau. The 50% proportionate facilities were utilised to
the extent of HK$55,656,000 (2019: HK$88,530,000), of which
amounts of HK$51,044,000 (2019: HK$60,756,000) represent
performance bonds given by financial institutions to the customers
of the joint venture.

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

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

BEE @ kDT

PLEDGE OF ASSETS

At 31 December 2020, the Group had pledged deposits, amounting to
HK$20.11 million (2019: HK$25.13 million) and assignment of project
proceeds from certain construction contracts of the Group, the Group’s
joint operations and the Group’s joint venture to 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 2020, our Group did not have any capital
commitments (2019: Nil).

FUTURE PROSPECTS

COVID-19 has caused significant adverse impact on local and global
economy which is expected to continue in 2021. As such, we expect that
contractors in Hong Kong, including the Group, will continue to have
pressure on profit margins. However, we believe that the Hong Kong
Government will take more relief measures to try to overcome the
challenges and to alleviate the financial burden suffered by the businesses
from the COVID-19 outbreak. Together with the Government’s continued
commitment and efforts in land development and provision of public
housing in Hong Kong, the Board remains confident of the Group’s future
development and will continue to build on our existing competitive
strengths to achieve our long term business objectives.
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MANAGEMENT DISCUSSION AND ANALYSIS

Proposed Subsidised Housing
Development at Junction of Shek Pai Tau
Road and Ming Kum Road, Tuen Mun
TMLT545, New Territories
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MAJOR PROJECTS
COMPLETED IN 2020
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FEWHE

Construction of Public Rental Housing
Development of Tung Tau Estate Phase 8

URFRBENA ARV EEEERR
HEREIR

Subsidised Sale Flats Development at
Hang Kin Street, Ma On Shan Area 90B
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W&

MAJOR PROJECTS
COMPLETED IN 2020

“EEFRERAM
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Main Contract for Global Graduate
Tower for The Hong Kong University
of Science and Technology
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West Kowloon Cultural District
Authority Works Contract for the
M+ Waterfront Promenade

BAANEEEERNM+EE
REIREH

Kai Tak Development - Stage
2 Infrastructure Works for
Developments at the Southern
Part of the Former Runway

BB R 8 — AERE
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE @ kD

CONSTRUCTION AND
MAINTENANCE
PROJECTS IN PROGRESS
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Construction of Public Rental Housing Development
Phases 1 & 2 and Subsidised Sale Flats Development at
Diamond Hill Comprehensive Development Area
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Construction of Subsidised Sale Flats
Development on Ma On Shan Road and
Public Housing Development at Hang Tai
Road, Ma On Shan Area 86B Phase 1
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W&

CONSTRUCTION AND
MAINTENANCE
PROJECTS IN PROGRESS
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Civil Engineering and Development

Department Maintenance Contract for Piers
(2017-2022)
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Three Runway System Project —
New Integrated Airport Centres —
Building and Civil Works
“HERGE — B HR
ZEHPL —BZENIAIR
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE @ kD

CONSTRUCTION AND
MAINTENANCE
PROJECTS IN PROGRESS
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Highways Department Term Contract
(Management and Maintenance of Roads
in Kowloon East excluding Expressways
and High Speed Roads 2018-2024)
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Enhancement of Deodourisation System at
Stonecutters Island Sewage Treatment Works
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Site Formation and Infrastructure Works for
Development at Kam Tin South, Yuen Long -

Advance Works
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEN W&

CONSTRUCTION AND
MAINTENANCE
PROJECTS IN PROGRESS

IEEETRHRER
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Shek Wu Hui Effluent Polishing Plant
- Main Works Stage 1 — E&M Works
for Sewage Treatment Facilities
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Water Supply and Fire Services Term
Maintenance Contract (KC Region) 2019/2020
- 2022/2023 for Hong Kong Housing Authority
Estate, Areas and Buildings

2019/2020F EE2022/2023FER £
SETEPR  HAHAREBEFHHKEHER
HETHRBEH (XFE)
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND
MAINTENANCE
PROJECTS IN PROGRESS
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Term Contract for the Alterations, Additions, Maintenance and Repair of Buildings and
Lands and Other Properties for which the ASD (Property Services Branch) is Responsible
(Designated Contract Area : Hong Kong Island Western, Southern and Lantau Island)

REEE (PESBKE) WESEY T REMYEETSE - NE  RERER
TENEHMEH (BHNEEE BEHE  BEFENRES)
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Term Contract for the Alterations, Additions, Maintenance and Repair of Buildings and
Lands and Other Properties for which the ASD (Property Services Branch) is Responsible
(Designated Contract Area : Hong Kong Island Eastern and Outlying Islands (South))
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND
MAINTENANCE
PROJECTS IN PROGRESS

FEETHRER District Term Contract for the Mamtepance,
HEREEE Improvement and Vacant Flat Refurbishment
! for Hong Kong Island & Islands (1) 2018/2021

20182021 FEERERBMERE - HEK
ZEBVBHIRNIEEHEN (—)

Term Contract for the Design and Construction of
Minor Works to Government and Subvented Properties
for which the ASD is responsible Contract Area: New
Territories and Outlying Islands (North)

REFEBNBARERERENNETREETR
STRBENEHENSHNE  HAKRES (1)

District Term Contract for the Maintenance,
Improvement and Vacant Flat Refurbishment
for Properties Managed by Property Service
Administration Unit / Wong Tai Sin, Tsing Yi
and Tsuen Wan (2) 2018/2021
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE -G lkERRE

BOARD STATEMENT

Dear valued stakeholders,

We are delighted to share how SFK Construction Holdings Limited and
its subsidiaries (collectively “SFK” or the “Group”) are incorporating
sustainability at the core of our business to deliver excellent projects to
our clients for the year ended 31 December 2020.

To the entire world, the past year was an unprecedentedly challenging
year in recent human history. The Coronavirus disease (“COVID-19”)
pandemic that has been sweeping across the world has abruptly
changed our way of life. Lockdowns and other restrictions have put a
dent in the economy. With the world still on the road to recovery from the
tragic shock, battered companies are confronted with great challenges to
further their investment into sustainable development.

Beneath the uncertainty, however, lies opportunities for companies who
are backed by their stakeholders. There are different strategies for
changing circumstances, however, one strategy is here and always will
be — to continuously improve our competence and bring benefits to
different stakeholders for a sustainable society.

The Group understands our goal is to deliver quality and sustainable
construction works to our clients, and therefore never stops to explore
and adopt new technologies to enhance our productivity and quality. To
demonstrate, digital technologies such as Digital Record of Works
(“dRoW?”) for the implementation of Digital Works Supervision System
(“DWSS”) and novel building technologies such as Volumetric
Prefabrication have been applied in many of our projects to streamline
and enhance the construction process.

We care sincerely about the environment just as we uphold the quality of
our works, and therefore diligently and prudently implement monitoring
and control with a goal to minimise and mitigate environmental impacts
and nuisance. The Group also utilised novel sustainable financial product
such as sustainable deposit to support United Nations’ Sustainable
Development Goals. The Group also makes no compromise on
occupational health and safety. We are pleased to report that our
continuous efforts have been recognised with various awards issued by
authorities and associations in the past year.

We value the wellness of the community just as we upkeep the safety of
our workers. Recognising the full worth of the society’s support to our
business growth, the Group backs various not-for-profit organisations
through sponsorships and donations as well as volunteering. In these
challenging times, we participated in activities to provide pandemic relief
to the community so as to make our humble support to the community.

We do our utmost to ensure the greatest well-being of our staff and our
community, and hand-in-hand we have weathered storm after storm.
Together, we will embrace the challenge and strive for a sustainable
future.

Board of Directors
Hong Kong, 25 March 2021
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SFK organized the SFK Safety & Environmental

Awards Scheme 2019 Award Ceremony

FREAEMZERRARERE20108RHE

CHAPTER 1 ABOUT THIS REPORT

1.1

1.2

Introduction

The adoption of Environmental, Social, and Governance (“ESG”)
criteria is an emerging trend for stakeholders to evaluate the
performance of companies. This report is presented to respond to
this expectation with high transparency of operation and to
showcase our effort in various ESG aspects.

Report Compilation Basis

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

The report is prepared according to four reporting principles:

(i) Materiality: report content is guided by the result of our
stakeholder engagement;

(i) Quantitative: ESG performance is reported in quantitative
figures;

(i) Consistency: reporting methodology and calculation basis are

compatible across reporting periods; and

Balance: unbiased information is transparently disclosed in
this report.
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: o . SFK won Excellence in Construction Industry
S Sunrook Kong (Gl linlres - Volunteering Project in “Construction Industry
Volunteer Award Presentation Ceremony 2020”

MEBNREXRTHE182020 |F
REFNEZERBZTERR

SFK won Bronze Award under Civil Engineering E E ¥ ﬁIEﬁEZ“Z“

Site Category in“Construction Industry Safety - HEEN e
Award Scheme 2019/2020” meg;gxma ?

FERRZEX R 2R B 82019/2020
HEE T R TRREZE MR IE

Bestwise Envirotech Limited won Certificate of
Merit in Renovation and Maintenance Works in
“Construction Industry Safety Award Scheme
2019/2020"

BREBRARRBEERATR BEXZERE
5TE12019/2020 |H ¥ ERHEREETIRER
HRIAEFE

Bestwise

SFK and Bestwise Envirotech Limited won three
awards in the “Construction Industry Machinery
Operation Competition 2019”

MEAENERRANMEARATARNBE
EWMIRIELL T 2019 | 8 3 AR
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Jockey Club Global Graduate Tower

Gy orrane A, BESRNE
Social Capital \ -
Builder Logo éi;? YT ETET nBRmARNEN (o RAEAR
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ERFE DI
*i g ﬁ ZK E jJ Social Capital Builder Logo Award
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SFK Construction Holdings Limited
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SFK sponsored nearly 2,000
anti-pandemic packets for the
volunteer team to distribute in
seven districts in Hong Kong

iR B BhIL 2, 0001ERs B
MREIRS R ETRTELE

ng Construction Limited
EiESran®EARLY

SFK distributed anti-epidemic
masks provided by the Construction
Industry Council to site workers

FEBOMET ASRBEXSS
IR HBE RO S
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SFK provided ICAC seminars to the management
and staff from time to time

HEBTROEERER S TRHUH L RERE

SFK launched Seasonal Influenza
Vaccination Campaign for the staff

FEBRE TRERFMMURR
REEEEE

SFK donated computer parts to Caritas
Computer Workshop to support the
“Computer Regeneration Project”

FEERBEREHATHEER
THUXEF [ERBESE ]
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1.3 Scope of Reporting

This ESG report discloses the relevant initiatives of the Group and
its progress for the reporting period from 1 January 2020 to 31
December 2020. The construction sites are selected based on the
following selection criteria:

° Original contract sum is higher than HK$100 million;

° The contract commenced before 30 June 2020;

o The contract is expected to complete after 30 June 2020.

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

° Sun Fook Kong (Civil) Limited

° Sun Fook Kong Construction Limited

° Bestwise Envirotech Limited

° SFK-CEC Joint Venture (A joint venture between Sun Fook
Kong Construction Limited and Continental Engineering
Corporation)

o Bestwise — SFK Joint Venture (A joint venture between

Bestwise Envirotech Limited and Sun Fook Kong (Civil)
Limited)

1

3

ﬁ
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Contract
Completion Original
Contract Updated as at Contract
Entity Project Client Commencement 31 Dec 2020 Sum
R=2=%%
TZA=t-Hz  ERiT&H
BRE EH ®F Gyl AT IBHER &5
(Million HKS)
(BHAT)
Sun Fook Kong (Civil) Limited - Contract No. CV/2016/09 Civil Engineering & 17 March 2017 16 March 2022 150
MR (LK) BRAE Civil Engineering and Development Development —E+F —E-CE
Department Maintenance Contract Department ZR++H =ZA+~AH
for Piers (2017-2022) TARIRAEE
AHEH : CV/2016/09
TAIRBREGREREREEY
(2017-2022)
Sun Fook Kong Construction  Contract No. TC E912 Architectural Services 1 April 2017 31 March 2021 M
Limited Term Contract for the Alterations, Additions, ~ Department B 3 “E--F
MEEEEERAR Maintenance and Repair of Buildings and B4 Z mA—H “A=t-8
Lands and Other Properties for which
the Architectural Services Department
(Property Services Branch) is
Responsible Designated Contract Area
— Hong Kong Island Western, Southemn
and Lantau Island
BHES : TCE2
REEZE(MEEHR)AENREY £
wREMPEETHE B RER
BREIRNTHSNANETE - B5
AR ARRAEL
Sun Fook Kong Construction  Contract No. TC E922 Architectural Services 1 April 2017 31 March 2021 760
Limited Term Contract for the Alterations, Additions, ~ Department S 3 —T-fF
MEEEEERAR Maintenance and Repair of Buildings and 254 Z mA—A ZA=t-8
Lands and Other Properties for which
the Architectural Services Department
(Property Services Branch) is
Responsible Designated Contract Area:
Hong Kong Island Eastern and Outlying
Islands (South)
AHE, - TOE922
REEZ(MEEHR)AENREY £
wREMMEETHE  ME - RER
BREIRNTHSNRNETR  B5
RERES(F)
Sun Fook Kong Construction - Contract No. 20170225 Hong Kong Housing 27 March 2018 1 January 2023 3,740
Limited Construction of Public Rental Housing Authority —E-\E —T-=F
NBRBEEBRAR Development Phases 1 & 2 and EBEEZEY ZA=t+tA —A—H

Subsidised Sale Flats Development

at Diamond Hill Comprehensive

Development Area
BRET, - 20170225
URERLGREREALBERERR

F-NE_BREMLEREER

FHEIRETR
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Contract
Completion Original
Contract Updated as at Contract
Entity Project Client Commencement 31 Dec 2020 Sum
R-B-%F
TZA=t-Hz  ERiT&H
BE ER ®F Gyl AT IBHER kA
(Million HKS)
(R&#T)
Sun Fook Kong (Civil) Limited - Contract No. 05/HY/2017 Highways Department 1 April 2018 31 March 2024 483
MR (LK) BRAE Highways Department Term Contract BHE —E-N\F ZEImF
(Management and Maintenance of mA—A =ZA=+-A
Roads in Kowloon East excluding
Expressways and High Speed Roads
2018-2024)
BHET, : 05/HY/2017
BHETHAONERER (KRR
RERDERIN 2 ERRRE
ZE-\FEZTMF)
Sun Fook Kong (Civil) Limited - Contract No. YL/2017/01 Civil Engineering and 25 July 2018 23 July 2021 409
HRB (LK) BRAR Site Formation and Infrastructure Works for ~ Development “2-)N\F —Ez-
Development at Kam Tin South, Yuen Department +A-t+EAB tAZ+=R
Long — Advance Works IRIBARE
BHER, - YL2017/01
TR AR B R8I T TR MAR
RiEIE — AIATIRE
Sun Fook Kong Construction - Contract No. 20179448 Hong Kong Housing 1 October 2018 30 September 2021 467
Limited District Term Contract for the Maintenance,  Authority “E-N\& B 3
NBRBEERRAR Improvement and Vacant Flat EBEEZES +A—H AA=1H
Refurbishment for Hong Kong Island &
Islands (1) 2018/2021
BHVE, - 20179448
ZE-\EEZTC-FEAEE
- RE  HEREBEUBHIREN
PREHEM(-)
Sun Fook Kong Construction  Contract No. 20179439 Hong Kong Housing 1 October 2018 30 September 2021 395
Limited District Term Contract for the Maintenance, ~ Authority —E-N\E ==
MBRBEERRA Improvement and Vacant Flat ZEFEEZEE +A—H NA=1H
Refurbishment for Properties managed
by Property Service Administration Unit/
Wong Tai Sin, Tsing Yi and Tsuen Wan
Region (2) 2018/2021
émﬁ%-mwmw
E-N\FE_ZT_-FEEAN - ER
%$%%a@%%b@) RE -
HERFEEUBNIRNAETES
AH(2)
—ECERER (| FTEAEREEETRA A 45
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Contract
Completion Original
Contract Updated as at Contract
Entity Project Client Commencement 31 Dec 2020 Sum
R=2=%%
TZA=t-Hz  ERiT&H
BRE EH ®F Gyl AT IBHER &5
(Million HKS)
(BEET)
Sun Fook Kong Construction  Contract No. TC G973 Architectural Services 3 February 2019 2 August 2022 531
Limited Term Contract for the Design and Department —E-NF —ToCF
MEAEEERAR Construction of Minor Works to BEZE —A=H NAZR
Government and Subvented Properties
for which the Architectural Services
Department is Responsible Contract
Area: New Territories and Outlying Island
(North)
AHE, - TCGIT3
REEZLENINRIEREBRIEN N
BIRETRHRBENTHANEH
B AARRES (L)
SFK — CEC Joint Venture  Contract No. SS G506 Architectural Services 18 February 2019 8 November 2020 284
BB — RETREZ  Construction of Station Square at Department “E-NF e S
Kai Tak (Phase 1) BEE ZAt+NAB +—ANH
— SFK'51%
— CEC 49%
BHER : SS G506
HREEEEE (E-HI8)
— HierE 51%
— REETH 49%
Bestwise — SFK Joint Contract No. DE/2018/17 Drainage Services 9 July 2019 3 May 2021 169
Venture Enhancement of Deodourisation Systemat ~ Department “E-NF —F--F
BE — HRAEE Stonecutters Island Sewage Treatment  RH%E tANAB HAZH
Works
— SFK49%
— Bestwise 51%
BHE, - DE/2018/17
BESMMTKEERNBRIK RS
— 18 49%
— BE51%
Sun Fook Kong Construction  Contract No. 3403 Airport Authority 12 August 2019 15 September 2024 441
Limited New Integrated Airport Centres — Building ~ Hong Kong —E-NF —EImE
MREEEERAR and Civil Works WEERR NA+=R NA+EA
SRET - 3403
HHERREH L - BFREAER
Bestwise Envirotech Limited ~ Contract No. 20199003 Hong Kong Housing 1 October 2019 30 September 2022 100
BRERFRERAERAA Water Supply and Fire Services Term Authority —T-hE - S
Maintenance Contract (KC Region) EBAEEZES +A—8 NA=+H

2019/2020-2021/2022 for Housing
Authority Estates, Areas and Buildings

B AR 20199003

2019/2020 F E £ 2022/2023 FEFBE
RRECETRD i hH RIEFHHK
FEWEETHRESN (RER)
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Contract
Completion Original
Contract Updated as at Contract
Entity Project Client Commencement 31 Dec 2020 Sum
R-BZEF
TZA=+-H2 CHEEE
BE ER ®F Gyl AT IBHER kA
(Million HKS)
(B8#T)
Bestwise Envirotech Limited ~ Contract No. DE/2018/04 Drainage Services 2 December 2019 13 May 2024 558
BERREEARAR Shek Wu Hui Effluent Polishing Plant — Department —E-NF “ECEE
Main Works Stage 1 — E8M Works ~ £%E +ZAzAH RAT=H
for STW
AHE, - DE/2018/04
RS — TRIRE-BR
— KRR ENRETIR
Sun Fook Kong Construction  Contract No. 20180557 Hong Kong Housing 24 February 2020 23 October 2022 1,911
Limited Construction of Subsidised Sale Flats Authority “ZCEF Tz
NBEBEEBERAR Development at Ma On ShanRoadand  EAEREZE€ —“A=t+mA +A=+=H
Public Housing Development at Hang Tai
Road, Ma On Shan Area 86B Phase 1
BHE: : 20180557
%%EUJE%EME%E?‘E?@J&%%M
FoBEERKRE-BAEERER
EmpEIR
Note: The expected completion date is determined with reference to the actual work M3t RZTBZTF+-R=+—H FHEATKBEEHT

schedule together with our estimation based on experience as at 31 December
2020.

As indicated in the table above, data and information from 15
projects were included in the preparation of this report. Data
collection and analysis were conducted based on relevant
guidelines or standards, to exemplify, ISO 14064 for greenhouse
gas emissions. All numerical data is presented as absolute figures,
and all financial data is reported in Hong Kong dollars unless
otherwise specified. Employees of contractors and subcontractors
to whom we have no direct responsibility are not generally included
as part of our workforce unless otherwise specified.

To assist readers to browse through this report and to demonstrate
transparency and compliance, a detailed ESG content index
following the framework of ESG Reporting Guide was included at
the back of this report section.

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

ﬁ
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CHAPTER 2 SOCIAL RESPONSIBILITY
MANAGEMENT

Along with delivering quality construction works to our clients, SFK
remains unwavering in lessening environmental impacts and contributing
to the sustainable development of our society. SFK assimilates such a
mindset of corporate social responsibility into the decisions-making
process at all levels of our business operation, and has established a
comprehensive Corporate Social Responsibility Policy to explicate our
commitments:

We are committed to:

48

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

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

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

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

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

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

reviewing our Corporate Social Responsibility Policy regularly to
make continuous improvements, particularly when there are
changes to the applicable ordinances and other requirements; and

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

SFK Construction Holdings Limited | Annual Report 2020
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CHAPTER 3 STAKEHOLDER ENGAGEMENT AND
MATERIALITY ANALYSIS

Stakeholder engagement is one of the most important elements of SFK’s
social responsibility management. With an aim to understand what ESG
issues are valued the most by our stakeholders, we have established
many channels to facilitate our communication with them. This
component is then integrated into our accountability and decision-making
process. We interact with clients and subcontractors in regular meetings
regarding quality and environmental management, occupational health
and safety management. Moreover, feedbacks from employees are also
taken into consideration in our direction of human resources policies and
practices.

With the purpose of identifying stakeholders’ key concerns with reference
to the ESG Reporting Guide, SFK conducted a stakeholder engagement
survey in June and July 2020. Our clients, suppliers, contractors, service
providers, as well as our senior management, management staff and
general employees were invited to participate in the survey and to grade
the aspects stipulated in the ESG Reporting Guide according to the level
of materiality they consider these aspects are to SFK or to the
stakeholder groups they are representing.

R E RS
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The importance of each reporting aspect was determined by compiling
the degrees of importance given by all the participants. A materiality
matrix was prepared to clearly illustrate the result by placing each aspect
with regard to its importance grade (a) to the management of the Group
and (b) to the other stakeholders consisting of general staff of the Group
and external stakeholders including clients, suppliers and contractors.
The aspects located in the top-right quarter of the material matrix were
considered by both the management of the Group and the other
stakeholders as material and were thus reported in this report.

B2 Health and Safety and B6 Product Responsibility were the two most
material aspects determined in the stakeholder engagement and
materiality assessment. The overall pattern of importance score across
ESG aspects were similar to that in last year.

To sum up, all ESG aspects were considered to be important by both the
Group and the external stakeholders. The management approaches and
performance were disclosed in this report, with emphasis in the areas
that were considered by the stakeholders as more material.

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

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

The following management approaches or initiatives, in line with the A TEE A A REAEERENLE ST H
direction of social responsibility set forth by the Group, were implemented —2i ER - _ZFEjf °

in 2020.

Policy or Legal

Subject Areas Aspects Compliance Highlights

Fris e B BEILER RWE

Environment Emissions v Project Environmental Policy related to the
R HEn minimisation of various emissions and

discharge, as well as proper
waste management

BHEREBREBESRIZEHBIAR

HEHEYER
Use of Resources v Implementation of ISO 14001 Environmental
BREA Management Systems and ISO 50001 Energy

Management Systems
EHE1SO 14001 FRIZE L8 K [ ISO 50001
Hb/ﬁ E f% %E /%

The Environment v/ Active participation in BEAM Plus projects
and Natural Resources TR AR EIRATIE B
RERRAER

Adoption of Sustainable Deposits to facilitate
banking system’s support to United Nations’
Sustainable Development Goals (SDG)

R A E T RARERTT Rt E B & B AT £
#BEE R B 12 (SDG) KIS

Social — Employment Employment v Provision of a fair and sound work environment,
and Labour Practices & as well as a family-friendly employment policy
e - ERREIER REATFRENTEREAREREREN
EEBER
Health and Safety v/ Implementation of ISO 45001 Occupational
REMEE Health and Safety Management Systems

EHEISO 45001 BERENEZEEIRE R

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

ZERBERBERER  WREFLZ2FEENME
REEER AT 0.25%
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B2 4

Subject Areas

i gk

HtEghERHRS

Aspects
Bm

Policy or Legal
Compliance

BEFEHR

Highlights
BE

Social — Operating Practices
g — EEE

Social — Community
g — it

Development and Training
B R RIE

LLabour Standards
BT AR

Supply Chain Management
s E R

Product Responsibility
? A= nn B EE

Anti-corruption
RER

Community Investment

HEKRE

4
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Establishment of a comprehensive staff
development programme
BRUEEME THRE

Provision of training and examination allowance,
as well as examination leave

REFIIREA AR EHAR

Compliance with the Employment Ordinance
(Cap. 57) of Hong Kong
BTEEEDE ST ZERBIEND

Performance and compliance assessment of
suppliers and sub-contractors
HEF RS BERERE RN

Requirements on suppliers to support
environmental-benign initiatives

BRI SS RIFRBFEIMMRTE

Implementation of ISO 9001 Quality
Management Systems
E IS0 9001 HEF IR K

Establishment of procedures to respect
intellectual property rights and privacy

BB EAHEREREBLOREF

Adoption of Building Information Modelling (BIM)
technology
R RS SRS (BIM) BLil

Establishment of Code of Business Conduct

B E B E ST TR

Operation of anonymous whistle-blowing channels

RE R BRE

Provision of anti-corruption training
RERERE

Participation in volunteer services and
collaboration with not-for-profit organisations

2% TR% R EFRFABA(E
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CHAPTER 5 ENVIRONMENT

5.1 Emissions Control Management

SFK operates mainly in the construction industry where impacts to
the environment always receive a lot of attention. On this ground,
integrating environmental considerations into our operation is of
paramount importance. Remaining steadfast to cope with all the
challenges in protecting the environment, the Group is committed
to the following five guiding principles to mitigate impacts relating to
air pollutant emissions, greenhouse gas emissions, noise, discharge
into water and land, disposal of chemical waste, and inert and non-
inert construction waste:

Foresighted Management and Resources Planning

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

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

Rigorous Regulatory Compliance

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

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

Proactive Communication and Education

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

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

Diligent Enforcement

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

° Prevent environmental pollution, reduce environmental
nuisances and minimise waste especially construction and
demolition wastes.

FLE B
5.1 HFREsER

g5

=

HRFEAETERFRER  MEEXRHRE
VRE-EBXEL - At BREZERER
BARMNEBLEETEHWEE - HHRE
RER — BB - ARERETE - BAONE
BREEERANAZBEEABNZE B =
FOSHRBEN - BRERBHM - RE - MKER
THESKEER - L EREMERE - BIERIEE
MERRSEREY)

AN ERRERSAE

s HEIRETHAAIERNEITANE
BE - RESLIRERE

o  RERSIAERMIEE BMEERERE
RIETRIRHTERNER

BERNEESSR

o ETHENRIDAIIRAHNREENL -

. FREREADENERITHBMERE  5F
A B MM - ARETT T2 IR AR -
BRBREIEHNEREREE

o HEREERXEETIENZRBEAE
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s HERBIMELEIEMAE
AR AHREMREEL -
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Continuous Monitoring and Improvement

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

SFK strictly observes the relevant environmental legislation to
ensure the environmental impacts arising from our operation are
managed and mitigated in a responsible manner. The relevant
legislation mainly include:

o Air Pollution Control Ordinance (Cap. 311)

° Waste Disposal Ordinance (Cap. 354)

° Water Pollution Control Ordinance (Cap. 358)

o Noise Control Ordinance (Cap. 400)

° Dumping at Sea Ordinance (Cap. 466)

° Environmental Impact Assessment Ordinance (Cap. 499)

In the reporting period, the Group complied with the relevant laws
and regulations governing air pollutant and greenhouse gases

emissions, noise, discharge into water and land, hazardous and
non-hazardous waste generation in all material aspects.

FEERRNE

. REEERRF  ITREMEERRREMN
B THRIREBRRLRREER
VA Tk -

AR BB T AR R DA R AR IR FIES
BEMHEEREHREBHRENTE - 54
ERTIEERE

o FE3NBL(ERITREHEB)

o EI4ELEMEE KD

o FEIBELIFRERIGEH

o FA00EBRFZTE BB

o FE466ECE HIERIMEED)D

F A9 BCREFZEHEERD)D

RBEMA - AEECNEERTHETE
ERSEMFREREREIR - BT ﬁ7J<
BR LSRN EERESEVMNEL
SHEEREM -

Annual Emission Data from Vehicles HFNEFHERERE
2020 2019
Pollutants SEY —EEF —E-NF
(9) @
(=) (%)
Nitrogen Oxides (NO,) SR (NO, 472,585 825,383
Sulphur Oxides (SO,) F1EH7(S0,) 3,223 5,581
Particulate Matters BT 41,233 61,091
Note: PRE

The calculations were based on the Reporting Guidance on Environmental KPls issued
by the Stock Exchange.

The emissions were significantly decreased primarily because the
Group reduced the use of vehicles during the reporting period, and
there was a smaller number of construction sites in the reporting
scope in the reporting period.
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Total Greenhouse Gas Emission BERBHEREE
2020 2019
—EB-EF —E-NF
(tCO--eq) (tCO2-eq)
(ZEtIREEM) (Zfa/tixEEm)
Scope 1 Direct Emission HE1EZEEN 3,847 16,478
Scope 2 Energy Indirect Emission #E 2 g REE PR 1,346 2,822
Total HEt 5,194 19,300
Intensity (per million HK$ project mE(Ba8&%EE
turnover payment) EEREMAF) 1.82 4.83
Note: P 3E -

The calculations were based on the Reporting Guidance on Environmental KPIs issued
by the Stock Exchange, 2006 IPCC Guidelines for National Greenhouse Gas
Inventories, IPCC Fifth Assessment Report, latest grid emission factors published by

utilities companies.

tCOz-eq denotes Unit Tonne for comparing the radiative forcing of a Greenhouse Gas

to CO2

The emissions decreased significantly in the reporting period
primarily due to the high baseline in the previous reporting period in
which the peak operation period of a construction site occurred.
The significant reduction in the consumption of diesel and naphtha

oAl 24

by nearly 80% attributed to the significant reduction in the

emissions in the reporting period.

The Group has implemented various best practices in the industry
to minimise air pollutant emission at source. These practices
include utilising ultra-low-sulphur diesel in our non-road mobile
machinery and other powered mechanical equipment and ensuring
all non-road mobile machinery possesses approval labels or
exemption labels. To further sustainable development, B5 biodiesel
was also utilised in applicable cases. Furthermore, regular
laboratory testings were also conducted to ensure the fuel used

complied with the contractual requirements. These measures led to AERBOENRE -
lower emissions in air pollutants and greenhouse gases.

Good day-to-day operation practices were also implemented by
our site staff, such as minimising fugitive dust emission by covering
exposed works areas with tarpaulin sheets, suppressing fugitive
dust emitted by moving vehicles and machinery with a sensor-
equipped water sprinkler system on the construction sites. These EE
measures minimised fugitive dust on construction sites and in their

vicinity.

o
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At the construction sites, the air quality parameters specified in the
Environmental Monitoring & Audit Manual served as emission
targets for each construction site. The air quality parameters, such
as the dust level (1-hour TSP), were also monitored to ensure it did
not exceed the thresholds. On the other hand, at the Group level,
SFK took the greenhouse gas emission level in recent years as an
emission baseline such that the emission level can be reduced
gradually in the long run.

Air emission is only one of the aspects of environmental protection.
Responsible waste management is another critical aspect. The
Group made use of the waste quantities in recent years as a
baseline such that the quantity of waste generated can be reduced
progressively. Many good practices were therefore put in place to
responsibly manage the generation and disposal of waste. With a
goal to keep the generation of waste to the lowest feasible level,
the Group had clear directives in the Project Environmental Policy
to facilitate minimisation of construction and demolition waste. To
exemplify, environmental-friendly construction methods were
adopted by our project teams to carefully select construction
materials. Our construction sites also adopted reusable and
modular site offices and fences that could be used in different
construction sites. These measures led to fewer disposals of waste
and more reuse and recycling of materials.

ERETH AEEARBEEEREZTMS
FIRENERER2BUERSEET ARG
B1R o RIPITREDRIEE/KF (1/ NS AR F LT )
FERERZE NERLEBBREKFE -

A—E EASEEE L #EELFN
BERBEBUKFIERBIFELER - REAE

HREARHE R

TRUEMERREREZEFEEFZ— B
MEBETAS —EBRRREX - KREERFFH
AEMEBEEREER  MESRIMESE
WEYEE - At CEMZERIFEE 8
ETMEEEYNEEREE - BT BEDE
FEREMPEREKE  AEEMHITRER
BERKRAETEEEROBEERFREDD
Tt flan - RMAIEE BEEBRERESRE
MEEKEEEME - RMWELEITIIRA
HANRTRBET MR EEE R RAREK
mlm%“*&lﬁ ZERBBLEYR
WIS NERRERBAME

Total Waste Produced BYHBEELER
2020 2019
—g-%% TN
(tonnes) (tonnes)
(mg) (Mg)
Hazardous Waste BEREY 2.00 12.63
Intensity (per million HK$ project ’TEJg (585 tER
turnover payment) EEENI) 0.0007 0.0032
Non-hazardous Waste BEEY 632,456.49 361,953.62
Intensity (per million HK$ project ZE(BE&BILER
turnover payment) BEETEN) 221.49 90.54

The amount of non-hazardous waste increased because a
construction site disposed of a large amount of excavated soil in
the reporting period. The non-hazardous waste from this single
construction site attributed to over 80% of the total amount
generated during the reporting period. The amount of hazardous
waste also decreased primarily due to the high baseline in the
previous reporting period in which the piling machines generated a
lot of spent lubrication oil (waste engine oil) on the construction site.
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For the waste that is inevitable, the Group strived to explore
opportunities to enable such waste to be subsequently utilised as
resource. Recyclable waste was carefully segregated from general
waste, for example, scrap metal and waste paper were collected
both in the head office and on project sites for recycling. The non-
recyclable waste was then handled and disposed of in a
responsible and lawful manner. Special care was taken when
handling chemical waste and other hazardous wastes. These
wastes were properly stored in designated areas to minimise
chances of spillage, and were collected by licensed chemical waste
collectors for disposal and treatment in the licensed treatment
facilities.

Effective Use of Resources

In the long run, decoupling business development from resource
depletion is crucial for the lasting good of humans. SFK’s resources
conservation strategy encompasses every aspects of resources
consumption, including energy, water and raw materials. The
Group operates under the environmental management system and
the energy management system that are certified in compliance
with the ISO 14001 and ISO 50001 standards respectively.

The energy consumption in recent years served as an energy
efficiency reference for the Group to curb consumption level below
that level. SFK encourages project sites to utilise renewable energy
equipment. For example, solar heat exchangers for water heaters
and photovoltaic panel for barricade warning lights have been
installed at many of our construction sites. To reduce the
consumption of electricity, we have also installed temporary
lightings coupled with timers or motion sensors at the sites of
building projects. At the project sites, the Group also has directive
in place to prioritise the usage of electrical appliances with Grade 1
energy efficiency labels with an aim to maximise energy efficiency.
In the head office, SFK also encourages energy saving practices in
accordance with the Group’s energy guidelines and the practices
recommended by the Energy Efficiency Office of the Electrical and
Mechanical Services Department. These measures led to a
reduction of energy consumption.

Besides energy conservation, in response to the concern of the
availability of freshwater influenced by climate change, SFK also
focuses on reducing our water footprint. The water consumption in
recent years was taken as a water efficiency target for SFK to limit
consumption level below that level. To exemplify, efficient sprinkler
nozzles were utilised in the sprinkler system to minimise water
consumption while suppressing fugitive dust emission. The Group
also encourages recollection, reuse and recycling of greywater on
construction sites to minimise freshwater consumption. For
instance, muddy water generated from bored piling works and
washing of construction vehicles was treated through
sedimentation and flocculation in the wastewater treatment system
to allow reuse whenever it was feasible.

5.2
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A sustainable future cannot be attained on our own, we also strive
to influence our stakeholders to engage in resources conservation
practices. When commissioned to conduct plumbing works, we
recommend our clients to install water-efficient facilities and
appliances registered under the Water Efficiency Labelling Scheme
(WELS). Such water-efficient practice is also in line with the
requirements stipulated in Building Environmental Assessment
Method (BEAM) Plus certification. These measures led to a
reduction of water consumption in both the construction phase and
the operation phase, and the Group faced no difficulty in sourcing
water that is fit for construction process.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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EERHFERROREK AERMECRT
HWE) - RPN RN EEHEER -
BRTETKELRR  BMEBREPRER
Wmﬂ SIZEET 8] (WELS) TR ek aR e &
HE - WEKBRIITEERRTRFTHRE -
ZERERETHIHRZEBRNAKE - K
SEESHEAG B TBEARKET&BIR
o

Energy Consumption in Different Categories TRERIEEREFE
2020 2019
—E-EF ZE—NF
('000 kWh) (1000 KWh)
(JKEBF) (JKELBF)
Electricity E5)] 2,524.86 5,444.84
Renewable Energy Al AREIR 1.33 1.97
Liquid Fuel (e.g. Petrol and Diesel) TR BSIREL (10 5 ) K & 14,426.38 61,682.44
Total HEET 16,952.57 67,129.25
Intensity (per million HK$ project turnover mE(Ba8%tEE
payment) EERENR) 5.94 16.79
The liquid fuel consumption decreased significantly primarily due to REEMRESHFERIER Y - TEEHR EEFRS

the high baseline in the previous reporting period in which the peak
operation period of one construction site occurred.

97— R TN R E S e - E L EY
S -

Total Water Consumption HWRKE
2020 2019
—E-FF —FNF
(L) ()
(F) ()
Water Consumption Ak&E 103,371,220 458,303,600
Intensity (per million HK$ project mE(Gag%Ee
turnover payment) BB 36,202 114,640
The water consumption decreased significantly primarily due to the FARKEXERYD  FE2ARLEAHREHRNZ

high baseline in the previous reporting period in which the peak
water demand of a number of construction sites occurred, and a
smaller number of construction sites in the reporting scope in the
reporting period.
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The Environment and Natural Resources

In a world that increasingly emphasises ESG issues, it is our moral
obligation to see beyond the economic aspect and to take a
preventive approach to mitigate adverse impacts on the natural
environment. SFK’s environmental management system and energy
management system have been reviewed and audited by an
external third-party to ensure that our management systems
comply with the requirements of international standards and
address material concerns in our operations that impact the
environment and natural resources.

Our Project Environmental Policy encompasses considerations in
pollution abatement, waste management, resources conservation
and ecological mitigation. Each project site complies with the
requirements stipulated in environment-related permits/licences
and manuals, and follows the established environmental
management plan. Procedures are stipulated to guide project staff
and subcontractors to implement environmental management
measures. Additionally, the Group’s Energy Policy and Purchase
Policy demonstrate the Group’s commitment to energy
conservation and the support to the implementation of energy
efficient technologies. The Group also actively contributes to the
sustainable development of Hong Kong’s building environment by
applying local and international standards to our project sites.

Climate Resilience

Amid the uncertainty of future climate, assessing and strengthening
climate resilience has become an emerging topic among
corporations. Our Group operates primarily in Hong Kong. Among
all the phenomena of climate change affecting Hong Kong, rising
temperature, more frequent heavy rain and extreme weather events
may affect our operation practices.

In response to these changes, SFK continued to refine the
operation practice in hot weather, such as providing resting kiosks,
mobile cooling fans and other facilities for workers. At the same
time, training was also provided to workers to raise their awareness
of prevention of heat stroke. Moreover, in order to brace for more
frequent extreme weather events, we continued to strengthen our
emergency preparedness and various good practices to sufficiently
secure materials and temporary structures to prevent losses and
incidents.

5.3
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CHAPTER 6 PEOPLE
6.1 Employment and Respect for Labour Rights

60

The Group is devoted to providing a fair and sound working
atmosphere to our employees with an aim to improve the
cohesiveness of our staff and our long-term competitiveness in the
market.

SFK attaches great importance to ethical and fair employment
practice and equal opportunities by rigorously complying with the
relevant legislations including:

o Employment Ordinance (Cap. 57)

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

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

° Disability Discrimination Ordinance (Cap. 487)

It is one of the Group’s commitments to build a harmonious
workplace in the absence of any form of discrimination in our
operations. Throughout the recruitment and promotion process,
SFK treats all employees and job applicants equally. Candidates
are assessed in regard to their qualifications and work experiences,
whereas irrelevant factors such as ethnicity, gender, disability,
family status, religion and political stance do not have any influence
on the process. The Group wholly respects the religious belief,
political stance, race, disability, gender, marital status, age and
sexual orientation of our employees as well as job applicants.

The Group is committed to providing our employees with
competitive remuneration packages, reasonable working hours and
rest periods to build a pleasing environment and to achieve work-
life balance. A range of allowances and bonuses, including year-
end bonus, overtime allowances, first-aider or emergency
attendance allowance are also offered to our employees.

We also extend our care to the family members of our employees
by implementing many family-friendly employment practices such
as marriage leave, maternity leave, paternity leave and
compassionate leave to empower our employees to balance their
work and their family affairs. Moreover, to fulfil the needs of
breastfeeding employees and their new-born, the Group has also
implemented Breastfeeding Friendly Workplace Policy.
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As in every ethically-sound corporation, forced labour, child labour
and illegal workers are prohibited in the Group. The Group has
established comprehensive procedures to regularly scrutinise
employment practices and eliminate undesirable practices if
discovered. Prudent due diligence, such as requiring job applicants
to provide personal identity documents for verification of Hong
Kong Permanent Resident Status or valid Permit for Employment in
Hong Kong, is undertaken by the Group in the recruitment process.
Employment contracts which explain and detail the rights and
responsibilities of both parties are always duly signed between the
Group and the employees. Under no circumstance will we tolerate
labour exploitation, forced labour and child labour.

In the reporting period, the Group was in compliance with the
relevant laws and regulations that have a significant impact on the
Group relating to compensation, dismissal, recruitment, promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare, as well as prevention
of child labour and forced labour in all material respects.

Total Work Force (Hong Kong) as at the end of the reporting
period

AEESRERBRT BIFgA%E BEIR
3 %IozK%E@I%E@* LATE BRZE
EEEERBERALAETIETHA(NEER) -
REERTRERE/AETFETEESRAS -
BIREREIE A BIRHIE A 517 58 B S A%
BEEBKAMERSHOHIA XN EBRETA
Feo —HUR AEBERESHIAEZZRERE
G%) - MERFFRETNENREE - ZMR
ERERATRISRRLEHE - REBE R
BT o

RBEMA - ARBERTEZERETHAS
BEBARZENHEBERESR  PRFEM - ##
’B-HE B TERHE RY FEH
g it RERAREMEFSE RBFAR
Pi1bE Tatonb 58 -

RBEEHRNESAH(FE)

Construction Housing Services Total
B BEFR¥% st
Gender 4 51
Male B 961 142 1,103
Female pegis 285 310 595
Employment Type EEER
Full-time 25 1,235 378 1,613
Part-time S 11 74 85
Age Group Fip4a 5l
18-30 18-30 372 1 373
31-45 31-45 340 15 355
46-60 46-60 466 169 635
> 61 > 61 68 267 335
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Employee (Hong Kong) Monthly Average Turnover Rate

Construction

BE(F8) AURKLER

Housing Services

EE B F R
2020 2019 2020 2019
=F=FF —T-NEF =F=FF —TNF
Gender MBI
Male B 3.2% 2.7% 6.3% 3.2%
Female egi 2.5% 2.3% 5.2% 3.1%
Age Group FRA R
18-30 18-30 1.4% 1.0% 45.4% 4.7%
31-45 31-45 4.8% 3.7% 9.8% 5.2%
46-60 46-60 3.2% 3.0% 6.1% 3.4%
> 60 > 60 2.4% 4.1% 4.7% 2.6%
Note: Due to the small total workforce in the 18-30 year-old age group in the housing s © BREFRIEASIF 18-30 5 F i /E 5K (B B AR
services sector, the turnover rate of which is more volatile from year to year A EEMBARIEESABIEL - HBFMRKLLE
compared to other categories. HEBEK ©
Safety and Health 6.2 RERREE
We operate in a fast-paced city, but to be faster do not have to be BAE—EEHEARORmELE  BEEE
riskier. Engaged primarily in construction business, the Group RIETMREFEZFTEARAEMR - Zliﬁlizﬂﬁf{

attaches paramount importance to occupational health and safety
which is prioritised in all our works. SFK emphasises safety and
health by rigorously complying with the relevant legislations
including:

° Factories and Industrial Undertakings Ordinance (Cap. 59)

° Occupational Safety and Health Ordinance (Cap. 509)
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All levels of our management and supervision staff proactively take
part in our safety and health policy and management system to
explore and implement many practices to form a safe working
environment. In response to our stakeholders’ high valuation of
safety, the Group continuously maintains a high standard of safety
management systems to meet their expectations. Not only is our
safety and health policy applicable to our employees, it also
extends to our subcontractors.

The management of occupational health and safety in the Group is
overseen and leaded by our Group Safety and Environmental
Committee, and the Site Safety and Environmental Committee.
These committees dynamically engage with our employees and our
subcontractors to well implement SFK’s safety directives and
protocols. Regular safety meetings between project management,
safety officers, subcontractor’s representatives and worker’s
representatives serve as platforms for the various interested parties
to voice out safety issues. The regular safety meetings also enable
the sharing of the latest information and best practices about
occupational health and safety.

On top of inclusive directives and interactive engagement, regular
dissemination and trainings are also the crucial elements of our
safety management system. Quarterly safety bulletins with news
and events information related to occupational health and safety
were published internally to sustain the momentum of safety
awareness. Courses that were frequently provided include safety
training in confined spaces operation and safety supervisors
courses, etc.

We also established internal safety requirements and strive to
maintain an annual accident rate of less than 0.25 reportable
accidents per 100,000 man-hours.

ﬁ
H

EREEREBEITRB2ERMNL 2R
BERRNEERE  UWRRLERSEER
MELRENTHERE - FOEFFERLE
AEERBEEFSRENRZE2ETERE AR
ZRFNENRZERDE - HANR2 R
FHRETMEERAMNMES - TEREHMNSE
7 o

AEENBERERZE2EEASEL2NIR
BEREENMHBLRE2NREZEGEERE
o ZESLZBeERMNEERNDBAREES
15 UZEBHRFBENZTRIES RIHH - 1B
BERE Z2IF DEARKEIARRKRSE
THEML2EH  FRENEREHIERE
HHLZE2REEENTE - ERLE2ERHIA
DEEEBRERERZENENENNKEE

BT o

o

BemEE<shEHLEZI EHEERE
NRBEMAZEEEBRNEZRED o TIHRIL
FEREBAERBRABEERERLZNNE
HERBERUARIE L2 ERT R - LBURE R
HOREBREFER LENZ2EIIREZ S

By ARES -

BPPRLASLEERET B HBFEEINE
{RIFIEF 100,000 THF D HN0.25RBZFHESD ©
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Our continuous effort in improving occupational safety was widely
recognised in the community. SFK was awarded with Bronze
Award in the Construction Industry Safety Award Scheme
2019/2020 — Civil Engineering Site Category by the Labour
Department.

In the reporting period, the accident rate of the Group was 0.22
reportable accident per 100,000 man-hours. While this number
was lower than the accident frequency rate objective set by the
Development Bureau, we would continue to improve our
performance in occupational health and safety.

The Group has in all material respects complied with all applicable
laws and regulations in Hong Kong in relation to providing a safe
working environment and protecting employees from occupational
hazards.

BRAEREBELZ 2 TENTES HELESR
BREZRA - ML EE T RBREEE
%2 EEE R 2019/2020 — T /K T2k Ag
— REE -

RBERR - AEREHNESNE KRS 100,000 T
B 0.22 RBERES - BEZBFENKRATE
REHIENENXBR  BRMADSEENRZ
BAHBERERLZE2RER -

AEBRBAEREEREHETERLZET
EREMREERBELIBEEENMAERZE
RMER -

Total Work-related Fatality and Work Injury TEMEEN SR TEERXE
2020 2019 2018
—E-EF —E-NF —E-NF
Work-related Fatality T/EAERERY B iR
Total Number of Fatality LA 0 1 0
Rate (Number of Fatality per 1,000 L& (51,000 8 2B 2%
Fulltime-equivalent Construction T AT AZ)
Workers) 0 0.25% 0.00%
Lost Man-Day due to Work Injury TITERBLAIH
Total 1Bzt 2,870 8,810 10,460
Note: G

Number of full-time-equivalent construction workers is determined by dividing total
man-hours by 10 workhours per day, and then further divided by 294 workdays per
annum (workdays are approximated based on a 6-day workweek in 365 calendar
days, less 12 days of statuary holidays and 7 days of paid vacation days).
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Exhibit: Prevention of COVID-19

COVID-19 is a severe acute contagious respiratory disease and has
caused an ongoing pandemic around the globe in the reporting
year. As a responsible employer, SFK places a high priority on the
prevention of COVID-19 in workplace, and observes health advices
from public health authorities.

We have issued notice to employees and advise them specific
measures to maintain good personal hygiene. Given the large
number of workers on construction sites, we request all personnel
to submit health and travel declaration daily. The Group also
advises employees to wear surgical mask as far as feasible. In case
wearing mask is not feasible, for example when having meal or
shower or performing heavy manual work, workers are instructed
to keep a distance of at least 1.5 metres with others.

Our premises have infrared thermometers in place to measure body
temperatures and to screen those who access our premises, and
those with fever are denied of entry. Regular cleaning and
disinfection are being carried out on frequently touched surfaces
such as furniture, commonly shared items and floor. The Group
also ensures the air-conditioning system is functioning well with
sufficient fresh air supply with the air filter and ducting cleaned
regularly.

We have stockpiled adequate personal protective equipment to
sustain our control measures, and have reduced direct human
interaction with the help of information technology. It is of
paramount importance for us to implement stringent preventive
measures to ensure the health of our workforce. Only with a healthy
workforce we can ensure business continuity.

ﬁ
H

R g kEARE

R : 8Py 2019 B %S % (COVID-19)

COVID-19 5 — @ Er B & 18 M I 8w -
RBEFELEHRSIBTHRENARIT A
BEANET  FRESEERIIESHAR
COVID-19RJTES - Wi ~F A BT ERERN R

BMERESHHBA  WEHMFIRARE
E AR RIFEV B AR - EREET A
TABERZ  BMAEXRMAEABSRERR
BERIKERRE - ARBTEZETEATE
ST RESNEIAE - fi (A& O ELAATAT -
MEME  WAETERRNEHE - JIR
TAEMARFTED 165K -

BPIEISPRBAIMURER - UEEBER
HEABRPISAOALTETRE  MBELEAL
AINEEA - EEERBORERTHETER
FMOBE - A - AR RIR - KEETR
BREARGEERY  BAXRNMEER
HE  YERBRERBRESLBAREE -

HFIE R AN E AT ERE - AR IR
MR IR IE - WRBEAMEIR D ARAZRE
MEZED - BHEBRRONENERARERET
MRS RMEHEE - REHBRENTIE
BB BPIA BERR R OREN -
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6.3 Education, Training and Career Development

Education is the foundation of development. With an intention to lay
down a concrete groundwork for SFK’s sustainable development in
the construction business, we are committed to supporting the
education and training of our staff.

To cultivate the professional knowledge and technical capability of
our employees, the Group provides extensive staff development
and training, including on-the-job trainings, seminars, workshops,
site visits and formal training schemes approved by professional
institutes. Devoted to offering adequate support to our staff, SFK
offers paid study leave, subsidies for tuition, as well as examination
leave to maximise the fruitful result.

Adhering to social distancing measures amid the COVID-19
pandemic, some of the planned training workshops were
postponed, cancelled or reduced in scale. These precautionary
measures leaded to reduced training coverage and training hours in
the reporting year.

6.3
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HBE - BIIRBEERR
HERERNER - BT EFREEEERR
MARHEERETRENER  HMABHHF
B THHA RIE -

RIERRENERMB RN - AEER
HEZHB TRRMEI - BREBRSE -

e TEY  BEERREERBZENT
AT - FRERNAETREFEIOX

FoREEFEECERY 2EFHUEREAR
Hl - URAREHMEGKR

FECOVID-19 A 1T HIf - BR 45 BRERAE X2 BB B
E it - — LeEt Bl P ARSI TR i R - HUH
HAE R - ZEREMEEERREFEAE
FIEE R RIFIE BRI ©

Full-time Employees Trained 2RZIEER
2020 2019

—EC-BFE —T-NF
Gender Bl
Male 1S 8.8% 24.4%
Female egi 2.2% 5.9%
Employee Category EEER
Senior Management EBRERRE 6.4% 23.4%
Middle Management PR ERE 9.2% 32.8%
Junior Level ENFEN 4.7% 7.6%
Average Training Hours Completed Per Full-time Employee BEERBEESTRZIN TR

2020 2019

—EEH — &
Gender 4 51
Male B 0.7 O3
Female peg i 0.2 1.0
Employee Category EEER
Senior Management SREEE 0.6 4.5
Middle Management R E IR 0.9 4.7
Junior Level LS 0.4 1.0
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CHAPTER 7 OPERATING PRACTICES

7.1 Quality and Compliance Management

Without craftsmanship, inspiration is a mere reed shaken in the
wind. It is the Group’s commitment to materialise our work at its
finest. SFK has established and implemented a recognised quality
management system complying with ISO 9001 international
standard, which assures quality deliverables to our clients by
ensuring that:

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

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

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

o The quality management is given the highest practicable
priority in discharging our contractual obligations.

Exhibit: Adoption of Digital Record of Work (“dRoW”) for
implementation of Digital Works Supervision System
(“DWSS”)

In order to cater for a fast-paced world today, businesses are
getting more digitalised to increase accuracy, speed and efficiency.
SFK has adopted dRoW for implementation of DWSS, in many of
our construction projects to address the emerging needs and
expectations of our clients.

The DWSS is essentially a web-based centralised portal of
collecting construction works information and managing the
workflows of site activities to enhance efficiency, safety and quality
performance. The DWSS can be accessible through secure
network and operated on desktop and laptop computers and
mobile devices.

BEtE EERA
7.1
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The captured data of dRoW is synchronised automatically across
all devices and servers to support efficient flow of information
including site records among contractor, site supervisory staff and
employer/client, and enable timely reporting and alert of works
progress and performance.

To exemplify, dRoW was deployed in our project of Kam Tin South
Development in which the module of Request for Inspection/Survey
Check (“RISC”) Form was well utilised. Form fields and submission
and approval workflows were customised according to project
requirements so that records and workflows were handled
efficiently without geographical limitation. The dashboard in dRoW
helped our project staff keep track of the RISC form approval
status. The notifications for new form submission and deadline
reminders also facilitated the management of workflow. The forms
and records in the dRoW also included fields to store extra
information for the purpose of interfacing with Building Information
Modelling (“BIM”) models.

Through implementation of DWSS, SFK echoes with the
government’s initiative of “Construction 2.0” to enhance the
capacity and sustainability of the industry, increase productivity,
improve regulation and quality assurance, advance site safety and
reduce environmental impact.

Exhibit: Volumetric Prefabricated Kitchen and Bathroom

Volumetric Prefabrication is a prefabrication technique for
construction a building with repeated modules. Modules are
constructed away from the building site and are then delivered to
the intended site for installation on site.

In our construction of Subsidised Sale Flats Development at Ma On
Shan Road for the Hong Kong Housing Authority, two of the storey
domestic blocks adopted Volumetric Prefabricated Kitchen and
Bathroom.
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Due to the use of standardised precast products, it helps generate
economies of scale. It can also ascertain the stability of project
progress as the construction is less affected by adverse weather
conditions or other site constraints.

At the prefabrication site, the use of robust steel moulds in a well-
controlled work environment can better guarantee the quality and
workmanship of the modules. Recycling and reuse of moulds for
the precast modules can also reduce cost and minimise material
waste.

The quality and compliance of all project sites are safeguarded by
our Project Quality Policy and systematic control process under the
Group’s quality management system. The works undergo our
inspection process to detect non-compliance, and any
noncompliance is then subject to rectification and re-inspection till
the quality specification is fulfilled. Additionally, we value comments
from all our stakeholders so as to further improve the quality of our
deliverables and, if applicable, timely and effectively process them
in conformity to our complaint handling system to resolve
complaints.
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The Group has also formulated and established procedures to
protect intellectual property rights. All our installed operating
systems and softwares are sourced from authorised suppliers or
copyright holders to respect the integrity of intellectual property
rights.

We set up our internal administration system in a way that
information and data about our clients are always under secure
protection. We are also committed to protecting the privacy of our
employees, subcontractors and clients in accordance with our
code of practice and the relevant regulations, including the Personal
Data (Privacy) Ordinance (Cap. 486). The Group will only collect
personal data that is necessary to fulfil the relevant functions and
activities. Where the person from whom personal data is or will be
collected, he or she will be informed of the details and the purposes
of the collection on or before the data is being collected.

In the reporting period, the Group was in compliance with the
applicable rules and regulations governing health and safety,
advertising, labelling and privacy matters relating to works and
services provided and methods of redress in all material respects.

REBBHE NI TI2FIAMRIEMBERE -
BRAEC ZENBRERRREMFREEE
REHERNIRERAA - NEBHMUERD T

B o

BPIRLAFEE RS EARMATFHEH
RBEBHEERZ2REZT » LAITBEAR
BIIRTRRBREN (BREF46E(EAE
£ (FLER) 1RO RIZRE - 2 BB REPHTL
- AEEEREEITHRBENREBAEN
BAER - LASGmEREEAERIA
e W EERE A2 AT > BE M E
BRMFBRER -

RBERR - AEEEMEEATHBESTT
B IR ARG - 55 Lo 3R ARG & B2 Ay
RENTEREMREEROREMZE - BE
BEMFLEBEEAREERTTE -

Non-compliance and Complaints ERSERRF
2020 2019
—EEH —E-NF
Total completed works subject to 2o REERIRAR A D
recalls for safety and health reasons BB THIRAR 0 0
Number of complaints received at ERAFEMEELATER
the corporate level relating to AR 7 HERE M9 IR EF IR B
works and services 0 0
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7.2 Supply Chain Management 7.2 ftREEERE

Only by joining hands with a team of partners can we attain our
sustainability pledges. It is crucial for us to maintain active
communication and engagement with our suppliers and
subcontractors so as to effectively manage environmental and
social risks along the supply chain.

The Group implements comprehensive review and monitoring
procedures to ensure our supply chain is suitable and capable for
our works. SFK maintains a list of qualified subcontractors based
on factors including requirements under the main contracts with
our client, previous collaboration experience and our evaluation of
their performance. Addition of new subcontractors has to go
through our internal approval process in which the financial stability,
quality of work, past performance and capability are assessed in
accordance with requirements.

Our suppliers and subcontractors range from sole proprietorships
with several employees to sizeable companies registered under the
List of Approved Contractors for Public Works and/or the Specialist
List of the Development Bureau, and many of which have
collaborated with us for over ten years. With mutual trust, we can
comprehensively evaluate our subcontractors and ensure the
consistent quality of our works. Every year, we assess the
performance in terms of quality, safety, environment, financial
stability and resource availability of all active suppliers and
subcontractors.

Along with compliance assessment and performance review, we
also hold trainings to suppliers and subcontractors to refresh and
update their knowledge of the applicable legal and regulatory
requirements as well as the specific project requirements.
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The Group Safety and Environmental Committee and the Site
Safety and Environmental Committee oversee and steer the
management of safety and environmental risks of our
subcontractors. These committees actively engage with our
subcontractors to effectively implement the Group’s directives to
properly manage the risks. Whenever applicable, safety officers and
environmental officers will be appointed in project sites to assess
and monitor subcontractor’s safety and environmental risks onsite
and ensure these risks are properly managed and reduced to an
acceptable level.

We proactively procure environmental-benign products for our
construction projects. Precast units were procured to reduce
wastage. To avoid consumption and disposal of conventional
timber and bamboo material, we also purchased durable steel
mould and steel scaffold which are reusable in our construction
works. Some of our construction machinery also used B5 biodiesel,
which complies with EN 14078:2003. Other green products such
as solar water heaters, solar lamps, LED lights and T5 fluorescent
tubes were also purchased for deployment on project sites. Our
active procurement of environmental-friendly products catalyses
our supply chain to advance into a progressively environmental-
benign one.
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Number of suppliers as at the end of the reporting period RBEHRWEERDEE

Region ih & Number
£ 4=

Hong Kong a5 430

Southeast Asia and South Asia REENER 2

Number of subcontractors as at the end of the reporting RBEHRN S EEEE

period

Region & Number
2B

Hong Kong BB 473
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7.3 Moral Integrity and Anti-corruption 73 EREBEHERER

Morality is the keystone of all long-lasting business. The Group
attaches great importance to moral integrity and anti-corruption by
unwaveringly adhering to relevant laws and regulations such as
Prevention of Bribery Ordinance (Cap. 201). SFK is committed to
upholding the highest ethical standard of business conduct.

SFK’s internal Code of Business Conduct related to anti-bribery
and unethical and illegal behaviours governs all our employees.
Bribery, extortion, fraud and money laundering are not tolerated in
SFK. The Code is communicated to our employees and
supplemented with an ICAC anti-corruption video training prepared
by the Hong Kong Independent Commission Against Corruption,
(“ICAC”) to ensure their understanding of and compliance with all
the requirements. We also require our employees to declare any
conflict of interest at least annually. During the festive seasons, we
also issue notices to our subcontractors and suppliers to remind
them of SFK’s anti-corruption policy.

Moreover, we also regularly invite speakers from ICAC to conduct
anti-corruption training to give seminars to our management and
our staff on the comprehensive and effective approach to anti-
corruption. In the reporting period, we invited ICAC to deliver a total
of four seminars tailored for construction industry. Over 100 of our
members participated in the seminars to refresh themselves with
the latest anti-corruption information.

SFK has established effective procedures and confidential whistle-
blowing channels to guarantee thorough investigation of all
allegations of corruption and ethical impropriety. All complaints
received by the Managing Director via confidential fax or letter are
promptly processed and investigated. Any employee in violation of
our company policies or applicable laws and regulations will be
reported to the ICAC and wherever appropriate, shall be subject to
disciplinary action.

ﬁ
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In the reporting period, the Group was in compliance with the
applicable rules and regulations relating to bribery, extortion, fraud
and money laundering in all material respects. No legal case
concerned with corrupt practices was brought against SFK or any
of our employees in the reporting period.

RBERAN - AEERSEEEESETHER
B B BEFRAREZNERRA KA
B RBEHR - HEBXBMANERGRE

155 R E BT REVEEERE -

i)

Total Number of Corrupt Practices EETHHEY
2020 2019
—E-EH —E-hEF
Number of concluded legal cases RS BN TR A 2k
regarding corrupt practices brought HMmEERE I
against SFK or our employees EEANER DR
during the reporting period Eg=| 0 0
CHAPTER8 COMMUNITY BNE HE
8.1 Community Participation 81 #HEZH
We believe that true charity is the desire to be useful to others with BRARAEENESSEMAMTKER -

74

no thought of recompense. SFK offers sponsorships and donations
to various not-for-profit organisations to support our community,
and also forms collaboration with social welfare organisations,
charity groups and community organisations to organise our staff
to take part in voluntary and charity activities.

The effectiveness of our community activities and feedbacks from
the community groups are evaluated through various channels by
the Group’s administration department and volunteer team
organising committee. As a result, the Group’s sustainability
objectives can be refined.

Various benefits are brought to SFK through community
participation. Externally, the community participation nurtures a
closer relationship with various community organisations. Internally,
it also gathers together our staff members from different units and
enhances our team spirit and brings well-being to the Group and
the society as a whole.
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8.2 Focus Areas

8.2.1 Health

The COVID-19 pandemic reminded us that the prosperity of a
society is built upon the community’s health and well-being.
The Group strives to promote healthy lifestyles and shows
our support to those in need.

Amid the local outbreak of COVID-19, the Group echoed with
the initiative of Construction Industry Council to offer
pandemic relief such as mask to frontline construction
workers. The Group also sponsored nearly 2000 anti-
pandemic packets for our volunteer team to distribute to the
underprivileged in seven districts of Hong Kong in May 2020.

Moreover, to be prepared for the influenza season, SFK
launched Seasonal Influenza Vaccination Campaign in
October 2020 as one of the means to prevent seasonal
influenza and its complications, as well as to reduce influenza
related hospitalisation.

The Group also participated in the “Care For Your Heart” Flag
Day 2020 in December 2020. 134 SFK staff members and
their friends and relatives joined the event. The event raised
funding for Care For Your Heart to promote public awareness
of heart health and contribute to the rehabilitation of heart
disease patients.

In the reporting period, the Group contributed nearly
HK$70,000 for the promotion of healthy lifestyles. At the
same time, our staff members and their friends and relatives
devoted more than 400 man-hours in activities relevant to
healthy lifestyles.

8.2.2 Environmental Protection

Environmental protection is a key aspect of sustainable
development. We extend our effort beyond our projects and
use every opportunity to benefit the community with our
environment-conscious actions.

The Group participated in the Caritas Computer
Refurbishment Project, with an aim not only to reduce
computer waste but also to benefit many needy families. The
workshop run by Caritas would test, refurbish, and upgrade
the donated computers and accessories. The refurbished
computers would then be offered to the underprivileged,
while those unserviceable computers and parts would be
dismantled for recycling. In the reporting period, the Group
donated ten desktop computers and a printer to the
programme for the sake of environmental protection and
resources sharing.

8.2 FAIEE

8.2.1

8.2.2

ﬁ
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COVID-19Z IBIRER M - —Ert e E
KEANTEMNBRERELZ F o A&
EERAORERBEEZIN UHERE
MATRERMBE -

AR IR 3 COVID-19 B - NEEE e
BEXZINER  RISEEIAR
HOSEHEEGE - AEBITR=_Z=
TFERAEBA2000ENMEER  EETL
EBEES AR AGEAEIRE -

—=

=

JHZM\ C BIEREIRRRER RS

i+ﬂﬁﬁ§%&ﬁ@§m?ﬁé
E VERTER ZE 80 1 At =% I E B 8 AE -
VA B3R A R R B 5 B AR R (E B o B
BB RIEM 2 — °

AEETR-_ZE-ZF+_A2mM@L
BHO ] 2020 F B L EEH 2 1345
EEE IR ERAFRNLEZIEES -
BRESRIEOERLEERBLEE
NS AREOHEERNET X AL
fmEBEMNREELER

RIBEHRN - AEBAEERENEE
7 A AL 70,0008 7T R - F A
BT REMARAERREEEH @D
&N ZRERER B 400 TEF ©

RBR

RREAFKEZRNER - AMERE
ZINTFHRLFS - LEE-EAKSEB
RREBEHERE -

AEE2EAZEHBHHAL - BT
ERRTHLEMEY REFAIER
ZEEFENRE - AEBRHTIEY
R BENER R HETAR B

R4 - BN ERBRE T2
B MoARBEE AR R TSR
NRERER - RIRERENERE RS
F - AKERNHE AR R & EBE 10
BREEMN—BTE# -

EREBEFR A A 75



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE -G lkERRE

CHAPTER 9 AWARDS AND RECOGNITION

BAE BRERBRFHE

HIGHLIGHTS
Award Award Receiving

Name of Awards or Achievement Issuing Organisation Receiving Date Organisation

RERIHERE BB BRAM BRKE

Construction Industry Machinery Operation Construction Industry Council January 2020 Bestwise — SFK Joint Venture
Competition 2019 — Gantry Crane Operation ~ EiEE#S —T-TF—R BE — e
Competition — Champion

BIEEMMIRIELL B 2019 — BPINEEH
BIELE — BE

Construction Industry Machinery Operation Construction Industry Council January 2020 Bestwise Envirotech Limited
Competition 2019 — Truck Mounted Crane B #E¥E#E 2R BEERERRBERAR
Operation Competition — Second Runner Up

BEEMMIBIELE2010 — EEALEH
BRIELE - 8

Construction Industry Machinery Operation Construction Industry Council January 2020 Bestwise — SFK Joint Venture
Competition 2019 — Gantry Crane Operation %3 & —E-TF-A BE — MRS
Competition — The Best Operator

RIEFMIRIEL E 2019 — PR RER
BRIELLE — HERIEER

Construction Industry Safety Award Scheme Labour Department March 2020 Sun Fook Kong (Civil) Limited
2019/2020 — Civil Engineering Site Category ~ 4T —E-FF=A MEB(LAR)BRAF
— Bronze Award

BiEE L2 12E)F22019/2020 — TARTE
Bt — 5

Construction Industry Safety Award Scheme Labour Department March 2020 Bestwise Envirotech Limited
2019/2020 — Renovation and Maintenance & T & —E-TF=f BEEREBAERAF
Works — Certificate of Merit

BEXR 2 RE£12019/2020 — KEREE
T - RFRBARE

Pursuit of Environmental Initiatives and Environmental Campaign Committee  April 2020 SFK-CEC Joint Venture
Participation in the 2019 Hong Kong Awards ~ REBEHZE € ZE-TFPA Ed — KETRERE
for Environmental Excellence

HERRTERN KRB E019BBRFEEH
K& — BRI

Pursuit of Environmental Initiatives and Environmental Campaign Committee  April 2020 Sun Fook Kong (Civil) Limited
Participation in the 2019 Hong Kong Awards ~ BEE#HEEE —E-ZEFNA $riEa (ER)BR AR

for Environmental Excellence
HEIRRTEHR N RS HE019EBRIESH
K& — BRIk
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Award Award Receiving
Name of Awards or Achievement Issuing Organisation Receiving Date Organisation
RAFRBERE P ¥ BREY BRKE
Pursuit of Environmental Initiatives and Environmental Campaign Committee  April 2020 Sun Fook Kong
Participation in the 2019 Hong Kong Awards ~ RIZEHEZES ZZ2ZEFA Construction Limited
for Environmental Excellence MRAEEERAR
EHRRTERNRBE2019BBREEM
REE — Bk
5 years+ Caring Company Logo The Hong Kong Council of June 2020 Sun Fook Kong
5 years+ & 5 /& B IBIT 56 Social Service ZEZTFRA Holdings Limited
BEMERBHE FEBERAERL
Partner Employer Award 2020 — Certificate of The Hong Kong General Chamber ~ June 2020 SFK Construction
Appreciation (Enterprise) of Small and Medium Business —T-TFRA Holdings Limited
[RERRIZFEE12020 — Befte ¥Rk BAEF/EGCERRS A EREEERAA
Participation in Community Health Ambassador ~ Hong Kong Quality August 2020 SFK Construction
Personnel Registration Scheme 2020 Assurance Agency —E-FFN\A Holdings Limited
SE[PERD | REMEEAEE 22020 BEEmERE FEAEREEERAA
Manpower Developer Employees Retraining Board September 2020 Sun Fook Kong
AT BE EEAEIB —E-ZTFNA Construction Group
TR EREE
Signatory of the Good Employer Charter 2020 Labour Department September 2020 SFK Construction
(HFREFAHE)2020 = EHE BTE —ZETFNA Holdings Limited
FRARSEEERAT
Good MPF Employer and MPF Support Award Mandatory Provident Fund September 2020 SFK Construction
[BeHEE] [EeHEER] Schemes Authority —E-EFHA Holdings Limited
BEMERAREHAEERR TEEEREEERAF
The Hong Kong University of Science and Hong Kong Green Building October 2020 Sun Fook Kong
Technology, no. 1 University Road, Clear Council Limited —ZE-TFTA Construction Limited
Water Bay, Sai Kung, Hong Kong has BEAGERERS FiRBEERRAR
achieved Provisional Platinum rating under
BEAM Plus NB V1.2
BRAEBNERBE 1 FRIRAZRE GG
RIFEZE(1 2R EEMAe R
Construction Safety Week 2020 — Innovative Development Bureau, Construction  October 2020 Bestwise — SFK Joint Venture
Safety Initiative Award 2020 — Health and Industry Counciland Hong Kong —Z =T+ 4 BE — HiEseE
Welfare Category — Merit Award Construction Association
BEELDE2020 — 20208 BT 2L 2% — ¥RBE - BEXFE FERE
EREEAEn — BRE HE
—ECITFER | FEEEREBERAA 77
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Award Award Receiving
Name of Awards or Achievement Issuing Organisation Receiving Date Organisation
RAGRBEHE P ¥ BEAH BRKE
26th Considerate Contractors Site Award Development Bureau and October 2020 Bestwise Envirotech Limited
Scheme — Model Subcontractor Awards — Construction Industry Council —E-EFE 1A BRERREHRAR AT
Merit Award BRE BEXZE
FOEREMBRETE — BRESEHR
Expansion of Hong Kong International Airport Hong Kong International Airport November 2020 Sun Fook Kong Construction
into a Three-Runway System — Environmental &8 BB #15 ZE-ZTF+—H  Limited
Recognition Award Certificate of Recognition FRBEERRAR
for Outstanding Environmental Performance in
Q2 2020
BERERRRESKA=RE RS — 2020F
FEERNRBRVERNREE
Wastewi$e Certificate — Basic Level Environmental Campaign Committee  November 2020 Sun Fook Kong
HRERE — [EREH ) REEHELER ZEZEF4—A Construction Limited
TEBEERRLR
Project:  Construction of Public Rental Housing
Development Phases 1 & 2 and
Subsidised Sale Flats Development at
Diamond Hill Comprehensive
Development Area
HE: BAUGRAEREE— —HOHA
TEREERBERENLEREELR
FHEIEETR
Wastewi$e Certificate — Basic Level Environmental Campaign Committee  November 2020 Sun Fook Kong
BEEEE — [ERA&H REEPERES —TTFE+—A Construction Limited
rEsEERRAR
Project: Main Contract for Global Graduate
Tower for The Hong Kong University of
Science and Technology
BB BEANBARERAREBEESH
Ik
Social Capital Builder Logo Award Labour and Welfare Bureau December 2020 SFK Construction
HEERYNIRFR BIRENB —T-EF+_H Holdings Limited
MRt EREEFRAR]
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CHAPTER 10 LOOKING AHEAD

Foresight is a critical adaptive strategy for times of high uncertainty.
Through proactive communication with various stakeholders including the
authority and our clients, we maintain vigilance of the latest development
of the industry and the expectations from our stakeholders, and strive to
create value for our stakeholders through prudent management of
material environmental and social aspects.

ESG has been increasingly valued by stakeholders. SFK will continue to
integrate ESG into our governance structure and disclose more ESG-
related information to enhance transparency in response to the latest
requirements and trend. SFK will explore cost-effective technologies and
methods to further improve our quality of works as well as achieving
better safety and environmental management. Our pioneering adoption of
digital technologies such as DWSS and BIM in the project management
and volumetric prefabrication offers more opportunities to reduce
uncertainty, improve occupational safety, and minimise waste generation.

Progress is not automatic. Every step toward the goal requires
commitment, devotion, and exertion; and it is our responsibility to get
ourselves ready for the challenges to come.

Ft+E RZ
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APPENDIX THE STOCK EXCHANGE ESG
REPORTING GUIDE CONTENT INDEX TABLE

HKSE ESG Reporting
Guide

Description

P

Bisd BIXFIEE - HEREAHEES]
ABERSIE

Chapter

1]

BRATRIR B8R
ERHEE
A.  Environmental
A RIF
Aspect A1: Emissions
[EE AT R

General Disclosure

— R EE

KPI' A1.1

BAR B RIEIR A1

KPIA1.2

BARIZAL.2

KPI' A1.3

IR A1.3

KPI A1.4

FRSERIEIRA14

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.

BRBERIORERBIN - MK ETHEHS -
BEBERVHNELSH

@ BE: R

b) BEFHBETABEAZENHEBEERRROINELR -

BER

The types of emissions and respective emissions data.

e g R AR R BE R BUE -

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

RERBATENE (ANEETE
%ﬁﬂ BIEREASE) ©

) R (an@E ) mE (AR E

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

FELREREEYES (LANEGHE
ZE (LB ESELN - §IER

YR (MEm)
SHERTE) o

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

FEAEEREEYEE (ANGHE) & (WER)
BE(MABESEN - FEREAE) -
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Control Management
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5.1 Emissions
Control Management
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5.1 Emissions
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Control Management
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HKSE ESG Reporting Description Chapter
Guide
BERXATIRIR - R Ei g E=4:1]
ERHEE

KPI A1.5 Description of measures to mitigate emissions 5.1 Emissions

BRERIEIRA1E

KPI'A1.6

FRSRAERUIEIRA1.6

and results achieved.

iR EHE P E B 5 M TSR ©

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

HEEFEREEREEYNE  REEEEN
IR FTISAR o

Aspect A2: Use of Resources

BmEA2 : BRER

General Disclosure

—RRE

KPI A2.1

FASAE IR IR A2.1

KPI' A2.2

RSB RIEIRA2.2

KPI'A2.3

PSR AEIEIRA2.3

KPI' A2.4

FRAERIERA2.4

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

BRERER(BRERER  KREMERME) WK

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).

BREAEISMEE R SEEER(WE - [oh)
BEEUTETERAE) RZE (WASEEBEN
BRI E

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

Description of energy use efficiency initiatives
and results achieved.

Tt BE TR P R ek 5T 8 R PSR

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

Control Management
5.1 BEzE Sl E 12

5.1 Emissions
Control Management
5.1 BEpE B 12

5.2 Effective Use of Resources

52ERER

5.2 Effective Use of Resources

52ZHER

5.2 Effective Use of Resources

52ZHEBR

5.2 Effective Use of Resources

52EMER

5.2 Effective Use of Resources

HHCSKEBGEB AR LA A8 - WRIRABRK®RZE 528 R
FEIMFTERE -
“TECEFR | TRAEXREEER AR 81
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HKSE ESG Reporting Description Chapter
Guide
BERFTIRIR - HER gt 0]
ERmEEL

KPI A2.5 Total packaging material used for finished products (in Not applicable

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

produced. Note: As the operation of the
Group generally does not
involve addition of
packaging material to the
finished products, this
indicator is considered
immaterial and is not

reported in the report.
RABERIEIRA2.5 R mATABEMHNAE (ANEE) R (#EA) T3 A
BEEENMNhE -

Bt : R AEEEEEL TS
KRR IR B EM L
BIHEERESTEEZR

RRBEF 2, -
Aspect A3: The Environment and Natural Resources
[EEA3 : RRERRAER
General Disclosure Policies on minimising the issuer’s significant impact on 5.3 The Environment
the environment and natural resources. and Natural Resources
— MR IR BIRBEITALIRBE R RN EREKNEAZENLEER 53RERAAEIR
KPI' A3.1 Description of the significant impacts of activities on the 5.3 The Environment
environment and natural resources and the actions and Natural Resources
taken to manage them.
BASEAE BUIEIR AS.1 HIMEBEBHRBERRRERNEAZER 53RERAAEIR
EERRIEE BT ENITE °
B. Social
B. #®
Employment and Labour Practices
EREREIER
Aspect B1: Employment
EmB1 : BE
General Disclosure Information on: 6.1 Employment and Respect for
(@ the policies; and Labour Rights
(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.
—MRIRER BRAF LR E  BEREA  TERE - -RE - TF GIEERBEELSHER
e Zal  RERUAREMAESRER
@ BR: X

b) FETHETABEAFENRRERLROINES -
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HKSE ESG Reporting
Guide

BERFTIRIR - HER
ERMmEES

Description

g

Chapter

E4: 0]

KPI B1.1

FASEAE IR B1.1

KPIB1.2

FASRAR IE1R B1.2

Total workforce by gender, employment type, age group
and geographical region.

BRI EREER  FRARNRSEISNES A -

Employee turnover rate by gender, age group
and geographical region.

RIS - FRAR RIOER D HERRELE -

Aspect B2: Health and Safety

[EmB2: @FRERTE
General Disclosure

—fRINFE

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

6.1 Employment and Respect for
Labour Rights

Note: As the operation and
employees of the Group is
predominantly in Hong
Kong, the segregation by
geographical region is
considered immaterial and
is not reported in the
report.

61 EBREESSEE

i R ARENEERES
FERPRES  RME

b [ & 7 B D FEIRAR B
EZERNBERER -

6.1 Employment and Respect for
Labour Rights

Note: As the operation and
employees of the Group is
predominantly in Hong
Kong, the segregation by
geographical region is
considered immaterial and
is not reported in the
report.

61 EBREESSEE

i R ARENEERES
BZEPRER  BMK

b [ & 7 By D FEIRAR BT
EZERNBERZR -

6.2 Safety and Health

FRREZE2TIEREMAEREERABELETEN ! 6.2 %2 MiEE
@ B X
(o) BTHEHBITABEAFENHRBEZZIEMNNER -
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HKSE ESG Reporting Description Chapter
Guide
BERATIRIR -8R i 4=}
EralREE
KPI B2.1 Number and rate of work-related fatalities. 6.2 Safety and Health

FASR 4B IR 1R B2.1

KPI B2.2
BASAE N IEIR B2.2

KPI B2.3

RS AEMIERB2.3

B TR T 38 M) A BUR LL 2 -

Lost days due to work injury.

AT SEkTIERS -

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

RPN B R R R 2 2 - A REERTR
BERTE -

Aspect B3: Development and Training

B B3 : & MIE

General Disclosure

—fRINEE

KPI B3.1

FASAE IR 1R BS.1

KPI B3.2

B A ISR B3.2

Policies on improving employees’ knowledge and skills for

discharging duties at work. Description of training
activities.
BEAREEEIT TIERE N ANE R A BR
ft B IES -

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

EMRIREEERN (NS RELERE  PRERES)

oM IEEB DL -

The average training hours completed per employee by
gender and employee category.
RURIREEERIZD -  BEEET

Aspect B4: Labour Standards

[EMB4 : & TR
General Disclosure

— R EE

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.

BN IEZ T8 Hl%5 TH) -

@@ BSR: R

b) BTFHETAGEAZENHBEERLRONE -
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6.2 RE MR
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6.2 % RIER

6.3 Education, Training
and Career Development

6.3HE - Hill RBEER

6.3 Education, Training
and Career Development

6.3HAE - HillRBEER

6.3 Education, Training
and Career Development
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HKSE ESG Reporting Description Chapter
Guide
BRERE L8R it i1
EalEE
KPI B4.1 Description of measures to review employment practices 6.1 Employment and Respect for
to avoid child and forced labour. Labour Rights
RSB IE1R B4.1 s BB E AR R E T RARFIST - 61 EBRES LBk
KPI B4.2 Description of steps taken to eliminate such practices No violation was reported.
when discovered.
BSERIEIRB4.2 A B IR B RN B R A BB U PT B 28R REERHOME -

Operating Practices

LEED

Aspect B5: Supply Chain Management

[EBHEBS5 : {fEHEERE

General Disclosure

— B

KPI B5.1
PSR AR RIE1R BS. 1

KPI'B5.2

FASEAR IR B5.2

Policies on managing environmental and social risks of
the supply chain.
ERMHERNRE R ERBRBUR

Number of suppliers by geographical region.

winmE| DM HEREE -

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

A A EEENED - mERITEBEIR
HEREE URBBAEHNRITRERTE -

Aspect B6: Product Responsibility

BHB6: EMET
General Disclosure

—fRIN R

Information on:

(@  the policies; and

(b)  compliance with relevant laws and regulations that

have a significant impact on the issuer

relating to health and safety, advertising, labelling and
privacy matters relating to products and services
provided and methods of redress.

FAMREERNBRBNREREZS BEE  FE8K
FLEEEARMROTES

@@ BURK: &

b) BTFTHETAGEAZENHBEERLRONEE -
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7.2 Supply Chain Management

T2 EBE R

7.2 Supply Chain Management
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HKSE ESG Reporting Description Chapter
Guide
BRRE  HER a3t =1
ERWMERES
KPI B6.1 Percentage of total products sold or shipped subject to 7.1 Quality and Compliance
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BSR4 RIS 1R B6.1

KPI B6.2

PR AE IS 1R B6.2

KPI B6.3

PR AR I 1R B6.3

KPI B6.4

R AR B6.4

KPI B6.5

PR A ISR B6.5

recalls for safety and health reasons.
E%iaitémﬁﬁ¢ﬁﬁiﬁ@§ﬁﬂ
mARKMNE D -

Number of products and service related complaints
received and how they are dealt with.
EEBNEMMRGORFEE ARELH X -

Description of practices relating to observing and
protecting intellectual property rights.
T B 4 AR PR NG E R A V1B D o

Description of quality assurance process
and recall procedures.
il E SR TEREREMBIYIEF o

Description of consumer data protection and privacy

policies, how they are implemented and monitored.

B E ERRE RALBBOR - ARARBIRT R
BRI

Aspect B7: Anti-corruption

EEB7 : RER

General Disclosure

—fRIN R

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.

BRADILLARRE - $IR - BRF RO RER
(@ EHE: R

b) BTFHBETABBERZENEBERLMROINER -
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HKSE ESG Reporting Description Chapter
Guide
BERATIRIR - B8R it i1
EalEE
KPI B7.1 Number of concluded legal cases regarding corrupt 7.3 Moral Integrity

practices brought against the issuer or its employees
during the reporting period and the outcomes of the
cases.

B E BUEIE BT 1 RERANEBETASEEEREYEELENER
FEARM BB MAFAER

KPI B7.2 Description of preventive measures and whistle-blowing
procedures, how they are implemented and monitored.
BB WIEIR BT .2 TR Py S b R BRI - URMBERITRERFX -

Community

g

Aspect B8: Community Investment

[EEBS : ttEmizE

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

—R R BEAHRBERT L @%EﬁEﬁﬁﬂﬁﬁ
HEBTEEEZEMEMNZEHOBER

KPI B8.1 Focus areas of contribution (e.g. education, environmental
concerns, labour needs, health, culture, sport).

BB MIETR B8 ﬁf\fﬁl‘iﬁﬁﬁm%(ﬁﬂﬁé CIRBER - STIER ZE-
it - BBE) -

KPI B8.2 Resources contributed (e.g. money or time)

to the focus area.
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7.3 Moral Integrity
and Anti-corruption
BRAEERER
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CORPORATE GOVERNANCE PRACTICES

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

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

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

According to code provision C.2.5 of the CG Code, the Company should
have an internal audit function. The Company does not establish a
standalone internal audit department, however, the Board has put in
place adequate measures to perform the internal audit function in relation
to different aspects of the Group. In 2020, the Company appointed an
external internal control adviser to perform periodic review of our internal
control system to evaluate the effectiveness and formulate plans and
recommendations for improvement of our internal control measures and
policies. It is intended to review the effectiveness of the Group’s material
internal controls so as to provide assurance that key internal control
measures are carried out appropriately and are functioning as intended.

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

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

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

THE BOARD

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

Board composition

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

Executive Directors

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

Mr. YUNG Kim Man

Mr. YEUNG Cho Yin, William

INEDs

Mr. LAM Leung Tsun

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

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

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

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

Independence of the INEDs

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

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

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

Functions of the Board and Management

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

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

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

Continuing Professional Development

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

FA - BEFERINHEARICEBMIAT -

Attending training course(s)/
reading materials

Name of Director BEEH SEEYIRE,HEER
Executive Directors HITES

Mr. CHAN Ki Chun BRELZ LA vV
Mr. CHAN Chor Tung BRERALE vV
Mr. YUNG Kim Man BRIt vV
Mr. YEUNG Cho Yin, William BRELE vV
INEDs BIFHTES

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

Board attendance

Code provision A.1.1 of the CG Code prescribes that at least 4 regular
Board meetings should be held in each year at approximately quarterly
intervals with active participation of a majority of the 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 6 Board meetings and one annual general
meeting (the “2020 AGM”) of the Company were held and the attendance
records of the respective Directors at the Board meetings and the 2020
AGM are set out below:

ESgHEBR

EEERTAZTARXEAIIRRE  SFEX
HERFERRESERANAEHNEES S KZ
BEETHBSNBBHMBETAAT AN ERES
He - Qi EFERRHSFELBRNAERE

#oWMAKE  STAMEMEESSH -

FR- ARABEBTTARESTS SRR AR
REFRAG([ZS_ZFREABFAE])  FHE
EHEEFeeE R T EERRBEFTALHD
BEFNIAT

Attendance/Number of
meetings during the Year

FRHERE BREHRE

Board Meetings 2020 AGM
—F-FF
Name of Director EE=nE EEEeeR BREFAE
Executive Directors HITES
Mr. CHAN Ki Chun PRELZ ST 4 6/6 1/1
Mr. CHAN Chor Tung PRIE ST AE 6/6 11
Mr. YUNG Kim Man AR E 6/6 11
Mr. YEUNG Cho Yin, William BRELE 6/6 1/1
INEDs BYKHTES
Mr. LAM Leung Tsun MRERE 6/6 11
Mr. JIM Fun Kwong, Frederick EREA 6/6 1/1
Mr. CHAN Kim Hung, Simon [ &l 7 5 A 6/6 11
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DIRECTORS’ AND OFFICERS’ LIABILITIES

The Company has arranged appropriate insurance coverage on the
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 its decisions or recommendations
to the Board. All Board Committees are provided with sufficient resources
to discharge their duties, including access to management or professional
advice if considered necessary.

Audit Committee

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

The primary duties of the Audit Committee are, among other things, to
assist the Board by providing an independent view of the effectiveness of
the financial reporting process, risk management and internal control
systems of the Group, to monitor relationship with external auditor of the
Group, to review the Group’s financial information, to oversee the audit
process and to perform other duties and responsibilities as assigned by
the Board.
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The members of the Audit Committee should meet at least twice a year.
During the Year, the Audit Committee has held 3 meetings, during which
the Audit Committee has, inter alia, reviewed the external auditor’s
statutory audit scope for 2020 and their independence; the consolidated

BEXERESFELHEMK - FR %ﬁ%
BRZREZ  TERFINEZREEIN =
ETEBERHENRKREBE M $‘§lb’"@
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financial statements of the Group for the year ended 31 December 2019 ZHFENA=THIEANEAANGATBHRE - BEAN
and for the 6 months ended 30 June 2020, including the accounting & BRME ST EBIEBEH - R AEEEREE
principles and practices adopted by the Group, as well as the risk BRI EEHIEE - FEAESZEZESKELFEE
management and internal control systems of the Group. The attendance — 4%&540T :
records of the respective members of the Audit Committee at its
meetings are set out below:
Attendance/Number of
meetings during the Year
FREERE, BHEERE
Mr. JIM Fun Kwong, Frederick (Chairman) 3/3
EBREE(EE)
Mr. LAM Leung Tsun 3/3
MR ERAE
Mr. CHAN Kim Hung, Simon 3/3
eR ) 2 5 A
Remuneration Committee FMEES
The Company has established the Remuneration Committee on 19  ARARIRZZE—HAF+—ATIAKUFHEZES -

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

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

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

jﬁﬁﬁﬂ:miﬁ B 3.25 i R ¥ B AT R Z SFAIE
NEBIGII Y EEBEHE - FHNEZESHMEE
43E$ﬂ?ﬁ§$lﬁwﬁ%i&%?ﬂ%%i&—%%ﬂﬁ
EEBREBEREMEN MABTERZTATHE
BEXE -

@JN?E\@E’]EEH&T%(EEP&TE)%'JEI A &
$)§2 BEENHFIBRRLRE YREERE
ﬁ&ﬁﬁl@é’]%’rﬁﬂi TRRLER EENRAELRSH
ATEVEF BB DRI BN A F ks & B 5 BRR M ES
&9

FARRERBKENFIEEFSEHINDT

Number of individual

Remuneration band (HK$’000) HENEE (F#8T) AB
0-1,000 0%£1,000 2
1,000-2,000 1,000 £ 2,000 4
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The members of the Remuneration Committee should meet at least once
a year. During the Year, the Remuneration Committee held 1 meeting,
for, inter alia, reviewing the remuneration packages for individual Directors
and senior management and making recommendations to the Board.
The attendance records of the respective members of the Remuneration
Committee at its meetings are set out below:
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FHEZEBEKEBREFELHE R - FR - FHZ
HBECAM—XeE IERNEREFESRE

EENFWGE AEFTSRLER - ARKELE
¥MZEee@mmREEsImT

Attendance/Number of
meetings during the Year

FRHERE BRERLIE

Mr. CHAN Kim Hung, Simon (Chairman)
PRI S A ()

Mr. JIM Fun Kwong, Frederick
ERkkA

Mr. YEUNG Cho Yin, William

Nomination Committee

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

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

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

1/1
11

1/1
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REZBENIZRER (AT EE) ELEFR
BEEgNRE  REIAK (BRERE - FE - &R
REATE) RREERERZTEERESET
AEMEEEREES  RAGBUIIERTESD
BN -

REZBERBARVERERGRSH - FR - 12
F2EERCAR—REHE  ITERNEZSNRE
RERAR R B IFNTESNE LI - B
REHFERAZBESHRMEHINNT

Attendance/Number of
meetings during the Year

FRUHBERE BHREHIE

Mr. CHAN Ki Chun (Chairman)
BREUZ S (F/E)
Mr. LAM Leung Tsun

MR B LA
Mr. CHAN Kim Hung, Simon

PBR&IHE S =

756¢
=
— =

1/1
1/1
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Nomination Criteria

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

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

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

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

° character and integrity;

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

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

Nomination Procedures

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

Appointment of director

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

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

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

Re-election of director

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

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

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

The Board will from time to time review the nomination policy and monitor
its implementation, as appropriate, to ensure its continued effectiveness
and compliance with regulatory requirements and good corporate
governance practice.
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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 471 8 43 B B % 43 B £ 57 A
REMUNERATION

KPMG, certified public accountants (the “Auditor”) has been appointed  #i ¥ &I R SR 5HAI =T ([ 80 ]) EE(F
as the external auditor of the Company. During the Year, the fees paid/ AR TIINBIZEED - £ - BLAZEED AR EE R
payable to the Auditor in respect of its services provided to the Group is VRIS EED AT TN EREH ST ¢

set out as follows:

Fees paid/payable
during the Year
FRENR
ENER
(approximate
HK$’000)
(BHFE7T)

Audit of annual financial statements BT FEMEHRE 1,800
Review of internal control 2B [ A B4 100

1,900

The amount of fees charged by the Auditor generally depends on the ZERDFTUE A —MRizZEMN TEHERIIES
scope and volume of the Auditor’s work. FTE o

There was no disagreement between the Board and the Audit Committee %A %%@Eﬁ% BREEBERBERZTEINEZH
on the selection and appointment of the external Auditor during the Year. Bl 47 2 2%

A
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board has overall responsibility for the Group’s risk management and
internal control systems and overseeing the management of the Group in
its 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 levels 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.

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

The Group has established safety manuals and project safety plans to
ensure that all workers at our construction sites are well aware of all our
stipulated safety requirements. In addition, qualified safety officers and
safety supervisors, all of them registered under Factories and Industrial
Undertakings (safety officers and safety supervisors) Regulations and
approved by the Labour Department in Hong Kong, are engaged to
monitor and implement our safety system in each construction project.
The Company has been accredited and continuously re-accredited with
ISO 14001 and ISO 45001 certifications in respect of our environmental
management system and occupational safety and health management
system. As a result, the Board is satisfied that these measures are
adequate and effective to promote a safer and healthier environment for
the workers at our construction sites.

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

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

Participation at general meetings

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

Convening of SGM and Putting Forward Proposals at
General Meetings

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

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

Right to Put Enquiries to the Board

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

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

Any Shareholder who wishes to nominate a person to stand for election
as a director at a general meeting of the Company shall validly serve the
following documents on the company secretary of the Company at the
Company’s principal place of business in Hong Kong (43/F, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong) or to the branch
share registrar of the Company (Level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong), provided that the minimum length of the period,
during which such documents are given, shall be at least seven days and
that (if such documents are submitted after the despatch of the notice of
the general meeting appointed for such election) the period for lodgement
of such documents shall commence on the day after the despatch of the
notice of the general meeting appointed for election of director and end
no later than seven days prior to the date of such general meeting:

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

(i) letter of consent signed by the Nominated Candidate of his/her
willingness to be elected as a director; 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

EE N NREEEERE

BOARD OF DIRECTORS
Executive Directors

Mr. Chan Ki Chun (formerly known as Chan Kin Chung), aged 64, 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 41 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 Il, the West Kowloon Corridor and the Hong Kong
Disneyland Resort project. Prior to joining the Group, Mr. Chan joined
OVE ARUP & Partners Hong Kong Limited, a company which provides
consulting services in building design, civil engineering and industrial
construction where he was primarily responsible for civil engineering
related works, from June 1979 to February 1989.

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

Mr. Chan is a registered professional engineer in civil and geotechnical
engineering by Hong Kong Engineers Registration Board and a member
of the Institution of Civil Engineers in the United Kingdom and the Hong
Kong Institution of Engineers. Mr. Chan holds a bachelor’s degree in civil
engineering from the University of Alberta in Canada. He is father of Mr.
Chan Yau Ming, a member of the senior management of the Company.
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Mr. Chan Chor Tung, aged 64, 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 30 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.

Mr. Yung Kim Man, aged 59, 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. In July 2018, Mr. Yung was appointed as director of Sun Fook
Kong Construction Limited and Sun Fook Kong (Civil) Limited (both being
indirect wholly-owned subsidiaries of the Company).He is also a
managing director of Chit Cheung Construction Company Limited (an
indirect wholly-owned subsidiary of the Company) since 1 June 2011
where he is responsible for its overall management and a director of
various of our subsidiaries. Mr. Yung has over 36 years of experience in
the construction management and civil engineering industry. Mr. Yung
joined the Group in October 1990. Prior to joining the Group, Mr. Yung
worked with Cheng Kwan Construction Co., Ltd from June 1984 to
October 1990, where his last position was a site agent and he was
primarily responsible for tendering, budgeting, subletting, subcontractors
liaison, cost control and claim submissions.

Mr. Yung is a member of the 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.
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Mr. Yeung Cho Yin, William, aged 59, 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 our Group 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).

Independent Non-Executive Directors

Mr. Lam Leung Tsun, aged 64, 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 34 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.
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Mr. Jim Fun Kwong, Frederick, aged 73, 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 from
May 2007 until his retirement. Mr. Jim joined such company in
September 1996 and he is primarily responsible for dealing in securities
and future contracts. Mr. Jim has over 40 years of experience in the
financial services industry. Prior to joining such company, he served as
an investment consultant in Sun Hung Kai Securities Limited, a stock
brokerage company from August 1977 to September 1996, where he
was primarily responsible for retail sales of securities and related products
in the marketing department. He served as a staff accountant of Arthur
Andersen & Co., an international audit firm where he was primarily
responsible for providing services in auditing from November 1973 to
April 1975.

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

Mr. Chan Kim Hung, Simon, aged 64, was appointed as an
independent non-executive director of the Company on 19 November
2015. Mr. Chan has retired since April 2006. Mr. Chan has over 25 years
of experience in treasury and capital markets and had served various
trading and managerial roles in Hong Kong and Singapore. He joined the
Royal Bank of Scotland plc., (“RBS”) Hong Kong branch as a dealer in
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.
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SENIOR MANAGEMENT

Mr. Lam Wai Ki, Davie, aged 60, is a director of our quantity surveying
division and is primarily responsible for the overall monitoring and
management of quantity surveying, contractual disputes and litigation
matters in our construction division. He is also a director of Build.it
Limited, Grand Win Design Consultants Limited and Linktech Engineering
& Landscape Consultants Limited (all being indirect wholly-owned
subsidiaries of the Company). Mr. Lam has over 41 years of experience
in the building and construction industry. Mr. Lam joined the Group in
January 1988.

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 54, is a director of our quantity surveying
division and is primarily responsible for the overall monitoring and
management of quantity surveying, contractual disputes and litigation
matters in our civil division. He is also a director of Bestwise Envirotech
Limited, BML Engineering Limited, Chit Cheung Construction Company
Limited and Linktech Engineering & Landscape Consultants Limited (all
being indirect wholly-owned subsidiaries of the Company). Mr. Szeto has
over 36 years of experience in the civil engineering industry and he joined
the Group in July 1989.

Mr. Szeto is @ 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.
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Mr. Chan Yau Ming, aged 36, is a manager of our estimating division
and is primarily responsible for the overall management of our estimating
division. He is also a director of Build.it Limited and Chit Cheung
Construction Company Limited (both being indirect wholly-owned
subsidiaries of the Company). Mr. Chan has over 12 years of experience
in the civil engineering and building construction industry. Mr. Chan joined
our Group in August 2008 as an Engineer Graduate and was promoted
to the current position in January 2019. Mr. Chan is a member of the
Institution and a Chartered Civil Engineer in the United Kingdom and a
member of Hong Kong Institute of Engineers. Mr. Chan graduated from
The University of Alberta in Canada with a bachelor’s degree of science
in civil engineering in November 2006 and subsequently obtained a
master’s degree of science in civil infrastructural engineering and
management from the Hong Kong University of Science and Technology
in November 2012. Mr. Chan is the son of Mr. Chan Ki Chun, the
Chairman and Managing Director of the Company.

Mr. Au Man Kiu, Derek, aged 61, is a director of Bestwise Envirotech
Limited (an indirect wholly-owned subsidiary of the Company) and is
primarily responsible for overall management of project. Mr. Au has over
37 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.

Mr. Ho Su Cheng, aged 53, is a director of our construction division. He
is responsible for the overall monitoring and management of projects in
our building maintenance, housing services and property management.
Mr. Ho re-joined the Group in April 1998 and has over 28 years
experience in the construction industry. He has previously worked for us
as quality officer from August 1992 to September 1993 and as assistant
quality manager from October 1993 to March 1995.

Mr. Ho is a member of The Chartered Institute of Building of the United
Kingdom and Hong Kong Institute of Construction Managers. He
graduated from the Hong Kong Polytechnic (now known as the Hong
Kong Polytechnic University) with a bachelor’s degree of science in
building technology and management in October 1992 and subsequently
obtained a master’s degree of arts in arbitration and dispute resolution
from the City University of Hong Kong in November 2001 and a master’s
degree of science in real estate from the University of Hong Kong in
November 2008.
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Ms. Lee Yeuk Lui, Rosa, aged 48, 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 26 years of experience in
accounting. Ms. Lee joined the Group in August 2007.

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

Ms. Tang Yuen Wah, Rity, aged 62, is the deputy director of
administration division and company secretary of the Group and is
primarily responsible for the personnel, office administration, company
secretarial and insurance matters of the Group. Ms. Tang has over 24
years of experience in business administration, human resources and
company secretarial matters and she joined the Group in January 1995.

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

COMPANY SECRETARY

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

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

PRINCIPAL ACTIVITIES

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

PRINCIPAL PLACE OF BUSINESS

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

SEGMENT INFORMATION

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

RESULTS

The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 133 of this annual report.

DIVIDEND AND DIVIDEND POLICY

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

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

The Board will continually review the dividend policy and, if consider
appropriate, may modify, amend and change the dividend policy at any
time.
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The Directors recommended the payment of a final dividend of HK8.0
cents per ordinary share of the Company (the “Share”) for the Year (2019:
HK4.0 cents per Share), amounting to HK$32 million (2019: HK$16
million). Such payment of dividends will be subject to the approval of the
Shareholders at the forthcoming annual general meeting of the Company
to be held on Tuesday, 25 May 2021 (the “2021 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, 3
June 2021. It is expected that the proposed final dividend will be paid on
or about Thursday, 17 June 2021.

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

CLOSURE OF REGISTER OF MEMBERS

In order to establish entitlements to attend and vote at the 2021 AGM,
the register of members of the Company will be closed from Thursday,
20 May 2021 to Tuesday, 25 May 2021 (both dates inclusive), during
which 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 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong not later than 4:30 p.m. on Tuesday, 18 May 2021.

In order to establish entitlements to the proposed final dividend, the
register of members of the Company will be closed from Wednesday, 2
June 2021 to Thursday, 3 June 2021 (both dates inclusive), 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 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong not later than 4:30 p.m. on Tuesday, 1 June 2021.
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REPORT OF THE DIRECTORS

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 224 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$39,000 (2019: HK$40,000).

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 136
of this annual report and the details of reserves attributable to equity
shareholders of the Company are set out in note 20 to the consolidated
financial statements.

At 31 December 2020, the aggregate amount of reserves available for
distribution to equity shareholders of the Company, as calculated under
the provisions of Part 6 of the Hong Kong Companies Ordinance, was
HK$1.40 million (2019: HK$17.77 million).

SHARE CAPITAL

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

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

Shares available for issuance

The maximum number of the Shares in respect of which options may be
granted under the Scheme and under any other share option schemes of
the Company (excluding, for this purpose, shares which would have been
issuable pursuant to options which have lapsed in accordance with the
terms of the Scheme or any other share option scheme of the Company)
must not in aggregate exceed 10% of the total number of Shares in issue
as at Listing Date, being 40,000,000 Shares, excluding for this purpose
Shares which would have been issuable pursuant to options which have
lapsed in accordance the terms of the Scheme (or any other share option
schemes of the Company). The Company may, subject to the issue of a
circular, the shareholders’ approval in a 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 it 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.

Maximum entitlement of each eligible participant

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

RETIREMENT SCHEMES

Details of the retirement schemes of the Group are set out in note 24 to
the consolidated financial statements.

DIRECTORS

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

Executive Directors

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

Independent Non-executive Directors

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

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 104 to 110 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. Yung Kim Man, Mr. Lam Leung Tsun and Mr. Jim Fun Kwong,
Frederick will retire by rotation and, being eligible, offer themselves for re-
election at the 2021 AGM pursuant to bye-law no. 84 of the Bye-Laws.
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INDEPENDENCE OF INEDs

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

DIRECTORS’ SERVICE CONTRACTS

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

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

Save as disclosed above, none of the Directors proposed for re-election
at the 2021 AGM has or is proposed to have a service contract with any
member of the Group which is not determinable by the Group within one
year without payment of compensation, other than statutory
compensation.

EMOLUMENT POLICY

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

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

REMUNERATION OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

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

DIRECTORS’ MATERIAL INTERESTS IN CONTRACTS

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

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

Interests in the Company

As at 31 December 2020, none of the Directors or chief executive of the
Company has any interest or short positions in the shares, underlying
shares or debentures of the Company which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong) (the “SFO”) (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO) or
which were required, pursuant to section 352 of the SFO, to be entered
in the register referred to therein, or which were required, pursuant to the
Model Code to be notified to the Company and the Stock Exchange.
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Interests in associated corporations of the Company

As at 31 December 2020, the interests or short positions of the Directors
or chief executive of the Company in the shares, underlying shares or
debentures of the Company’s associated corporations (within the
meaning of Part XV of the SFO (i) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO); or (i) which
were required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or (iii) which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code, were as
follows:

RA R RAEBEB R ER

BE_Z-ZHF+-A=1+—H ARFESHR
BITBRABRANGEEEE (EERBFRPEK
BIEEXVER) R ~ RN D R ERE P () B RE
BEHERIBIEHIEXVIHE7 RSO HBAEMNEA AR R
R ATRESSAR (BIEREES MBS KRINE
BESOREFR ABENERIUAR) « i) EH
BIEES RS IEDIE 352 G BB RN IEFT & 3
MeEzRSAR - i) EERBZESTABANS AR
AR RERETHESSA AT

Number of  Approximate

Name of Shares (long percentage of

Name of Director associated corporation Capacity position)  shareholding
RDEE BAORR

Expns R SR 514 (F&) Bo
Mr. Chan Ki Chun Sun Fook Kong Group Limited  Interest in controlled corporation 97,599 3.54%

PREUZ R A (the “SFK Group”) (Note 1)
FrEbEEER AR YR EE R (1)
([FrEAE=E])

Note 1: Mr. Chan Ki Chun beneficially owns the entire issued share capital of Growth Asset MisE1: R B )Z % 4 E % ¥ A Growth Asset Holdings Limited
Holdings Limited, a company incorporated in the British Virgin Islands with limited ([Growth Asset| - fTERBHMR KBS MK LN BRAF)
liability (“Growth Asset”). By virtue of the SFO, Mr. Chan Ki Chun is deemed to be 2HMEBITRAE - REBHRPEIRD - BREUZ EEHR
interested in the 97,599 shares of SFK Group held by Growth Asset. #3BA Growth Asset PIT#5 #7188 5 811 97,699 IR iR 15 F #E

S -
Save as disclosed above, as at 31 December 2020, none of the Directors B EXFI#HBREN  HE_ZT_TF+_A=1—

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.
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REPORT OF THE DIRECTORS

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 2020, 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:

EEHE

FEBRRRAELFIRG  HEAKGORERE
ENREERAE
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Approximate

Number of Shares percentage of

Name of shareholder

Nature of interest

(long position)

shareholding

KRG EHE BARR
BRRMEEB EEME (FR) BOK
SFK Group Beneficial owner (Note 1) 300,000,000 75%
MR RE EmEAA (M)
Good Target Limited Interest of controlled corporations 300,000,000 75%
(“Good Target”) (Notes 1 and 2)
EyEEE s (M1 R2)
Ocean Asset Holdings Limited Interest of controlled corporation 300,000,000 75%
(“Ocean Asset”) (Notes 1 and 2)
EEEE R (1 k2)
Mr. Lo Kai Shui (“Mr. Lo”) Interest of controlled corporations (Note 2) 300,000,000 75%
BRURFTE(TEELE]D RirrE R (M 2)
Mr. Hu Liang Ming Raymond Beneficial owner 12,000,000 3%
AL EmBEAA
Mr. Hu Liang Ming Raymond Beneficiary of a trust 10,000,000 2.5%
AR A BEERHmA

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

0.16% by Global Trinity Limited.

Note 2: Good Target, a company incorporated in the British Virgin Islands with limited liability,

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

Save as disclosed above, as at 31 December 2020, 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.

MEl T REEEAEABEARNESREMRINERRA A
Good Target » Ocean Asset * Growth Asset » Chief Champion
Limited + Jemrick Holdings Limited + KSL Management
Limited * LHS Management Limited + Worldrich Enterprises
Limited + #£ % 5 BR 2 &) & Global Trinity Limited 2 31l # & 49
71.39% ~ 18.94% ~ 3.54% ~ 1.94% ~ 1.46% ~ 1.06% *
0.83% ~ 0.46% ~ 0.22% £20.16% °

Mf{3E2 :Good Target BIE KB H B RBEES MK IMWAR AR - A%
FEBEEEE - Ocean Asset BIERBE# B RS EMA
VHBRAR  ABRAEBERZEERE  cBEEFRBEER
Bl BEERBRTBERERBEORNPESER -

BREXFEREN BE_T_FF+_A=1+—
B - REFAALECARMALRAQRRDL - 8
RN RERETRERRRAEERAREES
KEEEHIEXVEE 2 R 3D EGEX A TIREN RS
FAR - RARBRARRRER 7RG GRS
3B IHREF <R BELMABERIOAE

—TFR | HEARREEERAT 421



REPORT OF THE DIRECTORS
EEWRE

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 83.3% (2019: 78.5%) of the Group’s total revenue for
the Year. The largest customer accounted for approximately 49.2% of
the Group’s total revenue for the Year (2019: 50.6%).

During the Year, purchases from the Group’s top five suppliers, all of
which are based in Hong Kong and are independent third parties,
collectively accounted for approximately 18.9% (2019: 15.7%) of the
Group’s total purchase costs for the Year. The largest supplier accounted
for approximately 6.5% of the Group’s total purchase costs for the Year
(2019: 3.7%).

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

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 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.

CONNECTED TRANSACTIONS

During the Year, there was no connected transaction or continuing
connected transaction of the Company as defined under Chapter 14A of
the Listing Rules which is required to comply with any of the reporting,
announcement or independent shareholders’ approval requirements
under the Listing Rules.

PERMITTED INDEMNITY PROVISIONS

At no time 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 5
to 34. Such business review forms part of this Report of the Directors.
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REPORT OF THE DIRECTORS
EEWRE

SIGNIFICANT LEGAL PROCEEDINGS

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

EVENTS AFTER THE REPORTING PERIOD

The Board is not aware of any significant event requiring disclosure that
has taken place subsequent to 31 December 2020 and up to the date of
this report.

CORPORATE GOVERNANCE

Details of the corporate governance of the Company are set out in the
section headed “Corporate Governance Report” in this annual report on
pages 88 to 103.

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 2021 AGM. A resolution for their re-appointment as
the auditor of the Company will be proposed at the 2021 AGM.

On behalf of the Board

Chan Ki Chun
Chairman

Hong Kong, 25 March 2021

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

KPMG!

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

OPINION

We have audited the consolidated financial statements of SFK
Construction Holdings Limited (“the Company”) and its subsidiaries (“the
Group”) set out on pages 132 to 223, which comprise the consolidated
statement of financial position as at 31 December 2020, 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 2020 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 3 Az AN R &

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BRERHEE

MEEER 2

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

financial statements.

ELBIF BB BARM T3 RAF B BEBRRIGE10) R 100 F Y85 BE -

The Key Audit Matter
BREETEE

How the matter was addressed in our audit

BN ETNWEEZSEE

The Group recorded revenue from the provision of general building
and civil engineering totalling HK$3,558 million for the year ended 31
December 2020.

BHE_ZT-TF+_A=1+—BItFE B£EESEGIREH-—KREER
TARIRBEENRERFTA3558FEBTT ©

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

BRREENEEKFEERXNRBACHRIRAENEEAR &
BFTET LA AR b AT AN e R A B HOARE RS B ERR © & AR AR AETT
TERSHERR, - BRI TAHIA W BB A (R B -

H

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

Wik Bt P/ BB MV RS (AR o B 5 B A MR A RS R
HRSRITEEAEREHY - A ESEBARRA NN - FEE
MEE - REREORES EHENERLEARTE FREEE

1% E M R AR ARFSMBE N T E -
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Our audit procedures to assess contract accounting
estimates included the following:

BAFHES AR EREFBEATRIA

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

AHEE B QRS R R M B8 N AR Bl A R E
Bt EERN

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 with 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;

BRERMFHERMRANBRREBNER (21
BRMBEESBEL BEFHANEH REARNME
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R BEEEEEENARBENWFEANLERE
ETHEDNERLHAERUE DGR K
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

& N 1% BUAD ¥ &

MEEER 2

BREFE

Refer to note 3 to the consolidated financial statements and the accounting policies in notes 1(l) and 1(t)(i) to the consolidated
financial statements.

BRMEE B MEMN T3 RAFEIBIMAN T 1) R 100) F I EETHE -

The Key Audit Matter
BREETEE

How the matter was addressed in our audit

BN ETNWEEZSE

We identified contract accounting estimates as a key audit matter
because the estimations of the total revenue and total costs to
complete contracts are inherently subjective and require significant
management judgements and estimations 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 ENEHEHEEARREXZER  ARENRERTKAKNR
ARG RAAE TR BT REANE R EHE M A5t RBERE K

BRAEHRATERINERA R EHUE S R (AR ERTHIREA)E
BAWERANEBERZSRLREAESR -

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;

BREFALEETHNIEANMNTHR M ERAE
W%%%%*ﬁ%%%ﬁﬁszAF$MfWW
AMGEFER - Bo B Rt EERN TR
iﬁﬁ%&%ﬁ@ﬁﬁﬁnﬁﬁﬁﬁ$%h LHY
H3

Dlp l:uL

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

B FRNEAETHERANERNE e
KAEFEENZEEATNIBZLZERTHL |

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;
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INDEPENDENT AUDITOR’S REPORT
8 3 % BRD S

KEY AUDIT MATTERS (Continued) MRBEHERE)

Contract accounting estimates

BRERHEE

Refer to note 3 to the consolidated financial statements and the accounting policies in notes 1(l) and 1(t)(i) to the consolidated
financial statements.

FLRIAF BB BRARM T3 RAF B BEBRRMGE10) R 100 F ey B85 BE -

The Key Audit Matter How the matter was addressed in our audit
BEETEE BN EST A EEZEE

° 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

s RBRANNRKEREZAMHEZFIENELL
AEHETHLY - BAFE RN AETEELE
%o UAHAE R ERRIREM RSN © &

o 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.

s HMERBRETEFPRNEBENE DWHEAREERRE
BRI (BIERATATT - 608 a0 T
{EEE - BOBES) X EZE@RIGRR A&
EERREANBAR G K A8 R TR KA F
BEREHRER

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

The directors are responsible for the other information. The other ZEZHZHHMEEEET - HMEERENHRFR
information comprises all the information included in the annual report, RHZIHELE - BTREFLEETBRE REMOZ
other than the consolidated financial statements and our auditor’s report ~ EiEfzR % -

thereon.

Our opinion on the consolidated financial statements does not cover the  HEMEGEMBRENER L TREEMER - &

other information and we do not express any form of assurance I T HZEFHMESERTMNEANEDEHR
conclusion thereon.
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INDEPENDENT AUDITOR’S REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

&

Mtz BRD R

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

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:

130

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.

SFK Construction Holdings Limited | Annual Report 2020
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INDEPENDENT AUDITOR’S REPORT

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.

° 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, actions taken to eliminate threats or safeguards applied.

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

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

KPMG
Certified Public Accountants

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

25 March 2021
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CONSOLIDATED INCOME STATEMENT
/\\/\ J’IQ 2%

For the year ended 31 December 2020 HE-_Z-THE+_A=+—HBIFE
(Expressed in Hong Kong dollars) (ABTE7)
2020 2019
—E-EF —E-NF
Note $°000 $°000
B sE Tt Tt
Revenue % 3 3,772,118 5,461,871
Direct costs BEKAK (3,812,035) (5,386,722)
Gross (loss)/profit (F8)EF (39,917) 75,149
Other revenue H AUz 4 95,847 2,609
Other net loss M FEsE 5 (7,433) (530)
Administrative expenses THAX (78,168) (84,068)
Loss from operations KEEE (29,671) (6,840)
Finance costs BhE RN 6(a) (12,052) (19,409)
Share of results of a joint venture DMEEEEEE 1,343 (6,750)
Loss before taxation BRFiBIEE 6 (40,380) (32,999)
Income tax g% 7(a) 21,406 3,597
Loss for the year FEFR (18,974) (29,402)
Attributable to: FEAL -
Equity shareholders of the Company RN BRI (19,027) (28,827)
Non-controlling interests FEIEARAE RS 53 (575)
Loss for the year FEFR (18,974) (29,402)
Loss per share — Basic/Diluted BREE - EX 89 10 (4.8) centi&B1l  (7.2) cents 1l

The notes on pages 139 to 223 form part of these consolidated financial 25139 % 223 B M sHiE A X E 434 ﬁﬁ%&i‘%—*ﬁ g
statements. Details of dividends payable to equity shareholders of the  BRIFERNENARA L IRE 2 KB FEHAM
Company attributable to the year are set out in note 20(b). 20(b) °
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOI\/IE

For the year ended 31 December 2020

MIN

=l TR

3 3R

HE_T-_ZTHF+_A=+—BHILFE

(Expressed in Hong Kong dollars) (ABTTE7)
2020 2019
—E-EHF —NF
$’000 $000
Ft T
Loss for the year FEEBSE (18,974) (29,402)
Other comprehensive income FEHMEZERE (BRBE)
for the year (after tax)
Item that may be reclassified subsequently Hizn &3 = EmAEE -
to profit or loss:
Exchange differences on translation of financial — #EHFBEZINE B R 7
statements of subsidiaries outside Hong Kong ~ BA 7§k & i, =58 390 (209)
Total comprehensive income for the year FE2AKNZALE (18,584) (29,611)
Attributable to: BEAk
Equity shareholders of the Company AAEEREE (18,649) (29,035)
Non-controlling interests FEIE AR AR 65 (576)
Total comprehensive income for the year FEZHEHWRARE (18,584) (29,611)
The notes on pages 139 to 223 form part of these consolidated financial %139 % 223 Bt sI M Z S5 A S HRE—5H
statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR A B AR R R

at 31 December 2020
(Expressed in Hong Kong dollars)

RZT-_TF+=-A=+—H
(LA TT251)

2020 2019
—E-EF T—NEF
Note $’000 $000
B 5T Tt T

Non-current assets EREBEE
Property, plant and equipment ME - R MERE 11 95,670 110,296
Goodwill EES 1,209 1,209
Deferred tax assets BEHIEEE 7(c)(i) 60,448 39,049
157,327 150,554

Current assets REEE
Contract assets BHEBE 14 1,115,690 1,422,493
Trade and other receivables FEWE S8R &E{ﬂ FEU I8 15 400,389 514,244
Amount due from a joint venture FEW A B 13(a) 4,107 3,010
Current tax recoverable Al Uz [ BN AR fRIE 7)) 4,726 2,685
Pledged deposits BIRRER 20,113 25125
Cash and cash equivalents BeMESEEY 16(a) 449,827 263,505
1,994,852 2,231,062
Current liabilities FREEE

Interest in a joint venture REETENER 13(a) 18,121 19,464
Contract liabilities aEHBaE 14 189,103 118,191
Trade and other payables BB 5 BR 3 N B Ath B < 50 17 1,273,637 1,307,142
Bank loans IRITER 18 200,417 408,464
Lease liabilities HERE 19 27,306 17,908
Current tax payable e BV EARL 18 7(c)() 1,853 8,025
1,710,437 1,879,194
Net current assets REBEEFE 284,415 351,868
Total assets less current liabilities HEERRBARS 441,742 502,422

Non-current liabilities FRBEE
Lease liabilities Tﬂ’lﬁ BE 19 40,057 49,711
Deferred tax liabilities RIERRIB & & 7(c)(i) 4,100 4,542
44,157 54,253
NET ASSETS BEEFE 397,585 448,169
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR A B AR R R

at 31 December 2020 RZTZ-ZF+-_A=+—H
(Expressed in Hong Kong dollars) (ABTTE7)
2020 2019
—g=8% —T-n%
Note $°000 $°000
ks Tr Tt
CAPITAL AND RESERVES EXR#E
Share capital A% A 20(c) 40,000 40,000
Reserves R 357,659 408,308
Total equity attributable to equity AT ERRREGERELE
shareholders of the Company 397,659 448,308
Non-controlling interests FEERER (74) (139)
TOTAL EQUITY R 397,585 448,169

Approved and authorised for issue by the board of directors on 25 March &KEFeRN T _-_—F = -+ A BHERTREEE

2021. 17 o
Chan Ki Chun Yeung Cho Yin, William
BR L= BEE
Director Director
£ -
The notes on pages 139 to 223 form part of these consolidated financial 25139 &= 223 BB & F4r & MRz — &5 o
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GAERED X

For the year ended 31 December 2020 HE-_Z-_ZHF+-_A=+—HILFE
(Expressed in Hong Kong dollars) (ABT27)
Attributable to equity shareholders of the Company
ARRERRREN
Non-
Share Share Capital  Exchange  Retained controlling Total
Note capital  premium reserve reserve profits Total interests equity

i3 B RIDEE EAEE ELEE  REEN gt FEiESE  EReR
$:000 $:000 $:000 $:000 $:000 $/000 $000 $000
T T T T T T T T

At 1 January 2019 R-Z-n%-A—-H 40,000 82,867 81 (135) 370,530 493,343 437 493,780

Changes in equity for 2019: —B—hEEZSE

Loss for the year FEER = = = = (28,827 (28,827 (675) (29,402)
Other comprehensive income  Eft1 2 E Mz = = = (208) - (208) (1) (209)
Total comprehensive income 2ENEBE - - - (208)  (28,827) (29,085 (576) (29,611
Dvdendsapproved nrespect  3tAI—EERgmBEE
of the previous year 20(b)(i) - - - - (16,0000 (16,000) - (16,000)
At 31 December 2019 RZB-h&
+=ZA=+-H 40,000 82,867 81 (343) 325703 448,308 (139) 448,169

Attributable to equity shareholders of the Company

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

HiE BRE  RORE ErfE EARE REEN wit FEREE BEAH
$000 $000 $000 $000 $000 $000 $000 $000
Fr Fr Fr Tr Fr Tr Fr Fr

At 1 January 2020 R-B-25-A-H 40,000 82,867 81 (343) 325,703 448,308 (139) 448,169

Changes in equity for 2020: —ES-TEREZSH

Loss for the year FEER - - - - (19,027)  (19,027) 53  (18,974)
Other comprehensive income Ha2mbis - - - 378 - 378 12 390
Total comprehensive income 2ENEEE - - - 378  (19,027) (18,649 65  (18,584)
Dividends approved in respect  BLAT—EE#ERIR S

of the previous year 20(b)(i) - - - - (16,000)  (16,000) - (16,000)
Dividends declared in respect ~ AEE T RHIKE

of the current year 20(0)()) - - - - (16,000)  (16,000) - (16,000)
At 31 December 2020 R-B-EF

+=R=t+-AH 40,000 82,867 81 35 274,676 397,659 (74) 397,585

The notes on pages 139 to 223 form part of these consolidated financial % 139 & 223 B M K Z S5 & MKk —35 ©
statements.
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CONSOLIDATED CASH FLOW STATEMENT

FMERTARER

For the year ended 31 December 2020 HE_T-_ZTHF+_A=+—BHILFE
(Expressed in Hong Kong dollars) (ABTTE7)
2020 2019
—E-EHF —E-NF
Note $°000 $°000
B 5E FTr Tt
Operating activities BESEE
Loss before taxation BRELRTETIE (40,380) (32,999)
Adjustments for: BNY R IEEH AR
— Interest income — FEHA 4 (1,687) (1,002)
— Net gain on disposal of property, — HEWE  BELRED
plant and equipment W 25 F 58 5 (488) (422)
— Net realised and unrealised losses/ — R K5 EAD B3R [ R B IR
(gains) on interest rate swap BB (k) F 5 5 7,734 (299)
— Finance costs — BB KR 6(a) 12,052 19,409
— Depreciation — e 6(c) 40,217 34,069
— Share of results of a joint venture — DMEEEEEE (1,343) 6,750
— Net foreign exchange (gain)/loss — SNE (W), 1855 (207) 2
Changes in working capital: LELEEE
— Decrease/(increase) in contract assets — & #&ER (3L 1) 306,803 (160,121)
— Decrease in trade and other — ERE SRR REM
receivables FEU IR R 16(b) 113,221 59,456
— Decrease/(increase) in pledged — BHEFEZORLD, ()
deposits 5,012 (86)
— Increase/(decrease) in contract — AHaEgm Chd)
liabilities 70,912 (1,697)
— (Decrease)/increase in trade and — ENEZERI R EM
other payables FETRIE CRiA), /1N 16(b) (10,093) 227,080
Cash generated from operations REMBRS 501,753 150,140
Hong Kong Profits Tax paid, net ERBEAENGEH - F5E (8,648) (1,951)
Net cash generated from REEFHFEREFHE
operating activites 493,105 148,189
Investing activities RETH
Payment for the purchase of property, BEWE BEX
plant and equipment BLINEN (2,358) (15,448)
Proceeds from disposal of property, HEWE - WEMEKE
plant and equipment FT{S 3R 515 587
Repayment from a joint venture KEAZETENER 9,920 27,545
Advances to a joint venture ala B EHRR (11,017) (28,232)
Payment for acquisition of a subsidiary U BE — BB ARl
net of cash acquired (FOBrUEEIR ) = (2,458)
Interest received B U F & 1,918 777
Net cash used in investing activities REEZEFTARERE (1,022) (17,229)
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CONSOLIDATED CASH FLOW STATEMENT
cEREEMER

For the year ended 31 December 2020 HE-_Z-THE+_A=+—HBIFE
(Expressed in Hong Kong dollars) (ABTE7)
2020 2019
—EEH —ZE-NEF
Note $°000 $000
B &E Tt T
Financing activities RS SEE
Proceeds from bank loans RITERATISHRIA 16(b) & 16(c) 809,436 912,000
Repayment of bank loans EEIBITER 16(c) (1,048,181) (943,662)
Capital element of lease rentals paid ENHEHNEREXR 16(c) (23,516) (17,079
Interest element of lease rentals paid BENEeHFEEX 16(c) (1,727) (1,745)
Interest paid BFIE 16(c) (10,325) (17,664)
Dividends paid to equity shareholders MR B S IR IR RIS
of the Company 20(b) (32,000) (16,000)
Net cash used in financing activites ®&ZSHMARLFHE (306,313  (84,150)
Net increase in cash and ReERBEESEEY
cash equivalents B hNEEE 185,770 46,810
Cash and cash equivalents at the FINEEREESZEEY
beginning of the year 16(a) 263,505 216,897
Effect of foreign exchange rate changes [E &4 Bh ) 5/ £ 552 (202)
Cash and cash equivalents attheend FARMWRERBELZEY
of the year 16(a) 449,827 263,505
The notes on pages 139 to 223 form part of these consolidated financial % 139 & 223 Bt i1 i S 5 & BTG SRmE —25 o
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

General information

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

Statement of compliance

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

The HKICPA has issued certain amendments to 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 accounting
period reflected in these financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VEPN

IRAN

(Expressed in Hong Kong dollars unless otherwise indicated)
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BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
December 2020 comprise the Company and its subsidiaries
and the Group’s interest in a joint venture.

The measurement basis used in the preparation of these
financial statements is the historical cost basis except that
derivative financial instruments (see note 1(h)) are stated at
their fair value.

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

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

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

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Changes in accounting policies

(e)

The HKICPA has issued the following amendments to
HKFRSs that are first effective for the current accounting
period of the Group:

° Amendments to HKFRS 3, Definition of a Business

° Amendments to HKFRS 9, HKAS 39 and HKFRS 7,
Interest Rate Benchmark

° Amendments to HKAS 1 and HKAS 8, Definition of
Material

None of these developments have had a material effect on
how the Group’s results and financial position for the current
or prior periods have been prepared or presented. The Group
has not applied any new standard or interpretation that is not
yet effective for the current accounting period.

Subsidiaries and non-controlling interests

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

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

VEPN
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(Expressed in Hong Kong dollars unless otherwise indicated)
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

Subsidiaries and non-controlling interests (Continued)

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.

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(k)(iii)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Joint arrangements

@i

Joint venture

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

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

When the Group’s share of losses exceeds its interest
in the joint venture, the Group’s interest is reduced to
nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf
of the investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the equity
method together with any other long-term interests that
in substance form part of the Group’s net investment in
the joint venture (after applying the expected credit loss
(“ECL”) model to such other long-term interests where
applicable (see note 1(k(i)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated)

BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

() Joint arrangements (Continued)

@

(i1)

Joint venture (Continued)

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, the retained interest is not
remeasured. Instead, the investment continues to be
accounted for under the equity method.

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

Joint operations

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

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)
() Joint arrangements (Continued)
(i) Joint operations (Continued)

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

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

(9) Goodwill

Goodwill represents the excess of

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

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

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

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

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

(h)

Derivative financial instruments

Derivative financial instruments are recognised at fair value. At
the end of each reporting period the fair value is remeasured.
The gain or loss on remeasurement to fair value is recognised
immediately in profit or loss.

Property, plant and equipment

The following items of property, plant and equipment are
stated at cost less accumulated depreciation and impairment
losses (see note 1(K)):

—  right-of-use assets arising from leases over leasehold
properties where the Group is not the registered owner
of the property interest; and

— items of plant and equipment, including right-of-use
assets arising from leases of underlying plant and
equipment (see note 1())).

Gains or losses arising from the retirement or disposal of an
item of property, 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
property, plant and equipment, less their estimated residual
value, if any, using the straight line method over their
estimated useful lives as follows:
— Properties leased for own use Over the unexpired

term of lease
— Machinery and equipment 5 years or over the
unexpired term of lease

— Motor vehicles 5 years

— Furniture and fixtures 5 years
Where parts of an item of property, 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

@)

Leased assets

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains, a
lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer has
both the right to direct the use of the identified asset and to
obtain substantially all of the economic benefits from that use.

As a lessee

At the lease commencement date, the Group recognises a
right-of-use asset and a lease liability, except for short-term
leases that have a lease term of 12 months or less and leases
of low-value assets. When the Group enters into a lease in
respect of a low-value asset, the Group decides whether to
capitalise the lease on a lease-by-lease basis. The lease
payments associated with those leases which are not
capitalised are recognised as an expense on a systematic
basis over the lease term.

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments
payable over the lease term, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily
determined, using a relevant incremental borrowing rate. After
initial recognition, the lease liability is measured at amortised
cost and interest expense is calculated using the effective
interest method. Variable lease payments that do not depend
on an index or rate are not included in the measurement of
the lease liability and hence are charged to profit or loss in the
accounting period in which they are incurred.

The right-of-use asset recognised when a lease is capitalised
is initially measured at cost, which comprises the initial amount
of the lease liability plus any lease payments made at or before
the commencement date, and any initial direct costs incurred.
Where applicable, the cost of the right-of-use assets also
includes an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site
on which it is located, discounted to their present value, less
any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation
and impairment losses (see notes 1(i) and 1(k)(iii).

1

AR B R R M A

nt

(BmHEAN - UWETZF)

FESBE @)

@)

ﬁ
H

HEEE

AEBENE QN ERETFEZED
EEEHENBEHE - HMEHRIREL
REME TR —REEARZES A EEE
EEANEN  AZANBHEEREE
HE - HEFAEEIEAURINEEN
ﬁ%&ﬁ&ﬁ%¢ﬁm%ﬁ%ﬁ%&%
CRIRTIEFIRED B -

EREBA

REEHRKBEH  NEEBREREE
ENEEAE HEER/12EALE
RHEHRHEHENREEEENHEERI -
EAEBREREEEETVHEER - &
SERZERHERMARAEREGKHEESR
e - BHETMEEACHEMRRBNR
ENRREERNIRERELERER R
%o

ERHEENLE  HEREVZRE
ERANENEENRHRERER  AE
REEFRSHFEX (HEAERATE
REETE ) (£ AR AR IR {8 SRR R ALR
RYIFZHERIE - HE B EREHKAG
B MASHXRRAERMNIEFE
THXJ%EA% Ta%ﬁl&kbfﬂﬁ—}“ EEH
HFE%

ﬁ%ﬁ?% SRS e

RAEERCHERNEREEEN S
BRAGE BEEEAENIHNEHE
mLERFE B Bk 2 BTSSR EREE
MR AREENERMNEERKAE
RERBERT  EREEENKATE
EIFGEEREHEEEREREBEE
R BEMEMMEEMMEFKRE - &
XN 78 B3R 2 B IR A8 30 1 B A AT IR Y
HEERE EAREERRERARE

2 ME RRERBEY R (R E1H) &
1(K)(iii))
R | EBEZEEFRA A 147



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A

IRAN

(Expressed in Hong Kong dollars unless otherwise indicated)

1

148

B 75 ¥R & B &

BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)]

Leased assets (Continued)
As a lessee (Continued)

The lease liability is remeasured when there is a change in
future lease payments arising from a change in an index or
rate, or there is a change in the Group’s estimate of the
amount expected to be payable under a residual value
guarantee, or there is a change arising from the reassessment
of whether the Group will be reasonably certain to exercise a
purchase, extension or termination option. When the lease
liability is remeasured in this way, a corresponding adjustment
is made to the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

The lease liability is also remeasured when there is a change
in the scope of a lease or the consideration for a lease that is
not originally provided for in the lease contract (“lease
modification”) that is not accounted for as a separate lease.
In this case the lease liability is remeasured based on the
revised lease payments and lease term using a revised
discount rate at the effective date of the modification.

In the consolidated statement of financial position, the current
portion of long-term lease liabilities is determined as the
present value of contractual payments that are due to be
settled within twelve months after the reporting period.

The Group presents right-of-use assets in “property, plant
and equipment” and presents lease liabilities separately in the
statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)
@i

Credit losses and impairment of assets

Credit losses from financial instruments and
contract assets

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

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

—  contract assets as defined in HKFRS 15 (see note

10

Other financial assets measured at fair value, including
derivative financial assets, are not subject to the ECL
assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present value
of all expected cash shortfalls (i.e. the difference
between the cash flows due to the Group in
accordance with the contract and the cash flows that
the Group expects to receive).

The expected cash shortfalls are discounted using the
following discount rates where the effect of discounting
is material:

— fixed-rate financial assets, trade and other
receivables and contract assets: effective interest
rate determined at initial recognition or an
approximation thereof; and

— variable-rate financial assets: current effective
interest rate.

The maximum period considered when estimating
ECLs is the maximum contractual period over which
the Group is exposed to credit risk.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

Credit losses and impairment of assets (Continued)

@

Credit losses from financial instruments and
contract assets (Continued)

Measurement of ECLs (Continued)

In measuring ECLs, the Group takes into account
reasonable and supportable information that is available
without undue cost or effort. This includes information
about past events, current conditions and forecasts of
future economic conditions.

ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are
expected to result from possible default events
within the 12 months after the reporting date; and

— lifetime ECLs: these are losses that are expected
to result from all possible default events over the
expected lives of the items to which the ECL
model applies.

Loss allowances for trade receivables and contract
assets are always measured at an amount equal to
lifetime ECLs. ECLs on these financial assets are
estimated by grouping together customers with similar
credit risk characteristics and collectively assessing
them for the risk or probability that a credit loss will
occur based on external credit ratings.

For all other financial instruments, the Group recognises
a loss allowance equal to 12-month ECLs unless there
has been a significant increase in credit risk of the
financial instrument since initial recognition, in which
case the loss allowance is measured at an amount
equal to lifetime ECLs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)
@i

Credit losses and impairment of assets (Continued)

Credit losses from financial instruments and
contract assets (Continued)

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the financial instrument assessed at the
reporting date with that assessed at the date of initial
recognition. In making this reassessment, the Group
considers that a default event occurs when (i) the
borrower is unlikely to pay its credit obligations to the
Group in full, without recourse by the Group to actions
such as realising security (if any is held); or (i) the
financial asset is 90 days past due. The Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly since initial recognition:

—  failure to make payments of principal or interest
on their contractually due dates;

— an actual or expected significant deterioration in a
financial instrument’s external or internal credit
rating (if available);

— an actual or expected significant deterioration in
the operating results of the debtor; and

—  existing or forecast changes in the technological,
market, economic or legal environment that have
a significant adverse effect on the debtor’s ability
to meet its obligation to the Group.

1

,_\_|
l\‘/T\

ERE R e

it

(BmHEAN - UWETZF)
FESBE @)
k) FEBEREERMEE)
() REEWIEREGHNEENRGE
58 (F)
1EERBAIE LI

ﬁ
H

R | #EB

FEemTANGEERBREVSHE
RUAKB B KR EFE > REBFE
LEE A R B HRRT A R RV SR
HHF A S R T A A LM E
R REFTEE  AEERE -
i (YR AEERGREVBERITE -
ME R G (W35 B EREARR)
MIERT  (ERAZHEITEEAR
SEZEEETMAREETK K
(i @mEED®EAKX - AIFEK
BENEH - AEESEESENSR
WEERTEHER  BREBFLR
REHEMNHBZRASNE HE A E
BHIRTREIEE R} o

ARTE  FEEEARANSE
AR B AN LA RSO T
an

-  RERASHNIHBHXMNAR
FHHB

— SBIEINBHAIEET
WH)ERR kT HIRR E =L (40
wA)

- ERALERENERSLE
HEERL &

- BEmE BEIERR
EHWB R BRESHHER
ABITEHAREEE AR
NBERTHEZE -

EREBEFR A A 151



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B 755 R 2% B =

= A

IRAN

(Expressed in Hong Kong dollars unless otherwise indicated)

1

152

BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

Credit losses and impairment of assets (Continued)

@

Credit losses from financial instruments and
contract assets (Continued)

Significant increases in credit risk (Continued)

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective
basis. When the assessment is performed on a
collective basis, the financial instruments are grouped
based on shared credit risk characteristics, such as
past due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in profit or
loss. The Group recognises an impairment gain or loss
for all financial instruments with a corresponding
adjustment to their carrying amount through a loss
allowance account.

Basis of calculation of interest income

Interest income recognised in accordance with note 1(t)
(iii) is calculated based on the gross carrying amount of
the financial asset unless the financial asset is credit-
impaired, in which case interest income is calculated
based on the amortised cost (i.e. the gross carrying
amount less loss allowance) of the financial asset.

At each reporting date, the Group assesses whether a
financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a
detrimental impact on the estimated future cash flows
of the financial asset have occurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)
@i

Credit losses and impairment of assets (Continued)

Credit losses from financial instruments and
contract assets (Continued)

Basis of calculation of interest income (Continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

— significant financial difficulties of the debtor;

— a breach of contract, such as a default or past
due event;

— it becoming probable that the borrower will enter
into bankruptcy or other financial reorganisation;
or

— significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor.

Write-off policy

The gross carrying amount of a financial asset or
contract asset is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery.
This is generally the case when the Group determines
that the debtor does not have assets or sources of
income that could generate sufficient cash flows to
repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment in
profit or loss in the period in which the recovery occurs.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

Credit losses and impairment of assets (Continued)

(ii)

Credit losses from financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (the
“holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Financial guarantees issued are initially recognised
within “trade and other payables” at fair value, which is
determined by reference to fees charged in an arm’s
length transaction for similar services, when such
information is obtainable, or to interest rate differentials,
by comparing the actual rates charged by lenders when
the guarantee is made available with the estimated
rates that lenders would have charged, had the
guarantees not been available, where reliable estimates
of such information can be made. Where consideration
is received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is
received or receivable, an immediate expense is
recognised in profit or loss.

Subsequent to initial recognition, the amount initially
recognised as deferred income is amortised in profit or
loss over the term of the guarantee as income from
financial guarantees issued.

The Group monitors the risk that the specified debtor
will default on the contract and recognises a provision
when ECLs on the financial guarantees are determined
to be higher than the amount carried in “trade and other
payables” in respect of the guarantees (i.e. the amount
initially recognised, less accumulated amortisation).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets (Continued)

(i)

(iii)

Credit losses from financial guarantees issued
(Continued)

To determine ECLs, the Group considers changes in
the risk of default of the specified debtor since the
issuance of the guarantee. A 12-month ECL is
measured unless the risk that the specified debtor will
default has increased significantly since the guarantee
is issued, in which case a lifetime ECL is measured. The
same definition of default and the same assessment of
significant increase in credit risk as described in note

1(k)(i) apply.

As the Group is required to make payments only in the
event of a default by the specified debtor in accordance
with the terms of the instrument that is guaranteed, an
ECL is estimated based on the expected payments to
reimburse the holder for a credit loss that it incurs less
any amount that the Group expects to receive from the
holder of the guarantee, the specified debtor or any
other party. The amount is then discounted using the
current risk-free rate adjusted for risks specific to the
cash flows.

Impairment of other non-current assets

Internal and external sources of information are
reviewed at the end of each reporting period to identify
indications that the following assets may be impaired
or, except in the case of goodwill, an impairment loss
previously recognised no longer exists or may have
decreased:

—  property, plant and equipment, including right-of-
use assets;

—  goodwill; 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. In addition, for goodwill, the
recoverable amount is estimated annually whether or
not there is any indication of impairment.
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BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets (Continued)

(iii) Impairment of other non-current assets (Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less costs of disposal and value in
use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of the time value of
money and the risks specific to the asset. Where
an asset does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the smallest
group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss
if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses
recognised in respect of cash-generating units
are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating
unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or
group of units) on a pro rata basis, except that
the carrying value of an asset will not be reduced
below its individual fair value less costs of disposal
(if measurable) or value in use (if determinable).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)
(iii)

(iv)

Credit losses and impairment of assets (Continued)

Impairment of other non-current assets (Continued)
—  Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

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

Impairment losses recognised in an interim period in
respect of goodwill are not reversed in a subsequent
period. This is the case even if no loss, or a smaller
loss, would have been recognised had the impairment
been assessed only at the end of the financial year to
which the interim period relates.
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BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

0

(m)

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue (see note 1(t)) before being unconditionally entitled to
the consideration under the payment terms set out in the
contract. Contract assets are assessed for ECLs in
accordance with the policy set out in note 1(k)() and are
reclassified to receivables when the right to the consideration
has become unconditional (see note 1(m)).

A contract liability is recognised when the customer pays
non-refundable consideration before the Group recognises
the related revenue (see note 1(t)). A contract liability would
also be recognised if the Group has an unconditional right to
receive non-refundable consideration before the Group
recognises the related revenue. In such cases, a
corresponding receivable would also be recognised (see note
1(m)).

For a single contract with the customer, either a net contract
asset or a net contract liability is presented. For multiple
contracts, contract assets and contract liabilities of unrelated
contracts are not presented on a net basis.

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is
required before payment of that consideration is due. If
revenue has been recognised before the Group has an
unconditional right to receive consideration, the amount is
presented as a contract asset (see note 1(1)).

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses (see note 1(k)

(0)-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

(o)

(p)

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and in
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral
part of the Group’s cash management are also included as a
component of cash and cash equivalents for the purpose of
the consolidated cash flow statement. Cash and cash
equivalents are assessed for ECLs in accordance with the
policy set out in note 1(K)(i).

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at fair value
less transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost
using the effective interest method. Interest expense is
recognised in accordance with the Group’s accounting policy
for borrowing costs (see note 1(v)).

Trade and other payables

Trade and other payables are initially recognised at fair value.
Except for financial guarantee liabilities measured in
accordance with note 1(k)(ii), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(q) Employee benefits

(r)

(i) Short-term employee benefits and contributions
to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are rendered
by employees. Where payment or settlement is deferred
and the effect would be material, these amounts are
stated at their present values.

(i) Termination benefits

Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when it recognises restructuring
costs involving the payment of termination benefits.

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current tax
and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income or
directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in
equity, respectively.

SFK Construction Holdings Limited | Annual Report 2020

1

FESBE @)
BEER

(a)

r

@0

(i)

EHES BRI R @ R E SRR R
S]'ﬂEH:II E’J{/\T\A

e FRIEL FHFER MA
FEHFRAGT BB R R IER
ERAMEKA - R BIRHAAR
RIS FREHE - FH R IE
BERAFEEX  AZBEARE
SIBE o

fREER

FRIERNNASEBEENHERE
M S A R BEREREAKA OF &
XINRERA) B (AREERE)
TR o

FrigH

FAMBHERNHEMRLENIAE
ERAENER - AHHEMELERIE
BEEBENEBHHERSKRARER
BEREME2HRERALEREERT

ﬁ&-
RE

N7

WAREE - AIEERESES B
fih 2 E U A FE Rk B R i o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Income tax (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.
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BSHEEAN - ABT2)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Income tax (Continued)

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purpose, the initial recognition
of assets or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a business
combination), and temporary differences relating to
investments in subsidiaries to the extent that, in the case of
taxable differences, the Group controls the timing of the
reversal and it is probable that the differences will not reverse
in the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Additional income taxes that arises from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Income tax (Continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a net
basis or realise and settle simultaneously.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

(t)

Provisions, contingent liabilities and onerous
contracts

(i)

(i)

Provisions and contingent liabilities

Provisions are recognised when the Group has a legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present
value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Onerous contracts

An onerous contract exists when the Group has a
contract under which the unavoidable costs of meeting
the obligations under the contract exceed the economic
benefits expected to be received from the contract.
Provisions for onerous contracts are measured at the
present value of the lower of the expected cost of
terminating the contract and the net cost of continuing
with the contract.

Revenue and other income

Income is classified by the Group as revenue when it arises
from the construction contracts or the provision of services in
the ordinary course of the Group’s business.

Revenue is recognised when control over a product or service
is transferred to the customer at the amount of promised
consideration to which the Group is expected to be entitled,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and
is after deduction of any trade discounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M BERERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t)

Revenue and other income (Continued)

Further details of the Group’s revenue and other income
recognition policies are as follows:

() Construction contracts

A contract with a customer is classified by the Group as
a construction contract when the contract relates to
work on assets under the control of the customer and
therefore the Group’s construction activities create or
enhance an asset under the customer’s control.

When the outcome of a construction contract can be
reasonably measured, revenue from the contract is
recognised over time using the output method, i.e.
based on direct measurements of the value of services
delivered or surveys of work performed and the
estimated total revenue for the contracts entered into
by the Group.

The likelihood of contract variations, claims and
liquidated damages are taken into account in making
these estimates, such that revenue is only recognised
to the extent that it is highly probable that a significant
reversal in the amount of cumulative revenue
recognised will not occur.

When the outcome of the contract cannot be
reasonably measured, revenue is recognised only to the
extent of contract costs incurred that are expected to
be recovered.

If at any time the costs to complete the contract are
estimated to exceed the remaining amount of the
consideration under the contract, then a provision is
recognised in accordance with the policy set out in note

1(s)(i).

(ii) Provision of services

Revenue arising from the provision of services is
recognised when the services are rendered.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t)

(u)

Revenue and other income (Continued)
(iii) Interest income

Interest income is recognised as it accrues using the
effective interest method using the rate that exactly
discounts estimated future cash receipts through the
expected life of the financial asset to the gross carrying
amount of the financial asset. For financial assets
measured at amortised cost that are not credit-
impaired, the effective interest rate is applied to the
gross carrying amount of the asset. For credit-impaired
financial assets, the effective interest rate is applied to
the amortised cost (i.e. gross carrying amount net of
loss allowance) of the asset (see note 1(k)(i)).

(iv) Government grants

Government grants are recognised in the statement of
financial position initially when there is reasonable
assurance that they will be received and that the Group
will comply with the conditions attaching to them.
Grants that compensate the Group for expenses
incurred are recognised as income in profit or loss on a
systematic basis in the same periods in which the
expenses are incurred. Grants that compensate the
Group for the cost of an asset are deducted from the
carrying amount of the asset and consequently are
effectively recognised in profit or loss over the useful life
of the asset by way of reduced depreciation expense.

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling
at the end of the reporting period. Exchange gains and losses
are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. The transaction date is the date on which the Group
initially recognises such non-monetary assets or liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u)

v)

(w)

Translation of foreign currencies (Continued)

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.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for
its intended use or sale are capitalised as part of the cost of
that asset. Other borrowing costs are expensed in the period
in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset
is being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its
intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset for
its intended use or sale are interrupted or complete.

Related parties

(1) A person, or a close member of that person’s family, is
related to the Group if that person:

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

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or the Group’s parent.
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1
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(w) Related parties (Continued)

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

)

(i)

v)

(viil)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

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

The entity is controlled or jointly controlled by a
person identified in (1).

A person identified in (1)(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).

The entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
(x)

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.

CRITICAL ACCOUNTING JUDGEMENT AND
ESTIMATE

In the process of applying the Group’s accounting policies,
management has made the following accounting judgement:

Revenue recognition of construction contracts

As explained in policy note 1(t), revenue from construction contracts
are recognised over time using the output method. Such revenue
and profit recognition on uncompleted projects is dependent on
estimating the total outcome of the contract, as well as the work
done to date. Based on the Group’s recent experience and the
nature of the construction activities undertaken by the Group, the
Group has made estimates of the point at which it considered the
work was sufficiently advanced such that the outcome of the
contract can be reasonably measured. Until this point is reached
the related contract assets disclosed in note 14 do not include
profit which the Group might eventually realise from the work done
to date. In addition, actual outcomes in terms of total cost or
revenue may be higher or lower than estimated at the end of the
reporting period, which would affect the revenue and profit
recognised in future years as an adjustment to the amounts
recorded to date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BHmERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (% SZA488A5 + LABTLE5)

3 REVENUE AND SEGMENT REPORTING 3
(@) Revenue

The principal activities of the Group are general building, civil
engineering and the provision of other services. Further
details regarding the Group’s principal activities are disclosed
in note 3(b).

(i) Disaggregation of revenue

Disaggregation of revenue from contracts with
customers within the scope of HKFRS 15 by major

keka3BiERE
(@) W=

AEERNETEEBA—MREF  £AT
RERREHEMRE BEASEEZEE
HEE— S FFIE R ERMITESD)

i WB=EsE

BRI REENE1SREERN
BRIBRBERBIONEPAHN

service lines is as follows: M=
2020 2019
—EEH —E-NF
$°000 $000
T T

Disaggregated by major service lines R F ERFEE 25

— General building - —REF 2,908,809 4,288,187
— Civil engineering — EARITHE 648,803 988,803
— Housing management services - BEEEERE 81,604 80,888
— Others — Hifp 132,902 103,993
3,772,118 5,461,871
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

3 REVENUE AND SEGMENT REPORTING (Continued)

(a)
(ii)

Revenue (Continued)

Revenue expected to be recognised in the future
arising from contracts with customers in
existence at the reporting date

As at 31 December 2020, the aggregated amount of
revenue expected to be recognised in the future related
to performance obligations that are unsatisfied or
partially unsatisfied at the reporting date is
$4,362,943,000 (2019: $4,725,866,000). This analysis
is solely for compliance with HKFRS 15 disclosure
requirement in respect of transaction price allocated to
the remaining performance obligations. The Group will
recognise the expected revenue in future when or as
the work is completed, which is expected to occur over
the next 60 months (2019: next 60 months).

The Group applies the practical expedient in paragraph
121 of HKFRS 15 and does not disclose the amount of
the transaction price allocated to the remaining
performance obligations for contracts with an original
expected duration of one year or less. In addition,
contracts that include a promise to perform an
undefined quantity of tasks at a fixed contractual rate
per unit, with no contractual minimums that would
make some or all of the consideration fixed, are not
included as the possible transaction prices and the
ultimate consideration for those contracts will depend
on the occurrence or non-occurrence of future
customer usage.
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TR R AR B R ¥R S A B R 5T
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(Expressed in Hong Kong dollars unless otherwise indicated)

BSHEEAN - ABT2)

REVENUE AND SEGMENT REPORTING (Continued)

(b)

Segment reporting

The Group manages its businesses by segments, which are
organised by business lines. In a manner consistent with the
way in which information is reported internally to the Group’s
most senior executive management for the purposes of
resource allocation and performance assessment, the Group
has presented the following three reportable segments.

— General building :

— Civil engineering :

— Others

this segment provides engineering
services of substructure or
superstructure of building structures
and maintenance, repairs, alterations
services and additions to building
structures

this segment provides engineering
services of infrastructure facilities and
maintenance, repairs, alterations
services to infrastructure facilities

this segment mainly provides housing
management services, electrical and
mechanical engineering services and
consultancy services
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

3 REVENUE AND SEGMENT REPORTING (Continued)
(b) Segment reporting (Continued)

@i

Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s most senior executive management monitors
the results, assets and liabilities attributable to each
reportable segment on the following bases:

Segment assets include all tangible assets and current
assets with the exception of deferred tax assets,
current tax recoverable and other corporate assets.
Segment liabilities include trade creditors, accruals,
lease liabilities 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 results of a
joint venture, depreciation, additions to non-current
segment assets used by the segments in their
operations and share of net liabilities in a joint venture.
Inter-segment sales are priced with reference to prices
charged to external price for similar orders.
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BSHEEAN - ABT2)

REVENUE AND SEGMENT REPORTING (Continued) 3 WRRoEE &)
(b) Segment reporting (Continued) (b) DH®EE)

() Segment results, assets and liabilities (Continued) )y PEE BEREEE)
Information regarding the Group’s reportable segments HE_Z-_ZER_F-AF+=
as provided to the Group’s most senior executive A=+—H JJ:EEE%EE AR E
management for the purposes of resource allocation B ?ﬁﬂl%ﬂ%%ﬁi\ﬂ% ROREIR
and assessment of segment performance for each of SIENERBENAEB T RE D
the year ended 31 December 2020 and 2019 is set out ﬁBE’Uéﬁ?M%WUZDT °
below.

For the year ended 31 December 2020 HE—T-FTFf+-H=1+—HIi
FE
General Civil
building engineering Others Total
—fREF TRIE Httr @t
$000 $000 $000 $000
Tr T T Tr
Reportable segment revenue BEERELES
(recognised over time) (BEESfERER) 2,908,809 648,803 214,506 3,772,118
Reportable segment profit/loss) A& A &0 R/ (E5i8) 100,123 (71,966) 21,637 49,794
Other revenue and other net income  Efit Itz & E b F U A (777)
Depreciation biig- (13,302)
Finance costs AR (11,475)
Unallocated head office and AAEBERAARE
corporate expenses (64,620)
Consolidated loss before taxation ~ F i A4z 4 518 (40,380)
Share of results of a joint venture ~ DMEAENEEE 1,343 - - 1,343
Depreciation for the year FRHE 21,062 3,326 2,527 26,915
Reportable segment assets AHRENBEE 1,127,119 376,451 57,208 1,560,778
Deferred tax assets EREEE 60,448
Current tax recoverable WSZ@EHE‘%%IE 4,726
Unallocated head office and APERBBRARBE
corporate assets 526,227
Consolidated total assets A BEEE 2,152,179
Additions to non-current segment  FRNREFERB D BEE
assets during the year 22,774 273 1,218 24,265
Reportable segment liabilities HREHBEE(BER
(including interest in a joint venture) & &> ¥ RHER) 1,104,361 310,745 15,801 1,430,907
Current tax payable R RERIR 1,853
Deferred tax liabilties ELHERE 4,100
Unallocated head office and AORRELRAREE
corporate liabilities 317,734
Consolidated total liabilities SRRl 1,754,594
Share of net liabilities in a joint venture 25 & 2 (N £ & E %5 18,121 - - 18,121
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)
3 REVENUE AND SEGMENT REPORTING (Continued) 3 KRRotEmE &)
(b) Segment reporting (Continued) (b) DEWE (&)
() Segment results, assets and liabilities (Continued) )y PEE BEREEE)
For the year ended 31 December 2019 BE_FE—NF+_A=1—HI
FF
General Civl
building engineering Others Total
—RiEF TARIR Hity @it
$000 $000 $000 $000
T T T T
Reportable segment revenue BEE
(recognised over time) (BERRRER) 4,288,187 988,803 184,881 5,461,871
Reportable segment profit/loss)  AIRE S EhER/(E5iE) 62,632 (M) 5,666 68,227
Other revenue and other netincome  E-ft fizs & A 2 A 309
Depreciation e (13,680)
Finance costs %ﬁﬁﬁf@ (19,400)
Unallocated head office and APEETRARFRY
corporate expenses (68,446)
Consolidated loss before taxation ~ F i A4z 4 518 (32,999)
Share of results of a joint venture ~ DMEAEEEE (6,750) - - (6,750)
Depreciation for the year FRHE 15,308 2,545 2,536 20,389
Reportable segment assets RENHEE 1,402,714 524,133 52,815 1,979,662
Deferred tax assets ERHEEE 39,049
Current tax recoverable BEEED: 2,685
Unallocated head office and AOBEHRARIBE
corporate assets 360,220
Consolidated total assets RRAERE 2,381,616
Additions to non-current segment  FRREFERE N BEE
assets during the year 8,175 3,518 2,379 14,072
Reportable segment liabilties BEEGEENGEN
(including interest in a joint venture) & &> ¥ RHER) 1,014,307 347,129 19,439 1,380,875
Current tax payable FERENETI IR 8,025
Deferred tax liabilities EEREERE 4,542
Unallocated head office and FORBIRDFAE
corporate liabilities 540,005
Consolidated total liabilities GARBEES 1,933 447
Share of net liabilities in a joint venture M E A S £ B EFE 19,464 - - 19,464
TR | T RAREREEER AR 175
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(Expressed in Hong Kong dollars unless otherwise indicated) (% SZA488A5 + LABTLE5)

3

176

(ii)

(iii)

REVENUE AND SEGMENT REPORTING (Continued)
(b) Segment reporting (Continued)

Geographic information

No geographic information has been presented as most
of the Group’s operating activities are carried out in
Hong Kong.

Information about major customers

Revenue from customers contributing over 10% of the

kekamiRE 2
(b) DTW/EE)
(i) HEER

HRAEB RO KL EDEEE
PR AL AR2FIHEEF

(i) FEAXEEFHEHR
BREEEEHBI10%ERENT

total revenue of the Group is as follows: PRl mT
2020 2019
—EZEF —E-hF
$°000 $000
Tt Tz
Customer A ZFEA 1,854,206 2,764,363
Customer B Z5B 671,715 610,370
Notes: G
1) Revenue from customer A is generated from provision of (1) REEP AR BRE—RIEFR

general building, housing management services and consultancy
services.

2) Revenue from customer B is generated from provision of
general building.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BmHEAN - UWETZF)

OTHER REVENUE 4 Hgs
2020 2019
—E_TH ZE-NF
$°000 $°000
5 T
Bank interest income RITHBHA 1,687 1,002
Government grants (note) BT e B (P 5E) 91,983
Others HAib 2,177 1,607
95,847 2,609
Note: The amount substantially represents the funding support from the Employment et ARAREEE LRIERGEBHITERE ([HERF
Support Scheme under the Anti-epidemic Fund, set up by the Government of B BRI AP EIEESET R ] TE8lK
the Hong Kong Special Administrative Region (‘HKSAR”). The purpose of the BB - ZEZESNBENARMBEREMEIIEN
funding is to provide financial support to enterprises to retain their employees BEBHEHENES - REMBKK - AEETER
who would otherwise be made redundant. Under the terms of the grant, the HAHMHE - BAKEESRRIMEETIE -
Group is required not to make redundancies during the subsidy period and to
spend all the funding on paying wages to the employees.
OTHER NET LOSS 5 HMBHER
2020 2019
—E-EHF —E-NF
$’000 $000
Ft Tt
Net foreign exchange (loss)/gain B (E518),/ Hﬂl\*’\%‘%ﬁ (44) 306
Net realised and unrealised (losses)/gains 2R3 HY 2 BA 3R Ry ok B
on interest rate swap (B1B), /W38 (7,734) 299
Net gain on disposal of property, HEWE - BEMEEN
plant and equipment Wz F5E 488 422
Others Efh (143) (1,557)
(7,433) (5630)
“E_TER | FTRAEEREEBR AR 177
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LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging/(crediting):

BSHEEAN - ABT2)

6 MRIMAGA
BRI RTIINER(FEA) AT B IRRRZE -

2020 2019
—ECEH —hE
$’°000 $'000
T Tz
(a) Finance costs (a) BERA
Interest on bank advances (note 16(c)) IRITBFAFE (L 16(c)) 10,325 17,664
Interest on lease liabilities (note 16(c)) HE Eﬂﬁﬂ,%\ (BF5EE16(c)) 1,727 1,745
12,052 19,409
(b) Staff costs (b) EBIREAE
Salaries, wages and other benefits e TENEMET 588,573 682,906
Contributions to defined contribution AT HRFCRKRFHEIHR
retirement plans 21,656 26,722
Less: Amount included in direct costs o ABEERK ARG (567,023) (669,654)
43,206 39,974
(c) Otheritems (c) HfhEE
Depreciation charge (note 11) weEEAFE11)
— owned property, plant and equipment — BEYE  BENEE 15,340 15,571
— right-of-use assets — EREEE 24,877 18,498
40,217 34,069
Less: Amount included in direct costs Bt ABEER ARG (24,921) (20,119)
15,296 13,950
Auditors’ remuneration AN 1,800 3,300
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)

7 INCOME TAX 7 MR
(@) Taxation in the consolidated income statement (a) FEWBFRABBIEE !
represents:
2020 2019
—ECEE ZE-NF
$’000 $°000
Tr Tt
Current tax — Hong Kong Profits Tax EHi#iE — FBHEH
Provision for the year FREME 481 1,027
Over provision in respect of prior years BAFEBERE (46) (150)
435 877
Deferred tax EERIE
Origination and reversal of R ERENEERED
temporary differences (21,841) (4,474)
(21,406) (8,597)
The provision for Hong Kong Profits Tax for 2020 is —E_TERBNEHRBERFEANMGET
calculated at 16.5% (2019: 16.5%) of the estimated JE R B E A W16.5%( =T — &
assessable profits for the year, except for one subsidiary of 16.5%) 518 - EAEEH —FMME QT
the Group which is a qualifying corporation under the two- BRENEHRRHNE BB ARIBRI o
tiered Profits Tax rates regime.
For this subsidiary, the first $2 million of assessable profits HREZMBATME B2ABBITHE
are taxed at 8.25% and the remaining assessable profits are AR E F128.25% B - B T R R
taxed at 16.5%. The provision for Hong Kong Profits Tax for FIRIZ16.5% B F - W B R A EH
this subsidiary was calculated on the same basis in 2019. FISRBER T — N FIRAREE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR MR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (% SZA488A5 + LABTLE5)

7 INCOME TAX (Continued) 7 @R
(b) Reconciliation between tax credit and accounting (b) RERABERIFENHERRESH
loss at applicable tax rates: EFIEME R -
2020 2019
—EIEF —ZT-NF
$’°000 $°000
T T
Loss before taxation BRi% AT ES 18 (40,380) (32,999)
Notional tax on loss before taxation, BB RIS ENSEE
calculated at the rates applicable to MIE (LR AR E
profits/losses in the jurisdictions concermned — FFNE R EIB T Rt & (6,341) (5,450)
Tax effect of non-taxable income BERTUW AT S 2 (16,678) (322)
Tax effect of non-deductible expenses AR A RIS & 1,614 2,145
Tax effect of utilisation of previous years’ BB 1T EE R ERTIE
unrecognised tax losses BRI E = (1)
Tax effect of current year’s tax losses AERNAFEEHREEERN
not recognised M E 45 6
Over provision in respect of prior years BAFEBERE (46) (150)
Others Eh = 185
Tax credit IR % (21,406) (3,597)
(¢) Income tax in the consolidated statement of (c) HMEMBMRRRANFAEBHE :
financial position:
() Current taxation in the consolidated statement of ) HEMBRARAMWEEHIERS
financial position represents:
2020 2019
—EZEF —ZE-NF
$°000 $°000
T T
Provision for Hong Kong Profits Tax FRNEFBFESTH B
for the year 481 1,027
Provisional Profits Tax paid BN EHFEH (77) -
404 1,027
Balance of Profits Tax (recoverable)/ BRBEEE (AikE), FER
payable relating to prior year, net MISTHAE TR (3,277) 4,313
(2,873) 5,340
Representing: 15
Current tax recoverable AT e BIER R TR (4,726) (2,685)
Current tax payable FERTBNERRR 1B 1,853 8,025
(2,873) 5,340
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

7 INCOME TAX (Continued)

(c)

(d)

4 e B RS R AR T A

At
(BREHIEHI - LABIT25)

7 F®RR@E

Income tax in the consolidated statement of (c) HEMBRRERANWBE @ (&)
financial position: (Continued)
(i) Deferred tax assets and liabilities: (i) EZHREEEREE:
The components of deferred tax (assets)/liabilities EE"FAEM‘%#%L%%WEE%%E’JLL
recognised in the consolidated statement of financial M| (EE) AENEXBS
position and the movements during the year are as FRMEEHOT -
follows:
Depreciation
allowances
in excess of
the related
Deferred tax arising from: depreciation Tax losses Others Total
BHEETEN
REUTSEMELHE TERE BIEEE Hitr @t
$000 $000 $000 $000
T T T T
At 1 January 2019 R-B-NGE—B— 4717 (33,924) (826) (30,033)
(Credited)/charged to profit o loss ~ #MEZRI (BT A)/ ?ﬂ (273) (6,125) 924 (4,474)
At 31 December 2019 and RZZ— n¢+— =+-H
1 January 2020 R-2-%45-A-R 4,444 (39,049) 98 (34,507)
Credited to profit or loss REBEAETA (442) (21,399) - (21,841)
At 31 December 2020 RZFZFF+-A=1—A 4,002 (60,448) 98 (56,348)
2020 2019
—E-EF —NF
$’000 $000
Ft T
Net deferred tax assets recognised RIERE T BAMARA
in the consolidated statement of REELERIEE EFE
financial position (60,448) (39,049
Net deferred tax liabilities recognised A& BTk R ER
in the consolidated statement of TR IRIER I & &35
financial position 4,100 4,542
(56,348) (34,507)
In accordance with the accounting policy set out in note 1(r), (d) BEREFTANAEOSTHE - BRE
the Group has not recognised deferred tax assets in respect EEAMBREEERERBME - ~KAA
of cumulative tax losses of $2,886,000 (2019: $2,612,000) as BEA R IR FERR B G A A SE nl E B) AR /Y
it is not probable that future taxable profits against which the Bl WASBYERZATIBEE
losses can be utilised will be available in the relevant tax 2,886,000 7T (ZE— N4 : 2,612,000
jurisdiction and entity. The tax losses arising from Hong Kong BIT) RRERIEEE - RBBRETHB
operations do not expire under current tax legislation. B BAREBAEENHIBEEIL &
BN
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e BHmERNE

(Expressed in Hong Kong dollars unless otherwise indicated) (% SZA488A5 + LABTLE5)

8 DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to section 383(1) of the
Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation
are as follows:

Year ended 31 December 2020

EEFH

RIEEBCATHED ) FE383(1) KL AR (FE

EXNZER)RBIZE2

Ban T

MREMBREZESH

HE-E-Z+t-A=t+-HLEE

Basic salaries,
allowances Retirement
Directors’ and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
EXHE -
R
EzRe BNl HERA  BAGEHER @t
$000 $000 $000 $000 $000
T T T T Fr
Executive directors HTES
Mr. Chan Ki Chun BRELZEE - 1,585 - 73 1,658
Mr. Chan Chor Tung BRELLE - 1,586 - 73 1,659
Mr. Yeung Cho Yin, William BRELLE - 1,248 - 58 1,306
Mr. Yung Kim Man Ny G - 1,592 - 72 1,664
Independent non-executive ~ BUFHTEES
directors
Mr. Chan Kim Hung, Simon BRI A& 120 - - - 120
Mr. Jim Fun Kwong, Frederick ~ &Zh5¢ 54 120 - - - 120
Mr. Lam Leung Tsun WRELE 120 - - - 120
Total izt 360 6,011 - 276 6,647
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)
DIRECTORS’ EMOLUMENTS (Continued) 8 EFEHM 2
Year ended 31 December 2019
HE-Z-NE+-A=1-RHIFE
Basic salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonuses contributions Total
EAES
R R
ik ENFm WIEEA  RIRGHEIER @5t
$000 $'000 $000 $000 $ 000
T T T T T
Executive directors HTES
Mr. Chan Ki Chun [t - 1,585 - 73 1,658
Mr. Chan Chor Tung BRERLE - 1,582 230 73 1,885
Mr. Yeung Cho Yin, William BEgELE - 1,245 50 58 1,353
Mr. Yung Kim Man NIkt = 1,585 530 72 2,187
Independent non-executive ~ BYEHITEES
directors
Mr. Chan Kim Hung, Simon BRI xE 120 - - - 120
Mr. Jim Fun Kwong, Frederick &% 4 120 = = = 120
Mr. Lam Leung Tsun MRERE 120 - - - 120
Total et 360 5,997 810 276 7,443
Notes: [
(i) No director received any emoluments from the Group as an inducement to join 0] FRN - BEEEEAREERBEEMS - EAMASK

or upon joining the Group or as compensation for loss of office during the year
(2019: Nil). No director waived or agreed to waive any emoluments during the

year (2019: Nil).

(i) The Company did not grant any share options for the purchase of ordinary

shares in the Company during the year (2019: Nil).

A

MARE B REKEABERBE( T NF
) FN HEEEREIREREFANE (=F

—NEF )

(i) FR - ARFALBRHENEBRBEAR

BRE(—F—EF &) -

TER | FREEREEER QA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IRAN

(Expressed in Hong Kong dollars unless otherwise indicated) (% SZA488A5 + LABTLE5)
9 INDIVIDUALS WITH HIGHEST EMOLUMENTS 9 EEIFAL
Of the five individuals with highest emoluments, three directors TEGEaHFALH  BE=ZE2REZF(ZZE—N
(2019: three) whose emoluments are disclosed in note 8. The F:Z4) BENFNEAMESFEE - 5
aggregate of the emoluments in respect of the other two (2019: HINRE (ZE—NF : MB) AT FBEREN
two) individuals are as follows: K
2020 2019
—E-EF — &
$’000 $000
T T
Basic salaries, allowances and benefits in kind EZAR¥ & - 2B R EWH = 2,919 3,109
Discretionary bonuses BB TEAL 108 610
Retirement scheme contributions RIRFTEIME R 72 91
3,099 3,810
The emoluments of the two (2019: two) individuals with the highest FSHORE(ZE—NEF  MB)EEFATHEH
emoluments are within the following bands: MEMT%@I A
2020 2019
—ECEH —NnEF
Number of Number of
Individuals Individuals
A AE
Nil to $1,000,000 = 21,000,000 7T - -
$1,000,001 to $1,500,000 1,000,001 & 7T £ 1,500,000 77T 1 -
$1,500,001 to $2,000,000 1,500,001 & 7T 2 2,000,000 & 7T 1 1
$2,000,001 to $2,500,000 2,000,001 7T & 2,500,000 7T - 1
Note: No individual received any emoluments from the Group as an inducement to M3 R BEEAEIIATKRRAEBEIAME - ER
join or upon joining the Group or as compensation for loss of office during the MASKMAREE RGN ZEKIERARBBE(ZT
year (2019: Nil). —NE R
10 LOSS PER SHARE 10 BEER
(a) Basic loss per share (@) BREXEE
The calculation of basic loss per share is based on the loss ERERNEEIREBEAQARLEBER
attributable to ordinary equity shareholders of the Company [i& 3 FE 15 & $#819,027,000% T( = &
of $19,027,000 (2019: $28,827,000) and 400,000,000 —JLEF : 28,827,000 L) A R F R E 2
shares (2019: 400,000,000 shares) in issue during the year. 77 B% 19 400,000,000 ( = & — L F -
400,000,000 f%) 5T °
(b) Diluted loss per share (b) EBRBHFEE
There were no potential dilutive shares in existence during the REBEEZZTE_ZTEFR-_ZT-NF+=A
years ended 31 December 2020 and 2019. =+ —RALLEFE  WERELEEER?D
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)

11 PROPERTY, PLANT AND EQUIPMENT 11 PE BERKE
(@) Reconciliation of carrying amount (a) FREIEMEER
Properties Machinery
leased for and Motor Furniture
own use equipment vehicles  and fixtures Total
it
BRNNE  BERRE RE BRAREE @t
$'000 $000 $'000 $°000 $000
Tr Tr Tr Tr Tr
Cost: B
At 1 January 2020 RZZZTF—-A—-H 82,139 22,582 88,467 11,411 204,599
Additions HE 2,868 21,751 999 - 25,618
Disposals HE (5,209) (2,772) (8,445) (189) (16,615)
At 31 December 2020 RZEZTHF
+-A=1+—H 79,798 41,561 81,021 11,222 213,602
Accumulated depreciation: 2ENE
At 1 January 2020 R-E-ZF—-F—H 17,450 14,533 58,486 3,834 94,303
Charge for the year ERZH 18,309 9,069 10,849 1,990 40,217
Written back on disposals HEREM (5,209) (2,772) (8,418) (189) (16,588)
At 31 December 2020 RZEZEF
+-RA=1—H 30,550 20,830 60,9_)1_ 7 _________ 5, 635 _______ 1 _1_7_,9@2_ )
Net book value: REFE
At 31 December 2020 RZEZEF
+-A=1—H 49,248 20,731 20,104 5,587 95,670

—E_ZTER | FEAEAEREEETR AR 185



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR MR M A

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2 A4EBA5) - LAETT251)

11 PROPERTY, PLANT AND EQUIPMENT (Continued) 11 9% - BERE&R (&)

186

(a) Reconciliation of carrying amount (Continued) (a) EREIEMEER(E)
Properties Machinery
leased for and Motor Furniture
own use equipment vehicles and fixtures Total
e
BRRNE  BERRE B RAREE @t
$000 $000 $000 $000 $000
T T T T T
Cost: B
At 1 January 2019 RZE-NF—F—H 74,219 31,869 88,185 5916 200,189
Additions NE 7,920 5,601 3,808 8,598 26,927
Acquired through acquisition BRNE-RE
of a subsidiary PN lalhe1 = 170 676 = 846
Disposals e - (15,058) (4,202) (3,103) (22,369)
At 31 December 2019 RZE-N%&
+-R=1+—-H 82,139 22,582 88,467 11,411 204,599
Accumulated depreciation: itiE
At 1 January 2019 RZZE-NE—A—H 26,267 51,122 5,043 82,432
Charge for the year FREE 17,450 3,324 11,401 1,894 34,069
Written back on disposals HER D - (15,058) (4,037) (3,103) (22,198)
At 31 December 2019 RZZ-h%F
+-A=1+—-H 17,450 14,533 58,486 3,834 94,303
Net book value: REFE:
At 31 December 2019 RZE-N%F
+-A=1+—-H 64,689 8,049 29,981 7,577 110,296
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)

11 PROPERTY, PLANT AND EQUIPMENT (Continued) 11 Y% - BER®EW (2

(b) Right-of-use assets (b) ERAEEE
The analysis of the net book value of right-of-use assets, BITEKRAVIRZEAEES B FER
carried at depreciated cost, by class of underlying asset is as BEERMFENSTOT :
follows:
2020 2019
g 325 —B-NEF
Note $’000 $°000
B 5E Tt FT
Properties leased for own use HIEB AW 0] 49,248 64,689
Machinery and equipment H3s R (i) 15,335 1,511
64,583 66,200
The analysis of expense items in relation to leases recognised RERERZHEMRBNRAZIEE S
in profit or loss is as follows: [
2020 2019
g 325 —E-NEF
$’000 $°000
Tt Tt
Depreciation charge of right-of-use assets 1% 48/ & & 5 faH & F#E
by class of underlying asset: BEEMTERR :
Properties leased for own use HEE AN 18,309 17,450
Machinery and equipment 23 N 5% 6,568 1,048
24,877 18,498
Interest on lease liabilities (note 6(a)) HEBEME (MHiEe@) 1,727 1,745
Expense relating to short-term leases HEHEE RN 22,091 25,548
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VEPN

IRAN

2 B R R M R

(Expressed in Hong Kong dollars unless otherwise indicated)

BSHEEAN - ABT2)

11 PROPERTY, PLANT AND EQUIPMENT (Continued)

(b) Right-of-use assets (Continued)

188

During the year ended 31 December 2020, additions to right-
of-use assets were $23,260,000 (2019: $10,479,000). This
amount related to the capitalised lease payments payable
under new tenancy agreements.

Details of total cash outflow for leases and the maturity
analysis of lease liabilities are set out in notes 16(d) and 19,
respectively.

@

(i)

Properties leased for own use

The Group has obtained the right to use other
properties as its head office and site offices through
tenancy agreements. The leases typically run for an
initial period of 1 to 6 years.

Some leases include an option to renew the lease for
an additional period after the end of the contract term.
Where practicable, the Group seeks to include such
extension options exercisable by the Group to provide
operational flexibility. The Group assesses at lease
commencement date whether it is reasonably certain to
exercise the extension options. If the Group is not
reasonably certain to exercise the extension options,
the future lease payments during the extension periods
are not included in the measurement of lease liabilities.

Other leases

The Group leases machinery and equipment under
leases expiring from 1 to 3 years. Some leases include
an option to renew the lease when all terms are
renegotiated.

SFK Construction Holdings Limited | Annual Report 2020
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(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARA B RAR M R

INVESTMENTS IN SUBSIDIARIES

The following list contains the particulars of subsidiaries as at 31
December 2020, all of which are private companies and the class

(Expressed in Hong Kong dollars unless otherwise indicated)

of shares held is ordinary unless otherwise stated.

12

RELATMKRE

FREFIR
Az S

(BmHEAN - UWETZF)

ACEBECEFE+_A=+—HBWEBR
BRBEAN

TP A M B R A

Y RIERB BB A EERK

Percentage of ownership interest

FERERADL
Place of Particulars of
incorporation/ issued and Group’s Held Held
establishment and paid-up capital/ effective by the bya
Name of company business registered capital interest Company subsidiary  Principal activities
EREL/ BRTRARE s 3]
DEER RIREFHE BA/RMERFE ERER ARRAKE WELRRE IEXR
Bestwise Envirotech Limited Hong Kong 200,578,047 shares 100% = 100%  Electrical and mechanical
engineering
BEERHEBRAR ) 200,578,047 i 100% - 100% HEIR
Bestwise — SFK Joint Venture® Hong Kong N/A 100% = 100%  Civil engineering
BE—HiEERE Bk TEA 100% - 100% £AIR
BML Engineering Limited Hong Kong 100 shares 100% - 100%  Supply and installation
XEIRERAR £ 100/&% 100% - 100% HERKE
BML Engineering (Macao) Limited" Macau 1 share of MOP25,000 100% - 100%  Supply and installation
XETR(EF) -ABRRA) 2P 1REE 100% - 100% HERKE
JRPI 25,000 TAIRR 1
Build.it Limited Hong Kong 100 shares 80% = 80%  Consultancy services
BEERBRERAR & 1008 80% - 80%  BERRH
Chit Cheung Construction Company Limited ~ Hong Kong 1,450,000 shares 100% = 100%  Construction and civi
engineering
REREARATF 3 1,450,000 100% - 100% BERTATE
Consent Consultants Limited Hong Kong 1 share 100% - 100%  Project consultancy services
FEERERAR 6 1% 100% - 100% JEBEMRHE
ELM Keen Limited British Virgin Islands 100 shares of 100% = 100%  Investment holding
US$1 each
WEERRA RERBRER 100 R 100% - 100% HRARR
EE1ETHRG
Everfirst Profits Limited British Virgin Islands 1 share of US$1 100% = 100%  Investment holding
Everfirst Profits Limited EBERRES 1REE 1 ETHRN 100% = 100% REER
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B 75 ¥R & B &

(Expressed in Hong Kong dollars unless otherwise indicated)

BSHEEAN - ABT2)

INVESTMENTS IN SUBSIDIARIES (Continued)

12 REBITINKRE ()

Percentage of ownership interest

FERERAAL
Place of Particulars of
incorporation/ issued and Group’s Held Held
establishment and paid-up capital/ effective by the bya
Name of company business registered capital interest Company subsidiary  Principal activities
EmAEL/ ERTRAR K&E
DNEER RIRER LA BA/ERMERES ERERE ARARE KWEARARE TEXY
Fujitac Construction & Engineering Hong Kong 10 shares 100% - 100%  Construction-related
Consultants Limited consultancy services
EIERERIRERBRAR B 108k 100% - 100% REEENERRS
Grand Win Design Consultants Limited Hong Kong 1 share 100% = 100%  Construction design and
consultancy services
BB RERARA ) 1R 100% - 100% R RERRS
High Horse Holdings Limited British Virgin Islands 10,000 shares of 100% - 100%  Investment holding
US$1 each
SR ARA EBERRES 10,000 R 5% 100% - 100% REARR
HE1ETHRG
High Regard Holdings Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
BRERERA RBURRHES 1REE 1 FT ARG 100% - 100% REZR
Intercede International Limited British Virgin Islands 1 share of US$1 100% = 100%  Investment holding
Intercede International Limited RELARES 1REE 1 E MRS 100% - 100%  REER
Linktech Engineering & Landscape Hong Kong 1 share 100% = 100%  Consultancy services
Consultants Limited
EEIRRENBERERAR B 15 100% - 100%  EEFIRRH
Media Engineering Company Limited Hong Kong 8,500,000 shares 100% - 100%  Road construction works
FERBIRERAT & 8,500,000 100% - 100% BREHEIR
Sun Fook Kong — Bestwise Joint Venture”*  Hong Kong N/A 100% - 100%  Civil engineering
Sun Fook Kong - Bestwise Joint Venture** &8 TEA 100% = 100% AT
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(Expressed in Hong Kong dollars unless otherwise indicated)

INVESTMENTS IN SUBSIDIARIES (Continued)

,_\_|
\\/T\

B M5 WKW T

(BmHEAN - UWETZF)

12 REBLATMRE (@)

Percentage of ownership interest

FERERAAL
Place of Particulars of
incorporation/ issued and Group’s Held Held
establishment and paid-up capital/ effective by the bya
Name of company business registered capital interest Company subsidiary  Principal activities
EmAEL/ ERTRAR F&EE
NEER RAIRERLE BA&/EMERFES ERER ARRARE KWELRARE TEXY
Sun Fook Kong (Civil) Limited Hong Kong 12,300,000 shares 100% - 100%  Civil engineering and
maintenance
TR (LK) BRAR ) 12,300,000 i 100% - 100% ETAIBRGRE
Sun Fook Kong Construction Limited Hong Kong 4,440,000 shares 100% = 100%  Building construction and
maintenance
MEEREARA & 4,440,000 100% - 100% BTRERRE
Sun Fook Kong Construction Hong Kong 10,000 shares 100% = 100%  Project management services
Management Limited
TREIRKEERERAR ) 10,000 &% 100% - 100% JHEEERE
Sun Fook Kong E & M Management Limited ~ Hong Kong 4,700,000 shares 100% = 100%  Hiring out of plant and
machinery and undertaking
electrical installation work
FRARETIZERAF BA 4,700,000 % 100% = 100% HEBERESDER
AEERLETR
Sun Fook Kong Engineering Limited Hong Kong 2,000,000 shares 100% - 100%  Civil engineering
FRAIRERRA 0 2,000,000/ 100% - 100% LtAIE
Sun Fook Kong Holdings Limited British Virgin Islands 10,400 shares of 100% 100% - Investment holding and
US$1 each building construction
MRBERERLR EEERRES 10,400 R 5% 100% 100% - REBRRETRE
EE1ETHRG
Sun Fook Kong Housing Services Limited Hong Kong 49,590,000 shares 100% = 100%  Housing management services
HRBEFREBRAR B 49,590,000 100% - 100% RBEERRHB
SFK Housing Services (China) Limited Hong Kong 10,000 shares 100% - 100%  Investment holding
MEEEFRE (FE) BERAR & 10,000 100% - 100%  REER
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(Expressed in Hong Kong dollars unless otherwise indicated)

BSHEEAN - ABT2)

INVESTMENTS IN SUBSIDIARIES (Continued)

12 REBITINKRE ()

Percentage of ownership interest

FERERAAL
Place of Particulars of
incorporation/ issued and Group’s Held Held
establishment and paid-up capital/ effective by the bya
Name of company business registered capital interest Company subsidiary  Principal activities
EmAEL/ ERTRAR K&E
DNEER RIRER LA BA/ERMERES ERERE ARARE KWEARARE TEXY
Sun Fook Kong Joint Venture® Hong Kong N/A 100% = 100%  Construction and civi
engineering
Gt YN B TR 100% - 100% RERIATIR
Sun Fook Kong Themeworks Hong Kong 100 shares 100% = 100%  Investment holding
(Hong Kong) Limited
HRASIHIE(FE)ERA & 100 100% - 100%  RERR
BMNEaREERRHERATY The PRC Renminbi (‘RMB’) 80% - 80%  Consultancy services
3,000,000
EME RS RR R ARAR " HE ARE(TARE]) 80% - 80%  EERIMRTS
3,000,0007T
& These entities are unincorporated bodies. & RERETEE AR
* These entities are wholly foreign-owned enterprises. ZEEBRINEBERE -
4 These entities are not audited by KPMG. ZEBERACEERGAMEHER -
The financial statements of the subsidiaries not audited by KPMG RERCESHEHMEEMEZ B AR
reflect total net assets and total revenue constituting approximately Mg mEREEEEFELEEBK RS BIE

0.3% and 0.06% respectively of the related consolidated totals.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

13 INTEREST IN JOINT ARRANGEMENTS AND
AMOUNT DUE FROM A JOINT VENTURE

(a)

Interest in a joint venture and amount due from a

joint venture

e M BERERNE

(BmHEAN - UWETZF)

13 REERINERRBSELRR

(]
(a)

REELENERRBERESE X
KA

2020 2019
—B-EF —E-hEF
$’000 $000
7 Fi
Share of net liabilities (note (i) DMEFEE (M) (18,121) (19,464)
Amount due from a joint venture (note (i)  FEYCA &1 5 20IE (B FE (i) 4,107 3,010
Notes: B 5E
0] As at 31 December 2020 and 2019, the Group has recognised its 0] RIEZEFR hE+=A E+*EI :
share of net liabilities in a joint venture as the Group has provided $;‘%l§85§u@,ﬁ\b’ EREEIEFAE
guarantees in respect of bank loans of the joint venture. FAAREEEREERENRITER Tmtﬁf‘
o

(ii) The amount due from a joint venture is interest-free, unsecured and

recoverable on demand.

Details of the Group’s interest in the joint venture, which is
accounted for using the equity method in the consolidated

financial statements, are as follows:

(i) BEEECERBTHE BEMRARE

KU mE

AEERAELENESERAES AT
RAaMBmERIE - BT

Percentage of ownership interest

FERERR 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
EMALR £28
RELELR EBRER BEME BERER ARARE WELIRE IEXY
Sun Fook Kong — Kun Fai Incorporated Macau 40% - 40%  Building construction and
Engineering and Construction Co., Ltd. public works
(“Sun Fook Fong — Kun Fa”)
ek -RERETRERAR iz BP9 40% - 40% BFRERRAIR
(THEk—#E])
Sun Fook Fong — Kun Fai, the only joint venture in which the AREBL2ENE—SEDETRS —
Group participates, is an unlisted corporate entity whose BAREMmSRENIELMEEES -
quoted market price is not available.
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13 INTEREST IN JOINT ARRANGEMENTS AND 13 REERIINEESRERSELER
AMOUNT DUE FROM A JOINT VENTURE (Continued) |(E)
(a) Interestin a joint venture and amount due from a (@) REELENERREKREGELE
joint venture (Continued) MIE (&)
Summarised financial information of Sun Fook Kong — Kun MEA-EENTBEENNE (BERARE
Fai, adjusted for any differences in accounting policies, and a SRR ER) BREME®RARKRRA
reconciliation to the carrying amount in the consolidated BERERFEENT ¢
financial statements, are disclosed below:
2020 2019
—E-EF —E-NF
$’000 $000
Tt Tt
Gross amounts of the joint venture’s && XM
Current assets A E 317,120 312,770
Non-current assets FEREEE 203 201
Current liabilities mEIAE (353,565) (351,898)
Deficit B4 (36,242) (38,927)
Included in the above assets and liabilities: (A Lt EER & E -
Cash and cash equivalents ReKREEEY 2,289 13,062
Current financial liabilities (excluding trade iE & Bt AE (TREENE S
and other payables and provisions) AR 3K B EL A JE A5 SR TE K ) (10,118) (55,547)
Revenue W= 1,057,055 637,354
Profit/(loss) and total comprehensive FREF(BE) &
income for the year FEW B 3,358 (13,500)
Reconciled to the Group’s interestin HEAEERNSE CEERHE
the joint venture
Gross amounts of the joint venture’s BRCEFABRE
net liabilities (36,242) (38,927)
Group’s proportionate guarantee REE ML HIERE R (M)
obligation (Note) 50% 50%
Group’s share of the joint venture’s net KEBREA S EAREREMHR Y
liabilities arising from guarantees provided #ERFMEEALREZFEE
to the joint venture’s obligation (18,121) (19,464)
Carrying amount of the Group's interest AN [E =R IREIE (18,121) (19,464)
Note: Notwithstanding the Group disposed of 10% of the interest in a joint MisE : BEAREBERFEXLURPI® 10,000 TR R (E
venture at a consideration of MOP10,000 at the beginning of the year, HERSLLEI10%MER  KEBMEER
the Group continued to provide guarantees in respect of bank loans of Bt 5 22(0) AT LN A & (B 2R 50% FT B
joint venture based on its original 50% ownership interest in the joint REERAECENBRTERRERER -
venture as mentioned in note 22(b).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INTEREST IN JOINT ARRANGEMENTS AND

AMOUNT DUE FROM A JOINT VENTURE (Continued)

(b)

Interest in joint operations

In addition to the joint venture as listed in note 13(a), the
Group has also established joint arrangements with outside
contractors to undertake civil engineering in the form of joint
operations. In accordance with the agreements, the decisions
about relevant activities in these entities require unanimous
consent of the parties sharing control and, therefore
management has accounted for the investments as joint
operations.

Details of the Group’s interest in the material joint operations,
all of which are accounted for using the line-by-line basis to
the extent of the Group’s interest in the joint operations, are
as follows:

,_\_|
\m

(Expressed in Hong Kong dollars unless otherwise indicated)

B M5 WKW T

(BmHEAN - UWETZF)

13 REERINERRBSELRR
R (&)

(b)

REEEKHER

BRBIE13(@) FrFI B BB EI - REBIT
BESNABBAKKRRY - LA %
BN A AT ATE - RIEHH -
HZEERAMADERNARALRE
BEFENS T - BRABERTAEFEE
AfmEREREEREREEEBAR -

AEERNERNEEEHHRBERELEY
AEEREEEBNERIIER - HiEs
P ¢

Percentage of ownership interest

FAERERE DL

Form of Place of Group’s Held Held

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

ALK r&E
REEBER EBRER BRI EREE ADAKE WELRRE IEXH
CEC — CCC Joint Venture Unincorporated Hong Kong 40% - 40%  Civil engineering
AETE - RERame BEAAL i 40% - 40% TARIE
Fujita — Sun Fook Kong Joint Venture Unincorporated Hong Kong 50% S 50%  Civil engineering
Fujita - Sun Fook Kong Joint Venture EEAMAL 5 50% = 50% tARIE
SFK — CEC Joint Venture Unincorporated Hong Kong 51% - 51%  Civil engineering
SFK — CEC Joint Venture BEAMAL i 51% - 51% TARIRE
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14

196

CONTRACT ASSETS AND CONTRACT
LIABILITIES

14 ENREREGVAR

2020 2019

—E-FF —TNF

$°000 $000

Tt FIt
Contract assets EHEE

Arising from performance under EBITREENES

construction contracts 1,115,690 1,422,493
Contract liabilities aHAaE
Construction contracts HEAH

— Billings in advance of performance — BRI A 189,103 118,191

The Group’s construction contracts normally include payment
schedules which require stage payments over the construction
period once milestones are reached. These payment schedules
prevent the build-up of significant contract assets. The Group also
typically agrees to a one to two years retention period for 1% to
10% of the contract value. This amount is included in contract
assets until the end of the retention period as the Group’s
entitlement to this final payment is conditional on the Group’s work
satisfactorily passing inspection.

The contract assets primarily relate to the Group’s right to
consideration for work completed and not billed because the rights
are conditioned on the Group’s future performance. The contract
assets are transferred to trade receivables when the rights become
unconditional. The decrease in contract assets in 2020 was mainly
the result of the decrease in the provision of construction services
at the end of the year. The amount of contract assets that is
expected to be recovered after more than one year is $87,727,000
(2019: $58,830,000), all of which relates to retentions.
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NOTES TO THE CONSOLIDATED Fl

NANCIAL STATEMENTS
A B R R M

W FIE
(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)
14 CONTRACT ASSETS AND CONTRACT 14 SWHWEERSHARAE)
LIABILITIES (Continued)
The contract liabilities primarily relate to the Group’s obligation to GHBETERASERNETFEEREMEL
transfer services to customers for which the Group has received B AEEERRFPWEFEMNRKEBER—F
advanced payments from the customers and will be recognised as NIERBWA - FRERRFEVFAGHNAE
income within one year. The amount of revenue recognised during H U %56 %8 5 150,425,000 T (ZE— h4F -
the year that was included in the contract liabilities at the beginning 125,584,000 7C) - MEARFPHEIIME—EH
of the year is $150,425,000 (2019: $125,584,000). The amount of RFEEFAGHNBBERASERBE —FRW
retentions receivable included in contract liabilities on a net basis B/ ERIRES ST A42,887,0008 (=%
for a single contract with the customer that is expected to be — L% : 33,652,000 7T) ©
recovered after more than one year is $42,887,000 (2019:
$33,652,000).
The amount of revenue recognised during the year from FR - RN BEHMDER (KB BIEK) E
performance obligations satisfied (or partially satisfied) in previous HEFEHERH IS FER51,884,0008 T (=
periods is $51,884,000 (2019: $72,270,000), mainly due to the ?*ﬂi 72,270,000/ 7C) - TFERHRHA
changes in estimate of the transaction price of certain construction BEASONRSEEMNMETIEETE -
contracts.
15 TRADE AND OTHER RECEIVABLES 15 BRESERREMEKRRE
2020 2019
—ECEF —hEF
$’°000 $'000
Tr Tt
Trade debtors FEWE 5 8RN 373,590 457,079
Deposits, prepayments and other receivables %4 - Fa {518 K H {th fE 5k 23,312 35,062
Amounts due from a joint operation partner ~ FEUt& %%W%pﬁimlﬁ(ﬂﬁ%())
(note (i) 3,487 21,820
Derivative financial instrument (note 21(e)) PrESmIT A (MisE21e) = 283
400,389 514,244

Notes:

The amounts due from a joint operation partner are interest-free, unsecured
and recoverable on demand.

(ii) Except for the amounts of $8,209,000 (2019: $9,321,000) 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.

— B — =F
= =

M

WA EXBBHIBTHE - BIERRARE
8] o

8,209,000/ 7T (= Z — N4F : 9,321,000 87T ) #)5K
B  —F R EISN - R 5 RR R R A B IR
FIEFBR T EHRIBHER —FRIKE -

(i)
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15 TRADE AND OTHER RECEIVABLES (Continued)
Ageing analysis

As at the end of the reporting period, the ageing analysis of trade
debtors (which are included in trade and other receivables), based
on the invoice date (or date of revenue recognition, if earlier) is as

15

FE U 5% 5 R 3k B At PR M ok 0R (42)
AR 2 AT

RBERR - AN EE A Hs iR A HI A
REERE)NERE SRR GIARKESE
R E M IR B BRER DTN T

follows:
2020 2019
—ECEF —E-hNF
$°000 $'000
T T
Within 1 month 1{EAN 361,461 388,289
1 to 2 months 1Z221EA 8,110 61,662
2 to 3 months 2Z=31@A 856 295
Over 3 months but within 6 months HBiE3EAERGEAR 3,163 6,833
373,590 457,079

Trade debtors are due within 14-45 days from the date of billing.
Further details on the Group’s credit policy and credit risk arising
from trade debtors are set out in note 21(a).

16 CASH AND CASH EQUIVALENTS AND OTHER

16

EWE SRR ERE A 14245 RAEIH] -
ERAEEEERRRKBRKEZERNE
EREBREE — S E N E210) ©

BeRieSRYRAMRERIER

CASH FLOW INFORMATION #
(a) Cash and cash equivalents comprise: @ RERASEEYEME:
2020 2019
—E-TF —ZT-NF
$°000 $000
Frx Fit
Deposits with banks within three months 788 A B =1 A W2 EAEY
of maturity at acquisition IRITIFN 5,000 101,418
Cash at bank and on hand IRITRFHERS 444,827 162,087
449,827 263,505
(b) Major non-cash transactions b) EEHBREXSH

During the year ended 31 December 2020, there were
proceeds from bank loans of $30,698,000 (2019:
$65,604,000) directly transferred to trade creditors to settle
the trade balances. These proceeds from bank loans had no
cash flow impact to the Group.

During the year ended 31 December 2020, there were no
proceeds from bank loans (2019: $2,790,000) directly
transferred to a joint operation partner to settle the trade
balances of the joint operation. These proceeds from bank
loans had no cash flow impact to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4 e B RS R AR T A

At
(BREHIEHI - LABIT25)

16 CASH AND CASH EQUIVALENTS AND OTHER 16 BeRBSEVREMRAERE
CASH FLOW INFORMATION (Continued) o)
Reconciliation of liabilities arising from financing (c) BMETBFRELSBNHIER
activities
The table below details changes in the Group’s liabilities from T%E I MEETHMEEAEEAREN
financing activities, including both cash and non-cash (BERERIRSEEH)FE -/
changes. Liabilities arising from financing activities are % \Eiﬂﬁﬁéiﬁ BEAHEERECLK
liabilities for which cash flows were, or future cash flows will RRREMEFRNAEBENGEEHER
be, classified in the Group’s consolidated cash flow statement ERANDBIEREEDMELERSRE
as cash flows from financing activities. HafE -
Bank loans Lease liabilities Total
RITENR HEARE )
$°000 $°000 $°000
T T Tx
(Note 18) (Note 19)
GERE) (B#E19)
At 1 January 2020 R-ZE-ZEF-F—H 408,464 67,619 476,083
Changes from financing cash flows: BERERENEE
Proceeds from bank loans RITERENE 809,436 - 809,436
Repayment of bank loans BEBTEX (1,048,181) = (1,048,181)
Capital element of lease rentals paid BAEMERER - (23,516) (23,516)
Interest element of lease rentals paid BffeNFIEER - (1,727) (1,727)
Interest paid 2ARFIE (10,325) - (10,325)
Total changes from financing cash flows ~ BiAR &R EMEEHEE (249,070) (25,243) (274,313)
Other changes Hitt# &
Increase in lease liabilities from entering ~ FRFIVHHEEHHE
into new leases during the year B & - 23,260 23,260
Bank loans directly transferred to trade E&%?ﬁé‘iﬁ 8 SBRHH
creditors (note 16(b)) RITEF (I3 16(0)) 30,698 - 30,698
Finance costs (note 6(a)) BE R (P 7E6(a)) 10,325 1,727 12,052
Total other changes HupZE)as 41,023 24,987 66,010
At 31 December 2020 R-E-_EE+-A=+-—H 200,417 67,363 267,780
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16 CASH AND CASH EQUIVALENTS AND OTHER 16 BEeRBSEEYPRAMBETES
CASH FLOW INFORMATION (Continued) qE)
(c) Reconciliation of liabilities arising from financing (c) MEITBFEEEENHERE)
activities (Continued)
Bank loans  Lease liabilities Total
RITER HERE st
$'000 $'000 $'000
T T T
(Note 18) (Note 19)
(KizE18) (KI3E19)
At 1 January 2019 RZE-h&E—-HF—H 371,732 74,219 445,951
Changes from financing cash flows: FERERENSE
Proceeds from bank loans RITERPAEHIE 912,000 - 912,000
Repayment of bank loans ERRITER (943,662) - (943,662)
Capital element of lease rentals paid BAfEMEAS R = (17,079) (17,079)
Interest element of lease rentals paid BENEENFEER = (1,745) (1,745)
Interest paid BEAFE (17,664) - (17,664)
Total changes from financing cash flows B &H & REMNEEHERE (49,326) (18,824) (68,150)
Other changes Hith# B
Increase in lease liabilities from entering  FRFIZHHAEEHMEEFEM
into new leases during the year - 10,479 10,479
Bank loans directly transferred to trade BB EMNE ZERH
creditors (note 16(b)) RITEF (55 16(0)) 65,604 - 65,604
Bank loans directly transferred to ajoint ~ EEEA T A LEEBLLL
operation partner (note 16(b)) RITER (FiE16(0) 2,790 = 2,790
Finance costs (note 6(2)) BE A (Pt 6(a)) 17,664 1,745 19,400
Total other changes Hipepmm 86,058 12,224 98,282
At 31 December 2019 R-B-AE+=-A=+-8 408,464 67,619 476,083
(d) Total cash outflow for leases (d HEEBRSRHHAE
Amounts included in the consolidated cash flow statement RiEreBHeRERIENEBEHEENK
for leases comprise the following: HEEATEE
2020 2019
—E_TF ZE-NF
$°000 $000
Tt Tt
Within operating cash flows 4R LIRS 2 2R IR 22,091 25,548
Within financing cash flows BERRENKIE 25,243 18,824
47,334 44,372
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17 TRADE AND OTHER PAYABLES

(BmHEAN - UWETZF)

17 BB R B AR R H i FE 1 R IR

2020 2019
—EZEF —ET-NF
$’000 $°000

Tt FT

Trade creditors eI E SRR 238,852 354,720

Accruals and other payables FEFT B R R E AR FRIE 652,627 565,393

Amounts due to joint operation partners A S EBBNTIE

(note (i) (B3E () 1,062 1,062

Provision for construction works (note (i) SREE T A2 RHE (MR (i) 34,594 24,288

Retentions payable ERES 340,335 361,679

Derivative financial instruments (note 21(e))  $14 4Rt T A (Bt 21(e) 6,167 -

1,273,637 1,307,142

Notes: P 3E

i The amounts due to joint operation partners are interest-free, unsecured and i) BN &EEBBHRIBTTE  BERRARERE
repayable on demand. & o

(ii) As at 31 December 2020 and 2019, the Group recognises provision for (ii) REZBZZERZT-AF+_A=1+—H BT
construction works when the unavoidable costs of meeting the performance ;&Ai’JFWEEE’JTTiﬁaEX$t@Eé%’]iﬁ/ﬁﬁﬁq
obligations under the construction contracts exceed the economic benefits ESHEENRR - NEBSHZRETREE - &
expected to be received from the contracts. The amount of the provision is HEERARIESNNTEBR A REERITEONF
measured at the present value of the lower of the expected cost of terminating ERAREFHREENRETE - AEESHERT
the contract and the net cost of continuing with the contract. The amount of BiEew -
provision is reviewed on an ongoing basis.

(iii) Except for the amounts of $132,533,000 (2019: $116,846,000), all of the (iil 132,533,000 87T ( = F— L4 : 116,846,000 7T)
remaining balances of trade and other payables are expected to be settled HRIESN - BN E SRR REMENFIBRAR T
within one year. HIEHE N —FREE -

Ageing analysis BRER DT

As at the end of the reporting period, the ageing analysis of trade RBERR ERZEBHNENE SR

creditors, based on the invoice date, is as follows: BRECHOMTAOT ¢

2020 2019
—ECEBFE —T-NF
$°000 $'000

Tt Tt

Within 1 month 1EAA 139,171 262,868

1 to 2 months 1Z221@A 76,651 55,886

2 to 3 months 22318 A 12,858 16,462

Over 3 months 838 3 & A 10,172 19,504

238,852 354,720
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18 BANK LOANS 18 SRITER
2020 2019
—EZEF —E-hF
$’000 $'000
T 7
Bank loans, repayable within 1 year WITER - —FAEE
— Unsecured - ?ﬂiﬁwﬁ 200,417 408,464

202

@)

As at 31 December 2020, the bank loans bear interest
ranging from 1.63% to 1.69% (2019: 3.75% to 5.45%) per
annum.

As at 31 December 2020 and 2019, 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 $20,113,000 (2019:
$25,125,000);

(i)  Corporate guarantees provided by a subsidiary and the
joint venture partner, personal properties and pledged
deposits owned by the joint venture partner; and

(iv)  Corporate guarantees provided by the Company and
cross corporate guarantees provided by the Company
and certain subsidiaries.

All of the Group’s banking facilities are subject to the fulfilment
of certain covenants as are commonly found in lending
arrangements with financial institutions. If the Group were to
breach the covenants the drawn down facilities would
become payable on demand. The Group regularly monitors
its compliance with these covenants. Further details of the
Group’s management of liquidity risk are set out in note 21(b).
As at 31 December 2020, none of the covenants relating to
the drawn down facilities had been breached (2019: Nil).
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LEASE LIABILITIES 19 HEHEBE
At 31 December 2020, the lease liabilities were repayable as RZEZEF+-_A=+—0 HEEEER
follows: THIERR AEE
2020 2019
—E-EF —E-NF
$°000 $°000
Tt Tt
Within 1 year —F R 27,306 17,908
After 1 year but within 2 years BiE1FER2FR 18,357 14,730
After 2 years but within 5 years BB FERREFNR 21,700 34,981
40,057 49,711
67,363 67,619
CAPITAL, RESERVES AND DIVIDENDS 20 BF  -HEWRER
(@) Movement in components of equity (a) EEZHOEF
The reconciliation between the opening and closing balances REBEGEERS M RBARS
of each component of the Group’s consolidated equity is set MEERE NG R T
out in the consolidated statement of changes in equity.
Details of the changes in the Company’s individual AArEREREIBINFENRFERED
components of equity between the beginning and the end of FEEHEHYIAT
the year are set out below:
The Company b /N
Share Share Capital Retained
capital premium reserve profits Total
R& RAEE RAERE REBBEF @i
Note $000 $000 $000 $000 $000
fisE Fr Tr Fr Fr Fr
At 1 January 2019 —hE—A—H 40,000 82,867 81 16,273 139,221
Profit and total comprehensive ﬁmmﬂﬁiﬁu& Ept
income for the year S S S 17,501 17,501
Dividends approved in respect RAI—FEHAENRE
of the previous year 20(0)(i) - - - (16,000) (16,000)
At 31 December 2019 AN_E-NE+-A=1+—H 40,000 82,867 81 17,774 140,722
At 1 January 2020 NZE-_TF-F—H 40,000 82,867 81 17,774 140,722
Profit and total comprehensive FREFIREMEZARZER
income for the year - - - 67,229 67,229
Dividends approved in respect HA—FEENRE
of the previous year 20(b)(i) - - - (16,000) (16,000)
Dividends declared in respect HAFESRNBRE
of the current year 20(0)(i) - - - (16,000) (16,000)
At 31 December 2020 R-Z-ZF+-A=1+-H 40,000 82,867 81 53,003 175,951
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued) 20

BF  -RmMREE 2

(b) Dividends b) KRE
() Dividends payable to equity shareholders of the ) FAEEZESEQATEZREZ
Company attributable to the year BRE
2020 2019
—E-FF —TNF
$°000 $000
Tt Tt
Interim dividend declared and paid of 2 &k RIK{T 2+ ERRR B
4.0 cents (2019: Nil) FAREBA4.07%(L
per ordinary share (ZZ—NF : &) 16,000 -
Final dividend proposed after the end of FA ¥4 BA 7R 14 ¥R (< 2 < HA
the reporting period of 8.0 cents KREERERERS.0BI
(2019: 4.0 cents) per ordinary share “ZE—NF : 4.080) 32,000 16,000
48,000 16,000

The final dividend proposed after the end of the
reporting period has not been recognised as a liability
at the end of the reporting period.

(i) Dividends payable to equity shareholders of the
Company attributable to the previous financial
year, approved and paid during the year

(ii)

R E\REEIRN < RABRE L
ANBERRERREE -

FRAERIRN A — B F G2
EEAL R RRIRME ZRE

2020 2019
—E-FF —TNF
$°000 $000
FT Tt
Final dividend in respect of the previous FAGF A#EAE MR~ 2 B
financial year, approved and paid A— BB K
during the year, of 4.0 cents IR E &A% 4.0 8L
(2019: 4.0 cents) per share (ZZ—NF 4081 16,000 16,000
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued)

(c)

(d)

Share capital

AR B R R M A

W EIE
(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)
20 BF  -EeRER (&)
(c) BR=&
2020 2019
“BIEF —Z-NF
No. of shares Amount  No. of shares Amount
REAEE kit RiHEE &8
$ $
BT BT

Authorised: EE
Ordinary shares of $0.1 each FREEI BT LB

At 1 January and 31 December

W—A—BEk+ZA=1+—8 10,000,000,000

1,000,000,000 10,000,000,000

1,000,000,000

Issued and fully paid:
Ordinary shares of $0.1 each

At 1 January and 31 December

ERTRAR
BREECIATIEAK

m—R—BRk+t-A=+—H

400,000,000

40,000,000

400,000,000 40,000,000

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary
shares rank equally with regard to the Company’s residual
assets.

Nature and purpose of reserves

(@

(i)

(iii)

Share premium

The application of the share premium account is
governed by section 40 of the Bermuda Companies Act
1981.

Capital reserve
The capital reserve of the Company arose from the
Group’s reorganisation completed in January 2008.

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(u).

|l

A
ﬁ
H

(d)

TR AT T
RIZER AV N/N

EIREARE -
AlEE I ERRnR—

=AY ARREAARNBEETS
FEZR

RENMEEREW

U]

(i)

(iii)

R | #TiES &

R0 1E

B aBRz2EBXBERE—N
N—FRARLEBIOFIRE -

EREE

ARANEAHER —FF
ARRAKBEMREELE -

NE—

BE Sk

PE 5t B AR IR BRSO SR A B TS 3
RELWMAINEEZR
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20 CAPITAL, RESERVES AND DIVIDENDS (Continued)

206

(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 and lease liabilities) less cash
and cash equivalents. Total capital comprises all components
of equity attributable to equity shareholders of the Company.

During 2020, the Group’s strategy, which was unchanged
from 2019, was to maintain its adjusted net debt-to-capital
ratio not more than 55%. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20 CAPITAL, RESERVES AND DIVIDENDS (Continued)

The Group’s adjusted net debt-to-capital ratio at 31 December
2020 and 2019 was as follows:

= JPAN
AR

(Expressed in Hong Kong dollars unless otherwise indicated)

20 BE - - FWERER#)

FEER_ZE_ZFR_ZF-NLF+ A
=T BMEHEBFEBHERLENT

SRRy D

(BmHEAN - UWETZF)

2020 2019

—E-EF —E-NF

Note $’°000 $'000

B 5T T Tt

Bank loans RITER 18 200,417 408,464

Lease liabilities HEamE 19 67,363 67,619

Total debt BIETS 267,780 476,083

Less: Cash and cash equivalents AR RESEEY 16(a) (449,827) (263,505)

Net (cash)/debt FRE)EE (182,047) 212,578
Total equity attributable to equity 72 Rl R ERE(S

shareholders of the Company R 397,659 448,308

Net debt-to-capital ratio FEEHERLE N/AFiE A 47.4%

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

AR R R E AR M A R AR AR SR AE AN
M B AR EFIR ©
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208

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.

(@) Creditrisk

Credit risk refers to the risk that a counterparty will default on
its contractual obligations resulting in a financial loss to the
Group. The Group’s credit risk is primarily attributable to
trade receivables and contract assets. The Group’s exposure
to credit risk arising from cash and cash equivalents is limited
because the counterparties are banks and financial
institutions with sound credit ratings for which the Group
considers to have low credit risk and the Group has exposure
limit to any single financial institution.

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

Trade receivables and contract assets

The Group has established a credit risk management policy
under which individual credit evaluations are performed on all
customers requiring credit over a certain amount. These
evaluations focus on the customer’s past history of making
payments when due and current ability to pay, and take into
account information specific to the customer as well as
pertaining to the economic environment in which the
customer operates. Trade receivables are due within 14 to 45
days from the date of billing. Normally, the Group does not
obtain collateral from customers.

The Group measures loss allowances for trade debtors and
contract assets at an amount equal to lifetime ECLs. Given
the customers of the Group are mainly reputable companies
and the Government of the HKSAR and its related
organisations and institutional bodies and the Group has not
experienced any significant credit losses in the past,
management considered that the exposure to credit risk is
insignificant. The Group assessed the expected credit loss
rate on trade receivables and contract assets is below 1%.
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(a)

(b)

Credit risk (Continued)
Trade receivables and contract assets (Continued)

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, 40% (2019:
34%) and 85% (2019: 74%) of the total trade receivables and
contract assets was due from the Group’s largest customer
and the five largest customers respectively.

Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short-term
investment of cash surpluses and the raising of loans to cover
the expected cash demands, subject to approval by the
parent company’s board when the borrowings 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.

21

ﬁ
H

,_\_|
l\‘/T\

(Expressed in Hong Kong dollars unless otherwise indicated)

ERE R e

At
(BREHIEHI - LABIT25)

MERREEREMIALTFE®)

(a)

(b)

R | #EB

FERR(E)
FURESRARENEE (&)

AEFEBENEERREES
BRI IR P L FTEMTTE R
REE AitEERBRESESTMNIE
NEERAEEBLHERNFFEEEAR
BEFEL - RMEHF - BUKEZE SRR
MERNEERER DB 40% (ZF—AN
F 1 34%) %2 85% (ZE—NE : 74%) A
BRAEEGARFPRARNEFHE -

BEEPH

RBE SRR

AEEETHENZEEEREEBSHA
TEE BERETEMRSABEHKER
¥?§ KA FREIR & FH/ K - WS
ﬂiﬂﬁm%%?%%ﬁik'émﬁ
REREEFNHE - REBENBER
m%%@ﬁ@ﬁ@mi&%ﬁ%ﬁL#
BN BREZMOHREHERETR
ERBERTRRNCARESRE
NENEHEERRSESFER

EREBEFR A A 209



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IRAN

(Expressed in Hong Kong dollars unless otherwise indicated) (% %A 158851

e B R M R

C AETT251)

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

210

(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 and 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:

At 31 December 2020

21 MERBREEREMIALTE®)

(b)

REBESEE(E)

TRINTRBERARNEE T ES B
BERMIESRABENBR TANIHIE
R DERABHARBRASRE (B
BHNK(METE - BIRBEHRER
E’Jf‘Jf)aJrZiE’JflJEH?”)&ZK%EHEi
ERMNFOEFR BB

R-B-BHE+=-A=+—H

Contractual undiscounted cash outflow

ERRBEBERH
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
1FAR 10 E 2F B E
REXRK B2FR B5FR @t REE
$°000 $000 $°000 $000 $000
T T T T T
Trade and other payables [ERTE HRH K
Hfth e 50E 927,135 - - 927,135 927,135
Retentions payable [ERHRES 207,802 19,966 112,567 340,335 340,335
Bank loans HITER 200,477 - - 200,477 200,417
Lease liabilities ME&E 28,666 19,134 22,245 70,045 67,363
Derivative financial instruments  $74& 5 T & 3,139 2,819 254 6,212 6,167
1,367,219 41,919 135,066 1,544,204 1,541,417
Financial guarantees 2R EMBER
issued (note): (BfEE) :
Maximum amount SR EREH
guaranteed (note 22) (Pzx22) 55,656 - - 55,656 18,121
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21 FINANCIAL RISK MANAGEMENT AND FAIR 21 MERRERREMIAATFHEHE)
VALUES OF FINANCIAL INSTRUMENTS (Continued)
(b) Liquidity risk (Continued) (b) RBESREME)
At 31 December 2019 R-B-hAE+=-A=+—-8

Contractual undiscounted cash outflow
BROREBRE RN
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
1EFERNK 1EE 2F AL
R BBy B2FR B5FR BEr REHE
$000 $'000 $000 $'000 $000
Tt T T T T
Trade and other payables ERESEIK
Hi B FIE 945,463 - - 945,463 945,463
Retentions payable BRRES 244,833 42,590 74,256 361,679 361,679
Bank loans RITERK 409,843 - - 409,843 408,464
Lease liabilities HERE 19,361 15,794 36,240 71,395 67,619
1,619,500 58,384 110,496 1,788,380 1,783,225
Financial guarantees EREMKER
issued (note): (FsY) 1,619,500 58,384 110,496 1,788,380 1,783,225
Maximum amount EaEREE
guaranteed (note 22) (PrzE22) 88,530 - - 88,530 19,464
Note: The Group is exposed to liquidity risk that arises from guarantees in Mz : AEEHEERRSECENRITREREER
respect of banking facilities of joint venture. The guarantees are callable FEENRBDESRR - MEBASEER
if the respective joint venture is unable to meet their obligations. BE(ERER  REEAIHERKAER -
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(c)

212

21 MERBREEREMIALTE®)

Interest rate risk () F=mp
Interest rate risk is the risk that the fair value or future cash MERBA-—HEMIENATFELK
flows of a financial instrument will fluctuate because of RIR @ 2 % B 9% ) 28 2 B TR B
changes in market interest rates. The Group is exposed to R ER - AEBEIFENF KIRITE
cash flow interest rate risk in relation to variable-rate bank P BERFERKRRITRe S EERR
borrowings, pledged deposits and cash at banks. Interest ERENERRE - RMRAERITFERL
rate risk on bank deposits is considered immaterial and PRI AR - B IS H A
therefore have been excluded from the sensitivity analysis ATSHEREDH o MAIRKIERE - &
below. If interest rate fluctuates significantly, appropriate PG REEZ FEE SRR RER -
measures would be taken to manage interest risk exposure.
The Group’s cash flow interest rate risk is mainly AEENHREeRENERBREFEEFR
concentrated on the fluctuation of Hong Kong Interbank FEAMRRITIERTEENEBRITR
Offered Rate arising from its variable-rate bank borrowings. ERERE - REBEF SRITEREF
The interest rates and terms of repayment of interest-bearing EREBIGFTAIERKRI T 18HKEE o
bank borrowings of the Group are disclosed in note 18 to the
financial statements.
() Interest rate risk profile (i) FRERER
The following table, as reported to the management of WA EEEEEMKRE - TRF
the Group, details the interest rate risk profile of the BN S B S HRA B A I
Group’s borrowings at the end of the reporting period: E BN
2020 2019
—E-EF —E-NF
Effective Effective
interest rate Amount interest rate Amount
BRFI=E <8 BB X Tt
% $°000 % $'000
FTr T
Fixed rate borrowings: BEEFEREH -
Lease liabilities HEaRE 25 67,363 25 67,619
Variable rate borrowings: S EIFIRER
Bank loans RITEHK 1.66 200,417 3.97 408,464
Total borrowings fERABTE 267,780 476,083
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(c) Interest rate risk (Continued)
(i) Sensitivity analysis

At 31 December 2020, it is estimated that a general
increase/decrease of 100 basis points (2019: 150 basis
points) in interest rates, with all other variables held
constant, would have decreased/increased the Group’s
result after taxation and retained profits by
approximately $1,673,000 (2019: $5,116,000) 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 result 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 2019.

(d) Currency risk

The Group is exposed to currency risk primarily from trade
and other receivables, trade and other payables and cash
balances that are denominated in a foreign currency, i.e. a
currency other than the functional currency of the operations
to which the transactions relate. The currencies giving rise to
this risk is primarily Renminbi, United States dollars and Great
British Pound.

In respect of cash balances denominated in foreign
currencies, the Group ensures that the net exposure is kept
to an acceptable level, by buying or selling foreign currencies
at spot rates where necessary.
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)
(i) Exposure to currency risk

The following table details the Group’s exposure at the
end of the reporting period to currency risk arising from
recognised assets or liabilities denominated in a
currency other than the functional currency of the entity
to which they relate. For presentation purposes, the
amounts of the exposure are shown in Hong Kong
dollars, translated using the spot rate at the year end
date.

21 MERBREEREMIALTE®)

(d)

BE¥EREE)

@

ERERE

TRV ARE BN E HRAE R
AHRE I B UINEREETHE
MOEREERRBERMELNER
Rk - 2% - FEBRRRNER
VAR 45 B BN HARE =B BT
o

Exposure to foreign currencies
(expressed in Hong Kong dollars)

SRR (B THIR)
2020 2019
—E-EF —T-NF
United Great United Great
States British States British
dollars Renminbi Pound dollars  Renminbi Pound
D AR¥ e E AR W
$000 $°000 $000 $000 $000 $000
T Fr T T T T
Trade and other receivables  [EIE SRR
ot FEURIA 9,735 40 - 1,677 2,557 -
Trade and other payables ENE %% &
H At P 2008 (6,578) (40) 87) (7,228) (2,202) (714)
Cash and cash equivalents  IR& MBS EEY 7,928 660 4,430 6,912 587 4,286
Gross exposure arising EEREERERE
from recognised assets EEZEREE
and liabilities 11,085 660 4,343 1,361 942 3,572
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(Expressed in Hong Kong dollars unless otherwise indicated)

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

(d) Currency risk (Continued)

(i)

Sensitivity analysis

The following table indicates the instantaneous change
in the Group’s result after tax (and retained profits) and
other components of consolidated equity that would
arise if foreign exchange rates to which the Group has
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
dollars and the United States dollars would be materially
unaffected by any changes in movement in value of

4 e B RS R AR T A

nt

(BmHEAN - UWETZF)

21 MERBREEREMIALTFE®)

(d)

BE¥EREE)

(i)

BREDN

TRETHARERREHRER
PRAE (b SRR T - fE
MREREREERNZ A LR

B - AEERBRES(RRER

M) Bfir & w2 EL A #R o0 1O B By 22
o st s - ERKRETEENR

HEMEENEAZS TS %T/%E

HEXTHMBEERTELEATE

,%-\Eﬂ ﬂﬁ’é%ﬁénﬁ%ﬁ]éé%%ﬁ’\]
P ARTTRHERIRTT R TR

United States dollars against other currencies. That is, \%TE TENE N B B @k o
for entities with Hong Kong dollars as their functional
currencies, United States dollars denominated cash at
banks and in hand is assumed to have no currency risk
exposure.
2020 2019
=L e
Increase/  Effect on Increase/ Effect on
(decrease) result after (decrease) result after
in foreign tax and in foreign tax and
exchange retained  exchange retained
rates profits rates profits
Ex HERH% X HERBE
tH/ EBERRE R BERRR
(TBE) RBFBTE (TF) mEANTE
% $°000 % $'000
T Tz
Renminbi AR 10% 55 10% 79
(10)% (55) (10)% (79)
Great British Pound HagE 10% 363 10% 298
(10)% (363) (10)% (298)
TR | T RAREREEER AR 215
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21 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)

216

(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’ result 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 2019.

Fair values

(@

Financial instrument measured at fair value

The Group’s derivative financial instrument of interest
rate swap is measured using discounted cash flow
methodology. The discount rate used is derived from
the relevant yield curve as at the end of the reporting
period plus an adequate constant credit spread. This
derivative financial instrument falls within Level 2 fair
value hierarchy as defined in HKFRS 13.

During the year ended 31 December 2020, there were
no transfers between Level 1 and Level 2, nor transfers
into or out of Level 3 (2019: Nil). The Group’s policy is
to recognise transfers between the levels of fair value
hierarchy as at the end of the reporting period in which
they occur.
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(Expressed in Hong Kong dollars unless otherwise indicated)

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

(e)

Fair values (Continued)

(i) Financial instruments carried at other than fair
value

The carrying amounts of the Group’s financial
instruments carried at amortised cost were not
materially different from their fair values as at 31
December 2020 and 2019.

22 FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES

(@)

As at 31 December 2020, approximately $271,757,000 (2019:
$387,310,000) of performance bonds were given by financial
institutions to the Group in favour of the Group’s customers
as security for the due performance and observance of the
Group’s obligation under the contracts entered into between
the Group and their customers. The Group has provided
guarantees of the above performance bonds. If the Group
fails to provide satisfactory performance to their customers to
whom performance bonds have been given, such customers
may demand the financial institutions to pay to them the sum
or sums stipulated in such demand. The Group will then
become liable to compensate such financial institutions
accordingly. The performance bonds will be released upon
completion of the contract works. The performance bonds
were granted under the banking facilities with details as set
out in note 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.

As at 31 December 2020, the Group has provided
guarantees of $141,544,000 (2019: $166,447,000)
representing a 50% proportionate guarantee in respect of
certain banking facilities of $283,087,000 (2019:
$332,893,000) granted to its joint venture in Macau. The 50%
proportionate facilities were utilised to the extent of
$55,656,000 (2019: $88,530,000), of which amounts of
$51,044,000 (2019: $60,756,000) represent performance
bonds given by financial institutions to the customers of the
joint venture.
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22 FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES (Continued)

(©

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 economic 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.

23 MATERIAL RELATED PARTY TRANSACTIONS

218

(a)

Key management personnel remuneration

Remuneration of key management personnel of the Group,
including amounts paid to the directors as disclosed in note 8
and certain of the highest paid employees and senior
management as disclosed in note 9.
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23 EXRABAEXS

(a)

TEEEASEMH
AEEFREEABNFM(BEENT
BEENFOR) RIS HE  E TR
YEBRSATEBRIFFORE -

2020 2019
—E-EF —NF
$’000 $000
Tt Tt
Short-term employee benefits MHEERA 18,672 19,632
Post-employment benefits BEER 2 A 688 661
19,360 20,293
Total remuneration is included in “staff costs” (see note 6(b)). SORBEAATEINA] (F2EMF

SFK Construction Holdings Limited | Annual Report 2020

6(b)) o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)

23 MATERIAL RELATED PARTY TRANSACTIONS 23 EXRABRAXR &)
(Continued)
(b) Transactions with related parties (b) EEBEEESMIRB
In addition to the transactions and balances disclosed BRZEVBREREMATAEERNRZS
elsewhere in these financial statements, the Group had the R #EeRSN - A HE F3¢W$‘ilﬁifﬁﬂé‘?ﬁ
following transactions with the related parties during the EITTESRABEAN TR

relevant year which the directors consider to be material:

2020 2019
g St i —E-NF
Note $’000 $'000
BsE FT T
Rental expenses, license fees, e HAUE -
air-conditioning and service RRKIRIEE
charges (i) - 2,318
Property management services MESIERIE N YE
and property consultancy AR RFS A
services income (ii) = 4,555
The ultimate controlling party of the Group is a substantial REBEMNGZEZEG T REEEEERA
shareholder of Great Eagle Holdings Limited. AIMEERRE -
Notes: N

0] During the year ended 31 December 2019, the Group paid rental 0 REBEZE=FT—-NF+=-A=+— EHJ:Eﬁ

expenses to a subsidiary of Great Eagle Holdings Limited and a AEBAEEZEELEERAAN—HHBER
subsidiary of Sun Fook Kong Group Limited. EFEBEEBARIRN—MH W%’Aﬂiﬁ
EEFHX -

(ii) During the year ended 31 December 2019, the Group provided (i REBE-_Z-NF+-A=+—HLEFE"
property management services and property consultancy services to AEERFRESEERARZMEARR
subsidiaries of Sun Fook Kong Group Limited. S SEEIRRAS R W) ¥ ER RS o

TR | T RAREREEER AR 219
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23

220

MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

(c) Applicability of the Listing Rules relating to
connected transactions

During the year ended 31 December 2020, none of the above
related party transactions falls under definition of connected
transaction or continuing connected transaction as defined in
Chapter 14A of the Listing Rules.

The related party transactions for the year ended 31
December 2019 in respect of notes 23(b) as disclosed below
fall under the definition of connected transaction or continuing
connected transaction as defined in Chapter 14A of the
Listing Rules. The amount of each category of related party
transactions in respect of notes 23(b) is as follows:

23 EXEABBRS &)

(c)

HREXSHEBZLTRANER
3

BE_ZT_TF+_A=1—HLFE"
BELLLEBTXZEBR ETRAE
UABFEZNHER HRFEWER
5

BN TR EM Fl0) Tt EE =T
—NWF+-_A=+—BLFEZ@EHS
REBREMBAEUAZERTENE
ERXGUIFEMERZ S o WL 23(0) Arit
25 %E%%Hﬁ%ﬁx%@a&iﬁu? :

Rental Property
expenses, management
license fees, services and
air-conditioning property
and service consultancy

charges services income
(note 23(b)(i) (note 23(b)(ii)
ez ES=EY S

-3 & JESETS
RAKRBRBE R 5 U A
(MrzE23()i) (B &E23(0)i))
$'000 $000
Tz Tz
Constitute connected transactions or B IFrHRANE14ASFIES
continuing connected transactions WHEER P AFEBER S
as defined in Chapter 14A of
the Listing Rules 2,318 4,555
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(Expressed in Hong Kong dollars unless otherwise indicated) (% 2E1E85) + LAETE25)

24 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.

ﬁ
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(Expressed in Hong Kong dollars unless otherwise indicated) (% 2 A4EBA5) - LAETT251)

25 COMPANY-LEVEL STATEMENT OF FINANCIAL 25 LAFEEMBKRE
POSITION

2020 2019
—E-EF —ZE-NEF
Note $’°000 $'000
B 5T Tt Tz
Non-current assets kRBEE
Interest in subsidiaries R B R RMEZE 20,081 20,081
Current assets REEE
Amounts due from subsidiaries i )= NEIE S 155,610 60,941
Other receivables Hh pE R = 216
Cash and cash equivalents B4 MESEEY 279 100,513
155,889 161,670
Current liabilities REBAE
Amount due to a subsidiary FES — BB R B 5/08 - 40,676
Other payables HAth fET IR 19 353
19 41,029
Net current assets RBEEFE 155,870 120,641
NET ASSETS EEFE 175,951 140,722
CAPITAL AND RESERVES BEXR#E 20
Share capital f& s 20(0) 40,000 40,000
Reserves HiE 135,951 100,722
TOTAL EQUITY XA 175,951 140,722
26 NON-ADJUSTING EVENTS AFTER THE 26 HEMERFERABER
REPORTING PERIOD
After the end of the reporting period, the directors proposed a final RBEMRE  EZRRTRAARE - E—
dividend. Further details are disclosed in note 20(b)(). S E RHE R R 20(0)() ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated)

VS R R BT AE

(BmHEAN - UWETZF)

IMMEDIATE AND ULTIMATE CONTROLLING 27 BEERERRENA

PARTY

At 31 December 2020, the directors consider the immediate parent RZBE-_TF+_A=+—H EFLERAE K
and ultimate controlling party of the Group to be Sun Fook Kong SEMNEESAB REEEHH DR AR RS
Group Limited, which is incorporated in British Virgin Islands, and HRRBEEEMAINFEAEEERAR R
Mr. Lo Kai Shui respectively. They do not provide financial BRUORSTE - MAEWREHAIEARATER
statements available for public use. R BF TS ERER o

POSSIBLE IMPACT OF AMENDMENTS, NEW 28 ERGERXRBEE_S_TF+Z
STANDARDS AND INTERPRETATIONS ISSUED A=+—HILFEEENAERT « F#E
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED AR RERIBRRRE

31 DECEMBER 2020

Up to the date of issue of these financial statements, the HKICPA HEZZWBRETIR A BAGHAAE
has issued a number of amendments, and a new standard, HKFRS EEMBERNEE T _EF+_A=+—H
17, Insurance contracts, which are not yet effective for the year IEFERAREREE] R —IEFER] - HEY
ended 31 December 2020 and which have not been adopted in BHREERIFETY  REAL - MZEH R
these financial statements. These developments include the RIWERMZFEFT R LR - ZFHRBIE
following which may be relevant to the Group. HAREE e BN TYEE -

Effective for

accounting periods

beginning on or after

RTHABARAE

BN ETHIREN

Amendments to HKFRS 16, COVID-19 — Related Rent Concessions 1 June 2020
ERMBHmEERFE165EHER] - COVID-1916F 8 % EE —E-FTFRA—H

Amendments to HKFRS 3, Reference to the Conceptual Framework

1 January 2022

BB MEEREIRAER] - BL2AELRay1E 4t —E__F—HA—H
Amendments to HKAS 16, Property, Plant and Equipment: Proceeds before Intended Use 1 January 2022
BERGTERNFEHENER] - W% BELRRE - (EREFZFFHE —E--_F%—A—H
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfiling a Contract 1 January 2022
ER G ERNEITRANER] - BIEEH — BITEABIKAR —E__F—HA—H
Annual Improvements to HKFRSs 2018-2020 Cycle 1 January 2022
BERMBHREEN - N\GFE_E_TFRMNFELE —E--_F%—A—H
The Group is in the process of making an assessment of what the AKEREFERMZTRRRN B RERBE
impact of these developments is expected to be in the period of MEE - 25 R  ARBERBENLFER]
initial application. So far it has concluded that the adoption of them BRI TR AR R AR G M B MREREARE

is unlikely to have a significant impact on the consolidated financial Z-

statements.
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FIVE YEAR FINANCIAL SUMMARY
hTFEHHEHRE

A B R F R MR S0 R EMKFE
MR RENREERBBNBEZHIIMT

The summary of the consolidated results and assets and liabilities of the
Group for the last five financial years as extracted from the audited
financial statements is set out below:

CONSOLIDATED RESULTS REaER
2016 2017 2018 2019 2020
—E-RXFE ZZT—+F —T-N\F —T-NEF ZB-EF
HK$’000 HK$’'000 HK$’'000 HK$’000 HK$’000
FET FHET FHET FHET FET
Revenue Uy 25 3,002,023 4,611,972 6,197,164 5461871 3,772,118
Gross profit/(loss) EF(E8) 196,487 247,159 273,176 75,149 (39,917)
Profit/(loss) for the year FERF,(EE) 106,111 142,691 129,321 (29,402) (18,974)
Attributable to: FEAS -
Shareholders of the Company 22 FIAX R 105,967 141,874 129,689 (28,827) (19,027)
Non-controlling interests IR AR = 144 817 (368) (575) 53
CONSOLIDATED ASSETS, LIABILITIES AND EQUITY FEHEE ARRES
2016 2017 2018 2019 2020
—E-RXFE —ZT—+F —T-N\FE —T-NFE ZB-EF
HK$'000 HK$’000 HK$’000 HK$’000 HK$’000
FET FHET FHET FHET FET
ASSETS EE
Non-current assets EMEEE 30,433 68,169 79,497 150,554 157,327
Current assets RENEE 1,333,530 1,845,550 2,079,893 2,231,062 1,994,852
Total assets BEME 1,363,963 1,913,719 2,159,300 2,381,616 2,152,179
LIABILITIES =L
Current liabilities nBAaE 909,062 1,435,473 1,660,893 1,879,194 1,710,437
Non-current liabilities EmEBE 3,165 3,451 4,717 54,253 44,157
Total liabilities BEEsE 912,227 1,438,924 1,665,610 1,933,447 1,754,594
EQUITY L]
Total equity attributable A ERREFEMS
to shareholders of AR
the Company 451,749 473,991 493,343 448,308 397,659
Non-controlling interests FEIE IR R A (13) 804 437 (139) (74)
Total equity 25458 451,736 474,795 493,780 448,169 397,585
224 SFK Construction Holdings Limited | Annual Report 2020
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