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MANAGEMENT DISCUSSION AND ANALYSIS

IR R AT

The board (the “Board”) of directors (the “Directors”) of SFK Construction
Holdings Limited (the “Company”) is pleased to present the unaudited
interim results of the Company and its subsidiaries (collectively the
“Group”) for the six months ended 30 June 2018 (the “Period”) together
with the comparative figures for the corresponding period in 2017.

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 18 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)
and building information modeling (“BIM") services to real estates in
Hong Kong and the People’s Republic of China (the “PRC").

BUSINESS REVIEW

Our overall revenue for the Period increased to HK$2,827.07 million as
compared with that of HK$1,592.67 million for the corresponding period
last year, representing an increase of approximately 77.51%. The
favourable result was mainly attributable to a mix of projects from our
general building works and civil engineering works undertaken during the
Period, with the major projects being outlined in the following sections.

During the Period, 5 new projects were awarded to us as a main
contractor in Hong Kong (out of which 2 projects were from the public
sector and 3 projects were from the statutory institutions), with a total
original contract sum of approximately HK$4,296 million. The table below
sets out the summary of our construction and maintenance projects for
general building and civil engineering works that were awarded to us
during the Period. Regarding the 2 newly awarded contracts from the
public sector, total original contract sum is about HK$4,222 million.

MiEEEREEBRAA(ARRARDESE(TEE])
S(EFSDMAREARRREWMB AR (S A
SENDBE_Z-N\FRA=THINEATHAD
WARGCERTRES SR T —tFRPNLER
HF e

EEENWRIW

ANEBET B AR [SFK (FE88) | RIRESBR
EEANREEE URIEBRPINEEEIER © 0
REBETREEMRE  TEREATERFTEA
REMBE((HE]DNEHERFREEERMES
BRH (FIREERRERRLTEBRY) REE
EERA ([BIM]) BRTE

e e

A BRKEREAFREMN1,592.678 85 Tig
INZE2,827.07BEBIT  BERAT7.51% » EEMLT
TERARBRNAE - BEFIERLARIRRER
FeR - = ZIEE PR LA N EE o

HiR - BPRNER LR S RS @ IER (K
H 2 B8 B kA A EERPT R 3 ETE B 2R BEEHAE) -
[RETAKBELN /4296 BEB T - TREIIBAE
MERRN—REFIRERIATENEZERRE
HEEME - ZSRMAMELN2HRLEMPIEGLH - R
RIARBEENRA22B8ETT -

Number of  Total original

projects  contract sum

HAHAE RITEHNERE

(approximate

HKS$ million)

(BHasEsT)

Original contract sum at or above HK$500 million SEBTTHN EMRETEHSEE 1 3,740
Original contract sum below HK$500 million SETTIATE 2 BT A /Y

but at or above HK$200 million JREIa#E5 1 482

Original contract sum below HK$200 million 2 @A LA B 5,000 AT S

but at or above HK$50 million N EMRETEHREE 1 72

Original contract sum less than HK$50 million DH5,000 BB TR S 2 2

5 4,296
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MANAGEMENT DISCUSSION AND ANALYSIS

IR R W MDA

As at 30 June 2018, we had a total of 21 projects for general building
works and 7 projects for civil engineering works on hand and the total
original contract sum amounted to approximately HK$19,124 million (31
December 2017: HK$17,647 million). The outstanding value of our
ongoing projects as at 30 June 2018 was approximately HK$12,390
million (31 December 2017: HK$10,281 million). 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 remain
ongoing as at 30 June 2018:

RZZE—N\EXAZ=Z+H HZMFEEAKL21E—
MIEFIREER7TELAIRIER RiJ&08S
BAA191224888T(ZE—+F+-A=+—H:
17,647 EBEL) - RZZE—N\FRA=+H " &M
FHRETHNEENARZEXEBENA12,390FEHET
(ZZ2—+tF+=-A=1+—H:10281HEEL)°
TEREINHEMAREEFHSHEMREZAEN T
—N\FEANA=ZTRHNEETHNRS —REFIER
TARTIRBOARBEERREEE F15

Revenue
recognised
during the
six months

Original contract Original ended
Project type Business segment Scope of works completion date contract sum 30 June 2018
BE-E-N\E
GHE ABZTHL
BERER BB IRER RIBH  RITGHEE AEARINKE
(approximate (approximate
HK$'million) HK$'million)
(B0aEET) (HHaEET)
Home ownership scheme development of ~ General building works To build 3 blocks of around 30 storeys September 2018 1,297.0 173.8
the Housing Authority —REFIE buildings, carpark and carport, and ZE-\EAA
FEZEERERRER andillary structures
HR3BNNERRT FESREER
HEBEY
Home ownership scheme development of ~ General building works To build 3 blocks of around 27 storeys October 2018 1,299.0 2143
the Housing Authority —REFIR building and ancillary structures —E-/\§TA
FEZEERERRAR H23E ERBTRINEREY
Enhancement works at Carpark of Airport ~ Civil engineering works Enhancement works at Car Park 1 November 2018 1237 26.6
Authority Hong Kong TAIR —NRERNELR ZE-\E+—A
BSERREEENETR
Main contract for the Park for West General building works Construction of the Art Park in West December 2018 1,140.2 2139
Kowloon Cultural District Authority ~ —RRIEF T 72 Kowloon Cultural District —E-\F+ZA
BAXRERRNARTEH RENEXLRRZEMNE
Proposed subsidised housing development ~ General building works To build a 31-storey residential block, a June 2019 464.0 594
of Hong Kong Housing Society —fRiEFIR single storey commerdial block, anopen  ~E—AEFA
ERRERENEEENREELERER car park and slope improvement

2R ERATE RIESES

BEREFESRASME

—E-N\FHHHRE
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MANAGEMENT DISCUSSION AND ANALYSIS
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Revenue
recognised
during the
six months

Original contract Original ended
Project type Business segment Scope of works completion date contract sum 30 June 2018
BE-E-N\F
GHERY ARZTHLE
BEERR B IRER ZIAH RiIeHEE ~EARINKE
(approximate (approximate
HK$'million) HK$'million)
(BongEr) (BHaEAT)
Contract with the Hospital Authority General building works To carry out minor works for New Territories June 2019 7342 81.6
HEREERNAN — maintenance project East and New Territories West Clusters = — 575 A
~REFIE—REER AMARRFARBRBEER IR
Kai Tak Development for Civil Engineering - Civil engineering works Infrastructure works for developmentsat ~ September 2019 1,947.0* 118.8*
and Development Department TARTE the southern part of the former runway ~ —ZE—ENA
TAIRARENREERETE AREREERRERRTIR
Public rental housing development of the ~ General building works To build 5 domestic blocks with 4,846 flats October 2019 3,047.0 7215
Housing Authority —REFIE and andillary buildings ZE-NETA
FEZEERELRIER ERoER 4B EENNEEAEREE
2EY
Construction of Public Rental Housing General building works Construction of Public Rental Housing December 2019 707.0 1043
Development of the Housing Authority —#1EF T2 Development “E-nETCA
FEZEEN AR RERRHBIRE PMBEREEERERETR
IR
Construction of Subsidised Sale Flats General building works Construction of Subsidised Sale Flats February 2020 513.0 64.0
Development of Housing Authority ~ —REF T2 Development ZTCTECR
FEZRQAMLEREY R ERE EYHERBER BIRETR
I
Main Contract for Global Graduate Tower  General building works Construction of Global Graduate Tower in February 2020 3164 211
of HKUST —HRETIR HKUST “ER-%ECR
BERBABHRARREAH REBNRASEREBHRABHR L
BEE
Works Contract for the M+ Waterfront ~ General Construction works — Construction of M+ Waterfront Promenade  February 2020 69.7 1.6
Promenade of West Kowloon Cultural  —fE£ T2 AEM+BERBEE it S S|

District Authority
BALEEEREM+BERBIE
a#

6
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MANAGEMENT DISCUSSION AND ANALYSIS
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Revenue
recognised
during the
six months

Original contract Original ended
Project type Business segment Scope of works completion date contract sum 30 June 2018
BE-E-N\F
GHE ARZTHLE
BERER S Yk IRER ZIBE  RITSHEE AEARINUE
(@pproximate (approximate
HK$'million) HK$'million)
(BongEL) (BOaEAT)
Maintenance of hydraulic and pumping  General building works Maintenance, improvement and March 2020 2218 332
system and buildings managed by the — maintenance project refurbishment for hydraulic and pumping —Z=FF=4
Airport Authority —REFTIE—REBE  system and various buildings managed by
RESEEREEMRENREZSR the Airport Authority
BTRERE RBSERRERNRBNREZRRS
BETRERE XERBFIR
Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat March 2020 2467 210
the Housing Authority — maintenance project refurbishment for properties managed by —~ZE=F4=f
REEZEERNMERERE —fREFTTR—REER  the Housing Authority in Tuen Mun and
Yuen Long
REEZBQERMUNLFAIRTHNYR
RERE HERFEEUMNIRE
Maintenance of properties managed by~ General building works Alterations, additions, maintenance and March 2021 14718 1312
the Architectural Services Department — maintenance project repair of buildings and lands and —E--F=R
RESEERNNERMLRE —HEFTIE—REEE  propertiesin (i) Hong Kong Island Eastern
and Outlaying Islands (South); (i) Hong
Kong Island Western, Southern and
Lantau Island for which Architectural
Services Department (Property Services
Branch) is responsible
REEZ(MZEBR)AEN()EERE
FEs(M): ()ESRE  BRRAE
WEET - THRYFETHE M
B REREEIE
Piers maintenance for Civil Engineering ~ Civil engineering — To carry out maintenance works for piers March 2022 150.1 455
and Development Department maintenance project  AEBEEETREIR ZZZZESR

IATEARENBEARESH IATE—-REER

—E-N\FHHHRE
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R W Mo

Revenue
recognised
during the
six months

Original contract Original ended

Project type Business segment Scope of works completion date contract sum 30 June 2018
BE-E-N\F

GHE ARZTHLE

BRER B IRER ZIBH  RITGHEE AEARINKE
(approximate (approximate

HK$'million) HK$'million)
(Boeghsr) @HOHe8hT)

Construction of Public Rental Housing General building works Construction of Public Rental Housing October 2022 3,740.0 54.6
Development and Subsidised Sale Flats  —fii2F T2 Development and Subsidised Sale Flats ===+ A
Development of the Housing Authority Development
FPEZRENAREREERAZIRE MBEEEERAAREYLERER
PHEFERRBRETE RitBIRETR
Management and maintenance of roads  Civil engineering works —  Management and maintenance of public March 2024 482.6 95
in Kowloon East for the Highways maintenance projects roads, including associated slopes, “Z-mE=AR
Department TARIE—REER highway structures, tunnels, landscaping
BREHEERRRENERER and minor improvement works, in
Kowloon East but excluding Expressways
and High Speed Roads.

BENEENERODLER (RERER
REBERIRI)  BEETRENRR
BREE  BE - AR VRR
BRAETR

* In a form of joint operation in which the Company participates in 40% of the contract. * HREEEEBER - RRARIEHE40% & Dk o

*x The revenue recognised represented our shares of the contract. o BERREERMIEEZE NN -

A majority of our revenue is generated from our general building and civil MR DR E —RIEFREATIE - R -
engineering works. During the Period, the revenue attributable to our —MEFRLARITRBEKKZES B A2,055.16 5 8
general building and civil engineering business amounted to HK$2,055.16 BT k722008 &8 T (ZE—+tF R A=1TH:
million and HK$722.00 million (30 June 2017: HK$1,091.09 million and ~ 1,091.09 & &7t % 44558 A& A T) » H MG HR
HK$445.58 million), respectively, representing approximately 72.70% and ~ ANEBE BRIz 4172.70% K& 25.54% (Z T —+EF /<A
25.54% (30 June 2017: 68.51% and 27.98%), respectively, of the total =-+H : 68.51% % 27.98%) °

revenue of the Group for the Period.

During the Period, other than general building and civil engineering  HiR - B —REF R ARTIE - BFIMREE MR
works, we also provided other services which comprised mainly housing % TEZ®ERAEFEMTENEHEREEE LD
and property management services (such as the provision of cleaning ¥ EER% (FINREERRBEERLEERY) &
services and security management services) and BIM services to real  BIMARFS o HAtb AR5 &G Uk s A A AL B AUz 40
estates in Hong Kong and the PRC. Revenue attributable to these other  1.76% (ZZ—+F/XA=+H :3.51%) °

services amounted to approximately 1.76% of the total revenue of the

Group for the Period (30 June 2017: 3.51%).

8 SFK Construction Holdings Limited Interim Report 2018
.



MANAGEMENT DISCUSSION AND ANALYSIS

IR R W MDA

FINANCIAL REVIEW
Revenue

Our overall revenue increased by approximately HK$1,234.40 million, or
approximately 77.51%, from HK$1,592.67 million for the six months
ended 30 June 2017 to HK$2,827.07 million for the six months ended 30
June 2018. The increase in our revenue was mainly the combined effect
of the increase in general building business of HK$964.07 million and the
increase in civil engineering business of HK$276.42 million.

Revenue from general building business increased by approximately
HK$964.07 million, or approximately 88.36%, from HK$1,091.09 million
for the six months ended 30 June 2017 to HK$2,055.16 million for the
six months ended 30 June 2018. The increase was primarily due to the
increase in revenue between periods of certain general building contracts
in accordance with the work progress, including the construction of a
home ownership scheme development for the Hong Kong Housing
Authority at Sheung Lok Street, the construction of a public rental
housing development for the Housing Authority at Fo Tan and the
construction of a park development in Kowloon West. In addition, the
increase was explained by the inclusion of certain new general building
contracts for the six months ended 30 June 2018, including the
construction of a public rental housing development for the Housing
Authority at Tung Tau Estate Phase 8.

Revenue from civil engineering business increased by approximately
HK$276.42 million, or approximately 62.04%, from HK$445.58 million
for the six months ended 30 June 2017 to HK$722.00 million for the six
months ended 30 June 2018. The increase was primarily due to the
increase in revenue of certain civil engineering contracts in accordance
with the work progress, including Kai Tak Development — the
infrastructure works for developments at the southern part of the former
runway, and piers maintenance for Civil Engineering and Development
Department.

Revenue from other services (which mainly comprised housing and
property management services and BIM services) for the six months ended
30 June 2018 amounted to HK$49.91 million (30 June 2017: HK$56.00
million), representing 1.76% (30 June 2017: 3.51%) of the total revenue
of the Group.

Our business remains to be primarily focusing in the Hong Kong market
during the Period.

Gross profit and gross profit margin

Our overall gross profit increased by approximately HK$20.47 million, or
approximately 20.33%, from HK$100.67 million for the six months ended
30 June 2017 to HK$121.14 million for the six months ended 30 June
2018. The increase in gross profit was mainly due to the increase in
revenue for the six months ended 30 June 2018 as compared to the six
months ended 30 June 2017.

—E-N\FHHHRE

g JEI
e 328

ﬁzfﬁé’]%é LlyﬁnEE@if7 ‘tg/\ﬁ +Elt/\
&8l A #91,592.67 B & B LIE N491,23440 8 &5 T
7751 % EHE_T— ) \FNA=ZtTHILNEA
#92,827.07 BB BT - WM EERN —ME
FEBKIEML07EEB TR AR TIEFEIE N
276.42 AEBTLHRE R ERY -

KE—BEFEBNREHBE T —tF~A

E-i—EIJJ:/\TIHE’\]1,091.095%/%75%?}%’9964.07
BEBITHA8 6N EHE_T-NFA=TH
LEATEAR2,05516 BEEIT - ZIEMBHEZEHRR
REBETIREE AT —REFEN(BEBEEESZ
BEERFLAONEREEEXRBEREEZEERA
REENERRBEAANEEEZAREREL )R
HARE 2 W38 0 o JEAN - g mmEE =T — N
FEXRA=ZTHILERNEAMABZTFHF—RIEFELFT
fEiE  BREEEZEeRNRENSHEENRHER
Eo

ITARIRERHNRSHBEE_T—tF~A=FAH
LE7N{E A R 445,58 B &8 TG IN4276.42 B E BT
HK62.04% EHE-—E— \EXNA=THI~EA
K)722.00 B BB o WM EZ AR BB T
EEETEIAIRAOREEM(PERBEEREE
— AR ERAERREERIRREIATIEARE
WISSERE) TR »

BE-_Z— ) \FXA=THLEXEA kB EMER
B(EXEREEERYETERE RBMRTE) KUK
HmALTHEEBT(ZE—tFA=+H :56.00
BEEL)  hAEEBAKEMN1.76% (ZT—tF
NAZFH:351%)°

B RAINEBEESITNEETS

ENRERR
BPMERENHBE_T—EFAAA=ZTHLER

&8 A #)100.67 B & B TIE 42047 BB TTHA
2033%2HE=E_ZT—N\FAA=+THILENEAH
12NM4BEB T EFENFTERHREBEE_T
—N\EFERNAZTHLEAEANKREEREEZE-Z—+
FRAZTHIEANEABATEMATE -
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MANAGEMENT DISCUSSION AND ANALYSIS

IR R AT

Our overall gross profit margin decreased from 6.32% for the six months
ended 30 June 2017 to 4.28% for the six months ended 30 June 2018
mainly due to the intense competition for project works across the
market.

Other revenue

Our other revenue for the six months ended 30 June 2018 amounted to
HK$2.32 million, compared to that of HK$0.19 million for the six months
ended 30 June 2017. Other revenue mainly consisted of interest income
and other sundry income.

Other net (loss)/income

Our other net loss for the six months ended 30 June 2018 amounted to
HK$0.14 million, compared to other net income of HK$0.39 million for
the six months ended 30 June 2017. Our other net loss for the six months
ended 30 June 2018 was attributed to the combined effect of (i) loss on
disposal of plant and equipment; and (i) foreign exchange loss.

Administrative expenses

Administrative expenses mainly consisted of staff cost and rental charges.
Our administrative expenses for the six months ended 30 June 2018
amounted to HK$43.63 million, compared to that of HK$33.71 million
for the six months ended 30 June 2017. The increase in administrative
expenses was mainly due to the increase in staff costs as a result of the
higher volume of business.

Finance costs

Our finance costs for the six months ended 30 June 2018 amounted to
HK$4.27 million, compared to that of HK$1.92 million for the six months
ended 30 June 2017. The increase was primarily associated with the
increase in bank interest expenses arising from the increase in average
bank loan balances and average interest rates.

Income tax

Our income tax for the six months ended 30 June 2018 amounted to
HK$11.86 million, compared to that of HK$10.85 million for the six
months ended 30 June 2017. The effective tax rate for the six months
ended 30 June 2018 was 15.97%, which was about in line compared to
that of 16.30% for the six months ended 30 June 2017.

Profit attributable to the equity shareholders of the
Company

Based on the above factors, profit attributable to the equity shareholders
of the Company increased by approximately HK$7.12 million, or
approximately 12.81%, from HK$55.58 million for the six months ended
30 June 2017 to HK$62.70 million for the six months ended 30 June
2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

IR R W MDA

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital Structure

As at 30 June 2018, the capital structure of the Group consisted of equity
of HK$463.20 million (31 December 2017: HK$474.80 million) and bank
borrowings of HK$471.93 million as more particularly described in the
paragraph headed “Borrowings” below (31 December 2017: HK$307.74
million).

Cash position and fund available

During the Period, the Group maintained a healthy liquidity position, with
working capital being financed by our operating cash flows and bank
borrowings. As at 30 June 2018, our cash and cash equivalents were
HK$233.23 million (31 December 2017: HK$256.76 million).

As at 30 June 2018, the current ratio of the Group was 1.25 (31
December 2017: 1.29).

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

Borrowings

As at 30 June 2018, the Group had total bank borrowings of HK$471.93
million (31 December 2017: approximately HK$307.74 million). The
increase in total bank borrowings was mainly used to finance the working
capital of the ongoing sizable projects plus the new projects that were
awarded to us, especially at the commencement stage of these contracts
which generally require more capital input. During the past twelve
months, we were awarded 12 projects as a main contractor in Hong
Kong with total original contract sum exceeding HK$6 billion.

As at 30 June 2018, the Group had approximately HK$1,467 million (31
December 2017: HK$1,267 million) of unutilised banking facilities in
Hong Kong and Macau (including loans, letter of credit and letter of
guaranteed facilities). All of the Group’s banking facilities are subject to
the fulfilment of certain covenants as are commonly found in lending
arrangements with financial institutions. The Group’s policy is to regularly
monitor its liquidity requirements and its compliance with lending
covenants, to ensure that it maintains sufficient reserves of cash and
adequate lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer term. The Group remained
in compliance with its loan covenants during the Period and up to the
date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS

IR R AT

GEARING RATIO

As at 30 June 2018, the Group’s gearing ratio was 101.88% (31
December 2017: 64.82%), calculated based on the interest-bearing
liabilities divided by the total equity as at the respective period end. The
increase in gearing ratio was attributed to the combined effect of (i)
increase in bank borrowings mainly used to finance the working capital
of the ongoing sizable projects plus the new projects that were awarded
to us, especially at the commencement stage of these contracts which
generally require more capital input; and (i) decrease in equity which was
the net effect of the declaration of 2017 year end’s final dividend offset
by the inclusion of net profit for the current period in 2018.

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. During the Period, the
Group has incurred approximately HK$19.47 million (30 June 2017;
HK$9.32 million) on acquiring items of plant and equipment.

FOREIGN EXCHANGE EXPOSURE

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

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

There were no material acquisitions or disposals of subsidiaries, associates
or joint ventures during the six months ended 30 June 2018. There was
no future plan for material investments or capital assets as at 30 June
2018.

SFK Construction Holdings Limited

12

BEERMBHER

RZZE—NEXNAZ+H AEENEEABLER
B10188% (=T —+tHF+ A =+—8:
64.82%)  IEHIKRTEABERUERBENE - &
EBELRENTIAR THSBNGATE (X2
BRAEITTFHARIEE REMEKMNFTEEMNE
BESBARMBITETEN  LEREZSANN
FRERBEREEZESEA  RG)RERD -
HER-ZZE—+tFFRAPRELHMAAZST
— N\FARERIM AR R F 2 -

BEXRMX

REBMNEARASZ X EZABEME M&E (Hln5E

Bef)  BERTEHRMNEARNITERLLLHEE
TRIEHES - BN AEBEEREMEBEELD
1947EEBTL(ZE—tFA=1+H 93268
PEIT) IS ©

SN L BR

AEEDERERET  EHEAREBERARAGN
BILFHE - AEBEARGEHRURTRARERE -
mAETTEE T - M BEETREERER - &
FERA  AEEUWESAINERKR @ THEEREM
HHEeMT A - EFTFRIRRHNAKBENINER
B MERERA R

MEBLR BMEAARSEQATNERNKRE
FHEURARREAREIREEEE

REZ-Z-\FRA=THIERER - BENE
N BERBHALELEERPNBERLE -N_F
—NERA=1TH AERREAREIBRAEE

5t

Interim Report 2018



MANAGEMENT DISCUSSION AND ANALYSIS
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SIGNIFICANT INVESTMENTS HELD

The Group did not hold any significant investments during the six months
ended 30 June 2018.

CONTINGENT LIABILITIES

Save as disclosed in note 13 to the condensed consolidated financial
statements, the Group had no other contingent liabilities as at 30 June
2018.

PLEDGE OF ASSETS

As at 30 June 2018, the Group had deposits, amounting to HK$25.03
million (31 December 2017: HK$25.01 million), and assignment of project
proceeds from certain construction contracts of the Group, the Group'’s
joint operations and the Group’s joint venture, that are pledged with
banks as security of banking facilities (including bank loans and
performance bonds). Pledged deposits remained stable between periods.

CAPITAL COMMITMENTS

As at 30 June 2018, the Group did not have any capital commitments.

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2018, the Group had 2,240 employees in Hong Kong,
Macau and the PRC and total remuneration for the six months ended 30
June 2018 was approximately HK$358 million. The Group entered into
separate labour contracts with its employees in accordance with the
applicable labour laws of Hong Kong, Macau and the PRC. The
remuneration offered to employees generally includes salaries, medical
benefits and bonus. Share options may also be granted to eligible
employees. In general, the Group determines salaries of its employees
based on each employee’s qualification, position, seniority and
experience.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FUTURE PROSPECTS

Our anticipation that the Finance Committee of the Legislative Council of
Hong Kong would approve financial proposals more efficiently became
reality. According to the remarks by the chairman of the Finance
Committee, the Honourable Mr. Chan Kin Por, on 18 July 2018, the
Finance Committee took 1.4 hour on average to approve a financial
proposal in the 2017-2018 fiscal year, as opposed to 4 hours in last fiscal
year, which was much more efficient. Out of the 98 financial proposals
approved in this 2017-2018 fiscal year, there are 36 approved funds
related to public works totalling about HK$168 billion. Within the 36
approved funds, significant projects included construction of Central
Kowloon Route and renovation works to five hospitals. The Housing
Authority recently announced that as at the end of June 2018, the
average waiting time for general applicants to public rental housing was
about 5.3 years which is much longer than the targeted average waiting
time of around 3 years. Facing such huge demand for public rental
housing, the Housing Authority would definitely spare no effort in
searching for more lands for building more public housing. The
Government has launched “New Initiatives on Housing Policy” on 29
June 2018. One of the new measures is to re-allocate nine pieces of
private housing sities in Anderson Road Quarry and Kai Tak District for
public housing with 10,600 flats to be built. Looking forward, there will
be ample opportunities in public works and public housing works for the
main contractors engaging in civil engineering and general building, like
the Group, to tender. The Group will suitably allocate internal resources
and bank credits to provide working capital for these opportunities on
public works and public housing works.

Moreover, the recent MTR (Mass Transit Railway)’s Shatin-Central link
events have exposed certain loopholes in checking, surveillance and
reporting the contractor’s compliance with the approved drawings and
specifications. The Government departments and regulatory departments
would inevitably exercise more stringent control over the contractor’s
performance in the public works and public housing works, and would
inevitably increase construction cost substantially. Notwithstanding the
aforesaid, the Group will continue to maintain high-quality construction
work services in a stable and efficient way. Meanwhile, the Group will
continue to keep an eye on suitable merger and acquisition opportunities
with construction-related or other up-stream business to enhance our
overall competitiveness and income.

SFK Construction Holdings Limited
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERNMEMER

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
enhance shareholders’ value. The Board 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 to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”). For the Period, the Board is of the opinion that the Company has
complied with all the code provisions of the CG Code, except for the
deviation from code provision A.2.1 and C.2.5 of the CG Code.

According to code provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual. The Company does not have a chief
executive officer and such role has been assumed by the managing
director of the Company. Mr. Chan Ki Chun is the chairman and the
managing director of the Company. In the view that Mr. Chan has been
assuming day-to-day responsibilities in operating and managing the
Group since 1999, the Board believes that it is in the best interest of the
Group to have Mr. Chan taking up both roles for effective management
and business development. Therefore, the Board considers that the
deviation from provision A.2.1 of the CG Code is appropriate in such
circumstances. Notwithstanding the above, the Board is of the view that
this management structure is effective for the Group’s operations and
sufficient checks and balances are in place. The Board will continue to
review its corporate governance practices in order to enhance its
corporate governance standard, to comply with regulatory requirements
and to meet the growing expectations of the shareholders of the
Company and investors.

According to code provision C.2.5 of the CG Code, the Company should
have an internal audit function. The Company has not established 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. The Company has appointed
an external internal control adviser to perform ongoing 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.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERNMEMER

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 to
the Listing Rules upon the Listing. Having made specific enquiries of all
the Directors, each of the Directors confirmed that he has complied with
the required standard set out in the Model Code during the Period.

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 was a Director.

INTERIM DIVIDEND

The Directors resolved to declare an interim dividend of HK9 cents per
Share for the Period (30 June 2017: HK12.5 cents per Share), amounting
to approximately HK$36 million (30 June 2017: HK$50 million). Such
payment of interim dividend will be payable to the shareholders of the
Company whose names appear on the register of members of the
Company at the close of business on Tuesday, 18 September 2018. It is
expected that the proposed dividend will be paid on or about Friday, 28
September 2018.

There is no arrangement under which a shareholder of the Company has
waived or agreed to waive any dividends.

CLOSURE OF REGISTER OF MEMBERS

In order to establish entitlements to the proposed interim dividend, the
register of members of the Company will be closed on Tuesday, 18
September 2018, 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 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on Monday,
17 September 2018.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERNMEMER

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-laws of the
Company, 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 Period.

SHARE OPTION SCHEME

A share option scheme (the “Scheme”) was conditionally adopted by the
written resolutions of the Company’s 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.

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

Interests in the Company

As at 30 June 2018, none of the Directors or chief executive of the
Company had any interest or short positions in the shares, underlying
shares and debentures of the Company (within the meaning of Part XV of
the SFO) 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 to be notified to the Company and the
Stock Exchange pursuant to the Model Code.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERNMEMER

Interests in associated corporations of the Company

As at 30 June 2018, the interests or short positions of the Directors or
chief executive of the Company in the shares, underlying shares and
debentures of the Company’s associated corporations (within the
meaning of Part XV of the SFO (i) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO); or (ii) which
were required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or (iii) which were required to be notified to
the Company and the Stock Exchange pursuant to the Model Code, were
as follows:

R B AR BEA B Ay

BE-_ZT-/\FRA=1TH ARFAEERESTT
BABRARRMEEEE (EEREFRPE RS
XV EP) R An - ARRARR L M (EAEE T () A REE S
KEIE GO EXVEET K8 &b A & A 1 & K B
RS SOAR (BREREES LB RINE R
BXEEFSRAEBNERIORE) » KM FEFR
1B 5 R B 5P % 352 (RAB RN & IR P B FC
MR SORE - H(NEERBEFRETAEMEARR
AR B R PR ES SOR BT

Approximate

Number of shares percentage of

Name of Director ~~ Name of associated corporation Capacity (long position) shareholding
EBEHE HBEE AR &% BROHE (FR) HAEREIL
Mr. Chan Ki Chun Sun Fook Kong Group Limited Interest in controlled 97,599 3.54%
PR EF oA ("SFK Group”) corporation (Note 1)
FRBREARAR([FiRERE]) ZrnEE R (Mt 1)
Note 1: Mr. Chan Ki Chun beneficially owns the entire issued share capital of Growth Asset — Hfi&E1 : BRERZ 56 4 B % A Growth Asset Holdings Limited ([ Growth

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

Save as disclosed above, as at 30 June 2018, none of the Directors nor
chief executive of the Company had 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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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERNMEMER

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

Name of shareholder Nature of interest

TERRRAQFRND - HERO K E”E
HHERERAR

REERMAE  BE-T-/\FRA=ZTA UTA
T(EERARARSITHRABRIN R L8R
B EBRWRSREFREEREIES RIS F
FIEXVEBE 2 R 3N FIEX AT RENER KA
B HALBRARRIREE 7 &S GRP]S 336 1%
B ERBELMOERS R SRR

AN

Approximate
percentage of
shareholding

Number of Shares
(long position)

REMSE1B EEME RBEE (&) BARERA D
SFK Group Beneficial owner (Note 1) 300,000,000 75%
FrimbeE EmmA A1)
Good Target Limited Interest of controlled corporation 300,000,000 75%
("Good Target”) (Notes 1 and 2)
REEERER (1 &2)
Ocean Asset Holdings Limited Interest of controlled corporation 300,000,000 75%
("Ocean Asset”) (Notes 1 and 2)
SiEEE R (M1 &2)
Mr. Lo Kai Shui (“Mr. Lo") Interest of controlled corporation (Note 2) 300,000,000 75%
mEHEAE ([ERED ZiEEE R (T 2)
Mr. Hu Liang Ming Raymond Beneficial owner 12,000,000 3%
AR LA EmBEEA
Mr. Hu Liang Ming Raymond Beneficiary of a trust 10,000,000 2.5%
HASERA SR A EFEXEmA
Note 1:  SFK Group, a company incorporated in the British Virgin Islands with limited liability, MisE1 et R E AT RBRE LS FMKIMBR AR+ B Good

is owned as to approximately 71.39% by Good Target, 18.94% by Ocean Asset,
3.54% by Growth Asset, 1.94% by Chief Champion Limited, 1.46% by Jemrick
Holdings Limited, 1.06% by KSL Management Limited, 0.83% by LHS Management
Limited, 0.46% by Worldrich Enterprises Limited, 0.22% by Easespeed Limited and
0.16% by Global Trinity Limited.

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

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

Save as disclosed above, as at 30 June 2018, the Directors were not
aware of any other persons (other than the Directors and chief executive
of the Company) who had or deemed or taken to have any interests or
short positions in the Shares or underlying Shares which would fall to be
disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO
or which were required to be recorded in the register of interests required
to be kept by the Company under Section 336 of the SFO.
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Limited + 7 % /A [R 2 & & Global Trinity Limited 2 5l % & 4
71.39% ~ 18.94% ~ 3.54% ~ 1.94% ~ 1.46% ~ 1.06%
0.83% ~ 0.46% ~ 0.22% 520.16% °

3£ 2 : Good Target BTE EBE XS TMA LM BER AR - BESL

B2 EMA © Ocean Asset A 1E I8 iR 2 B S i AR 2 1)

BRAR ABRKLEERZERE - REZHFRBEE -
BAEWEARIEEEEREORO P RAE -

B ENFRIREEN BE-T-\FXA=TH #
SEMALBENEMAL(TREEERARAETT
BARE) AN AR BA AR (2 P B AR R R E (F
BIRBEFES LB GOIEXVEE 2 M35 A E R
FTRENEMNERIAE  HELHENRRRRRE
HHLPEGRDIFE 336 IRAEF AT CMNER
AR ©

MEEERREEBR QA
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEERNMEMER

AUDIT COMMITTEE

The audit committee of the Board has reviewed the accounting principles
and practices adopted by the Group and has reviewed the unaudited
condensed consolidated interim financial statements of the Group for the
six months ended 30 June 2018.

EVENTS AFTER THE REPORTING PERIOD

The Board is pleased to report that, subsequent to 30 June 2018, the Civil
Engineering and Development Department has awarded us a new
contract for the Site Formation and Infrastructure Works for Development
at Kam Tin South, Yuen Long — Advance Works and Hong Kong Housing
Authority has awarded us two district term contracts for the Maintenance,
Improvement and Vacant Flat Refurbishment for Hong Kong Island &
Islands and the Maintenance, Improvement and Vacant Flat
Refurbishment for Properties Managed by Property Service Administration
Unit/Wong Tai Sin, Tsing Yi and Tsuen Wan Region, respectively. The total
contract sum of the abovementioned contracts is approximately
HK$1,106 million.

Save for the above, the Board is not aware of any other significant events
requiring disclosure that have taken place subsequent to 30 June 2018
and up to the date of this report.

On behalf of the Board

Chan Ki Chun
Chairman

Hong Kong, 29 August 2018

SFK Construction Holdings Limited
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CONSOLIDATED INCOME STATEMENT

= A\ ><
,Z\vT\ =) J'Iyﬁﬁ
For the six months ended 30 June 2018 — unaudited BEZZT—)\FAA=+tALENER — REHEZ
(Expressed in Hong Kong dollars) (LA TT251)
Six months ended 30 June
BZEAA=t+HLEXEA
2018 2017
—ZE-N\F —ZE—+F
Notes $°000 $'000
P 5T T T
Revenue g 3 2,827,070 1,592,668
Direct costs BEKA (2,705,931) (1,491,994)
Gross profit ER 121,139 100,674
Other revenue Hiblkzs 2,322 189
Other net (loss)/income HAiF (F518), A (142) 385
Administrative expenses TR (43,632) (33,713)
Profit from operations B EF 79,687 67,535
Finance costs BB KA (4,265) (1,916)
Share of profits less losses of joint ventures 154 & (> 2% AR ET 18 (1,142) 954
Profit before taxation RRBE AR T 4 74,280 66,573
Income tax FTiSHi 5 (11,857) (10,846)
Profit for the period HARE A 62,423 55,727
Attributable to: FEAL -
Equity shareholders of the Company QAR R 62,701 55,577
Non-controlling interests JEIERR RS (278) 150
Profit for the period HA AR F 62,423 55,727
Earnings per share — Basic/Diluted BRAEFR —E X #E 6  15.68 cents 1l 13.89 cents &l
—E-NFHHFHE FREEREEBAR AT 2']
]



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AT ER TSR

For the six months ended 30 June 2018 — unaudited BEZZT—)\GAA=+HLENER — REFEZ
(Expressed in Hong Kong dollars) (LA TT251)
Six months ended 30 June
BEAAZTHLEAEAR
2018 2017
—E-N\F —EFE—+F
$'000 $'000
T T
Profit for the period B E R 62,423 55,727
Other comprehensive income for the period Hi Ay E it 2 E U5 (BRBiLE)
(after tax)
Items that may be reclassified subsequently to ~ HEZ A B D EEE#HAER -
profit or loss:
Exchange differences on translation of REGINEEB AR ERERN
financial statements of overseas subsidiary E H =58 (23) 161
Total comprehensive income for the period HIRN2E W EALE 62,400 55,888
Attributable to: FE4E :
Equity shareholders of the Company FIN/NSIE- 2 4o 62,678 55,738
Non-controlling interests IEVERR R (278) 150
Total comprehensive income for the period HIRNZ2HE WAL 62,400 55,888
22 SFK Construction Holdings Limited Interim Report 2018
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e IR

At 30 June 2018 — unaudited

RIB-N\FRA=Z+H — REEZ

(Expressed in Hong Kong dollars) (LA TT251)
30 June 31 December
2018 2017
—E-N\EF —ZEFE—+F
~NA=+H +-A=+—H
(Note)
ChES)
Notes $000 $'000
B E SFoe Tt
Non-current assets FRBEE
Plant and equipment MR N &E 7 43,014 30,314
Goodwill HES 1,209 1,209
Interest in joint ventures NESBPENREZ 1,948 3,089
Deferred tax assets EEFRIEE = 34,982 33,557
81,153 68,169
Current assets REBEE
Contract assets BHEBE 1,167,310 -
Gross amount due from customers WS TIERFP4E5E
for contract work - 689,399
Trade and other receivables FEUN B 5 85 70 Iz EH th JE U 1B 8 477,324 871,904
Amount due from a joint venture FEW — A& &b ¥ I 7,596 -
Current tax recoverable AT Y o] BN ERFR 18 1,740 2,482
Pledged deposits T 25,028 25,006
Cash at banks and in hand BITRFERE 9 233,226 256,759
1,912,224 1,845,550
Current liabilities REBEE
Contract liabilities aHEaRE 128,253 -
Gross amount due to customers e IREEFEE
for contract work - 186,396
Trade and other payables FETE 5 AR 3k K ELAth FE S 5K IB 10 905,651 931,071
Amount due to a joint venture ERTEEDERIER - 1,904
Bank loans and overdrafts RITERMBES 471,933 307,742
Current tax payable JEAS BN ERFR 18 19,329 8,360
1,525,166 1,435,473
Net current assets RBEEFE 387,058 410,077
Total assets less current liabilities HEERRBEE 468,211 478,246
Non-current liabilities ERBERS
Deferred tax liabilities RIETRIBEE 5,016 3,451
NET ASSETS BEERE 463,195 474,795

—E-N\FHHHRE
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e MBORK

At 30 June 2018 — unaudited RZZE—N\FERNA=+H — REEZ
(Expressed in Hong Kong dollars) (LA TT251)
30 June 31 December
2018 2017
—ZE-N\F —TE—+F
~NA=+H +t-A=+—H
(Note)
(FF5E)
Notes $000 $'000
PIEE T Tz
CAPITAL AND RESERVES EXRHEE
Share capital (N 40,000 40,000
Reserves H1E 422,669 433,991
Total equity attributable to equity RRAERRREGERARE
shareholders of the Company 462,669 473,991
Non-controlling interests IR ER 526 804
TOTAL EQUITY R 463,195 474,795

Note: The Group has initially applied HKFRS 15 at 1 January 2018. Under the transition Mzt : AEBER_T-N\F-A—BEREABTEMERELR

method chosen, comparative information is not restated. See note 2. F155 - RIBAMEEMBEN L LBERILRES - F2
BOBRE2 ©
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
'"')’\?ﬁa,.\@]il%

BEEER

For the six months ended 30 June 2018 — unaudited

(Expressed in Hong Kong dollars)

BE_F—
(JA

NERA=TRIENER — REERZ
BIT25)

Attributable to equity shareholders of the Company

AATERRRER
Non-
Share Share  Capital Exchange Retained controlling Total
capital  premium reserve  reserve profits Total interests equity
RA  BROEE EARE EiRE  REEA i kRREz ERAE
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Tr Tr T Tr Tr T Tr Tr
At 1 January 2017 RZE-t&-A-H 40,000 82,867 81 (166) 328,967 451,749 (13) 451,736
Changes in equity for BZE-Z-t&55xA=1H
the six months ended LREAERES
30 June 2017:
Profit for the period R - - - - 55577 55,577 150 55727
Other comprehensive income R eliea - - - 161 - 161 - 161
Total comprehensive income 2ENERE - - - 161 55,577 55,738 150 55,888
Dividends approved in respect of HAEBAFERS
the previous year - - - - (70,000) (70,000 - (70,000)
At 30 June 2017 RZE-+EXA=1H 40,000 82,867 81 (5) 314,544 437,487 137 437,624
At 1 January 2018 R-E-NE-fF-H 40,000 82,867 81 202 350,841 473,991 804 474,795
Changes in equity for HE-Z-N\FXA=tH
the six months ended LREAERSS
30 June 2018:
Profit for the period HRE M - - - - 62701 62,701 (278) 62423
Other comprehensive income LRl - = - (23) - (23) - (23)
Total comprehensive income 2EKGESE - - - (23) 62,701 62,678 (278) 62,400
Dividends approved in respect of HAEBAFERS
the previous year - - - - (74,000) (74,000 - (74,000
At 30 June 2018 RZZE-NEXA=1H 40,000 82,867 81 179 339,542 462,669 526 463,195
ZE-NFFRHRE FREEREEBER AR
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

a5 = A\ DDz E il%
ERRREIHESRE

For the six months ended 30 June 2018 — unaudited
(Expressed in Hong Kong dollars)

BE_F-N\FRA=TRALANER — REEX
(LABTT25)

Six months ended 30 June
BZEANA=1+HILAEA

2018 2017
—ZE-N\F —ET—+F
Note $'000 $'000
Bt aE T T
Operating activities REER
Cash used in operations KEFTAES (49,269) (169,327)
Tax paid [RENEEE (6) (550)
Net cash used in operating activities RETHFMARESFE (49,275) (169,877)
Investing activities REEE
Payment for the purchase of plant and BERE KRBT
equipment (19,471) (9,317)
Other cash flows (used in)/arising from BEEE(FTA),/ FT1EH
investing activities HEMIREm (9,390) 197
Net cash used in investing activities RETEHFMARESFE (28.861) (9,120)
Financing activities REEE
Dividends paid to equity shareholders of IR AR B2 AR B
the company ZIRE (74,000) (70,000)
Net proceeds from bank loans BITERTS IR SRR 134,592 167,371
Other cash flows arising from financing B RETENEM
activities WEm (4,265) (1,916)
Net cash generated from financing RMETERSRSFH
activities 56,327 95,455
Net decrease in cash and cash ReRAESEEY
equivalents WO RE (21,809) (83,542)
Cash and cash equivalents R—B—BANBEER
at 1 January BEEEY 250,775 215,828
Effect of foreign exchanges rates ExgEHE
changes (37) 64
Cash and cash equivalents at 30 June RAB=+tHHWES
RREEEY 9 228,929 132,350

26 SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ZN

(Expressed in Hong Kong dollars unless otherwise indicated)

g5
=
=

BB HRRN T

(Br=EER

/%gé % 7}:; FIEﬁ l\‘/T\

B TT25)

GENERAL INFORMATION AND BASIS OF
PREPARATION

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 and housing management services
in Hong Kong and the People’s Republic of China (the “PRC"). The
Company was incorporated in Bermuda on 17 October 2007 as an
exempted company with limited liability under the Companies Act
1981 of Bermuda (as amended).

The Company'’s shares were listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 10
December 2015.

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited,
including compliance with Hong Kong Accounting Standard
("HKAS") 34, Interim financial reporting, issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA").

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2017 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2018 annual financial statements.
Details of any changes in accounting policies are set out in note 2.

The preparation of an interim financial report in conformity with
HKAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.

The interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial position
and performance of the Group since the 2017 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for a full set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs").

These unaudited consolidated interim financial statements have

been approved for issue by the Board of Directors on 29 August
2018.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RAE

(Expressed in Hong Kong dollars unless otherwise indicated) (BxS&+&mE5

ERASEE S b etk

AETTE5)

2 CHANGES IN ACCOUNTING POLICIES

28

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

. HKFRS 9, Financial instruments

. HKFRS 15, Revenue from contracts with customers

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

The Group has been impacted by HKFRS 15 in relation to
presentation of contract assets and contract liabilities. Details
of the changes in accounting policies are discussed in note
2(b) for HKFRS 9 and note 2(c) for HKFRS 15.

Under the transition method chosen, the Group recognises
cumulative effect of the initial application of HKFRS 15 as an
adjustment to the opening balance of equity at 1 January
2018. Comparative information is not restated. The following
table gives a summary of the opening balance adjustments
recognised for each line item in the consolidated statement of
financial position that has been impacted by HKFRS 15:

2 EFBREH

At

ARG AGRHZENAEELE
STHEBERERNI AT BBV BRELE
AR EBRTAR - > U TEHRAKRE
B R ARE

s AAMBWEEAFIR ML

A
s FAUBMEEMFISH  FF
B #lias

REEN EERN AT HE R AREX
EERIFTAT R SR R o

rEBRXERZIANEENAHNEE
MEBMHERELAUNEISHEEE - S5f
BEREHDFBERBEYBRSENSE9
SRRV EE 2(0) R BB MBI E £ RIZE 15
SRHOBRE 2(0) P RTER ©

RIBPTEZNBIRTTE - NEBRER
RIEMBRBWBHRE LR FE 1557/ RET
FER T NF-HA-RANRESRY
AR - WAREINLBER - TX
BN R A M BRRN KD REBTHEER
SEAFISFFENSRMIER ¢

Impact on initial
application of

31 December HKFRS 15 At 1 January
2017 (Note 2(c)) 2018
BIRER
P ERUKRE P
—E—+tF ZRIZE 15551 —E-N\E
+=ZBA=+—H8 EZ(WE20) —HA—H
$'000 $'000 $'000
Tz T Tt
Contract assets BHEE - 908,907 908,907
Gross amount due from BREEA#TIRIE
customers for contract work 4228 689,399 (689,399) -
Trade and other receivables ‘& 5 & Hith fE Lk 2k 18 871,904 (219,508) 652,396
Total current assets HBREEE 1,845,550 - 1,845,550
Contract liabilities EH8aE - 186,396 186,396
Gross amount due to ERERFAHIE
customers for contract work — SRIE4E%E 186,396 (186,396) -
Total current liabilities wWRBEE 1,435,473 - 1,435,473
Net current assets REBEEFHE 410,077 - 410,077
Total assets less current BEERBRRBERS
liabilities 478,246 - 478,246
Net assets BEE 474,795 - 474,795
Total equity attributable to Z<2 T #E = R R E(L
equity shareholders of AR
the Company 473,991 - 473,991
Total equity B 474,795 - 474,795
Further details of these changes are set out in sub-section (c) HEFHNE —FSHBHN AW OS
of this note. & o

SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ZN

(Expressed in Hong Kong dollars unless otherwise indicated) (kxS4&+&RE5 -

2

A

P

=2 RAR e SRR MR

A TTE5)

CHANGES IN ACCOUNTING POLICIES (Continued)

(b)

(9,

HKFRS 9, Financial instruments

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

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

HKFRS 15, Revenue from contracts with customers

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

The Group has elected to use the cumulative effect transition
method and has recognised the cumulative effect of initial
application as an adjustment to the opening balance of equity
at 1 January 2018. Therefore, comparative information has
not been restated and continues to be reported under HKAS
11 and HKAS 18.

There is no impact of transition to HKFRS 15 on retained
profits at 1 January 2018.

—E-N\FHHHRE

2
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(b)

(c)

MEsREEBARA A
___________________________________________________________

ERVBREENFEIR  £HTA

EEMBRELENSEIRRRES ST
HEBIE395 T A FEANGE -
BB RELENEIRIASHEE
DERAENTRE  BESHEEN
WA E - NEBESEVE ERRER
EXFBVHHRELENFIOFNTE -

BREVEREEREIRNFREBEL
[FEHMERER] RUDKEE SR
F395hm [DELEE] KA - RIFH
HEEBEERKRE  EE T HF2NER
WEBRMEEBEREMF - AR B
ARANFET _BARMEEERNL
FHANEREERR BFEEUR
EREERBERME - RAEHREES
ERUEYRERAEEBREHAE
B EBEBAMBEZE

ERUBBELEREISH  FFE
bl &

EREMBHEERFE 1SR AT RS
REPEHNEHORANZEIER - HE
MR EEF 15RMR BB ER
18 e (HRERHEE mRIREHR
RBEENWDE) RBASHEEN
MEEAN(REERERNNET
E) e

AEBEDEEERRAZEBRENER
ERAEBERAEANRFZER TN
F-A—BHUAESROBE - Bt - A
BEIHBENREEREE B
AFE N FEREEGERFE 185 EHE -

BEERBVBRERAE1SHH —-F
—NF-A—HORBENLEZE -

29



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
REFEIZ AR & B IS R M5

/\\/T\
(Expressed in Hong Kong dollars unless otherwise indicated) (K ZA MBI - LAETZ5)
2 CHANGES IN ACCOUNTING POLICIES (Continued) 2 EBFEEEHEE)
() HKFRS 15, Revenue from contracts with customers () BAREUMNBEREEREISH  FFE
(Continued) HWaz (4E)
Further details of the nature and effect of the changes on BASTBERNMTEREHTEFEH
previous accounting policies are set out below: FnR
(i) Timing of revenue recognition (i) WEERHEE[E
Previously, revenue arising from construction contracts RERES L RARERBE LMK
and provision of services was recognised over time, IR R EEF‘XE%%%TDDD

30

whereas revenue from sale of goods was generally
recognised at a point in time when the risks and
rewards of ownership of the goods had passed to the
customers.

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

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

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

C.  When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

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

The adoption of HKFRS 15 does not have a significant
impact on when the Group recognises revenue from
construction contracts and provision of services.

SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR M

(Expressed in Hong Kong dollars unless otherwise indicated) (K SZA MBI - AETZ5)

2 CHANGES IN ACCOUNTING POLICIES (Continued)

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

(i)

(iii)

Timing of recognition of contract costs

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

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

Presentation of contract assets and liabilities

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

—E-N\FHHHRE
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(0 BEERMBHREE

BE155% FF &

ARz (4E)

(i)

(iii)

MEsREEBARA A
___________________________________________________________

BREHNEENERE
RIFFBVHRELAE 155
HETTEEPHA HELNKAT
BRA—EANRE  AREEE
ATRELERANIFER THER O HEE
HH T ABERNBANEEA
B ()ELXSEAEBERERR
BITREMBEBOEE: ki) BEH
AT o EAPLHTNEITEE
(A XNBEHEE) B RBROKA
NEBELBNZAARE BARAX
NHETEESIH TINNENR
TABNKABREE M BRE
R 15 R ELKA

BE - ARENSHRAZRETK
BHDBERER - N2ZEREE R
RIS EEITEE MM EET RN
HOA DL E - REBEBVHR
SFEAE ST BXNBEHOEE
BHNEHORAEREELEK
e RMBBMBHREEES
SRR A WAL EE

=47
-4

BHEEREENZD
BEMBHMESERE 5 B
RBEEAKERE BRGNS
TR T AT HERR » AR BN A4
T AT AGE B P an R RIS VR B RS
BRI RN AT RER AR R U R - BRI
ENEFNROBERANEE - B
i - R ERER AR R - B
XMRERAN LANRERZ
THEIH ARR/ANEAR
(MIEENFIR) - REAEFHWE—
BHME  2IAHNEEFEHE
MAaBEFE - -RZHEHNMmME - T
HEAGHHNANEERSHRET
BIFHELEZT

31



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (K ZA MBI - LAETZ5)

2 CHANGES IN ACCOUNTING POLICIES (Continued) 2 B BEEEE)
() HKFRS 15, Revenue from contracts with customers () BEUNBEREEREISH  FFE
(Continued) HWzs (4E)
(iii) Presentation of contract assets and liabilities (i) ANEEREEBNEN(E)
(Continued)

32

Previously, contract balances relating to construction
contracts in progress were presented in the statement
of financial position under “gross amount due from
customers for contract work” or “gross amount due to
customers for contract work” respectively. Receivables
for which the Group’s entitlement to the consideration
was conditional on achieving certain milestones or
satisfactory completion for retention period were
presented in the statement of financial position as
“retentions receivable” under “trade and other
receivables”.

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

a. “Gross amount due from customers for contract
work” and “retentions receivable” under “trade
and other receivables” amounting to
$689,399,000 and $219,508,000 respectively, are
now included under contract assets; and

b. “Gross amount due to customers for contract
work” amounting to $186,396,000 is now
included under contract liabilities.

SFK Construction Holdings Limited
.

LA BUETTHR S HF R
BRBBNRIBARER S [REE
PEHTIERBALRE ] HENE
PAEKXNTIREFIAHLRE] 25 -8
88 75 5= [ YK (B ) M) ) R LR
R EKE T BREKENRE
HRMERRHBRREKP B S
REMEYHRIE] T2 5 K
RER | BT FEE -

RRMZEZS|EE)  REEREK
MBI BHRELENEISHKER
—E-N\E—A—BfFHUTH
B’

a. [BZREMERFIE] T
[EREBEFPAHIENRE
wrEl RIERRES] &%
Bl A689,399,000 7T &
219,508,000 7T 3R 49 A & %)
BEERET: &

b. [ENEPAHIRNIAL

%8 1186,396,000 TR A A &
WEBEET -

Interim Report 2018



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RIECEZ PR A B R R Mot

(Expressed in Hong Kong dollars unless otherwise indicated) (K SZA MBI - AETZ5)

3 REVENUE AND SEGMENT REPORTING
(a) Revenue
The principal activities of the Group are general building, civil

engineering and the provision of other services.

Revenue mainly represents the revenue derived from general
building and civil engineering.

Further details regarding the Group’s principal activities are
disclosed below.

(b) Segment reporting

The Group manages its businesses by segments, and has
presented the following three reportable segments.

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

— Civilengineering : this segment provides engineering services of
infrastructure facilities and maintenance, repairs,

alterations services to infrastructure facilities

— Others . this segment provides housing management
services and consultancy services
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ﬁ{?\‘%ﬁj{; FEﬁ an\ jﬁ%i&ﬁﬁﬁ uf

(Expressed in Hong Kong dollars unless otherwise indicated) (K ZA MBI - LAETZ5)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WERDEHRE (&)
(b) Segment reporting (Continued) (b) DEHEE
For the six months ended 30 June 2018 BE-ZE-N\FEANA=+THLANEA

34

General Civil
building  engineering Others Total
o E TARIR Hit Ast
$'000 $'000 $'000 $'000
T T T T
Reportable segment revenue  AJ #4930
(recognised over time) (IZRSfERER) 2,055,156 722,000 49,914 2,827,070
Reportable segment profit AR & 265 F) 91,734 24,571 5,480 121,785
Other revenue and H At e &
other net gain H Ay F U e 29
Depreciation e (343)
Finance costs BhE AR (4,265)
Unallocated head office and ~ RENE AP ER
corporate expenses RFERE (42,926)
Consolidated profit before BRELBIAR S = A
taxation 74,280
Share of profits less losses of ~ {H & &%
joint ventures St el s 48 (1,142) - = (1,142)
Depreciation for the period ~ ER#TE 4,416 1,635 288 6,339
Reportable segment assets AREDHLEE
(including interest (BEREE
in joint ventures) 7 ER) 1,063,811 511,818 97,314 1,672,943
Deferred tax assets RERIBE E 34,982
Current tax recoverable AT = BN IR 1,740
Unallocated head office and ~ R&EHE M EE
corporate assets R¥BE 283,712
Consolidated total assets LEBEEE 1,993,377
Additions to non-current HNREIERE
segment assets DEEE
during the period 14,134 4,966 343 19,443
Share of net assets in PMEEEEL
joint ventures BESE 1,948 - - 1,948
Reportable segment liabilities [ $R&E D& E 637,701 274,036 31,984 943,721
Current tax payable JE{S BDEARLTE 19,329
Deferred tax liabilities RIEHEEE 5,016
Unallocated head office and RN A& E 5
corporate liabilities R¥aE 562,116
Consolidated total liabilities A EEE 1,530,182

SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR M

(Expressed in Hong Kong dollars unless otherwise indicated) (K SZA MBI - AETZ5)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WHEDEHRSEE)
(b) Segment reporting (Continued) (b) ZERFRE (&)
For the six months ended 30 June 2017 BE2z=-Z2—+tEXA=1tHLAKEA
General Civil
building engineering Others Total
—REF +ARIR Hith e
$'000 $'000 $'000 $'000
Tt T T T
Reportable segment revenue A &7 ZRUkeE
(recognised over time) (B ER) 1,091,095 445,578 55,995 1,592,668
Reportable segment profit AR E D EB i A 68,332 27,374 5,940 101,646
Other revenue and Ham Rk
other net loss H g5 207
Depreciation TE (593)
Finance costs BhE AR AN (1,916)
Unallocated head office and REDEL BN ER
corporate expenses MRS (32,771)
Consolidated profit before R RIAR S
taxation 66,573
Share of profits less losses of DA EDE
joint ventures St KSR E 1B 954 — _ 954
Depreciation for the period AT E 3,411 1,496 354 5,261
Reportable segment assets AIREDEEE
(including interest (BEREE
in joint ventures) PEIER) 728,708 414,420 66,408 1,209,536
Deferred tax assets RERIBEE 1,553
Current tax recoverable AT [ BN ERRL 18 3,051
Unallocated head office and REDBLARER
corporate assets L¥EEE 169,761
Consolidated total assets RABEE 1,383,901
Additions to non-current HAREIERE)
segment assets DEEE
during the period 6,205 2,534 326 9,065
Share of net assets in DEEEREY
joint ventures BEFE 3,027 - - 3,027
Reportable segment AmENHEE
liabilities 324,204 208,818 24,066 557,088
Current tax payable FEABDERTR IR 18,490
Deferred tax liabilities EEHBAE 3,676
Unallocated head office and REDIRIBIHER
corporate liabilities RtFaE 367,023
Consolidated total liabilities o =N 946,277

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

MRAEBARS BEEHHNEBE
7 L E AR -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (K ZA MBI - LAETZ5)

4  PROFIT BEFORE TAXATION 4 BREARF
Profit before taxation is arrived at after charging/(crediting): BRALADEF TR (FEA) AT S IB B

Six months ended 30 June
BZXA=1+HIEAEA

2018 2017
—E-—N\F T —t5F
$'000 $'000
T T
(@) Finance costs (a) @WERAK
Interest on bank advances and RITRR R EMERNFE
other borrowings 4,265 1,916
(b) Staff costs (b) BIFRAK
Salaries, wages and other benefits e TENREMER 345,233 260,592
Contributions to defined contribution FEHFORIRETEIHE R
retirement plans 13,120 10,340
Less: Amount capitalised in respect of B R ALETE TR SR
construction contracts and AHRBREHELRN
consultancy contacts in progress o= (332,814) (252,442)
25,539 18,490
(c) Otheritems (0 HtEH
Depreciation e 6,682 5,854
Less: Amount capitalised in respect of W FT AR TR R EE
construction contracts in progress BHEARN TR (6,075) (4,978)
607 876
Auditors’ remuneration % SR BN & 1,532 1,449
5 INCOME TAX 5 FEB
Taxation in the consolidated income statement represents: e WEmR NIRRT
Six months ended 30 June
BZEANA=1+HILAEA
2018 2017
—E-N\F —E—+F
$'000 $'000
Tt T
Current tax — Hong Kong Profits Tax ENEAFIE — BBREH
Provision for the period HA P B 11,717 10,671
Deferred tax IEAER IE
Origination and reversal of By Z RN ES B D
temporary differences 140 175
11,857 10,846
36 SFK Construction Holdings Limited Interim Report 2018
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

§E /%gé % 7}:; FIEﬁ l\‘/T\

BB HRRN T

(Expressed in Hong Kong dollars unless otherwise indicated) (K SZA MBI - AETZ5)

6

EARNINGS PER SHARE
(a) Basic earnings per share

The calculation of basic earnings per share is based on the
profit attributable to ordinary equity shareholders of the
Company of $62,701,000 (30 June 2017: $55,577,000) and
400,000,000 shares (30 June 2017: 400,000,000 shares) in
issue during the period.

(b) Diluted earnings per share

There were no dilutive potential shares in existence during the
six months ended 30 June 2018 and 2017.

PLANT AND EQUIPMENT

During the six months ended 30 June 2018, the Group acquired
items of plant and equipment with a cost of $19,471,000 (30 June
2017: $9,317,000). Also, the Group disposed items of plant and
equipment with a carrying amount of $90,000 (30 June 2017:
$464,000).

TRADE AND OTHER RECEIVABLES

BREFN
(a) BREXREF

BREARFDRBEAQRERERR
B E(EH 62,701,000 7T ( ZE—+ 45X
HA=-+H : 55,577,000 7T ) LA K AR 2 3%
77 B A7 B hn#E ¥ #525400,000,000 f% ( =
T—+tF;XxA=+H 400,000,000 )
FTE o

(b) BREBERF

RBE-T-NFR-F—LF XA
=+HBEIEAEA - WEE R -

BB KR

REE-_ZT—N\FNA=Z+tBIAEL K&
EEEME R&E KA E19,471,0007T (=
T—+FNA=+H:9317,0007T) ° R
ANEEHERMEEA90,0007T 2 E K& H(—
T—+FNA=1H 464,000 T ZME K&
&) °

FEW B 5 BRI EAth FE WK IR

30 June 31 December

2018 2017

—E2-N\F —E—tF

ANA=+H t=—A=1+—H

$'000 $'000

T Tt

Trade debtors JEUE SRR 378,841 570,525
Deposits, prepayments and other receivables &< + J8F B K H th & 7118 56,290 43,246
Amounts due from related companies FE UL Eﬁﬁé‘%@ a) 8 20 1,815
Amounts due from joint operation partners JEURA & EEBHTE 42,173 36,810
Retentions receivable (note) EUWRFES (HE) - 219,508
477,324 871,904

The ageing analysis of trade debtors and trade balance due from
related companies based on invoice date is as follows:

EWEZERNEREERR 2 E HERIRE
BREAHZREOMET

30 June 31 December

2018 2017

—E-N\F —E—+F

ANA=+tH t=-—HA=1+—H

$'000 $'000

T Tt

Within 1 month — @A UK 350,737 532,377
Over 1 to 2 months —Z2M1E A 19,725 24,502
Over 2 to 3 months MZE=18A 1,910 7,941
Over 3 months Hmidm=1EA 6,489 7,520
378,861 572,340

Note: Upon the adoption of HKFRS 15, retentions receivable is included in contract
assets (see note 2(c)).

E-NFHHEE

M : RERBFBUBRSERE 155K BRRESH
ABHEE(RMEE20)
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (K ZA MBI - LAETZ5)

9 CASH AND CASH EQUIVALENTS HERBRSEEY
30 June 31 December
2018 2017
—E-NF —E—tF
ANA=tH t-HA=+—H
$'000 $'000
SFow T
Cash at banks and in hand in the REMBARRERMIRITR
consolidated statement of financial position FEES 233,226 256,759
Bank overdrafts RITBEY (4,297) (5,984)
Cash and cash equivalents in the condensed  EfRRGZ SR ERERNRE KX
consolidated cash flow statement REZEEY 228,929 250,775
10 TRADE AND OTHER PAYABLES 10 ENEZRFREMESRE
30 June 31 December
2018 2017
—ZE-N\F —EFE—+F
AA=+H +t—A=+—H
$'000 $'000
T Tt
Trade creditors JERTE ZERN 399,755 450,070
Accruals and other payables FERTE A R E AR RIR 243,008 250,640
Amounts due to joint operation partners e EEBRRHTIE 6,562 6,562
Retentions payable JEfHRE S 256,326 223,799
905,651 931,071

The ageing analysis of trade creditors based on invoice date is as

ENEZEFREBEEZAMZREDTOT

follows:
30 June 31 December
2018 2017
—E-—N\EF —ET—+tF
~NA=+H +=-A=+—H
$'000 $'000
¥ T
Within 1 month —EA A 288,893 352,289
Over 1 to 2 months —ZEME A 90,762 70,655
Over 2 to 3 months Mz =1 A 9,239 10,319
Over 3 months HBiE=1EA 10,861 16,807
399,755 450,070

38 SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS EXEPER e M HRR M

(Expressed in Hong Kong dollars unless otherwise indicated) (K SZA MBI - AETZ5)

11 DIVIDENDS 1

Dividend payable to equity shareholders of the Company
attributable to the interim period:

8=\
SENHHSEENARRRERRZEE

Six months ended 30 June

BEAA=THILAEA

2018 2017
—E-N\F —E—+F
$'000 $'000
Tt T
Interim dividend declared after the end of WMEREEZATIR 2 ERE
reporting period of 9 cents per share TRE 9B
(2017: 12.5 cents per share) (Z=—+F : §k12.580W) 36,000 50,000

The interim dividend declared after the end of reporting period has
not been recognised as a liability at the end of reporting period.

Final dividend of 18.5 cents per share, amounting to $74,000,000,
was declared for the year ended 31 December 2017 and paid in
June 2018.

12 MATERIAL RELATED PARTY TRANSACTIONS 12

The Group had the following transactions with the related parties
during the periods which the Directors consider to be material:

BEMREREFEIRZ T HRERREHIRE

REANE B0 18.5/8 1l - €583 74,000,000 7T
RBE-_ZE—+tE+-_RA=+—HILEES
K YR —Z— N\FRAKM -

EXBBERS
B A% BRI T EFRABEAL
THIRS -

Six months ended 30 June

BEAA=THLEREAR

2018 2017

=E-N\F —E—+F

$'000 $'000

T T

Housing and related service income (Note (i) &= MAARIARAUA (H5E () 143 13,441

Rental expenses, licence fees, air-conditioning &%  HFAE - 28K

and service charges (Note (ii)) AR 7% 2 (B 3 (i) 4,436 4,417
Property management services and property  ¥1EE IR RS N E L ARG

consultancy services income (Note iii)) WA (PR EE Gii)) 3,145 2,532

The ultimate controlling party of the Group is a substantial
shareholder of Great Eagle Holdings Limited.

Notes:

(i) During the six months ended 30 June 2018 and 2017, the Group earned
housing management service income from and engaged in trading of cleaning
materials with subsidiaries of Great Eagle Holdings Limited.

(ii) During the six months ended 30 June 2018 and 2017, the Group paid rental

expenses to a subsidiary of Great Eagle Holdings Limited.

(iii) During the six months ended 30 June 2018 and 2017, the Group provided
property management services and property consultancy services to subsidiaries
of Sun Fook Kong Group Limited.

—E-N\FHHHRE

AEENGEZEFHTREERBEARARNE
ERIR o

B aE

@i RBEZZ-NFRZZF—tFANA=TRHLAE
A AREREEEEERARNNMNBERRARRER
EERBRAL REETERM B EE -

(ii) REBE-T-NFR-ZT-—tFAA=ZTHLAAE
A AREREEEEERAFAN—MHERRAXN
HEMX -

(iii) RBE-F-NFR-F—tFRXA=TRHLXE
A AEERFREEEARARMNEBARERYE
EERB R MEEART

MEEERREEBR QA
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (K ZA MBI - LAETZ5)

13 CONTINGENT LIABILITIES 13 HREE

40

(a)

As at 30 June 2018, approximately $420,319,000 (31
December 2017: $345,803,000) of performance bonds were
given by banks to the Group in favour of the Group’s
customers as security for the due performance and
observance of the Group’s obligation under the contracts
entered into between the Group and their customers. The
Group has provided guarantees of the above performance
bonds. If the Group fails to provide satisfactory performance
to their customers to whom performance bonds have been
given, such customers may demand the banks to pay to them
the sum or sums stipulated in such demand. The Group will
then become liable to compensate such banks accordingly.
The performance bonds will be released upon completion of
the contract work.

As at 30 June 2018, the Group had provided guarantees of
$257,680,000 (31 December 2017: $258,493,000)
representing a 50% proportionate guarantee in respect of
certain banking facilities of $515,360,000 (31 December
2017: $516,986,000) granted to its joint ventures in Macau.
The 50% proportionate facilities were utilised to the extent of
$106,490,000 (31 December 2017: $87,088,000) of which
amounts of $73,681,000 (31 December 2017: $75,740,000)
represent performance bonds given by banks to customers of
joint ventures.

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

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

SFK Construction Holdings Limited

(a)

(b)

()

(d)

RZE—NFNA=Z+H " BITUARE
BEF AXm AR 4420,319,0007T
(ZE2—ttF#+=-_A=Z+—8:
345,803,0007T) M B ARFE - tERA S
BYERITNETASEHERFFI L
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T&ERR -

R-Z—-NEXA=1TH AEEDIR
#257,680,000c( —FE—+ %+~ A
=+—H8 : 258,493,000 7T ) &R - 40
ERERARTRMAGECENE TR
A& 515,360,000 (ZFE—+EF+=A
=—+—H : 516,986,000 7T ) £ 50% Lt 5l
¥R © 50% tE I EE 2 84 106,490,000
m(ZEFE—+tF+=ZA=+—H:
87,088,000t ) + E 173,681,000 7L ( =
T—tHF+=H=+—H:75740,000
T ERBRTETEECENTEPHNELN
1ReE -

7R 2 B 48 it % S R AR R AR A (TR T W
A REREAFEEENAATEEN
MZBEETA ST EAYEELARS
BE-

AEENBARAAHESHERDR
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