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CHAIRMAN’S STATEMENT
TREHRE

Dear Shareholders,

To our Group, 2017 was a prosperous and delighted year. On behalf of
the board (the “Board”) of directors (the “Directors”) of SFK Construction
Holdings Limited (the “Company”), | am pleased to present the annual
report of the Company and its subsidiaries (collectively “SFK” or the
“Group”) for the year ended 31 December 2017 (the “Year” or “2017”).

We are principally engaged in construction and maintenance projects in
Hong Kong and construction projects in Macau under our brand name
“SFK (#4874 )”. We are an approved and omnicompetent contractor of
public works in Hong Kong and we believe our proven track record and
good reputation in the construction industry position us well to maintain a
sustainable business growth. We also provide other services, such as
properties management services and building information modeling
(“BIM”) services to real estates in Hong Kong and the People’s Republic
of China (the “PRC”).

We achieved delighted financial results for the Year. The Group recorded
a historical high turnover of approximately HK$4,612 million (2016:
HK$3,002 million) and consolidated net profit of approximately HK$143
million (2016: HK$106 million). The favourable results were primarily due
to the combined effect of the award of several sizable projects during the
Year and increase in contributions from our ongoing projects between
years in accordance with the work progress.

During the Year, the Group has been awarded 13 new contracts with
total contract value of approximately HK$4,070 million (2016: HK$6,273
million), representing a decrease of 35% to that of 2016. The decrease in
new contract value reflected our tendering strategy in year 2017 of
diverting our attention to acquire more projects with higher profit margin.
The outstanding value of the contracts in hand as at 31 December 2017
was approximately HK$10,281 million and the level remains high. We
expect that this high remaining value to contract-in-hand would provide
the Group a steady growth in business turnover and earning for the
coming years.

In the 2018 Government Policy Address, the Government will
continuously propose, among many other strategies, reclamation outside
the Victoria Harbour and developing rock cavern space to increase land
supply. In fact, reclamation in Tung Chung, Lantau Island was
inaugurated in February 2018 and would provide, inter alias, 49,500 new
residential flats in which 31,000 flats will be public housing units in the
forthcoming future. Rock cavern space is particularly suitable for
construction of sewage/water treatment plant or service reservoir. These
government policies would further increase the government expenditures
on infrastructures in Hong Kong so as to fill up any lacuna leaving from
completion of certain mega-infrastructures and metropolitan railways
projects.
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Also in the 2018 Government Policy Address, the Government recognise
that the construction industry in Hong Kong has been facing the
challenges of high construction costs and labour shortage in recent
years. Hence, the Government will be proactively promoting innovative
construction methods to improve productivity and cost-effectiveness,
such as BIM technology in the design and construction of major
government capital works projects scheduled in 2018. Benefitting from
this policy, we expect our turnover in such BIM service which have been
set up four years ago will be augmented considerably.

Despite all those challenges that we are facing, we are optimistic that the
Group can maintain a steady growth in our construction business by
maintaining high-quality construction work services.

In December 2017, the Group acquired the entire issued capital of an
electrical and mechanical (“E&M”) engineering company which is an
approved contractor on the “List of Approved Suppliers of Materials and
Specialist Contractors for Public Works” of the Hong Kong Government
for certain specific categories of works (subject to certain conditions),
including, inter alia, “Supply and Installation of Water Treatment Plant (on
probation)”. This acquisition is in line with the businesses of the Group.
With the injection of the expertise, skills and solid experiences in
wastewater and potable water treatment industry, the Group will be
better qualified to tender public works of E&M Installation for sewage/
water treatment plant and would thus enable the Group to enhance its
overall competitiveness as a civil engineering main contractor in the
construction industry.

Looking ahead, our construction business will continuously be operated
in a stable and efficient way, which will further enhance our construction
record and reputation. Meanwhile, we will keep looking for channels to
diversify our resources into different businesses and geographical areas
to capture new business opportunities.

Same as the year before, in order to increase any transparency and
accountability to various stakeholders about our Group’s Environmental,
Social and Governance (“ESG”) performance, we are pleased to present
our ESG 2017 Report in this annual report which summarised our effort
and performance in promoting and strengthening corporate social
responsibility within the Group.

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

To reward and thank our Shareholders for their support, the Board ARIEREHSCUBRENIE  EFESEZHRMNK
recommends the payment of a final dividend of HK18.5 cents per share.  HARR B @ AX18.5 1l - R FE NP R ST 12.5
Together with the interim dividend for the Year of HK12.5 cents per share  #BILIER T —tF A AELIRS - FABRE K
already paid in September 2017, total payment of dividend for the Year #5858 31.08 (=T —XE : FR26.57810) -
amounted to HK31.0 cents per share (2016: HK26.5 cents per share).

Chan Ki Chun TE
Chairman 5 k2
Hong Kong, 26 March 2018 B ZE-NEF=A=+<H
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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 (¥ & &)”. 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 PRC.

BUSINESS REVIEW

The Group achieved delighted financial results and recorded a historical
high turnover for the Year. The Group’s revenue increased by 53.63%
from HK$3,002.02 million to HK$4,611.97 million. Our profit for the year
attributable to equity shareholders of the Company increased by 33.88%
from HK$105.97 million to HK$141.87 million. The favourable results
were mainly the combined effect of the award of several sizeable projects
during the Year and the increase in contributions from our ongoing
projects between years in accordance with the work progress.

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

Maijor projects awarded and undertaken in 2017 —E-LEEHSRAENEEER

During the Year, we were awarded 13 projects as a main contractor in -~ R - HFIREEALFEEF S DEM13EEE (5K
Hong Kong (out of which 12 and 1 are from the public sector and private B R IHPIRAEEBHNEE D AA12@F1@E)
sector, respectively), with total original contract sum of approximately  REI & #EEEAA4,070BEBTT o TR FIE
HK$4,070 million. The table below sets out the summary of our REHH—BEFRIATIREERREEAHE
construction and maintenance projects for general building and civil

engineering works that were awarded during the Year:

Number of Total original
projects contract sum
HEH#A R4
(approximate
HKS$’million)
(BHBE®AT)
Original contract sum at or above HK$500 milion 5 &8 T3 A F &I RET & 4
G| 4 2,692
Original contract sum below HK$500 million 5EBTTUATR2EA T
but at or above HK$200 million N EMRETE 4 w5 3 1,027
Original contract sum below HK$200 million 2{8A LA TE 5,000
but at or above HK$50 million BT EMERETAY
TR 3 344
Original contract sum less than HK$50 million 4574 5,000 8 LK R ET
ERRHE 3 7
13 4,070

8 SFK Construction Holdings Limited | Annual Report 2017



MANAGEMENT DISCUSSION AND ANALYSIS
BB W&

As at 31 December 2017, we had a total of 21 projects for general R-ZE—+tF+_A=+—08 HMFBEEAL21
building works and 10 projects for civil engineering works on hand. The {B—MEFTR2EAE 10K TIRER - Z5E
total original contract sum of these projects was approximately B RFIAMNBELHBI7TCATEEET  _T—+4F
HK$17,647 million. The outstanding value of our ongoing projects asat + - A=+ —BHBHRMERBENAZTKEBELH A
31 December 2017 was approximately HK$10,281 million. The following 10,281 B & & T o TR R FIALEER B &
table sets forth the particulars of some of the sizeable construction and #tkAEE AR - ZE—+F+-_A=+—BINHEETT
maintenance projects for general building works and civil engineering ®H D —MEFIRELT AR IEBNABERELRE
works awarded and undertaken by us as a main contractor and remained B 15 :

ongoing as at 31 December 2017:

Revenue

recognised

during the

Original contract Original financial year

Project type Business segment Scope of works completion date contract sum 2017
R=B-t%

HREE

BERER E3 Yk IREE RIGHTRIH R ERNNE
(approximate (approximate

HK$'million) HK$'million)

(BoagEr)  (Boagin)

Management and maintenance of roads ~ Civil engineering works Management and maintenance of public March 2018 550.0 1472
in Kowloon East for the Highways — maintenance projects  roads, including associated slopes, “Z-\F=A
Department TAIR - REEE highway structures, landscaping and minor
REUNEERRRENERER improvement works, in Kowloon East but
excluding high speed roads

EERRENERNAILER
(REDERS) - EERBRSR
NREEY  SEXCRMER

HEIR
Maintenance of properties managed by General building works Maintenance, improvement and vacant flat March 2018 4322 134.1
the Housing Authority — maintenance projects  refurbishment for properties managed by —E-N\EZR
BEEZBLEENMERLERE  —REFIR the Housing Authority at Wong Tai Sin,
- REEE Tsing Yi, Tsuen Wan and Islands

REEZEGEBMUMNEAI -
BX - ZERESAMERMRESR
HEREEEMMH TR

Home ownership scheme development  General building works To build 3 blocks of around 30 storeys September 2018 1,297.0 478.1
of the Housing Authority —REFIR buidings, carpark and carport, —E-\ENA

FEZE2EERRER and ancilary structures

BEIENNESET FESR
BERMEEEY

Home ownership scheme development  General building works To build 3 blocks of around 27 storeys October 2018 1,299.0 258.8
of the Housing Authority —REFIR building and ancillary structures ZF-N\E+A

FEZEEEERRER g ERiBTRIERED

Enhancement works at Carpark of Civil engineering works Enhancement works at Car Park 1 November 2018 1237 2.0
Airport Authority Hong Kong TAIR —REEGHETE 2 \F1+—A

BEEEREESUETR

TELFR|IFBEEAEREEERAA 9



MANAGEMENT DISCUSSION AND ANALYSIS
BERE W N

vl

Revenue
recognised
during the
Original contract Original financial year
Project type Business segment Scope of works completion date contract sum 2017
R=B-t%
HREE
BRER £BA% IRER CHEEEN IR ERNNE
(approximate (approximate
HKS$'milion) HKS$'milion)
(BoegEr)  (BHEEET)
Main contract for the Park for West General building works Construction of the Art Park in West Kowloon ~ December 2018 1,140.2 327.0
Kowloon Cultural District Authority —REFIR Cultural District Z2-\§F+ZA
BAXCEERRNLEESH REAEXREREHAR
Proposed subsidised housing General building works To build a 31-storey residential block, June 2019 464.0 38.5
development of Hong Kong —REFIR asingle storey commercial block, ZE-NFRA
Housing Society an open car park and slope improvement
EARERENERENRE BR1RNERETE.
¥RIER 1R1ERES  BRFESR
AEIE
Contract with the Hospital Authority General building works To carry out minor works for New Territories June 2019 7342 1108
AEREERNAY — maintenance project  East and New Territories West Clusters “Z-NERA
—REFIR RIRR A AEERES
- REEE Eip IR
Kai Tak Development for Civil Engineering ~ Civil engineering works Infrastructure works for developments at September 2019 1,947.0° 167.2*
and Development Department TARTE the southern part of the former runway ZZ-NEFNA
TATRARENAEERE AEREARREERIR
Public rental housing development of General building works To build 5 domestic blocks with 4,846 flats October 2019 3,047.0 804.0
the Housing Authority -RETIE and ancillary buildings “Z2-NETA
REZEENERRER BSR4 846 B AR
EEXBREEREY
Construction of Public Rental Housing General building works Construction of Public Rental Housing December 2019 707.0 30.7
Development of the Housing Authority  — T T2 Development “E-NF+ZA
FEZEEAAMEREERHE RMBEFERRABIRETR
RETR
Construction of Subsidised Sale Flats General building works Construction of Subsidised Sale Flats February 2020 513.0 3.1
Development of Housing Authority —RETIR Development S
FEZECEMNEREERE EYHERERRABRETR
BETR
Main Contract for Global Graduate General building works Construction of Global Graduate February 2020 3164 -
Tower of HKUST —REFIR Tower in HKUST ZZCRFCA

EEMRABRARE AN

10

REAHRABHREEHRAL
RELES
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MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

Revenue

recognised

during the

Original contract Original financial year

Project type Business segment Scope of works completion date contract sum 2017
R=ZE-t&

HREE

BEHER £B5H IRER RAGHTRIH R ERNNE
(approximate (approximate

HK$'million) HKS'million)

(BwagEr)  (Boagin)

Works Contract for the M+ Waterfront General Construction works - Construction of M+ Waterfront Promenade February 2020 69.7 -
Promenade of West Kowloon Cultural ~ —fRi25£ T 72 EEMGERBER S S
District Authority
BAXIEEERREM:
BERBIEAN
Maintenance of hydraulic and pumping ~ General building works Maintenance, improvement and refurbishment March 2020 221.8 64.5
system and buildings managed by the — maintenance project for hydraulic and pumping system and “Z-ZTF-f
Airport Authority —HEFIE - various buildings managed by the
BRSEEREENREARR REEH Airport Authority
ZRREFRARE ARSERREENRENRE
ZRRSERTRERE
HERBH IR
Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat March 2020 246.7 56.8
the Housing Authority — maintenance project refurbishment for properties managed ZZ-TF-f
BRERESTENNERERE —RigFIRE - by the Housing Authority in Tuen Mun
REER and Yuen Long

RREZESERUNEMR
TR RERR  RER

TEEMFMTE
Maintenance of properties managed by~ General building works Alterations, additions, maintenance and March 2021 14718 139.9
the Architectural Services Department ~ — maintenance project  repair of buildings and lands and —“Z--F=§
BRAZEENNERLRE —REFIE - properties in (i) Hong Kong Island Eastern
REEH and Outlaying Islands (South);

(i) Hong Kong Island Western, Southern
and Lantau Island for which Architectural
Services Department (Property Services
Branch) is responsible
RREZ(MESFHR)REN
EERERES ()
iFEEE  BERAELNEF
T REETIGE -

REREBIRE
Piers maintenance for Givil Engineering  Civil engineering To carry out maintenance works for piers March 2022 160.1 2.3
and Development Department — maintenance project  ARBRBBETRELR ZECCEZR
TRTRARENBARES L TATRE - REER
* In a form of joint operation in which the Company participates in 40% of the contract. * RAAREEBEA - ARFRFE40% A O
> The revenue recognised represented our shares of the contract. * B RS ERMEEZE NN -

TELFR|IFBEEAEREEERAA 11



MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNE D

Major projects completed in 2017

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

—E-tFEANEREHE

EREBERMEEEEPKII T TEREHAL
FHCEMNIER - FA - AEBRAREE S0 T
R EBBEBFIFNOT

Revenue

recognised

during the

Original financial year

Project type Business segment Scope of works Contract period contract sum 2017

RZB-t#

& HREE

BEER EBAH IRER EriE Er kA ERN K

(approximate (approximate

HK$'million) HKS$'million)

(49 (49

BEST) BEST)

Maintenance of properties managed ~ General building works ~ Alterations, additions, maintenance and April 2014 to 883.6 275.6
by the Architectural Services — maintenance project  repair of buildings and lands and March 2017
Department —REFTIRE — REEE  properties in Tai Po, North District, “T-MENAE
BEEEEENMERLRE Outlying Islands (North), Wong Tai Sin “Z—+%=H

and Sha Tin for which Architectural
Services Department (Property Services
Branch) is responsible
REZZ(MEEBR)BRNKE
IE - EE () BEXLRD BN

BT thRmFEaHE Mg

REREEIR

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$3,275.66
million and HK$1,228.05 million (2016: HK$1,908.27 million and
HK$993.53 million), respectively, representing approximately 71.03% and
26.63% (2016: 63.57% and 33.10%), 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) and BIM services to real estates in
Hong Kong and the PRC. Revenue attributable to these other services
amounted to approximately 2.34% of the total revenue of the Group for
the Year (2016: 3.33%).

12 SFK Construction Holdings Limited | Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

REBERRERNELH
AEECDEHM BESRMFAENBERRETEER

Award of Contracts after the Reporting Period

The Group has been awarded and undertaken by us the following

contracts for construction and maintenance projects after the reporting

period and the table below sets forth the particulars of these projects:

FREBERMAAWMT - TREINZFHBNFS

Original
Project type Business segment Scope of works Contract period  contract sum
FRER E3 Sk IR#EE AN RITANEE
(approximate
HK$'million)
(B4
AEAT)
Management and Civil engineering works Management and maintenance of April 2018 to 482.6
maintenance of roads in — maintenance projects public roads, including associated March 2024
Kowloon East for the TARTE - REER slopes, highway structures, tunnels, —Z-\EEAZE
Highways Department landscaping and minor “Z-NEZR
BEREERR improvement works, in Kowloon
RENERER East but excluding Expressways
and High Speed Roads.
ERAEBNERNDLER
(REDEREREBERIN) -
BEETEBNAR -
EREEY  BE - BERE
MNRRBRSETR
Construction of Public General building works Construction of Public Rental March 2018 to 3,740.0
Rental Housing —REFTE Housing Development and QOctober 2022
Development and Subsidised Sale Flats —E-)\§=R%
Subsidised Sale Flats Development —E--%+A
Development of ARBAFERRHERED
the Housing Authority HEFERRABRETR
ERZEEAHBARE
BRIAREHLE

FEERTERETR

“E LRI RAEAREREEARAA
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNE D

Our commitment to safety, quality and environment

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

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

For more details on our performance in safety, quality and environmental
aspects, please refer to the Environmental, Social and Governance
Report (the “ESG Report”) on pages 34 to 77 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

Recent Development

During the Year, the Group acquired the entire issued capital of an
electrical and mechanical engineering company, namely, Biwater Man
Lee Limited (“Biwater Man Lee”). Biwater Man Lee was incorporated in
Hong Kong on 20 June 1980 and is an approved contractor on the “List
of Approved Suppliers of Materials and Specialist Contractors for Public
Works” of the Hong Kong Government for certain specific categories of
works (subject to certain conditions), including, inter alia, “Supply and
Installation of Water Treatment Plant (on probation)”.

The acquisition of Biwater Man Lee is in line with the businesses of the
Group. With the injection of the expertise, skills and solid experiences in
wastewater and potable water treatment industry, the Group will be
better equipped to further develop its businesses in the provision of
construction services. In particular, given the public’s rising awareness of
environmental protection and favourable government policy in Hong
Kong, the Group is optimistic on the wastewater and potable water
treatment industry in Hong Kong. We expected that the acquisition of
Biwater Man Lee will create synergy from combining the resources and
expertise of both the Group and Biwater Man Lee in the provision of
construction services, and enable the Group to enhance its overall
competitiveness as a civil engineering main contractor in the construction
industry.

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

BEENWNE D

FINANCIAL REVIEW
Revenue

Our revenue increased by approximately HK$1,609.95 million, or
approximately 53.63%, from HK$3,002.02 million for 2016 to
HK$4,611.97 million for 2017. The increase in our revenue was mainly
the combined effect of the increase in general building business of
HK$1,367.39 million and the increase in civil engineering business of
HK$234.52 million.

Revenue from general building business increased by approximately
HK$1,367.39 million, or approximately 71.66%, from HK$1,908.27
million for 2016 to HK$3,275.66 million for 2017. The increase was
primarily due to inclusion of certain new general building contracts,
including construction of a proposed subsidised housing development for
the Hong Kong Housing Society and the construction of a public rental
housing development for the Hong Kong Housing Authority. In addition,
there was an increase in revenue of certain general building contracts in
accordance with the work progress, including the construction of a public
rental housing development and a home ownership scheme development
for the Hong Kong Housing Authority and the construction of a park
development in Kowloon West. This was partly offset by the decrease in
revenue between years due to the completion of certain general building
contracts, including a building project carried out for a theme park (to
build an attraction for the theme park).

Revenue from civil engineering business increased by approximately
HK$234.52 million, or approximately 23.60%, from HK$993.53 million
2016 to HK$1,228.05 million for 2017. The increase was primarily due to
increase in revenue of certain civil engineering contracts in accordance
with the work progress, including Kai Tak Development at the southern
part of the former runway, and the reconstruction and upgrading of Kai
Tak nullah.

Revenue from other services (which mainly comprised housing and
property management services and BIM services) for 2017 amounted to
HK$108.26 million (2016: HK$100.22 million), representing 2.34% (2016:
3.33%) of the total revenue of the Group.

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

Gross profit and gross profit margin

Our overall gross profit increased by approximately HK$50.67 million, or
approximately 25.79%, from HK$196.49 million for 2016 to HK$247.16
million for 2017. The increase in our gross profit was mainly due to the
increase in contributions from our ongoing projects between years in
accordance with the work progress.

Gross profit margin for 2017 amounted to 5.36%, which was slightly
lower when compared to that of 6.55% for 2016. The profitability was
partly affected by the surge in construction costs generally across the
construction market.

Other revenue

Other revenue mainly consisted of interest income and sundry income.
Our other revenue for 2017 amounted to HK$0.35 million, which was
about in line compared to that of HK$0.26 million for 2016.

Other net gain

Our other net gain for 2017 mainly comprised gain on disposal of plant
and equipment and net foreign exchange gain.

Administrative expenses

Administrative expenses mainly consisted of staff costs and rental
charges. Our administrative expenses for 2017 amounted to HK$72.67
million, compared to that of HK$67.00 million for 2016. The increase was
mainly due to the increase in staff costs between years.

Finance costs

Our finance costs for 2017 amounted to HK$5.49 million, compared to
that of HK$3.01 million for 2016. The increase was primarily associated
with the increase in bank interest expenses arising from the increase in
average bank loan balances.

Income tax

Our income tax for 2017 amounted to HK$28.22 million, compared to
that of HK$21.57 million for 2016. The effective tax rate for 2017 was
16.51%, compared to that of 16.89% for the 2016.

Our effective tax rates for both years were relatively in line with the
standard tax rates of the respective jurisdictions.

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$35.90 million, or
approximately 33.88%, from HK$105.97 million for 2016 to HK$141.87
million for 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNE D

PRINCIPAL RISKS AND UNCERTAINTIES

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

Highly regulated industry

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

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.
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MANAGEMENT DISCUSSION AND ANALYSIS

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.

Uncertain external factors

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

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

BEENWR D

i

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

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

ESG Report.

Strategy
K

KPIs
ETERRER

FREFHEHEZRAER(EEZREE
#®1)

AEEREETIBRABREIFERERR  R1R
BREATREMEBRE HERERERAZES
IE2RREENRE LB RERREAN® °

Performance

RE

Maximise value for the
Shareholders

REREERKEE

Improve the Group’s liquidity
HNEREERBESR

Strive for the “zero harm”
safety goal
BhERIZTEE]L2ER
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Gross profit margin
=5.36% (2016: 6.55%)
EAE
=5.36% (Z T — 74 : 6.55%)

Return on equity
= 29.88% (2016: 23.46%)
FENEEES
=29.88% (—ZF— /<4 : 23.46%)

Net cash from operating activities
= HK$88.77 million
(2016: net cash from
operating activities
HK$123.77 million)
RERETE AR %58
=88.77 A&
(ZZE—RE  REBEHMEED
REFE128.77 BEBIT)

Cash and bank balances (excluding
pledged deposits)
= HK$256.76 million
(2016: HK$215.83 million)

Re RRITHESR (NEEEERFR)
=256.76 A8 /ETT
(ZZ2—R"F : 215683 B&HT)

Accident rate
= 11.58 per 1,000 workers
(2016: 8.22 per 1,000 workers)
BONEE
=BFHZIA1158
(Z2—RF: 8FHITAB22)

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

REBRFENBBIEHK AL KBRS ELRE -
JIE) A 455 T AR A TR »

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

REBRREHEREERDESTRNERRHEER
BRNBE  HREFSAARSFEELIECRBE
WATEHESEE  UWENEBEKERHRDESS

During the Year, the Group has put adequate
resources and effort to uphold and improve its safety
management system in order to reduce its risks
related to safety issues. Our accident rates remain
low and are significantly lower than the construction
industry average, of which the industry average for
2016 was 34.50 per 1,000 workers according to the
Labour Department of Hong Kong.

EEBRFARATZRERIBNIRGRAERRE
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MANAGEMENT DISCUSSION AND ANALYSIS

OUR RELATIONSHIP WITH CUSTOMERS,
SUPPLIERS, SUBCONTRACTORS AND EMPLOYEES

Customers

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

Suppliers

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

Subcontractors

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

BEENWNE D

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 2017, the Group has 1,970 employees in Hong Kong, Macau
and the PRC of which 1,810 were full-time employees and 160 were
part-time employees. The Group’s total remuneration for 2017 was
approximately HK$596 million. The Directors recognise the importance of
attracting and retaining staff. In order to promote employee loyalty and
retention, the Group provides technical and operational on-job trainings
to its employees covering various aspects of its operations including
contract law, and workplace and occupational safety. The Directors
consider that the Group has maintained good relationship with its
employees. The Group has not experienced any strikes, work stoppages
or labour disputes which affected its operations during the Year. The
Directors also consider that the relationship and co-operation between
the management team and the employees have been good during the
Year.

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

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

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

All along, the Group had a low number of environmental-related non-
compliance incidents. In 2017, there was no conviction of non-
compliance with environmental laws and regulations. In 2016, there was
only one count of environmental-related non-compliance incident. We will
continue to ensure implementation of our policy on environmental
management as mentioned above to avoid violation of applicable laws or
regulations in respect of environment.

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

BEENWNE D

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Year, the Group was fined for a total sum of HK$30,000 in
respect of 3 summonses for violation of certain regulations under the
Factories and Industrial Undertaking Ordinance (Cap. 59 of the Laws of
Hong Kong) (the “FIU Ordinance”) related to two minor accident events.
The Directors consider that these two accidents were independent and
isolated incidents.

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

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital Structure

As at 31 December 2017, the capital structure of the Group consisted of
equity of HK$474.80 million (2016: HK$451.74 million) and bank loans
and overdrafts of HK$307.74 million as more particularly described in the
paragraph headed “Borrowings” below (2016: HK$100.73 million).

Cash position and fund available

During the Year, the Group maintained a healthy liquidity position, with
working capital being financed by our operating cash flows and bank
borrowings. As at 31 December 2017, our cash at banks and in hand
were HK$256.76 million (2016: HK$215.83 million).

As at 31 December 2017, the current ratio of the Group was 1.29 (2016:
1.47).

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 2017, the Group had total bank borrowings of
approximately HK$307.74 million (2016: HK$100.73 million). Total bank
borrowings comprised bank overdrafts, repayable on demand, of
approximately HK$5.98 million (2016: HK$NIil) and bank loans, repayable
within one year, of approximately HK$301.76 million (2016: HK$100.73
million). As at 31 December 2017, the bank loans and overdrafts bear
interest ranging from 1.80% to 2.69% (2016: 1.97% to 2.67%) per
annum. The increase in total bank borrowings between years was mainly
used to finance the working capital of the new projects that were
awarded to us, especially at the commencement stage of these contracts
which generally require more capital input. The higher balance of total
bank borrowings as at 31 December 2017 was also explained by a
mismatch in timing of revenue receipts from customers and payments to
suppliers and subcontractors at year end. The Group’s net borrowings
position (i.e. total borrowings minus total cash at banks and in hand)
actually improved during the past six months from HK$186 million as at
30 June 2017 to HK$51 million as at 31 December 2017.

As at 31 December 2017, the Group had approximately HK$1,267 million
(2016: HK$1,120 million) of unutilised banking facilities in Hong Kong and
Macau (including loans, letter of credit and letter of guaranteed facilities).
All of the Group’s banking facilities are subject to the fulfilment of certain
covenants as are commonly found in lending arrangements with financial
institutions. The Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash and adequate lines of funding from
major financial institutions to meet its liquidity requirements in the short
and longer term. The Group remains in compliance with its loan
covenants.

GEARING RATIO

As at 31 December 2017, the Group’s gearing ratio was 64.82% (2016:
22.30%), calculated based on the interest-bearing liabilities divided by
the total equity as at the respective year end.

NET CURRENT ASSETS

As at 31 December 2017, the Group had net current assets of
HK$410.08 million (2016: HK$424.47 million).

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

BEENWNE D

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$15.64 million (2016: HK$10.67 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 PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed in the above section headed “Recent Development”
and note 25 to the consolidated financial statement, 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 2017.

SIGNIFICANT INVESTMENTS HELD

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

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the listing of the shares of the Company on the
Main Board of the Stock Exchange of Hong Kong Limited on 10
December 2015 amounted to approximately HK$102 million (the “IPO
Proceeds”). As disclosed in the announcement of the Company dated 24
March 2017, the Board had resolved to change the use of the unutilised
IPO proceeds. Up to the date of this annual report, the IPO Proceeds
had been fully utilised.

CONTINGENT LIABILITIES

Save as disclosed in note 22 to the consolidated financial statement, the
Group had no other contingent liabilities as at 31 December 2017.

PLEDGE OF ASSETS

At 31 December 2017, the Group had deposits, amounting to HK$25.01
million (2016: HK$19.94 million), and assignment of project proceeds
from certain construction contracts of the Group and the Group’s joint
venture, that are pledged with banks as security of banking facilities
(including bank loans and performance bonds). Pledged deposits
remained relatively stable between years.

CAPITAL COMMITMENTS

As at 31 December 2017, our Group did not have any capital
commitments.

FUTURE PROSPECTS

Despite the ongoing turbulence in the global political and international
trade environment, upon taking into account the Hong Kong
Government’s commitment to infrastructure investment and its housing
policy of increasing land supply to accommodate growing demand, the
Board is confident with the Group’s future development and will continue
to build on existing competitive strengths to achieve our long term
business objectives. Meanwhile, the Board is now further exploring a new
business of providing electrical and mechanical engineering installation
service in sewage/water treatment plant to the Hong Kong Government.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
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MANAGEMENT DISCUSSION AND ANALYSIS
BB W&k

CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONSTRUCTION AND MAINTENANCE PROJECTS IN PROGRESS
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MANAGEMENT DISCUSSION AND ANALYSIS
BB W&k

MAJOR PROJECTS COMPLETED IN 2017
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MANAGEMENT DISCUSSION AND ANALYSIS
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PRC PROPERTY CONSULTANCY AND MANAGEMENT PROJECTS
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ENVIRONMENTAL,

SOCIAL AND GOVERNANCE REPORT
RIE -HERE

/|:| #E =

- Sun Fook Kong Construction Group
EXE== g & & B %W

CHAPTER 1 ABOUT THIS REPORT
1.1

Introduction

Nowadays, our clients, investors and other stakeholders are not
only interested in our business performance, but also our
performance in legal, social and environmental aspects. SFK
Construction Holdings Limited and its subsidiaries (collectively
“SFK” or the “Group”) are committed to performing as a responsible
corporate citizen. To sustain our business success, we are
undoubtedly required to build strong relationships with our clients,
business partners, employees and community.

In line with our values, we believe that it is both our responsibility
and our duty to make contributions to the economic, environmental
and social well-being of the community. In addition to managing
and carrying out construction projects in a professional manner, we
uphold business ethical practices by providing a safe working and
construction environment for our employees and passers-by as
well as minimising the environmental impacts generated from our
project sites. To make contribution to the community, we also
actively participate in public welfare activities and assist our
community members in their needs.

SFK is encouraged by the progress that we have made so far with
respect to our performance on environmental, social and
governance (“ESG”) issues. Our continued efforts to persist in our
ESG performance are recognised by different organisations and
evidenced by our social responsibility awards. The commitments
we made in the past year are summarised in this ESG report. We
will continue to listen to the opinions of all parties to make these
disclosures useful and rewardable.
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. The Volunteer Team of
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The Volunteer Team of SFK

participated in The
Neighbourhood Advice-Action
Council’s Mid-Autumn Festival
visiting volunteer activity
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SFK held internship
session for secondary
school students
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SFK won the “Hong
Kong Star Brand”
Award for the 6th
consecutive year
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SFK won the “The
Mirror — Corporate
Social Responsibility
Award” for the 6th
consecutive year
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Our athletes participated in
the Construction Industry
Council’s “Construction
Industry Happy Run 2017”
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SFK holds several
occupational health
basketball friendly
matches every year
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SFK holds “Basketball and
Football Friendly Matches
Awards Presentation
Ceremony” every year in order
to encourage employees to do
more exercise
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1.3

We organised Japanese
Ikebana floral
arrangement workshop
for our staff
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Report Compilation Basis

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

Scope of Reporting

This ESG report discloses the related initiatives of the Group and its
progress for the reporting period from 1 January 2017 to 31
December 2017.

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

o Chit Cheung Construction Company Limited
. Sun Fook Kong (Civil) Limited

o Sun Fook Kong Construction Limited

o CEC-CCC Joint Venture
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SFK won several awards
from “The Quality Public
Housing Construction &
Maintenance Awards 2017”

% (AR S

SFK won “Civil Engineering
and Development
Department Construction
Site Safety Bronze Award”

B ERE [ L ARTIZRE
T2 A% | %R

SFK won “The 23rd Considerate
Contractors Site Award Scheme
— (Public Works — RMAA
Works) — Bronze”

BB [ 5 23 EAEMAAS
FrEtEl) T TR -4 - RE
B2 /NN T A2 8 42
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We organise the “Sun Fook Kong
Safety and Environmental Awards
Scheme” each year to enhance
safety and environmental
awareness among staff and
subcontractors and to promote
occupational safety and health

HMFEEM [FEER2R
RIREZ@EE EERSE

HE M % 2 MIRR B BN BB 2 2
n]ez)za

i%ﬁ% iﬁf%li /m#ﬁm

g Eﬂ 18 2016
Sun Fook Kong Safety Awards Scheme 2016

IR R E-E—iiﬁlﬁ 016

B, \
PerformancelProjectiSafetyJAwardF2016/ &
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Seminars were arranged
for our staff from time to

time
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Original Original
Contract Contract Contract
Entities Project Client Commencement Completion Sum
BB HE EF Gl RAEHTH EHEY ]
(HKS)
(%7)
Chit Cheung Construction  Contract No. KL/2011/01 Civil Engineering & January 2013 July 2017 1,947 million
Company Limited Kai Tak Development — Development “E-ZF-f ZE—tFtA 194758
EEREARAA Reconstruction and Upgrading of Department
Kai Tak Nullah TAIRERE
BHET : KL/2011/01
BERRTE - HEREER
RYEIR
Sun Fook Kong (Civil) Contract No. 08/HY/2013 Highways Department ~ April 2014 March 2018 550 million
Limited Highways Department Term BHE “Z-[EMA  ZE-N\F=A 550 B8
FRE(LAR)BRAR Contract (Management and
Maintenance of Roads in Kowloon
East excluding High Speed Roads
2014-2018)
BHET : 08/HY/2013
BEETHE N (NERER
(REDREBRIN) 2 EER
#%2014-2018)
Sun Fook Kong Contract No. 20149299 Hong Kong Housing ~ April 2015 March 2018 432.2 million
Construction Limited District Term Contract for The Authority “Z-RFMA ZE-\§=A 40288
TREBEEERATA Maintenance, Improvement and EEEEREe
Vacant Flat Refurbishment for
Properties Managed by Property
Service Administration Unit/Wong
Tai Sin, Tsing Yi, Tsuen Wan and
Islands (2) 2015/2018
AR, - 20149299
20152 2018FEEAM - 5K
LERES (MEERRE/ M) -
RE QERFEELHHTIREN
PREHSH (D)
Sun Fook Kong Contract No.20150248 Hong Kong Housing ~ April 2016 September 2018 1,297 million
Construction Limited Construction of Home Ownership Authority ZE-RXFMA ZE-\EAA 129758
HRBEEERAT Scheme Development at EEREZES
Choi Hing Road
AR, - 20150248
VEEEERRAREIR
Sun Fook Kong Contract No. 20140269 Hong Kong Housing ~ February 2015 October 2018 1,299 million
Construction Limited Construction of Home Ownership Authority —“E-R%¥-f ZE-)\%tA 120958
MEEEEBRAR Scheme Development at EAEELZE®

Sheung Lok Street, Homantin

BHES : 20140269
AXEREEEEERTE
BETR
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Original Original
Contract Contract Contract
Entities Project Client Commencement Completion Sum
BB HE EF Rl EHEEE b EHEY ]
(HKS)
(&)
Sun Fook Kong Gontract No. CC/2016/3B/045 West Kowloon July 2016 December 2018 1,140 million
Construction Limited Main Contract for the Park West Cultural District “E-RELA ZE-\&FTZA 114058
HRBEERRD Kowloon Cultural District Authority Authority
BHESH - 0C/2016/3B/045 BAAXILRERR
EAEEERNANAE
ERETRAL
Sun Fook Kong Contract No. TC D973 Architectural Services  August 2015 February 2019 585.1 million
Construction Limited Term Contract for the Design and Department “E-RENA ZE-NEZA 5851 H&
HRBEEERAT Construction of Minor Works to BHAZE
Government and Subvented Properties
for which the Architectural Services
Department is responsible for
the Government of the Hong Kong
Special Administrative Region
(Designated Contract Area of
New Territories and Outlying Islands
(North))
AR, - TCDIT3
REEEREBRITHRIG
EEGIGE G IR TN
TIZETRG RBENTHE L
(BREER : MARBES (L)
Sun Fook Kong Proposed Subsidised Housing Hong Kong Housing ~ June 2017 June 2019 464 million
Construction Limited Development at Junction of Shek Society ZE—tFRA ZE-NERA I64EE
MRBEEERD Pai Tau Road and Ming Kum Road, ~ BEEREERE
Tuen Mun TMTL545,
New Territories
AT 5455 A HE AR BB SR
RAERNEZENEELRERE
Sun Fook Kong Contract No. HA-TMC-027 Hospital Authority July 2016 June 2019 734.2 million
Construction Limited Hospital Authority Term BlRRERR ZZ-RELR ZZ-NERA 734258
MEEEEERAT Contract for Minor Works 2016 for
New Territories East and
New Territories West Clusters
BHES : HA-TMC-027
BREBRESEHN - 25 —1F
FEFRRARRBANITR
CEC-CCC Joint Venture Contract No. KL/2014/01 Civil Engineering & November 2015 September 2019 1,947 million
KHETRE — BEREMY  KaiTak Development — Stage 2 Development “E-hRF+-8 ZE-NFNA 1947HE
Infrastructure Works for Department
Developments at the Southern Part KT RARE
of the Former Runway
AR : KL2014/01
BEREFE - ARERRER
HERF 2 HAWRETR
TELtER|ITEEEREEBERA 45
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Original Original
Contract Contract Contract
Entities Project Client Commencement Completion Sum
BB HE EF Gl RAEHTH EHEY ]
(HKS)
(&)
Sun Fook Kong Contract No. 20150597 Hong Kong Housing  August 2016 October 2019 3,047 million
Construction Limited Construction of Public Rental Housing ~ Authority ZE-R"ENA ZE-NETA 3047HE
MEEEEBRAT Development at Fo Tan (in Sha Tin EEERELZSe
Areas 16 & 58D) Phase 1 & 2
AR 20150597
NR(DEE16R58DE) E— R
E-BLEBREATR
Sun Fook Kong Hong Kong International Airport Hong Kong March 2015 March 2020 151.2 million
Construction Limited Term Contract M297-4 Intenational Arpot —ZE—RF=Zf Z—EZTF=A 151288
HRBEEERAT Maintenance, Improvement and ey
Refurbishment Works for Buildings
BEERBSE B OMOT-4RTF
RE  HERBHIR
Sun Fook Kong Contract No. 20169107 Hong Kong Housing ~ April 2017 March 2020 246.7 million
Construction Limited DTC for Maintenance, Improvement Authority “Z—tFMA —FT-TE=A 246.7HE
MEREEEBRAT and Vacant Flat Refurbishment for EEEREEE®
Properties Managed by Property
Service Administration Unit/Tuen
Mun and Yuen Long (1) 2017/2020
BHES 20169107
T —tFEECEFEEMN
Rt (MR ERRE M) -RE -
YERZEENBNIEND R
AN ()
Sun Fook Kong Contract No. TC E912 Architectural Services  April 2017 March 2021 711.7 million
Construction Limited Term Contract for the Alterations, Department “E—+tFMA ZEZ—%=A THTEE
MEEEEBRAT Additions, Maintenance and Repair of ~ f2552

Buildings and Lands and Other
Properties for which the Architectural
Services Department

(Property Services Branch) is responsible

(Designated Contract

Area: Hong Kong Island Western,
Southern and Lantau Island)
AHIRY: : TCE912
RESEEWESHKR)AEN
BEY -t REAMYEETIE
N REREEIROEHEH
(BHIEER : BERE  mE
RAEL)
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ﬁi%% %téali AJ#EE:
Original Original
Contract Contract Contract
Entities Project Client Commencement Completion Sum
BB HE EF Rl RAEHTH EHEY ]
(HKS)
(&)
Sun Fook Kong Contract No. TC E922 Architectural Services  April 2017 March 2021 760.1 million
Construction Limited Term Contract for the Alterations, Department “E—+tFmA ZEZ-%=A 760158
HRBEEERAT Additions, Maintenance and Repair of 242
Buildings and 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))
BHIES : TCE922
REEEWEFKR)AEN
BEY -t REAMYEETIE
N REREEIROTEHEH
(BfEER : BERERES(E))
Sun Fook Kong (Civil) Contract No. CV/2016/09 Civil Engineering & March 2017 March 2022 150.1 million
Limited Civil Engineering and Development Development “Z—+tF=Zf ZEZZF=Af 1501 B &
HEB(IAR)BRAR Department Maintenance Contract for ~ Department
Piers (2017-2022) TARTIRRES
AR, - CV/2016/09
TAIREREEREELEEEH
(ZE—+F-Z22% %)
As indicated in the table above, 16 projects are included inthe ESG ~ #t ERFER - ZT—+FRIE - LG REB/WESD

report 2017 representing an increase of 3 projects as compared to
that of 2016. Six new projects were added while 3 previous
projects were completed and thus excluded. Furthermore, the
turnover in 2017 which outperforms that of 2016, has been used
as the base figure to calculate the Key Performance Indicators
under the ESG Reporting Guide.

Relevant guidelines or standards, including ISO 14064 are taken as
reference for data collection and analysis. All figures disclosed are
presented in absolute values and all financial data is reported in
Hong Kong dollars unless otherwise specified. Employees of
contractors and subcontractors for whom we have no direct
responsibility are not included as part of our workforce.

FTA16EIEE - k=T —"FZ3ME - FL6EEE -
EA3ELATMIEE BT - B ESTA o o -

—tFENEEBRBRB T —F CRERE
RE HEREARSIESIFTETERBIEENE
FEBR -

ERE2E1S0 14064 E4ER1E 3| SR EE B BRI
ERAMTHEE - frERBEEENBLHERERT -
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BREMHE KA -
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CHAPTER 2 SOCIAL RESPONSIBILITY MANAGEMENT

As a responsible corporate citizen, we are dedicated to not only delivering
our works and services in high quality, but also taking care of our
environment and society. All these are crucial to the sustainable
development of our business and the whole community. To integrate the
corporate social responsibility into our business development, we have
established a comprehensive Corporate Social Responsibility Policy to
expound our commitments:

1. To consider the impacts on the stakeholders, society, economy
and environment during the decision-making process;

2. To fully comply with the laws of the country/region where we
operate and the contractual requirements contained in the
agreements that we have signed, as well as respecting relevant
international protocols;

3. To uphold the highest business operation standards with fair
competition and require our staff and business partners to follow;

4.  To follow internationally recognised standards and to build up a
compatible environment in which human rights and labour rights
are respected and maintained;

5.  To take safety and health as the first priority by providing a safe and
healthy environment to all staff and people affected (including the
public) at all times;

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

7. To review our Corporate Social Responsibility Policy regularly and
find opportunities to make continuous improvements, including
those arising from changes to related ordinances and other
requirements; and

8. To inform all employees (regardless of whether they are directly
employed, contracted, or representing us in other forms) of our
Corporate Social Responsibility Policy, and making this Policy
available to the public.
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CHAPTER 3 STAKEHOLDER ENGAGEMENT AND
MATERIALITY ANALYSIS

SFK recognises the importance of participations from our stakeholders.
We obtain and evaluate their views on the effectiveness of our business
as well as any adverse impacts on the environment and society. We
maintain close liaison with our management members, employees,
clients, subcontractors, suppliers and service providers through various
communication channels in order to understand their concerns and
expectation.

ESG report is one of our main communication channels with all
stakeholders for the sustainability issue. Key internal and external
stakeholders were invited to participate in the stakeholder engagement
survey from which we could determine the materiality of the 11 aspects
(i.e A1 to A3 and B1 to B8 below) specified in the ESG Reporting Guide.
Our staff and employees are regarded as key internal stakeholders;
whereas clients, sub-contractors, suppliers and service providers are
regarded as key external stakeholders.
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Based on the results of the stakeholder engagement survey, in terms of
materiality, the Anti-corruption (B7) and the Health and Safety (B2)
aspects are identified as the most significant aspects which are most
concerned by both internal and external stakeholders. In both of the
stakeholder engagement surveys conducted in 2016 (the “2016 Survey”)
and 2017 (the “2017 Survey”), Health and Safety (B2) aspect was
identified as one of the most significant aspects to which we shall pay
more attention. Environment and Natural Resources (A3) and Labour
Standards (B4) are identified as significant aspects in the 2017 Survey.

The results of the 2017 Survey slightly differed from that of the 2016
Survey. Most of the significant aspects identified in the 2016 Survey are
related to the social (B) aspects, such as Employment (B1), Labour
Standards (B4), Supply Chain Management (B5) and Anti-corruption (B7).
In the 2017 Survey, Environment and Natural Resources (A3) aspect is
identified as a significance aspect, showing that our stakeholders are
paying more attention to our environmental performance.

We care the needs and expectations of our stakeholders. The material
aspects identified above are herein reported and the management of
these aspects is outlined in this report.

For more information about these material aspects, please refer to the

“The Stock Exchange ESG Reporting Guide Content Index Table” in
Appendix 1 of this report.
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CHAPTER 4 OVERVIEW OF ESG PERFORMANCE

I&iﬁ Z‘ié& /l:l#ﬁu:u

%.E iﬁﬁ M iﬁiﬁ& Ell:liiﬁ.*ﬂF

The following programmes are set for 2017, which are in line with the TR DBEITH S —+F5t2 EREBERTHT
direction of social responsibility set by the Group. SEEHFH -
Policy/Legal
Subject Areas Aspects compliance Programmes highlights
P S0 Bm| BER /&8 FTERE
Environment Emissions v Project Environmental Policy related to the
RIE BER minimisation of pollutions and waste
management
BEREHREBRESEERNDITRAKEDER
Use of Resources v Implementation of ISO 50001 Energy
BRER Management System
FE1S0 50001 BEIRE I EE R
The Environment and v Energy and waste management plans
Natural Resources BER R EEYE IR T &
RERRARER
Social — Employment and Employment v/ Provision of an engaging work environment
Labour Practices 1E1% REHRNITIERE
HE - ERREIER
Health and Safety v Safety and Health Policy Statement with
R e a guaranteed safety budget of not less
than 0.25% of the contract sum of each
project
ZRHEBRBEER  TRFLZEEMER
BEEB A ,\Ui%ﬁﬁ"]025%
Development and Training v Internal Training for Staff
EEYe=E] WEBE TIEF
v Staff tuition/examination allowance
BETI28 EHEHN
Labour Standards v Compliance with the Employment
TR Ordinance (Cap. 57) of Hong Kong
BTEBERBKRO(E57E)
Social — Operating Practices Supply Chain Management v Performance and compliance assessment of
e — EEEN HEEEE suppliers/sub-contractors
g,/ P EmKRERE R
Product Responsibility v Implementation of ISO 9001 Quality
EmafE Management System
EMEISO Q001 EEEIRE R
Anti-corruption v Code of Business Conduct
RERE [EESESSEsE:l
Social — Community Community Investment v Participation in volunteer activities and

HE - HE

HERE

cooperation with NGOs
2N5& LA R BT AR S 1F
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CHAPTER 5 ENVIRONMENT

5.1 Emissions Control Management

We are dedicated to protecting the environment and integrating
environmental considerations into our construction operation. We
properly implement the following measures with respect to air
pollution, greenhouse gas emission, noise, water pollution, waste,

chemical waste and ecological impacts:

52

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

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

to comply with the relevant environmental legislation and
contractual environmental requirements.

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

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

to prevent environmental pollution, reduce environmental
nuisances and minimise waste especially construction and
demolition waste.

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

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

to review the environmental policy periodically for continuous
improvement in response to changes in the management
procedures, nature of the works and environmental
legislations.

As at 31 December 2017, the Group was in compliance with the
applicable regulations and rules governing air pollution, greenhouse
gas emission, noise, discharges into water and land, and
generation of hazardous and non-hazardous waste.

SFK Construction Holdings Limited | Annual Report 2017
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We strictly comply with the relevant laws and regulations to ensure
the environmental impacts arising from our business are managed

in a proper and responsible manner.

o Air Pollution Control Ordinance (Cap. 311)

o Noise Control Ordinance (Cap.400)

. Water Pollution Control Ordinance (Cap. 358)

o Waste Disposal Ordinance (Cap. 354)

o Dumping at Sea Ordinance (Cap. 466)

. Environmental Impact Assessment Ordinance (Cap.499)

A major concern for the construction industry is exhaust gas
emissions. To minimise the relevant impacts, we are dedicated to
controlling over the source of emissions. We use non-road mobile
machines with an approval label, and use ultra-low-sulphur diesel
for our machines and vehicles. Laboratory testing is regularly
conducted to ensure that the ultra-low sulphur diesel fulfills the

contractual requirements.

We cover the exposed work areas with tarpaulin sheets to minimise
dust emission. In addition, we equip the water sprinkler system with
time sensors on the construction site to suppress the dust emitted
by moving vehicles. With the above environmental mitigation
measures in place, dust is prevented from affecting the
surroundings areas. Furthermore, the dust (1-hour TSP) monitoring
results show no exceedance of the limit levels due to our site

BB ETHEBARER - UEREFIES

HIRY

SRR ERIZERBEENER -

ERGRE HIEG (F3115)

R =& HHED (400 F)

HOGRE D] (55 368 )

REYNR B 16 (553545 )

& HIAEMEHERI (5 466 %)

REFZEFEED (F499F)

EERTERIN B E2HEERTEREN
AT ERERE  BRPAIBOREFBEBR
B RMPERAWTEARBERNIFERB K

- RERFIE RS R ERE R BERSE o ]

1FF1A HAHETT B B = R S DA RE AR BB AR SO 1
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BRI R EEELRENTIZEE - AR
ERAELINRG - bH RAERTIBRLE
B RS HRKERLS WD BB ERS| L
MEEIR - BFE XM ERMIRBERERE - 7]
B bR EE S E B BRI 04 - wesh - AEE (1)
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activities.
Annual Emission Data from Vehicles HENESFHEREE
Pollutants 2016 2017
EEY —E—XE —E—+E
(9) (9) % change
(=) (=) % S E
Nitrogen oxides (NOXx)
F1 A& (NOx) 2,657,040 2,871,211 +8.06%
Sulphur oxides (SOx)
S48 (SOx) 22,910 25,230 +10.13%
Particulate matters (PM)
SR (PM) 216,524 224,992 +3.91%
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Total Greenhouse Gas Emissions BERBHENEAE
2016 2017
T-AF e
(tCO,-eq) (tCO,-eq) % change
(ZEtREEM) (ZFBEEM) % S &
Scope 1
#i[EA 3,779 5,083 +34.52%
Scope 2
#E2 5,825 7,715 +32.44%
Total
HBET 9,604 12,798 +33.26%
Intensity (tCO,-eq per HK$’ million project turnover payment)
RE(CEIREEY, Ba88 L HAAESH) 6.7 3.7 -45.20%
Remarks: &

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

2

Scope 1 — Direct Emissions

Scope 2 — Energy Indirect Emissions

We are also dedicated to managing waste on construction sites in
accordance with the relevant legislations. Chemical waste on the
sites is identified as hazardous waste and stored in the designated
area. Minimisation of construction and demolition waste is
emphasised in the Project Environmental Policy of SFK. We also
recycle office waste and construction waste at the head office and
on site, including metal scrap and waste paper. Our construction
materials are also meticulously designed to reduce waste at source.
For example, we adopt the reusable and modular fences that can
suit different construction sites. We believe a sustainable and
proper waste management can be achieved through effective
reduction of waste and wise use of resources.

The total hazardous waste was reduced from 1.3 tonnes in 2016 to
0.99 tonnes in 2017 whereas the hazardous waste intensity
decreased from 0.0009 tonnes per HK$ million project turnover
payment to 0.0003 tonnes per HK$ million project turnover
payment. The total non-hazardous waste increased from 270,216.5
tonnes in 2016 to 336,536.55 tonnes in 2017 as 6 new projects
were awarded to SFK and commenced in 2017. However, the non-
hazardous waste intensity was reduced from 188.41 tonnes per
HK$ million to 96.55 tonnes per HK$ million.
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Total Waste Produced BYBRELE
2016 2017
—RE —E—t5F
(tonnes) (tonnes) % change
(Mg ) (M) % % B
Hazardous waste
BEEY
Total
HET 1.3 0.99 -23.85%
Intensity (tonnes per HK$’ million project turnover payment)
EE W/ BaBBILHEBAESHE) 0.0009 0.0003 -33.33%
Non-hazardous waste
EEREY
Total
st 270,216.5 336,536.55 +24.54%
Intensity (tonnes per HK$’ million project turnover payment)
BE(W,/ SEEETEERESHE) 188.41 96.55 -48.76%
Remarks: The value of hazardous waste in 2016 decreased by 43.81 tonnes as it —EAFNASEVER_T - FRE ek

compared to the 2016 ESG report and this amount was transferred to non-
hazardous waste in 2016 due to the data collection error in 2016 and the
corrected values were shown in the above table.

Effective Use of Resources

ERMEML TFH43.81 0 - MZBESERAR -
T-RNFEHREZEY BRANR-T-REFHELE
HERATEE - MIERABEIIRLE -

52 EZRER

The 1SO 50001:2011 Energy Management System Accreditation BEMERBEEEREREE D 5 E HEISO
and ISO 14001:2004 Environmental Management System 14001 : 20041&%?@%?;&%&80 50001 :
Accreditation are implemented for the environmental management 2011 EEREREARE - N _T— JC¢ i
and energy management respectively. In 2017, we succeeded in 1 EERE AT E KoK AR E R

reducing the intensity level of our energy and water consumption.

We encourage the adoption of energy saving practices in the head RIBAEEGEIRIES]  RMEBEENER

office and on project sites according to the Group’s energy

NIABEBRAEEER  URERETESR

guidelines. Good green practices according to the R ESBERENES  RERTNEEREE
recommendations from the Energy Efficiency Office of Electrical LAfRHEERBE ©

and Mechanical Services Department are provided for promoting

energy conservation.

We recognise that water is a precious resource. In order to reduce BMRBIKEEENER - BRI D ERX
the use of fresh water, we encourage reuse and recycling of water K BPREERETIHEE RBREMAKE
in our construction sites. Waste water generated during various R TRREEHEENERKEGRENET

construction activities would be collected and reused in sites. For
example, muddy water generated during bored piling works and
water used to wash the wheels of construction vehicles, where site
conditions permitted, would be distilled, treated and reused. In
addition, we use water-efficient sprinkler nozzle to suppress dust
emission on site haul road. When carrying out plumbing works, we
would recommend clients to install water efficient facilities and
appliances under the Water Efficiency Labelling Scheme (WELS).
This is in line with the requirements for Building Environmental
Assessment Method (BEAM) Plus certification to use water
effectively and efficiently in the completed buildings/works.

Project sites are encouraged to use renewable energy equipment
such as solar energy panel for the water heater. Motion senors are
added to the site temporary lighting in building projects to reduce
the energy use of lighting when there is no works. All electrical
appliances purchased on site under our policy, should be Grade 1
energy label so as to reduce the energy use.

HWEEFERR - flan - EILEFE TRELNR
7J<&5%>‘5E75@I$§Mﬁﬁ’aﬁﬁ7J<E11M%1¢ftE?Em

ERT SR - RIEXBFA - I FFE
FREIKA R BKEEE BN T B % IRES
B BITKETIRE  RMEBEEPLEANK
IREFTEI(WELS) THETKERERER - IFE
IR (BEAM) Plus BB T - I8
TiEF TRERKSHAK -

GeENIA B AR 60 A AR IR AR e (AN VK 2=
1 AAFEEER) © Hﬂii)ﬂimaﬁﬁ KRR
B e AR ER AT AR AR - DURVE MR TIERE B aLIR
FRAH - RIBHMIMEEE - R FBENMEE
RRBAR— RBERERIRTEIARIEREIRER -
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Total Energy Consumption HFERE
2016 2017
— —E-tF
(mWh) (mWh) % change
(FFEE) (FFEE) % B B
Electricity
B 9,246.51 14,201.87 +53.59%
Renewable energy
Al AR 7.22 7.06 —2.27%
Total
HBET 9,253.73 14,208.93 +53.55%
Intensity (mWh per HK$’ million project turnover payment)
EE(FTRE Sa&ETHEEAESH) 6.45 4.08 -36.80%
Total Water Consumption BRKE
2016 2017
—E-RE —E—+tF
(litre) (litre) % change
() () % B
Total
HET 100,888,306 228,426,265 +126.42%
Intensity (litre per HK$’ million project turnover payment)
EE(t/BEBETHEAESHE) 70,346 65,534 -6.84%
Environment and Natural Resources 53 BRERRRER

To minimise the impacts on the environment and natural resources
and commit to the best practices, we have formulated various
policies on energy and resources conservation according to the
ISO 50001 and ISO 14001. We care and consider our impacts to
the environment and strive to continually improve our performance
in line with the environmental legislations in Hong Kong, including
the Environmental Impact Assessment Ordinance (Cap.499).

Our environmental policies focus on pollution abatement, waste
management, resources management and ecological mitigation. A
waste management plan is prepared for each project to address
the land pollution which is identified as a significant impact to the
environment from our operation. We also implemented a green
purchase policy to ensure the purchase of energy-efficient products
and services proceeds in a more responsible and considerate
manner.

We are also dedicated to applying different local and international
standards to improve our environmental performance, including
the BEAM Plus requirements on our project sites. We believe the
implementation of the relevant local and international standards will
help us self-evaluate and improve our performance.
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CHAPTER 6 PEOPLE

6.1

Employment and Respect for Labour Rights

We value our employees as they are our important assets, and
have planned a holistic approach of recruitment, employment,
promotion and retention of our employees.

We are dedicated to offering equal opportunities and a fair and
diverse work environment in our employment practices.
Recruitment and promotion of our employees are based on their
qualification, work experience, suitability and talent, regardless of
gender, disability, family status, race, age, sexual orientation, social
class, nationality and religion.

As part of providing an engaging work environment, we are
dedicated to providing fair remuneration, reasonable working hours
and rest periods for our employees to maintain a balance between
work and life. A range of allowances and bonuses is also offered for
our employees including yearend bonus, overtime allowances or
first-aider and emergency attendance.

We have also introduced family-friendly employment practices to
work together with our employees in balancing their work and
families, including the marriage leave, maternity leave, paternity
leave and compassionate leave. Furthermore, the Breastfeeding
Friendly Workplace Policy was established this year to support the
breastfeeding employees and their families.

Forced labour, child labour and illegal workers are prohibited in the
Group. We are dedicated to complying with the relevant regulations
and laws to safeguard the rights of our employees, and will not
tolerate labour exploitation.

In addition to complying with local regulations, including the
Employment Ordinance (Cap. 57), the Group is committed to
enhancing harmony between the employer and the employees in
order to build a high quality working team. This commitment has
been incorporated into our Human Resources Policy Manual, CSR
Policy and Employee Handbook. Undoubtedly, our employees play
a crucial role in maintaining our competitiveness and building a
solid foundation for our business growth.

As at 31 December 2017, the Group was in compliance with the
relevant laws and regulations that have a significant impact on the
Group relating to compensation, dismissal, recruitment, promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare, as well as prevention
of child and forced labour in all material respects.

I&iﬁ Z‘ié& /l:l#ﬁu:u
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Total Work Force (Hong Kong) as at 31 December 2017 R-B—tF+-A=+—HWESHE(EHE)
Housing
Construction Services Total
BE EF R st
Gender el
Male s 1,071 164 1,235
Female egi3 342 393 735
Employment type fEfRsany
Full-time a7 1,384 426 1,810
Part-time 0 Bk 29 131 160
Age group FHAAR
18-30 18-30 400 2 402
31-45 31-45 517 30 547
46-60 46-60 416 270 686
> 61 > 61 80 255 335
Employee (Hong Kong) Monthly Average Turnover Rate TE—tFEEAORBER(FR)
during 2017
Construction Housing Services
=44 EF RS
2016 2017 2016 2017
—B-AE —B-tHF —B-AF —E-tF
Gender el
Male B 1.8% 2.0% 4.8% 71%
Female peg i3 1.7% 2.1% 3.8% 5.5%
Age Group FER48 5
18-30 18-30 2.9% 2.3% 10.4% 15.6%
31-45 31-45 1.6% 2.1% 6.3% 13.2%
46-60 46-60 1.2% 1.7% 41% 6.3%
> 61 > 61 1.7% 1.8% 3.2% 4.6%
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6.2 Safety and Health

As a group that mainly engages in the construction business, we
place occupational safety and health as a top priority of all works.
Our safety and health policy requires all levels of management and
supervision to actively participate in adopting all feasible ways to
create a safe working environment, as well as monitoring the
related implementation. In addition, all of our employees and
subcontractors are required to comply with this policy. On the other
hand, we are committed to maintaining a high standard of safety
and health by complying with the client’s requirement as well as the
relevant regulations, including the Occupational Safety and Health
Ordinance (Cap.509) and Factories and Industrial Undertakings
Ordinance (Cap.59). Furthermore, we also established strict internal
safety requirements and targets in 2017 including:

o Zero fatal occupational accidents; and

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

U Less than 9 reportable accidents per 1,000 employees.

As indicated in the record maintained during 2017, we successfully
achieved the target of zero fatal occupational accidents. In addition,
there were 0.29 reportable accident per 100,000 man-hours and
11.58 reportable accidents per 1,000 employees, whilst 3,336
man-days were lost due to injuries. Although these numbers are
already lower than the accident frequency rate aimed by the
Development Bureau of Hong Kong Special Administrative Region
Government, we remain committed to providing a safe working
environment for our employees.

Total Injury Statistics during 2017

6.2
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2016 2017
A —E—+F
Work-related fatalities TIERAEMIET
Number A 0 0
Rate (%) Lt (%) 0 0
Work injury Is
Lost man-days BATIEEH 2,145 3,336
To enhance the professionalism and safety awareness of our front- BIGRAGETAEBNEEMRLZEZEH T
line supervisory employees, all foremen are required to hold a FEBEIYARERIZEEEERE X
Construction Safety Supervisor Certificate. Regular safety meetings PEARLEEEESRFHRITLEEHE  H
are held for safety officers and site supervision teams to share the ERFTHNEZE2ENRRIFZEFA -
latest information and good practices with respect to safety.
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In view of the importance of promoting the occupational safety and
health to all stakeholders, we establish the Safety and
Environmental Committee and the Site Safety and Environmental
Committee to promote safety and health awareness and encourage
our subcontractors and employees to provide their comments for
the top management to consider and review the policy. We also
published internal safety bulletins on a quarterly basis to promote
the awareness of different issues among our employees, including
newspaper cuttings regarding the prevention of occupational
diseases and safety and health issues, as well as updated
information about organised promotional events.

We recognise safety training as one of the important elements in
preventing work injuries. Therefore, we will identify the safety
training needs of our workers and employees, and safety training
courses will be provided by external training bodies and our internal
Safety Training Center to our workers and employees. SFK has set
up a Safety Training Center to deliver safety training courses. The
Safety Training Centre is also one of the training bodies recognised
by the Labour Department of the HKSAR as a course operator to
provide “Mandatory Basic Safety Training Course (Construction
Work)” for Construction Worker under the legislative requirement.

To provide a rewarding environment that encourages our
employees and subcontractors to pay attention to safety issues, we
also organised competitions between different construction sites
and subcontractors with an aim of encouraging and sharing good
safety practices. We have also launched the Sun Fook Kong Safety
Awards Scheme since 2011 for enhancing the safety awareness. In
2017, 22 projects and 113 subcontractors won the Zero Accident
Award Certificate. It is even more encouraging that more than 75%
of the projects and 80% of the subcontractors were recorded with
zero accident in both two assessment periods.

During the Year, the Group was fined for a total sum of HK$30,000
in respect of 3 summonses related to two minor accidents in
violation of certain regulations under the Factories and Industrial
Undertaking Ordinance (Cap. 59 of the Laws of Hong Kong). The
Directors consider that these two accidents were independent and
isolated incidents. Save as disclosed above or otherwise in the
annual report, the Group has in all material respects complied with
all applicable laws and regulations in Hong Kong in relation to
providing a safe working environment and protecting employees
from occupational hazards.

SFK Construction Holdings Limited | Annual Report 2017
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6.3 Education, Training and Career Development

The Group believes that developing and maintaining staff
competence is the pivot for the continuous growth of our business
as well as the sustainable development of our Group. We encourage
our employees to upgrade their job skills, knowledge and
qualifications for constant challenges and add values to their career
development. We provide examination leave and arrange job-related
training for our staff, including seminars, workshops and site visits.

In addition, formal training schemes as approved by professional
institutions are provided for our employees. We also support
continuing professional development by providing paid study leave
and subsidies for tuition. In 2017, the Group provided relevant
internal training for 164 employees.

Full-time Employees Trained during 2017

6.3
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Percentage (%)

B2 H (%)
2016 2017
— R —E—+tF
Gender 331l
Male B 25.0% 28.3%
Female pegis 71% 5.6%
Employee category EEER
Senior management SREEE 59.5% 53.7%
Middle management PR ERE 37.2% 26.3%
Junior levels AR 8.3% 12.1%

Average Training Hours Completed Per Full-time Employee
during 2017

R LFEERREASRERZINFIRY

Hours
iE3:
2016 2017
—B-AF —F—tF
Gender 1l
Male B 3.7 3.4
Female pegs 0.8 0.8
Employee category EEER
Senior management SREEE 5.7 4.3
Middle management AR EIRE 4.6 4.3
Junior levels AR 2.0 1.8
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CHAPTER 7 OPERATING PRACTICES

7.1 Quality and Compliance Management

62

The Group has established and implemented the quality
management system conforming to the ISO 9001 standard, which
provides reliable assurance of the contracted services and works
that we deliver to our customers, for the purposes of ensuring that:

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

> 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;

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

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

To ensure the quality and compliance of all project sites, a
systematic control flow is established based on the Group’s Project
Quality Policy, including inspection and testing of the works and
services we perform and provide for, detection of non-compliance,
rectification and re-inspection to meet quality specification.
Furthermore, we highly value the communications between our
stakeholders and us. All feedbacks or complaints from our
stakeholders will be handled in accordance with our complaint
handling system to ensure complaints can be resolved in a timely
and effective manner.

FtE ZERM

71

EEHSRER
AEEBEY T EHFAISO 9001 ZENE 2
EEEBZR  URRATEXMNE YT RS
RI2 - AR

> BMRNFEPHRBRIREHLE
PSR ESFIA RIE B R ROER ¢

> JHERNMBEBREESEBEEE
BEAMATNHRLERF - WRFHHE
BARCERARE R A 25

> BRHRENEEMRRBEAREEER
BREROBUL  UNBREFPHE - &

> REESONEETEARETEOE
i HEEERERERE -

RERABEBMENEENRARME - HAR
BASENEREEBREL T ZALrEH
mig - BiEeE AR PIATET TR RIR
HOBRT - WA TAR - (FRAEMERRE
I EEERE - 1o RAREERFND
BRI 2 HRER - BRIPSRIBRFEIERR
BRIEF D E A RS - PAREIRIZFBE
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Non-compliance and Complaints ERSERREF
Result
HE
2016 2017
—E-XE —E—t5F
Total completed works subject to recalls ZE RIEFIERIRIERN
for safety and health reasons DBTITIREE 0 0
Number of complaints received a the NREEN TR RRFEE
corporate level relating to works and FEFHYIR B
services 0 0
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With respect to the protection of intellectual property rights and
privacy relating to data of client, the group has formulated and
implemented in-house rules. All of our installed operating systems
and software are sourced from authorised suppliers or copyright
holders. Information regarding our clients is also under strict
protection according to our internal rules for information technology.

We are also dedicated to protecting the privacy of our employees,
subcontractors and clients according to our code of practice and
the relevant regulations, including the Personal Data (Privacy)
Ordinance (Cap. 486).

As at 31 December 2017, the Group was in compliance with the
applicable local 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.

Supply Chain Management

As one of the most important stakeholders of our Group, suppliers
and subcontractors are crucial for maintaining the effectiveness of
our business as well as managing the environmental and social
risks.

As suppliers and subcontractors are our important business
partners, we select subcontractors according to our well-established
process to assess their abilities to satisfy the requirements under the
main contract with our customers, previous cooperation experience
with us and our evaluation of their performance from the list of pre-
qualified subcontractors maintained by us. For new subcontractors,
we also carry out assessment based on various selection factors,
including their financial stability, quality, past performance and
capability to meet our requirements for quality, schedule, costs, and
environmental and safety conditions. As a business group engaged
in the construction sector for decades, we believe the long term
partnership with our active subcontractors that have maintained
satisfactory assessment records will assure that our works could be
maintained in a high quality consistently.

We also select suppliers based on the same rigorous process.
Annual evaluation procedures for all active suppliers or
subcontractors are adopted by the Group to assess their
performance in respect of quality, safety, environment, financial
stability and resource availability. In line with our environmental and
social policy, we also provide environmental and social compliance
trainings to the suppliers and subcontractors to ensure that they
comply with the applicable legal and regulatory requirements as
well as the specific project requirements.

ST LA |FESRREEERA
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7.3

64

Number of Suppliers as at 31 December 2017

RE-B—tHF+ZA=+—HBHNHEREE

Region hE Number

2R
Hong Kong BB 470
Mainland China B AR 1
Japan A7 1

Number of sub-contractors as at 31 December 2017

REZB—+tHF+ZA=+—-HBHNIBHEYE

Region & Number
2EA
Hong Kong BB 320

Moral Integrity and Anti-corruption

SFK is committed to maintaining a high ethical standard of business
conduct. All employees must strictly comply with the Prevention of
Bribery Ordinance (Cap. 201) and our internal Code of Business
Conduct related to anti-bribery and unethical and illegal behaviours.
To ensure all of them are familiar and comply with the relevant
regulations and codes, we not only provide a copy of our internal
code to all of our employees, but also invite speakers from the
Hong Kong Independent Commission Against Corruption (“ICAC”)
to provide anti-corruption training to our employees regularly. In
addition, the ICAC anti-corruption video training is provided for all
new employees.

On an annual basis, we require all our employees to declare any
conflict of interest and we also issue a notice to remind our
subcontractors and suppliers during the festive seasons to reiterate
our policy that offering any kinds of advantages or bribes to our
employees is prohibited.

We have established effective procedures and whistle-blowing
channels to ensure thorough investigation of all allegations of
corruption and ethical impropriety. All complaints received by the
Managing Director via confidential fax or letter will be immediately
handled and investigated. Any staff in violation of our company
policies or applicable laws and regulations will be reported to the
ICAC and wherever appropriate, shall be subject to disciplinary
action.

As at 31 December 2017, the Group was in compliance with the
applicable local 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 2017.
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IRIE - S RERBRE
Total Number of Corrupt Practices BEETHHEY
Number
£ 4=

Number of concluded legal cases regarding RIERBAHETASIEREERTY

corrupt practices brought against the issuer WEERENE SHFLRMENEE

or its employees during the reporting period 0

CHAPTER 8 COMMUNITY

8.1

8.2

Community Participation

Community participation is a proven approach to motivate people to
work together and foster positive relationships. We have set up our
volunteer team to engage our staff to participate in voluntary
activities and foster partnerships with voluntary organisations. Our
employees are encouraged to dedicate their time and skills to
supporting local communities and continue to organise and
participate in various voluntary community services and events in
accordance with our community engagement policy. Undoubtedly,
the contribution to the society is essential for us to achieve the
objective of sustainable development, as it will not only build a
bridge between the Group and the communities, but also help our
employees from different departments and project sites enhance the
team spirit.

Focus Areas
Education

As a key player in the construction industry, we understand the
importance of promoting civic education in occupational safety and
health issue. In 2017, we participated in the Safety, Health and
Environment Family Fun Day of West Kowloon Culture District and
the Construction Industry Safety Award Scheme 2016 of Labour
Department to enhance the public awareness of safety and health
issue through our game booths.

We also believe our society can benefit from the provision of
training to the next generation with valuable skills and knowledge.
We collaborated with the Tuen Mun District Youth Programme
Committee and Tuen Mun District Office in the “Strive for Success
— Self-Enhancement Training Programme and Award Scheme” to
hold two internship sessions for secondary school students during
the summer holiday. To foster talents of the construction industry,
we also participated in the VTC Apprenticeship Training Scheme to
encourage and reward the outstanding apprentices. We hope
those activities would help our youngsters explore their own
interests and develop their talents.
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Environmental Protection

The environment is also an important element for the sustainable
development. During the performance of our construction works,
we delicately plan our works with the aim of reducing construction
waste sent to landfills and reusing recyclable materials. We stress
great importance to the environmental issues arising from our
operations and daily life. With cooperation with Greeners Action, we
participated in the Mooncake Box Recycling Program 2017 for
recycling the packaging waste. We will continue to make
contribution to various environmental friendly programmes for
developing a green society.

Besides participating in environmental activities, we also organised
various activities to enhance the awareness of environmental
protection among our staff, including the SFK Environmental Slogan
Creation Competition 2017. Four of our projects have been
awarded as Good Level in “Wastewi$e” Certificate from Hong Kong
Awards for Environmental Excellence.

Voluntary Work

Participating in voluntary activities is one of the priorities of our
community participation. Our volunteer team give back to the
communities through a diverse range of social initiatives. Focusing
particularly on the people with disability, children and elderly, we
enhance our partnerships with various social organisations, welfare
organisations and charity groups to organise various activities.

We co-organised various voluntary activities in 2017. On 11 March
2017, 15 members from our volunteer team visited The Spastics
Association of Hong Kong’s New Territories East Home Support
Service for the “Family Day with the Disabled”. To prepare for the
event, our volunteer team joined a training programme for the
proper control of the wheelchairs a week in advance and finally we
had a pleasant weekend with dozens of the physically challenged
citizens and their families. A total of 26 SFK volunteers also enjoyed
a meaningful day on 3 June 2017 for participating in the paint
renovation of the exterior wall at Shek Wai Kok Pre-school Centre.

Besides disability and the children, we also care about the elderly in
our communities. A visiting activity co-organised with The
Neighbourhood Advice-Action Council was held on 23 September
2017. During the mid-autumn festival, 27 SFK volunteers visited the
elderly living alone to share the joy of the festival and express our
solicitude to them.
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To further foster the culture of volunteering in SFK, we cooperated
with different organisations on organising volunteer training
programs. More than 30 volunteers participated in the training
organised by the Agency for Volunteer Service for practical skills
and knowledge in providing voluntary services to children. We
believe that the voluntary work not only contributes back to the
communities, but also explores and develops the potential and
abilities of our employees.

Healthy Lifestyle & Sports

Apart from providing career opportunities, SFK also shows our care
for the employees’ health. We are committed to encouraging our
employees to build up a healthy lifestyle and further promote the
message to the society.

In 2017, we participated in various events, which enabled our
employees to develop their interests and maintain a balance
between their work and life. We participated in different sport
events, including the Standard Chartered Hong Kong Marathon
2017, Construction Industry Happy Run and Carnival 2017 and
Hong Kong Disneyland Resort’s Marvel 10K Weekend 2017.
Internally, we also organised football and basketball matches for
our employees from the head office and project sites. In total, more
than 700 participants joined these events. Besides the sport
activities, we also provided some static activities, such as the
Japanese floral arrangement workshops for our employees to
relieve their stress.

Furthermore, we also invited different social workers and
paramedics to organise different talks for our employees to
promote the healthy lifestyle, such as prevention of diseases and
smoking cessation. Since SFK mainly engages in the construction
business with a large proportion of our staff working at the
construction sites, we organise site-based activities for our on-site
employees to join, particularly on health issues, including prevention
of heat stroke, basic physical check-up of blood pressure and the
body mass index. In general, these activities are held every three
months in each of our construction sites.

In response to a blood shortage at blood banks, we organised two
blood donation activities on 29 March and 14 June, the annual
World Blood Donor Day. Dozens of warm-hearted colleagues
supported the activities and contributed to the society through their
actual actions.
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CHAPTER 9 AWARDS AND RECOGNITION

BAE RERBFHEE

HIGHLIGHTS
Award
Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company
REHHNER mEKE EREH EiRE
Joyful@Healthy Workpalce Best Practices Award ~ Occupational Safety and Health March 2017 Sun Fook Kong Construction
Council Limited
G @R TIER AL BEZTRRER —E—+F=H MR EEARAR
Caring Company 2016/2017 Logo The Hong Kong Council of Social March 2017 Sun Fook Kong Holdings
Service Limited
ZE-REF /2 EHRERERER ARt EREHE —ET—tF=H SRR ER AT
The 6th Outstanding CSR Enterprise Award The Mirror (Hong Kong) April 2017 SFK Construction Holdings
Limited
FERERHMEMGEFE R (EB) —ZT—+FMmA FRAEREEBRAT
Certificate of Appreciation — for Holding Sites Occupational Safety and Health April 2017 Sun Fook Kong Construction
Safety Inspection Practical Exercise Council Limited
Rk — BB LT 2 REEE BEZ2HER —ZE—+FMA R EAR AR
Certificate of being a Founding Member Hong Kong Small and Medium May 2017 Sun Fook Kong Construction
Enterprises Association Group
Bliapk B E BERNRMEEES —ET—+FhA RSEREE
CEDD Construction Site Safety Bronze Award Civil Engineering and Development ~ May 2017 CEC- CCC Joint Venture
Department
TARIEBAEBI MWL KIE — TARIEBHRES —T—tFHA ABETE — FEERERE
Certificate of Appreciation — In recognition of Hong Kong Housing Authority May 2017 Sun Fook Kong Construction
its valuable contribution to this event held on Limited
8 May 2017
RAR — REEH _T—+tFRHANA BEREELZE® —ZT—+FhHA R EEARAA
BITHLREDNEE TR
Silver Sponsor of Building Surveyor Awards 2017 The Hong Kong Institute of Surveyors  June 2017 Sun Fook Kong Construction
Group
TR FEEA SR IRIEEE) BEREMEE —E—+FXA FEEREREH
Best Safety Enhancement Program for Working  Occupational Safety & Health Council July 2017 Sun Fook Kong Construction
at Height (Awarded contract/site: 4069 — Limited
Contract No: TCD9T3; Tai Po Sports Ground)
BESEILIEZ2REE BELE2RER —E—tF+tH R EAR AT

(EREL,/ s - 4069 —
SRS - TCDIT3 : KiFES)S)
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I&%ﬂ %béli /E#ﬁm
Award

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

RAFRBERE I ¥ ERAH BRME

Best Program to Prevent Heat Stroke at Work Occupational Safety & Health Council  July 2017 CEC- CCC Joint Venture
(Awarded contract/site: 42147 — Contract
No: KL/2014/01; Kai Tak Development
— Stage 2 Infrastructure Works)

BREEN TERREHE (BRAL,/HhE - BEZZRER —tFtHA RETE — EEREme
42147— SR : KLU2014/01  RUERE
FHE - AiREEEEREE ARG IR2H)

Appreciation for Participating in Charity Events United Christian Hospital July 2017 Sun Fook Kong Construction

Group

REIEYI ST EBHHE RN —tF+HA FEEEREE

Certify that SFK Construction Holdings Limited Hong Kong Small and Medium August 2017 Sun Fook Kong Construction
is registered as a support organisation for Enterprises Association Limited
Start — Plan for Youth

RENEAEREEERAREZRAESF EERACERES —tFN\A EBEERRAA
EES - lopgstit

Certificate of Appreciation for Sponsoring The Neighbourhood Advice-Action  September 2017 Sun Fook Kong Construction
Mid-autumn Festival Visit Council Sham Shui Po District Group

Elderly Community Centre

AW [ER—DERIN] BHR BemEekPREALRS D —tFhA FEEEREE

The 23rd Considerate Contractors Site Award Development Bureau and September 2017 Sun Fook Kong Construction
Scheme — (Public Works — RMAA Works) Construction Industry Council Limited
— Bronze

FWEAEBBEFAE(IHIRE — #15 BRERBEXES —Z—+FNA HRBEERRR
RE  BERMETRE) — M

Wastewi$e Certificate — Good Level (Awarded  Environmental Campaign Committee  September 2017 Sun Fook Kong Construction
contract/site: Construction of Home Limited
Ownership Scheme at Sheung Lok Street,
Homantin)

BEEE — RITRR CEREH, 1 REREEHEES —tFN1A HREASERRAT
AXARLEEERRABIRETE)

Certificate Appreciation for joining Greeners Action November 2017 Sun Fook Kong Construction
Mooncake Box Recycling Program Group

IR AL NG EE TR RETE —t&+—-H R RREE

The Quality Public Housing Construction & Hong Kong Housing Authority November 2017 Sun Fook Kong Construction
Maintenance Awards 2017 — Outstanding Limited
Contractor for District Term Contract — Gold
Award

BEAHERRERRBRIEKNE2017 EBREZEE —tE+—-H HEBEERRRAA

REHERNERE GHARE
(BEHBERETR) - 2%

T-LFER|IFRAER
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Award
Name of Awards or Achievement Issuing Organisation Receiving Date Award Receiving Company
BESHREE HEBHE BxAM BRER
The Quality Public Housing Construction & Hong Kong Housing Authority November 2017 Sun Fook Kong Construction
Maintenance Awards 2017 — Outstanding Limited
Contractor (Building) — Silver Award
BELAFERENRESHERE2017 EEFEZES ZE—+F+-A HiEE e EBRAR
HMIIZER — GLARE (BE) - RE
The Quality Public Housing Construction & Hong Kong Housing Authority November 2017 Sun Fook Kong Construction
Maintenance Awards 2017 — Outstanding Limited
Contractor — Innovative Use of BIM
Technology (Highly Commended)
BELAFERENRERIERE2017 ERFERES S HiEE e EBRAR
MIIRER — AR — BEESER
itz &R (BERE)
Hong Kong Star Brand 2017 — Enterprise Hong Kong Small and Medium November 2017 SFK Construction Holdings
Enterprises Association Limited
HEBERmIE2017 — K BEPNIBEBE S “E—tFt+—H HEEEREERBRAF
Corporate Partnership Scheme 2017-2018 The Spastics Association of December 2017 Sun Fook Kong Holdings
Hong Kong Limited
R FET- N\FREYRNTE Ey “E—tF+A HERERERAR
The 8th Hong Kong Outstanding Corporate The Hong Kong Productivity Council  December 2017 Sun Fook Kong Construction
Citizenship Logo — Enterprise Category Group
FNEBEBGLOEAREFTE — BEAR BERLEENRER I HiEE R EE
CHAPTER 10 LOOKING AHEAD F+E RZ

As a key player in the construction industry, SFK is encouraged at the
progress that we have made. However, we would also beware of the
upcoming challenges and work we may face to maintain our
sustainability. We are continuously committed to addressing the
environmental and social impacts arising from our business and
operation. At the same time, we still find many new opportunities to serve
our customers and our stakeholders. We will continue to improve our
environmental and social performance with our commitment, experience
and capabilities. In the coming years, we will further prevent
environmental pollution, reduce environmental nuisances and minimise
waste on our construction sites. We look forward to having a positive
impact on our business, the environment and the communities where we
live and work for many years to come.
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APPENDIX 1 THE STOCK EXCHANGE ESG
REPORTING GUIDE CONTENT INDEX TABLE

PHEF—BEXFRIRIR - @R E LB EESI
ABEREIE

The Stock Exchange ESG
Reporting Guide
BRAERR  HER
ERBEE

Description

P

Chapter

B

A.
A.

Environmental

BiE

Aspect A1. Emissions
BEAT : P
General Disclosure

— AR R

KPI' A1.1

FASAEIE R AT

General Disclosure

Information on:

(@ the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
exhaust gas and greenhouse gas emissions,
discharges into water and land, and generation of
hazardous and non-hazardous waste.

— MR

BHERSORERBHN - MK RO  BERES

FEEMMEEZ

@ B R

b) BETFHETABEAZENHEMEERIIROIOER -

The types of emissions and respective emissions data.

e iR AR R ARREBE IR -

5.1 Emissions Control
Management

5.1 BERUZ S & 18

5.1 Emissions Control
Management

5.1 BERUIZ 61| & 38

KPI A1.2 Greenhouse gas emissions in total (in tonnes) and, where 5.1 Emissions Control
appropriate, intensity (e.g. per unit of production Management
volume, per facility).

BABEDIEIR A2 ERBATNE (UNEETE) R (WER) BE 5.1 BERIZHIE

KPI A1.3

<mu:ﬁ=“u FIERMEETE) o

Total hazardous waste produced (in tonnes) and, where

5.1 Emissions Control

appropriate, intensity (e.g. per unit of production Management
volume, per facility).
BABEDEIR A3 FEAEEREEDHEE (UBETE) R (WER)BE 5.1 BERIEHIE

(IMABESEN - BB ETE) -

KPI A1.4 Total non-hazardous waste produced (in tonnes) and, 5.1 Emissions Control
where appropriate, intensity (e.g. per unit of production Management
volume, per facility).

BBEDIEIRA14 FEAEZEEYHEE (UETE) R (WER)BE 5.1 BERIZHIE

KPIA1.5

BRI MUEIZA1.5

(IMABESEN - BB ETE) -

Description of measures to mitigate emissions and results
achieved.

B E SR BN EE R PTSR

—tFR|FTREEREEBR R A

5.1 Emissions Control
Management

5.1 BRI

71
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The Stock Exchange ESG  Description Chapter
Reporting Guide
BERATIRIR - B8R i -}
Bl EE
KPI A1.6 Description of how hazardous and non-hazardous wastes 5.1 Emissions Control
are handled, reduction initiatives and results achieved. Management
BB EIEIRALG HMEBEENEEEREYN L - BIKEE S HKR 5.1 BERIE I E 32
FTISAR o

Aspect A2: Use of Resources
A2 : BIRfFEH

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

—MRiRE BRERER(BIERER - K REARME) BIEGE

KPI' A2.1 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).

BARE IR A2.1 REAE S EE R SEEER(WE - |aoh)
EREEUTETENGE) REE (WABESEML
BRI ) -

KPI A2.2 Water consumption in total and intensity
(e.g. per unit of production volume, per facility).
BRENIEIRA2.2 BFKEREE (MUSESEM - BERBE) -
KPI A2.3 Description of energy use efficiency initiatives and results
achieved.
BB DIEIR A2.3 A BE IR AR ST B R ISRR -
KPI A2.4 Description of whether there is any issue in sourcing

water that is fit for purpose, water efficiency initiatives
and results achieved.

BB DIEIRA2.4 FHiSKEGE KR LRI B EARRE - A REA AR
FTEIRPIIGRR

KPI A2.5 Total packaging material used for finished products
(in tonnes) and, if applicable, with reference to per unit
produced.

BB DIEIRA2.5 SR mATABRMENES (LAEGE) & (EA)

BEEBMGE -
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5.2 Effective Use of
Resources
52EHER

5.2 Effective Use of
Resources

52ZRER

5.2 Effective Use of
Resources
52EAER

5.2 Effective Use of
Resources
52E5HER

5.2 Effective Use of
Resources

52ERER

Disclosure of packaging material
is omitted since it is not
identified as material aspect in
the business of SFK.
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The Stock Exchange ESG  Description
Reporting Guide

BIXRE  HER i
ERHEEL

Chapter

Aspect A3: The Environment and Natural Resources
BEA3 : IRIERRABIR

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

— MR ER BIEBEITAHIRERRAERERERZENBR -

KPI A3.1 Description of the significant impacts of activities on the

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

GBI 1R AS.1 HMEGFHEIRBERARAABERNERALER
EERREREUTENTE -

B. Social
B. #®
Employment and Labour Practices
EERETER
Aspect B1: Employment
EEB1 : B
General Disclosure Information on:
(@  the policies; and
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination and other
benefits and welfare.
— R AR -
@ Xk
) BETFHETABEAZENEBRTMNLERE FBER
A ILERE BRE - TERE - 2t RER
VA R B Ath 5738 S A8 R BV AR REVE 1R SR Bl & L -
KPI B1.1 Total workforce by gender, employment type, age group
and geographical region.
B A RUEIR B1.1 =R EERE  FRANRMERESNIES L -
KPI B1.2 Employee turnover rate by gender, age group and
geographical region.
BREBIEIEB1.2 IR - FEARI RME S D MESMALE -

5.3 The Environment and Natural
Resources
53IRIMREAAER

5.3 The Environment and Natural
Resources

BIRFRRAEIR

6.1 Employment and Respect for
Labour Rights

6.1 RREMEEE R

6.1 Employment and Respect for
Labour Rights
Bl EBREESEEE

6.1 Employment and Respect for
Labour Rights
A RBEREESEER
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The Stock Exchange ESG  Description

Reporting Guide
BERATIRIR - B8R
Bl EE

i

Chapter

Aspect B2: Health and Safety

BHEB2: f#RELE
General Disclosure

—RRIEE

KPI B2.1
R RIERB2.1

KPI B2.2
FRENIERB2.2

KPI B2.3

MR AERIERB2.3

Information on:

(@ the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to

providing a safe working environment and protecting

employees from occupational hazards.
BHAREZ2 TIFRERREREREBELESN
@ XK
) BFHETABEAZEOEBERZNBROIOER -

Number and rate of work-related fatalities.
B TR RTISE MO A B R LL R o

Lost days due to work injury.
EIGEETIERS -

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

B FTER AN B I S R B e 2 R 0 - DA RRABRARIAT
NEERFTE -

Aspect B3: Developing and Training

[EEB3 : R KET
General Disclosure

—RRIEE

KPI B3.1

BB AEIER B3

KPI B3.2

FASAAARIEIR B3.2

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

BRI EEET TIEBE N ANE LR EE
AIEIES -

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

ZHRREESERN(WeREERE RREEES)
EPXIMEEBRDL -

The average training hours completed per employee by
gender and employee category.
BRI REERERED - BEESTHRXIIN TR -
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6.2 Safety and Health

6.2 Safety and Health
6.2 LT MR

6.2 Safety and Health
6.2 R T HERE

6.2 Safety and Health
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6.3 Education, Training and
Career Development

B3HE - HII R ERRE
6.3 Education, Training and

Career Development

6.3H A - HiIRBEER

6.3 Education, Training and
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BIXRE  HER i
ERHEEL
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Chapter

Aspect B4: Labour Standards

BEB4 : 55 TA|

General Disclosure 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.

— MR EE BRI IEZE T oog b2 Ty

@ XK

o) BEFEHETABEAZENHEBERLROINER -
KPI B4.1 Description of measures to review employment practices

to avoid child and forced labour.

FRAE IR R B4 ft e RIS E AR e AR R Z T M oa 25

KPI B4.2 Description of steps taken to eliminate such practices
when discovered.
BB EE1R B4.2 A B IR BB S B B BB PR ERER Y 2 8% -

Operating Practices

LEED

Aspect B5: Supply Chain Management

[EEB5 - HEEER

General Disclosure Policies on managing environmental and social risks of
the supply chain.

—RRIEE ERHEHEANRE NS EBEEK

KPI B5.1
RS AE IR BS A

Number of suppliers by geographical region.
RS S HEREE -

KPI B5.2 Description of practices relating to engaging suppliers,
number of suppliers where the practices are being
implemented, how they are implemented and
monitored.

i BRI R EE B - MERTABENN
HEREE URBBEMNNRITRERTTE -

R IER BS.2

6.1 Employment and Respect for
Labour Rights

61RENRBELEiER

6.1 Employment and Respect for
Labour Rights
6l ERBREESEEE

6.1 Employment and Respect for
Labour Rights
BIEBREELSHER

7.2 Supply Chain Management

72 EEER

7.2 Supply Chain Management
72 EEEE

7.2 Supply Chain Management

72 BB E R
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Chapter

Aspect B6: Product Responsibility

[EEB6: EMET
General Disclosure

—RRIER

KPI B6.1

FAS AR AR IR 1R B6.1

KPI B6.2

RS IER B6.2

KPI B6.3

FRAENIERB6.3

KPI B6.4

RS A IR B6.4

KPI B6.5

FASAARIE1R B6.5

Information on:

(@ the policies; and

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

BHEFEHERIRBOERELZS &S  BHR

EEARERTER -

@ BEX: R

b) BEIFHETABEATZENHEMERLRIINER -

am

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

B &Sk BB R E m AR B Al % 2 B2 FTE h i 78 [B1 1 i)
Btk e

Number of products and service related complaints
received and how they are dealt with.
BEENEmIRBORFEE A REETE -

Description of practices relating to observing and
protecting intellectual property rights.
PR AR IR AR E R WA ED -

Description of quality assurance process and recall
procedures.
ot 2 10 E 1842 N BUR Fr -

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

U B & ERHRE RFLBEE - URBERITR
BERFE -
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7.1 Quality and Compliance
Management
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Management
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Chapter

Aspect B7: Anti-corruption

[BHEB7 : R&E)S
General Disclosure

—RRIEE

KPI B7.1

BASAE IR R BT A

KPIB7.2

B A RIERBT.2

Community
Fa )

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.

BRAGIERRRE - R - BEFROERER

@ BE: R

b) BEFHETABEATZENHEBERLROINER -

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

RERAAE T ASHESIRE T EEED
BT RARMTNEE RFRER

Description of preventive measures and whistle-blowing

procedures, how they are implemented and monitored.

Iy S R RART - AR RIT REER A o

Aspect B8: Community Investment

[EMEBS : ttRIEE
General Disclosure

—MRIRE

KPI B8.1

FRS AR AR IE 1R BB

KPI B8.2

RS IEIR BB.2

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.

B RS T L EMEMIETERN
HREAEREHGEBIHLENRZNBR

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

and sport).
HIEREE(HE  BRER  BIRK BE-
b - BBE) °

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

7.3 Moral Integrity and Anti-
corruption

7.3 Moral Integrity and Anti-
corruption

7.3 Moral Integrity and Anti-
corruption

BREAEERER

8 Community

8t

8 Community

8itE
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—E-LER | FESRREEERAR 77



CORPORATE GOVERNANCE REPORT
SREARE

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

According to code provision C.2.5 of the CG Code, the Company should
have an internal audit function. The Company does not establish a
standalone internal audit department, however, the Board has put in
place adequate measures to perform the internal audit function in relation
to different aspects of the Group. In 2017, 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.
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CORPORATE GOVERNANCE FUNCTIONS

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

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

THE BOARD

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

Board composition

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

Executive Directors

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

Mr. YUNG Kim Man

Mr. YEUNG Cho Yin, William

INEDs

Mr. LAM Leung Tsun

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

Each of the executive Directors has entered into a service agreement with
the Company for an initial fixed term of three years with effect from 10
December 2015, unless terminated by the respective Director or the
Company in accordance with the terms of the service agreement. Under
the code provision A.4.1 of the CG Code, the INEDs should be appointed
for a specific term. Each of the INEDs has entered into a letter of
appointment with the Company which shall last for a period of three
years with effect from 10 December 2015, subject to early termination in
accordance with the terms of the letter of appointment.

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

The three INEDs represent more than one-third of the Board, the
proportion of which is higher than what is required by Rule 3.10A of the
Listing Rules whereby 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.

80 SFK Construction Holdings Limited | Annual Report 2017

ESSHRRRARAEARR LB LRKEFERS
TRk - EFEE(REENEE  0F)
HFNAFREERSRERERE| —f  MHAX
Bk BREER - BREAREEN &
EEKEZHBENT - X1 REREMEALMA

BRTEFCRARAFLREHZE 8 -F—1
Ft-ATROFEBAEEH=F " LRIFFHES
AR RRBIRB HRIGKT ARLE - REELXE
BFRIZ FRMEXEAAIG  BIUFRTEEZE
TEEAEREH SBIUFRNTEFEARRF L
ZEH B-FT-RAFT_ATHEBRH=4F - (2
ARBR ERIFRERRTAR UL -

REEFERN  EF—EHEBTETWHRAUEI001) K
Mg BEEEL=ZLBIFNTES HbE
L BBURITESRAEENEEERR G
FRBEVHERER -

—REFRITEERRBE=D 2 —EFERMA
LR E TR R 310AEMRE « Bl ETM BT A
B IFATERARREL =D 2 —EFGHEM -
EXeRE EFTERDBY - RERRME

BYFHTESNE UM

BN TEFNRERAEFTTRUBULTEN
BR BEORRGEAKE - REBRMAEEN
EEND RERGRAESSNEFTZES =Yt
BUTBENER - 2RBUFNTEST2EER
EBIMBRARNRB]FEEMER -

ARBDEEEBIUIFNTESRE LMRANES.13
FRELNFEBIIEER K - ARAFERENS
VMR RAEBEIIFRTEZETA LTRAR
TEZBINE ©



CORPORATE GOVERNANCE REPORT

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

Functions of the Board and Management

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

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

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

Continuing Professional Development

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

FA - BEFERIOHEABICELMIT -

Attending training course(s)/
reading materials

Name of Director BEEH SERIEYIRE,HEER
Executive Directors HITES

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

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

Board attendance

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

During the Year, a total of 5 Board meetings and one annual general
meeting (the “2017 AGM”) of the Company were held and the attendance
records of the respective Directors at the Board meetings and the 2017
AGM are set out below:

ESgHEBR

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

FR ARABEBTTRARESTSEHL AR
RBAFRE([ZT—tFRERFAE])  BHE
EHFESEERR T LEREBEAEND
HEFIWT

Attendance/Number of
meetings during the Year

FRHERE BREHRE

Board Meetings the 2017 AGM
—E—tF
Name of Director EEnE EEees BRRBEAS
Executive Directors HITES
Mr. CHAN Ki Chun PRELZE 524 5/5 1/1
Mr. CHAN Chor Tung PRIE ST A& 4/5 11
Mr. YUNG Kim Man AR AE 5/5 11
Mr. YEUNG Cho Yin, William BRELE 5/5 11
INEDs BYKHTES
Mr. LAM Leung Tsun MRERE 3/5 11
Mr. JIM Fun Kwong, Frederick EE L 5/5 11
Mr. CHAN Kim Hung, Simon [ &l 7 5 A 5/5 11
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DIRECTORS’ AND OFFICERS’ LIABILITIES

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

BOARD COMMITTEES

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

Audit Committee

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

The primary duties of the Audit Committee are, among other things, to
assist the Board by providing an independent view of the effectiveness of
the financial reporting process, risk management and internal control
systems of the Group, to monitor relationship with external auditor of the
Group, to review the Group’s financial information, to oversee the audit
process and to perform other duties and responsibilities as assigned by
the Board.
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The members of the Audit Committee should meet at least twice a year.
During the Year, the Audit Committee has held 3 meetings, during which
the Audit Committee has, inter alia, reviewed the continuing connected
transaction of the Group; the external auditor’s statutory audit scope for
2017 and their independence; the consolidated financial statements of
the Group for the year ended 31 December 2016 and for the 6 months
ended 30 June 2017, including the accounting principles and practices
adopted by the Group, as well as the risk management and internal
control systems of the Group. The attendance records of the respective
members of the Audit Committee at its meetings are set out below:

ZEZEEKEREFELHEMR - FA - BEE
ECAMZRER  TERIAKENFERE
WEBUM  AEERBE_T-R"F+_A=1—
HIEFERHEZZE—tFRA=THIREAN
HAEMBRE  BRAKERKN S EREED
UEASEEREEENIFEFER - ARABZRZ
BB LR ERNEHINIT

Attendance/Number of
meetings during the Year

FRHBERE BREHLIE

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

Mr. LAM Leung Tsun

MRESTSE

Mr. CHAN Kim Hung, Simon

ok &I 2 A

Remuneration Committee

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

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

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

3/3
2/3

3/3

FMEES

ARARR_E—AF+—AtTAARIHEMEES -
WHRIE £ RIS 3.25 ik R REAT RIS B.A 5RET
VERBRELE FHZEEAMBBIULIERTE
ERYUERENEDAEER —RATEEHEE
FEMRK - RRUEELEBRZERTHEREIE -

FHZBEMEIZRAER/ (KT ) flELRTE
ELRRAEEENHFIBRLRE  IREERS
RERBNHFMGTERIEEZR EERAERSH
ATEHFBFED BISNAF RS SRR TS
%9

FARREREBKENHIEEFSHIOT

Remuneration band (HK$’000) HENEE (F#8 ) Number of individual

AE
0-1,000 0%£1,000 1
1,000-2,000 1,000 £ 2,000 8
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The members of the Remuneration Committee should meet at least once
a year. During the Year, the Remuneration Committee held 1 meeting,
for, inter alia, reviewing the remuneration packages for individual
executive Directors and senior management and making
recommendations to the Board. The attendance records of the respective
members of the Remuneration Committee at its meetings are set out
below:

TRERBE

FHEZEEKEEREFELHE R - FR - FHZ
BECAR—XRE€#H  TERSEANTERFES
REEENFMTE  MEFSRLES - FHKE
HEHME B e @RS T

Attendance/Number of
meetings during the Year

FRHERE BREHLIE

Mr. CHAN Kim Hung, Simon (Chairman)
PR & ST A (/)

Mr. JIM Fun Kwong, Frederick

= b e

Mr. YEUNG Cho Yin, William
BREERE

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:
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MODEL CODE FOR SECURITIES TRANSACTIONS

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

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

COMPANY SECRETARY

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

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

FINANCIAL REPORTING

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

The responsibilities of KPMG, the external auditor of the Company, with

respect to financial reporting are set out in the section headed
“Independent Auditor’s Report” in this annual report.
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EXTERNAL AUDITOR AND AUDITOR’S
REMUNERATION

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

ﬁ%kk

HE

5180 43 B B % 43 B B i A

XS EBH S ST ([ 12800 ) BR T
RARRSNEFAZERED - FA - SAAABED A ANEE R
HREAEEN BN ERRIMT

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

Audit of annual financial statements
Review of continuing connected transactions

ERRE R E

BT FEMEHRE
ERX 5

3,273
72

3,345

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

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

INTERNAL CONTROL AND RISK MANAGEMENT

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

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

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

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

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

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

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

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

Participation at general meetings

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

Convening of SGM and Putting Forward Proposals at
General Meetings

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

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

Right to Put Enquiries to the Board

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

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

Any Shareholder who wishes to nominate a person to stand for election
as a director at general meeting of the Company, the following
documents must be validly served on the company secretary at the
Company’s principal office in Hong Kong (Rooms 3207-10, 32/F, Great
Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong) or to the branch
share registrar of the Company (Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong), provided that the minimum length of the period,
during which such documents are given, shall be at least seven days and
that (if such documents are submitted after the despatch of the notice of
the general meeting appointed for such election) the period for lodgement
of such documents shall commence on the day after the despatch of the
notice of the general meeting appointed for election of director and end
no later than seven days prior to the date of such general meeting:

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

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

(i)  the biographical details of the Nominated Candidate as required
under Rule 13.51(2) of the Listing Rules for publication by the
Company.

CONSTITUTIONAL DOCUMENTS

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

BOARD OF DIRECTORS
Executive Directors

Mr. Chan Ki Chun, aged 61, 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 38 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.

Mr. Chan Chor Tung, aged 61, 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 27 years of experience in the building and construction industry. Mr.
Chan joined the Group in April 1990. Prior to joining the Group, Mr. Chan
served as a civil engineering estimator of Shui On Civil Contractors
Limited, a building contractor company, and was primarily responsible for
negotiation, planning and programming for tendering from 1989 to 1990.
Mr. Chan is a member of the Chartered Institution of Civil Engineering
Surveyors in the United Kingdom, a member of the Royal Institution of
Chartered Surveyors in the United Kingdom and a member of the Hong
Kong Institute of Surveyors. Mr. Chan holds a bachelor’s degree in civil
engineering from the National Cheng Kung University in Taiwan.
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Mr. Yung Kim Man, aged 56, was appointed as a director of the
Company on 1 July 2014 and has been an executive director since then.
He is an executive director of our construction and civil division since
January 2017 where he is primarily responsible for the overall monitoring
and management of projects in the construction and civil division of the
Group and safety and environmental issues. He is also a managing
director of Chit Cheung Construction Company Limited (an indirect
wholly-owned subsidiary of the Company) since 1 June 2011 where he is
responsible for its overall management and a director of various of our
subsidiaries. Mr. Yung has over 33 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 @ member of the American Society of Civil Engineers and the
Hong Kong Institution of Engineers. Mr. Yung holds a diploma in civil
engineering from the Hong Kong Baptist College (now known as the
Hong Kong Baptist University), a bachelor’s degree in building
engineering (construction engineering and management) from the City
University of Hong Kong and a master’s degree of science in construction
project management from the City University of Hong Kong.

Mr. Yeung Cho Yin, William, aged 56, was appointed as a director of
the Company on 1 January 2015 and has been an executive director
since then. He is the chief financial officer of the Group since June 2007.
He is also a director of SFK Housing Services (China) Limited (an indirect
wholly-owned subsidiary of the Company), High Horse Holdings Limited
(an indirect wholly-owned subsidiary of the Company) and Consent
Consultants Limited (an indirect wholly-owned subsidiary of the
Company). He joined us in November 1993 and since then he is primarily
responsible for our overall financial and accounting management of the
Group. Prior to joining the Group, Mr. Yeung served as an accountant of
Kwan, Wong, Tan and Fong BDO (now known as Deloitte Touche
Tohmatsu), Certified Public Accountants, from July 1987 to November
19983 where he specialised in their audit practice. Mr. Yeung holds a
professional diploma in accountancy from The Hong Kong Polytechnic
(now known as the Hong Kong Polytechnic University).
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Independent Non-Executive Directors

Mr. Lam Leung Tsun, aged 61, 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 31 years of management experience. He is presently the sales
director of Niche-Tech (Hong Kong) Limited, an advanced materials
supplier for the semiconductor and microelectronics industries.
Previously, Mr. Lam worked as the general manager of Atmel Asia
Limited, a subsidiary of Atmel Corporation (Nasdag: ATML), a company
listed on the NASDAQ Stock Exchange, which is principally engaged in
the design and manufacture of Semiconductor solutions, where he was
responsible for overseeing the operations of the company.

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

Mr. Jim Fun Kwong, Frederick, aged 70, was appointed as an
independent non-executive director of the Company on 19 November
2015. Mr. Jim is an experienced agent of a local securities company
since May 2007. As a licensed representative of type 1 (dealing in
securities) and type 2 (dealing in futures contracts) of the regulated
activities as defined under the Securities and Futures Ordinance (cap.571
of the Laws of Hong Kong), he joined such company in September 1996
and he is primarily responsible for dealing in securities and future
contracts. Mr. Jim has over 40 years of experience in the financial
services industry. Prior to joining such company, he served as an
investment consultant in Sun Hung Kai Securities Limited, a stock
brokerage company from August 1977 to September 1996, where he
was primarily responsible for retail sales of securities and related products
in the marketing department. He served as a staff accountant of Arthur
Andersen & Co., an international audit firm where he was primarily
responsible for providing services in auditing from November 1973 to
April 1975.

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

Mr. Chan Kim Hung, Simon, aged 61, was appointed as an
independent non-executive director of the Company on 19 November
2015. Mr. Chan has retired since April 2006. Mr. Chan has over 25 years
of experience in treasury and capital markets and had served various
trading and managerial roles in Hong Kong and Singapore. He joined the
Royal Bank of Scotland plc., (“RBS”) Hong Kong branch as a dealer in
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June 1981, and since then he began his 25 years of progressive career
advancement within RBS’s treasury and capital markets/financial markets
business in both Hong Kong branch and Singapore branch. Mr. Chan
last held the position of Head of Treasury and Capital Markets, Hong
Kong, prior to the relocation to the Singapore branch in October 1998.
Subsequent to transferring to the Singapore branch, Mr. Chan was the
treasurer of Treasury and Capital Markets, Singapore in 1999, assuming
full responsibility for the Singapore branch’s treasury and capital market
operations. Mr. Chan last held the position of the Head of Front Office
Infrastructure prior to his retirement from RBS and returning to Hong
Kong in May 2006.

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

SENIOR MANAGEMENT

Mr. Lee Wai Shing, aged 63, is a managing director of our construction
and civil division and is primarily responsible for overseeing the building,
civil and maintenance operations of the Group in Hong Kong and Macau.
He is also a director of several of our subsidiaries and joint ventures. Mr.
Lee has over 35 years of experience in the building and construction
industry and his areas of expertise include site formation, bridges, roads,
drainage works and buildings. Mr. Lee joined the Group in November
1989.

Mr. Fung Kit Man, aged 60, is a director of our construction division
and is primarily responsible for the overall management of projects in our
construction division. He is also a director of Sun Fook Kong
Construction Limited, Sun Fook Kong (Civil) Limited and Consent
Consultants Limited (all being indirect wholly-owned subsidiaries of the
Company). Mr. Fung has over 24 years of experience in the construction
industry. Mr. Fung joined the Group in June 2001.

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

Mr. Lam Wai Ki, Davie, aged 57, is a director of our quantity surveying
division and is primarily responsible for the overall monitoring and
management of quantity surveying, contractual disputes and litigation
matters in our construction division. He is also a director of Linktech
Engineering & Landscape Consultants Limited (an indirect wholly-owned
subsidiary of the Company). Mr. Lam has over 38 years of experience in
the building and construction industry. Mr. Lam joined the Group in
January 1988.
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Mr. Lam is a member of the Hong Kong Institute of Surveyors and the
Royal Institution of Chartered Surveyors in the United Kingdom. Mr. Lam
holds a bachelor’s degree in quantity surveying from the University of
Reading in the United Kingdom, which was taught in conjunction with the
College of Estate Management in the United Kingdom.

Mr. Szeto Chi Wing, aged 51, 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 Biwater Man Lee
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 33 years of
experience in the civil engineering industry and he joined the Group in
July 1989.

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

Mr. Tsoi Chiu Yin, aged 51, is a director of our estimating and
contracting division and is primarily responsible for the overall
management of our estimating and contracting division. He is also a
director of Grand Win Design Consultants Limited (an indirect wholly-
owned subsidiary of the Company) and Build.it Limited (an indirect
subsidiary of the Company). Mr. Tsoi has over 25 years of experience in
the civil engineering and building construction industry. Mr. Tsoi joined
the Group in October 1992.

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

Mr. Au Man Kiu, Derek, aged 58, is a director of our civil division and is
primarily responsible for the overall management of projects in our civil
division. He is also a director of Biwater Man Lee Limited and Chit
Cheung Construction Company Limited (both being indirect wholly-
owned subsidiary of the Company). Mr. Au has over 34 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.

— =
=
=

—tEFER | FTREREEZEREBBERA

EEKkEREEERE

MELERBBNEMEE KRB EFTFFFRERMS
BEE WESKHEET AENIHAIERLEW
(RRFAFMEERSRAEER) -

AEERELE 515 RATHAERNES =
ZEEEREANEELARBHIRAE - a5/
MEFREE - RARBABXANIRERAT - #
EREERARALBEIRREMERBRAR (%
ERAPA/RRFNHEL2EMBART)NES - A
EREEFBBFLAIRITERR  R—ANAN
FEAMARER -

A EARBRTHRERE (ETHE)BER
mET
%

REERFHHAEBMBEEXSE  HHRE
BRLEAENTIHAEZLEM REFBE
EIREL & F R ARRIB L BT -

= m®

> m

EEAKE S HPGERANNNES =
ZREHERAOBNEREE - WA RKNRAH
E2ENBARABRFTERAER R R AR
EMBARZEEAMBHERARNES - 84
BEBRBFIATIRERBEFREETELR R
—NAZF+AMALRER -

BEERRNEEERESCERESHEERE
CERCE MAREBHFLIARIRIEME2Y
EERNEMEZEEE  FERNBRERENEAE
BIE LB -

BHAKE 585 TAIRBEE xEBEL
ARTIRFMEENREBER - RSB AT XHIE
BERARREEZEGR AR (MERA R R/ART]
MEEZEMNBERR)ES - BAEHEFEIMFLIA
TRITELR R NANZEFHEAMALTER - B%
ERBEBIEMEGEIEE -

95

i
o



BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EENREREEERE

Mr. Kwok Chi Wah, Andrew, aged 49, is a director of our housing
services/maintenance division and is primarily responsible for the overall
monitoring and management of projects in our building maintenance,
housing services and property management. He is also a director of
various of our subsidiaries. Mr. Kwok has over 27 years of experience in
the building maintenance and properties management industry. Mr. Kwok
joined the Group in December 1990.

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

Ms. Lee Yeuk Lui, Rosa, aged 45, 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 23 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 59, is the senior administration
manager and company secretary of the Group and is primarily
responsible for the personnel, office administration, company secretarial
and insurance matters of the Group. Ms. Tang has over 21 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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The Directors are pleased to present this annual report together with the
audited consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the Group are general building, civil engineering and the
provision of other services, which comprise mainly housing and property
management services (such as the provision of cleaning services and
security management services) and BIM services to real estates in Hong
Kong and the PRC. The principal activities and other particulars of the
subsidiaries of the Company are set out in note 12 to the consolidated
financial statements.

PRINCIPAL PLACE OF BUSINESS

The Company is a limited liability company incorporated in Bermuda and
its principal place of business in Hong Kong is situated at Rooms 3207-
10, 32/F, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong.

SEGMENT INFORMATION

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

RESULTS AND DIVIDENDS

The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 129 of this annual report.

The directors recommended the payment of a final dividend of HK18.5
cents per Share for the Year (2016: HK17.5 cents per Share), amounting
to approximately HK$74 million (2016: HK$70 million). Such payment of
dividends will be subject to the approval of the Shareholders at the
forthcoming annual general meeting to be held on Wednesday, 23 May
2018 (the “2018 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 Tuesday, 29 May 2018. It is
expected that the proposed final dividend will be paid on or about
Tuesday, 12 June 2018.

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

In order to establish entitlements to attend and vote at the 2018 AGM,
the register of members of the Company will be closed from Thursday,
17 May 2018 to Wednesday, 23 May 2018, during which period no
transfer of the Shares will be registered. Shareholders of the Company
are reminded to ensure that all completed share transfer forms
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor Investor Services
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong not later than 4:30 p.m. on Wednesday, 16 May 2018.

In order to establish entitlements to the proposed final dividend, the
register of members of the Company will be closed on Tuesday, 29 May
2018, during which no transfer of the Shares of the Company will be
registered. Shareholders of the Company are reminded to ensure that all
completed share transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar in
Hong Kong, Tricor Investor Services Limited, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on
Monday, 28 May 2018.

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 208 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$85,000 (2016: HK$470,000).

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 132
of this annual report and the details of reserves attributable to equity
shareholders of the Company are set out in note 19 to the consolidated
financial statements.

SHARE CAPITAL

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

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

PRE-EMPTIVE RIGHTS

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

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

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

SHARE OPTION SCHEME

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

Purpose of the Scheme

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

Participants of the Scheme

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

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

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

(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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Shares available for issuance

The maximum number of the Shares in respect of which options may be
granted under the Scheme and under any other share option schemes of
the Company (excluding, for this purpose, shares which would have been
issuable pursuant to options which have lapsed in accordance with the
terms of the Scheme or any other share option scheme of the Company)
must not in aggregate exceed 10% of the total number of Shares in issue
as at Listing Date, being 40,000,000 Shares, excluding for this purpose
Shares which would have been issuable pursuant to options which have
lapsed in accordance the terms of the Scheme (or any other share option
schemes of the Company). The Company may, subject to the issue of a
circular, the shareholders’ approval in general meeting and/or such other
requirements prescribed under the Listing Rules, refresh this limit at any
time to 10% of the Shares in issue as at the date of the Shareholders’
approval and/or grant options beyond the 10% limit to eligible
participants specifically identified by the Board. The above is subject to
the condition that the maximum number of the Shares which may be
issued upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other share option schemes of the
Company at any time shall not exceed 30% of the Shares in issue from
time to time. No options shall be granted under any schemes of the
Company (including the Scheme) if this will result in the 30% limit being
exceeded.

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

Maximum entitlement of each eligible participant

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

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

Payment on acceptance of the option

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

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

Basis of determining exercise price of the option

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

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

(i)  the average of the official closing prices of the shares as stated in
the Stock Exchange’s daily quotation sheets for the five business
days immediately preceding the date of grant; and

(i) the nominal value of a share.

RETIREMENT SCHEMES

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

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

Executive Directors

Mr. CHAN Ki Chun
(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 91 to 96 of this annual report.

DIRECTORS’ RETIREMENT AND RE-ELECTION

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

Mr. Chan Chor Tung, Mr. Yung Kim Man and Mr. Chan Kim Hung, Simon
will retire by rotation and, being eligible, offer themselves for re-election at
the 2018 AGM pursuant to bye-law no. 84 of the Bye-Laws.

INDEPENDENCE OF INEDs

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

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

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

Save as disclosed above, none of the Directors proposed for re-election
at the 2018 AGM has or is proposed to have a service contract with any
member of the Group which is not determinable by the Group within one
year without payment of compensation, other than statutory
compensation.

EMOLUMENT POLICY

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

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

REMUNERATION OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

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

DIRECTORS’ MATERIAL INTERESTS IN CONTRACTS

Save as disclosed in this annual report, no transactions, arrangements
and contracts of significance in relation to the Group’s business to which
the Company or any of its subsidiaries was a party and in which the
Director or an entity connected the Director had a material interest,
whether directly or indirectly, subsisted at any time during the Year.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

Interests in the Company

As at 31 December 2017, 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.

Interests in associated corporations of the Company

As at 31 December 2017, 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:

EERBEETHRARRKR  HEKRHG R
REEnEaR%e

RA QT MRS

HEZZ—+F+-A=+—H ARAEFHK
SITHRABMERARR KD - HERDREES
hHEARBEEEENESN BEEF LR ([EH
NEREIGGI D EXVEE 7 K8 BiAME AR A K&
R E SOk R (BRREES B FRIINE R
X EFRRREAENERIRR) - IBARE
& 75 MG (R0 5 362 IR7A B RO A IR P B AE it 49
BEIRE  IHEERBRETIEMNEARALR
B FTEVRESR SRR ©

RAEQFEBEE N ER

HEZZ—+F+-A=1+—H XRIDEFIK
BITBABRARBEEEE (E&RESRBE K
BIFEXVED) BB D ~ AR R EAERE T () B RIE
EHF MG ROIEXVEET7 R8N EAMEARR R
BRAEERIAR (BREREES KA KRIINE
B EFRRRAEENOESIAR)  HEE
IRIR B 5 I (501 5 352 (R B R R SZ IR FT I & 5
e sR B - k(i) EERBFEETRANER
RA R SOR R AT

Number of  Approximate
Name of Shares (long percentage of
Name of Director associated corporation Capacity position)  shareholding
RGHE BARR
EEnE HEEE AR &4 (FR) Aot
Mr. Chan Ki Chun Sun Fook Kong Group Limited  Interest in controlled corporation 97,599 3.54%
PR B2 5 A (the “SFK Group”) (Note 1)
FRBREERAR RyEEERER (1)
(MFhEssEl)
Note 1:  Mr. Chan Ki Chun beneficially owns the entire issued share capital of Growth Asset FRFE 1 : BRI %5 4 E 23 % Growth Asset Holdings Limited ([ Growth

Holdings Limited, a company incorporated in the British Virgin Islands with limited
liability (“Growth Asset”). By virtue of the SFO, Mr. Chan Ki Chun is deemed to be
interested in the 97,599 shares of SFK Group held by Growth Asset.
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Save as disclosed above, as at 31 December 2017, none of the Directors
nor chief executive of the Company has registered any interests or short
positions in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the
SFO) (i) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which were taken or deemed to have under
such provisions of the SFO); or (ii) which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein;
or (iii) which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY

So far as the Directors are aware, as at 31 December 2017, 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:
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Approximate

Number of Shares percentage of

Name of shareholder

Nature of interest

(long position)

shareholding

RGHE BARR
BRMEEB EEME (F8) Ba
SFK Group Beneficial owner (Note 1) 300,000,000 75%
MR RE BEmEAA(MEE1)
Good Target Limited Interest of controlled corporations 300,000,000 75%
(“Good Target”) (Notes 1 and 2)
R EEER (1 R2)
Ocean Asset Holdings Limited Interest of controlled corporation 300,000,000 75%
(“Ocean Asset”) (Notes 1 and 2)
EEEE g (1 k2)
Mr. Lo Kai Shui (“Mr. Lo”) Interest of controlled corporations (Note 2) 300,000,000 75%
BRORSEAE(TEEED RirrE R (M 2)
Mr. Hu Liang Ming Raymond Beneficial owner 11,940,000 2.98%
tAsm A% & EmBEAA
Mr. Hu Liang Ming Raymond Beneficiary of a trust 10,000,000 2.5%
AR A BEERHmA

SELERIFEERRE

EHRRA
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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 2017, the Directors were
not aware of any other persons who had or deemed or taken to have any
interests or short positions in the Shares, underlying Shares or
debentures of the Company which would fall to be disclosed under the
provisions of Divisions 2 and 3 of Part XV of the SFO or which were
required to be recorded in the register of interests required to be kept by
the Company under Section 336 of the SFO.

CONTROLLING SHAREHOLDERS’ INTEREST

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

DEED OF NON-COMPETITION

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

Each of the Controlling Shareholders has given an annual declaration to
the Company confirming that he/it has complied with the non-compete
undertakings provided to the Company under the said deed of non-
competition. The INEDs have reviewed the status of compliance and
enforcement of the non-compete undertaking and confirmed that all the
undertakings thereunder have been complied for the Year.
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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 82.1% (2016: 71.2%) of the Group’s total revenue for
the Year. The largest customer accounted for approximately 38.6% of
the Group’s total revenue for the Year (2016: 19.9%).

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 17.8% (2016: 18.3%) of the
Group’s total purchase costs for the Year. The largest supplier accounted
for approximately 4.0% of the Group’s total purchase costs for the Year
(2016: 4.6%).

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

MANAGEMENT CONTRACTS

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

MATERIAL RELATED PARTY TRANSACTIONS

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

(@ note 23(b)(ii) to the consolidated financial statements in relation to
rental expenses, license fees, air-conditioning and service charges
(the amount of which being HK$9.0 million as disclosed in note
23(c) to the consolidated financial statements); and

(b)  note 23(b)(vi) to the consolidated financial statements in relation to
property management services and property consultancy services
income (the amount of which being HK$5.3 million as disclosed in
note 23(c) to the consolidated financial statements)

are non-exempt continuing connected transactions which are subject to
the reporting, annual review and announcement requirements but exempt
from the independent shareholders’ approval requirements pursuant to
the Listing Rules. Further details of these continuing connected
transactions are set out in the section below headed “Continuing
Connected Transactions” under paragraphs 1 and 3, respectively.
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Part of the material related party transactions entered into by the Group
during the Year as set out in note 23(b)(i) to the consolidated financial
statements in relation to housing management and related service
income (the amount of which being HK$13.1 million as disclosed in note
23(c) to the consolidated financial statements) are non-exempt continuing
connected transactions which are subject to the reporting, annual review
and announcement requirements and independent shareholders’
approval requirements pursuant to the Listing Rules. Further details of
these continuing connected transactions are set out in the section below
headed “Continuing Connected Transactions” under paragraph 2.

The Group has applied to the Stock Exchange for, and the Stock
Exchange has granted it, a waiver (the “Waiver”) from strict compliance
with the announcement and (where applicable) independent
shareholders’ approval requirements of the Listing Rules in respect of
some of the above-mentioned continuing connected transactions.
Further details are set out in the section below headed “The Waiver”.

Part of the material related party transactions entered into by the Group
during the Year as set out in note 23(b)(i) to the consolidated financial
statements in relation to housing management and related service
income (the amount of which being HK$0.6 million as disclosed in note
23(c) to the consolidated financial statements) constitute connected
transactions which fall below the de minimis threshold and hence exempt
from reporting, announcement and independent shareholders’ approval
requirements pursuant to the Listing Rules.

Part of the material related party transactions entered into by the Group
during the Year as set out in note 23(b)(vi) to the consolidated financial
statements in relation to property management services and property
consultancy services income (the amount of which being HK$0.1 million as
disclosed in note 23(c) to the consolidated financial statements) constitute
connected transactions which fall below the de minimis threshold and
hence exempt from reporting, announcement and independent
shareholders’ approval requirements pursuant to the Listing Rules.

Part of the material related party transactions set out in note 23(a) to the
consolidated financial statements in respect of the remuneration of the
Directors constitute connected transactions exempt from reporting,
announcement and independent shareholders’ approval requirements
pursuant to the Listing Rules.

Save as disclosed above, the Directors consider that those material
related party transactions disclosed in note 23 to the consolidated
financial statements did not fall under the definition of “connected
transactions” or “continuing connected transactions” (as the case may
be) in Chapter 14A of the Listing Rules which are required to comply with
any of the reporting, announcement or independent shareholders’
approval requirements under the Listing Rules. The Company has
complied with the disclosure requirements in accordance with Chapter
14A of the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS

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

(1)

Moon Yik Agreements

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

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

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

(i)  the lease of the Office Premises to SFK Management was
renewed for a term of three years commencing from 1 April
2016 and ending on 31 March 2019 at a monthly rental
(exclusive of government rates, air- conditioning charge and
service charge in relation to the management of the Office
Premises) of HK$596,731.20, a monthly air-conditioning
charge of HK$34,923.20 (subject to adjustment) and a
monthly service charge of HK$53,713.40 (subject to
adjustment); and

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

During the Year, the expenses for the lease of Office Premises and
the use of the Car Parking Spaces paid under the Renewed
Tenancy Agreement amounted to approximately HK$8.83 million
(2016: HK$6.57 million), which were within the annual caps for the
Year.

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

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

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

REPORT OF THE DIRECTORS
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(2 EHEREVWERHWBITINBERRBEEHN

—T-RFEHATER  ARFHEEE2EME
REFEEEFTREARABA(HEEET])
HEERNEERERAR(EEDE ) RE#H
BEBRAR (TR DI LATBERRBEH

Company, Limited (“GEPM”) and Longworth Management Limited (MERRBELD]D)
(“Longworth”):
As disclosed in the
Prospectus
RARERAFRE
Annual cap for
Date of the year ended
contract Parties Scope of services Term Fees 31 December 20170
BE-Z-tf
tZB=1-H
SHA% 85 e -4 LEERERLRY
(approximate
HK$000)
(BTAR)
17 Apri 2015 - GEPM{(for and on behaff of the Provision of cleaning and pest 1 May 2015 to 30 April 2017 Basic fees of HK$321,837 per 1480
“E-1E owners of Great Fagle Centre control senvices by SFK Housing “T-RFRA-AZCE-HEMAZTA  month(subjecttoany
mA+tA at 23 Harbour Road, Wancha, in relation to Great Eagle Centre additional service fee for
Hong Kong (‘Great Eagle Centre”)  of which Great Eagle and its other related senvices
EZ0E (RRANEREN subsiceries (‘Great Fagle Group' provided by SFK Housing)
ERERTHEEDL is the majorty owner ARBRER W ST AT (HEE
(EE#L)EEN) TREETHEE R (BERENBAT BFRENZHRERRERN
- SFKHousig ([BEEE)) REAEREEEA R kg
NRAET FERMERY
17 April 2015 — GEPM(for and on benaff of the Provision of cleaning and pest 1 May 2015 to 30 April 2017 Basic fees of HK$93,254 per 40
ZE-1F owners of Great Eagle Centre control senvices by SFK Housing T-RERA-AEZE-LEMA=THE  monthi(subjecttoany
AttA and Harbour Centre at 25 in relation to the development adaftional service fee for
Harbour Road, Wanchai, common areas within Great Eagle other related-services
Hong Kong (‘Harbour Centre’)) Centre and Harbour Centre provided by SFK Housing)
EZNE(RZERRLR TRARTHEEPLERERLAM HAERGR0 AT TR
REAEFALEL% BREA LRI REAZRNARK EFRENZHAERRASN
gEnL (DAL EEA) k#E)
- SFKHousing
TRAET
17 April 2015 — GEPM for and on hehaf of the Provision of cleaning and pest control 1 May 2015 to 30 April 2017 Basic fees of HK$17,909 per month 90
231 owners of the public car parks senices by SFKHousing nrelainto.~~ —2-RERA-AZ-5—+EMA=THE  (subjecttoany adcltional senioss
AttH at 4/F-T/F within Great Eagle Eagle Harbour Public Car Parks fee for other related services

Centre and Harbour Centre
(‘Eagle Harbour Public Car Parks”)
EZ0E (RRARNEEDD
REETLR4ZTRANLE
R ERLARER)ERA)
- SFKHousing
FRAET

FREETREELABESRIELR
HER%

provided by SFK Housing)

EREREAT AT (FRE
EFRENEMAERKAZL
F#E)
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As disclosed in the

Prospectus
RARERAERE
Annual cap for
Date of the year ended
contract Parties Scope of services Term Fees 31 December 20170
BEz8-tF
+ZB=1-H
GElE 8% e 3 -4 LEENERLRY
(approximate
HKS'000)
(B Tr)
17 April 2015 — Longworth (for and on behalf of Provision of cleaning works and periocical 1 May 2015 to 30 April 2017 Basic fees of HK$761,264 per month 3500
ZE-1E the owners of the high block of deep cleaning senvices by SFKHousng ~ “5—-TFRA-AE-F-tEMA=TH  (subject o any adoitional senice
mA+tA Langham Place at 555 Shanghai in relation to the High Block of fee for other related services
Street, Mongkok, Kowloon, Langham Place of which Champion Real provided by SFK Housing)
Hong Kong (the "High Block of Estate Investment Trust (*Champion REIT) AXEESRT6 0B
Langham Place’) is the majorty owner EFRENLLEBRRESN
R (RRUNERNE TRAETANEN R (RREEET ke
RALEGSSINEIEE  (REEEER)BESENUERA)
(9B HEA) RRERIRLESRERZRE
- SFKHousing
TRAET
17 Apri 2015 — GEPM(for and on behaff of the Provision of cleaning works and periodical 1 May 2015 to 30 April 2017 Basic foes of HK$1,824,978 per 8,760
“E-1E owners of the Langham Place deep cleaning senvices by SFK Housng i+ —5—T#RA-AE-F—tEMAZTH  month (subject o any adcltiondl
mA+tA Retai Tower, Carpark and relation to (g) the Langham Place Retal senvices fee for other related

Note (1): Given that the Cleaning Services Contracts commenced on 1 May 2015 and

Qther Portions) Tower, and Carpark that are wholly owned
EZNE(RRHENZE by Champion REIT;and [5) other portons
KE - BEEREMBHEEA)  ofwhich mainly consistof the footbridges,
- SFKHousing funnel, development common areas and
HRAET common areas Senving the Langham Place

Retail Tower and High Block of Langham
Place
HERETREIEISEARREER
(BEREZEALERAR) Rk
PH(2OETAKE BE BR
BR D REBZHTEAER
BEREBRO M, RIEER
TRREHAERZRE

senvices provided by SFK Housing)

EREREA1 84 8RR
RETRENLDEBREER
bk%E)

FFE(Y) - ERBRRBAON T —RHFRA—HERLR

expired on 30 April 2017, the annual caps for the year ended 31 December
2017 were determined based on the fees receivable for the period from 1
January 2017 to 30 April 2017.

As disclosed in the Prospectus and set out above, the Board
estimated that the annual cap under the Cleaning Services
Contracts would be HK$14.260 million (this annual cap was
determined based on the fees receivable for the period from 1
January 2017 to 30 April 2017 since the term of the Cleaning
Services Contracts would expire on 30 April 2017) for the year
ended 31 December 2017.
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GEPM and Longworth are indirect wholly-owned subsidiaries of
Great Eagle and Mr. Lo, a Controlling Shareholder, was the then
deputy managing director and executive director at the time of
entering into the continuing connected transaction and is a
controlling shareholder of Great Eagle. As such, GEPM and
Longworth are connected persons of the Company for the purpose
of the Listing Rules. Accordingly, the transactions contemplated
under the Cleaning Services Contracts constitute continuing
connected transactions of the Company under Chapter 14A of the
Listing Rules.

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

During the Year, the service fees received by the Group under the
Cleaning Services Contracts amounted to HK$13.1 million, which
was within the annual cap for the Year (2016: HK$39.97 million).

Foshan Baode Agreements

LB YWEEE AR A7 (Foshan Baode Building Management
Limited*) (“Foshan Baode”), an indirect wholly-owned subsidiary of
the Company, has through its head and branch offices entered into
a number of service or rental agreements (the “Previous Service
and Rental Agreements”) with various subsidiaries of SFK Group
prior to the completion of the acquisition of the entire equity interest
of Foshan Baode from ¥711&@ &% &1 8% (R I1) BR A 7] (Sun Fook
Kong Investment Holdings (Shenzhen) Limited”), a wholly-owned
subsidiary of SFK Group. All the Previous Service and Rental
Agreements expired on 31 December 2016.
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On 11 January 2017, Foshan Baode, through its head and branch
offices, entered into renewed service and rental agreements to
renew some of the Previous Service and Rental Agreements (each
the “Renewed Agreement” and collectively the “Renewed
Agreements”) and also three new services agreements (each the
“New Agreement” and collectively the “New Agreements”) with

various subsidiaries of the SFK Group as follows:

R-Z—tH—A+—B HLERSEBEAR
BBy BRI LB IRTS R E W - A
BEEETERE LG (BRI RERHH
RGHA [ZERENHE]  RETFERRE
BEENE THB AR =M RBHE(E
[ MRS [ZEFHHED T

Annual Cap

Date of for the
New Agreement/ year ended
Renewed Term/ 31 December
Agreement Parties Scope of services Renewed Term Fees 2017
BE-2-tF

t=Azt-8

VRS LEENFE
g ELEE HE RBEE EH/ENER ER LR
(approximate

RMB'000)

(B4

AREFT)

Mlanuary 2017 — BUTHERRHERE Provision of property consultancy 1 January 201710 Basic fee of RMB200,000 2,880

—E—t+%
-A+-8

AR A7 (Foshan Xin Yun Tai
Real Estate Development
Company Limited?)

—  Foshan Baode (through its
Foshan head office)

- BUTFEREHEREER
2]

- BRUEG(ERARLERER)

114

services in respect of 1L E/875
F£4578 B (Foshan Sun Fook Kong
Guang Chang Development?) and
property services as requested
SRR R SRR
REMEBRRS
RETERENERT
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Annual Cap
Date of for the
New Agreement/ year ended
Renewed Term/ 31 December
Agreement Parties Scope of services Renewed Term Fees 2017
BE-Z-—tE
+ZB=1-H
FihE/oE LEENFE
il ELEE HE ) R%EE EH/ENER BR LR
(approximate
RMB'000)
(B4
ARETT)
Nlanuary 2017 — EIEREEMEFREERLF  Provision of property consultancy 1 January 201710 Basic fee of RMB50,000 720
—E-tF (Dujianyan Gen Yuan Real services in respect of 31 December 2017 per month
—-A+-A Estate Development Limited®) ~ #&%, - £EER “E—tF-f—-0 EXBASAARES50,000
— Foshan Baode (through its (Chengdu Qing Cheng. FIEtE
Foshan head office) Gen Yuan Development?) and +-B=+—H  Additional service fees for
- BIEREREMERZBRAF  propery services as requested the property services, if any
- BUERGEREBLANZR) HAHEH REER NERBOENRRE (18)
REMEBERRS
REFESIDZERS
Hlanuary 2017 — BNTERRERHERE Provision of property consultancy 1January 201710 Basic fee of RMB22,000 317
ZE+tF BRA7] (Guangzhou services in respect of EEMEARE 31 December 2017 per month
—-Af+-A Hong Kang Fook Kong Real JEEEE GuangzhouFookKong  —E—+F—-A—B EAEREAAR220007T
Estate Development Company ~ The Paramount Development) i 3
Limited) (“Guangzhou Hong (“The Paramount”) and property +ZA=1+—H  Additional service fees for
Kang Fook Kong”) services as requested the property services, if any
— Foshan Baode (through its SAENERSEIEER NERBHENREE (E)
Guangzhou branch office) ([SEHE ) REDZEERYE
- BNTZRRBRHERE REFESMNERE
ARAR(ENEREE])
- BLEGERERNAX
HER)
N anuary 2017 — IFTMERREERAT Provision of services in respect of 1January 201710~ —  Service fees for the property 324
—EtF (Jiangmen Hua Ying Investment La Baie Palais Phase 1 31 December 2017 management services are
—-Af+-A Limited®) (*Jiangmen Hua Development*; —Z—+tE-A-H calculated on commission
Ying') —  property management services FIR-tE basis and charged at the
—  Foshan Baode (through its = property consultancy services +-A=1+-H rate of 10% out of the
Jiangmen branch) FRTERE N NE-BER monthly management fees
- IMTEBRREBRAF AR payable by the unit owners
(IIMzzl) - NEEERH —  Property consultancy services
- BUBSEBREIMAT - DEEBRE will be charged separately

HhER)

ST L ER(|FEERRE

in accordance with the
agreement

- DEERRBORBENE
[MeH) 55 - DHEh
FIEANGRERET
WE10%

- NEERRBEREGEAO
I

EHRRA
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Annual Cap
Date of for the
New Agreement/ year ended
Renewed Term/ 31 December
Agreement Parties Scope of services Renewed Term Fees 2017
BE-2-—+E
+=A=+-A
EE Y LEEHEE
FiticE b HED FR%EE EH/BNER  BR LR
(approximate
RMB'000)
(4
AEETT)
11 January 2017 = Guangzhou Hong Kang Leasing of the property situated at 1 January2017to Monthly rental of RMB8,960.40 108
“2-tk Fook Kong BB ELRaEREy 31 December20l AEARHS 60407
ATTR _ FosnBaodefitroughits  BEAEFE3EAL, i
Guangzhou branch office) RARBTERERAE EoRLR
- ENERES (A5, No. 283, Xiangrue Road West, T—1—1 P
- BILEGBRAEMAX Guangzhou Science City,
HER) Gaoxin Jishu Chanye Development
Zone, Fook Kong Paramount
Commercial Complex?)
RENRENHHITEERER
MBS KER2835A5
RERBRERERARNNE
11 January 2017 —  Jiangmen Hua Ying Leasing of the property property 1January 20170 Monthly rental of RMB10,696.76 128
“TtF —  Foshan Baode (through its stuated at BIl SR H60ss O December 2017 AT AR 1059576 T
—At-H Jiangmen branch office) #58 @mmmmmmmwNa:g_ti_ﬂ_H
- IFER 60, Yuhu, Heshan La Bale Palas®)  =—¢ T
- BLEGEBRAIMAX REMNEBILRE SN 605 E $ b T=A=T-H
HER) YLk
11 January 20177 —  Guangzhou Hong Kang Fook Provision of property consultancy 1 January 2017to  Basic fee of RMB50,000 per month 720
—2—+F Kong services in respect of 31 December 2017 E2ABHEA AR 50,0007T
—At+-H —  Foshan Baode (throughits Foshan ~ The Paramount and property “2tF-A-H
head office) services as requested s Additional service fees for the
- BMNEEREA SR EE B RENEBEBERE +ZF=1t—-H  propery senices, if any
- BUES(FEEBLERER)  RAEXHNREH NERBOENRBE (08
11 January 20177 —  Jiangmen Hua Ying Provision of property consultancy 1 January 2017to  Basic fee of RMB28,000 per month 403

Foshan Baode (through its

Jiangmen branch)
IFER
FRILER(EBETIMAX
HER)

“E—tF
-A+-8
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31 December 2017 EAZHEA AR 28,0007
“E—+%-f-H

services in respect of

BIlgEEAR

(Heshan La Baie Palais

Development?), and property

services as requested
SBILEEEER ([R2E))

RAMERRRS

R EREMZE R
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Annual Cap
Date of for the
New Agreement/ year ended
Renewed Term/ 31 December
Agreement Parties Scope of services Renewed Term Fees 2017
BE-E-t%
+ZB=1-H
FihE/oE LEENFE
il ELEE HE ) R%EE EH/ENER BR LR
(approximate
RMB'000)
(B4
ARETT)
11 January 2017 —  Jiangmen Hua Ying Provision of services in respect of 1 January2017to  —  Service fees for the property 238
“E+E —  Foshan Baode (through its La Baie Palais Phase 2 31 December 2017 management services are
—-A+-H Jiangmen branch) Development “E—+f-A-H calculated on commission
- IMER —  property consultancy services e basis and charged at the
- BLESEREIMAX —  property management services +-A=+-H rate of 10% out of the
WER) FEIE MR BRERE monthly management fees
- NEERRE payable by the unit owners
- DEEERE ~ Property consultancy services
will be charged separately
in accordance with the
agreement
- NEEBRBORBED
BRIMEH]HE G
BETENGAERE
HUTER10%
- DEBRBRBARERE
SITHER
The Board’s estimated annual caps under the Renewed EFReANZERETNERZETN R

Agreements and the New Agreements, as disclosed in the
announcement of the Company dated 11 January 2017, are set
out above. For more details of the Renewed Agreements and the
New Agreements and the basis of determination of these annual
caps, please refer to such announcement.

THFEELR(BUARFBAR/R T —LF
—AT—BHMREMEE) BN LX - BHEZ
SRERHAERZEN A LZEFE LR
ETRENEZHIE  B2HERAQSE -

During the Year, the total service fees received and rental paid
under the Renewed Agreements and the New Agreements
amounted to RMB4,599,000 (equivalent to approximately
HK$5,502,000), which was within the annual caps for the Year.

FAN - REBEZSEENHERZETHERER
WERBERALRIMNNBASBTEAARE
4,599,000 7T (#8% R 495,502,000 7T) + &
BENNEE LR -

SFK Group is a controlling shareholder of the Company. Thus, SFK
Group and its subsidiaries are connected persons of the Company for THHAmME  HEAEELEMBARALRD
the purpose of the Listing Rules. Accordingly, the transactions BIEEAL - At RIE EMARAE14AZE -
contemplated under the Renewed Agreements and the New Agreements R EINIGE RS EE NMRETHR
constituted continuing connected transactions of the Company under SERARATNBEBELS -

Chapter 14 A of the Listing Rules.

e RERARRMIERER - Bt - 3k
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Since the estimated annual cap for the Year for the transactions under
the Renewed Agreements and the New Agreements, as one or more of
the applicable percentage ratios calculated in accordance with the Listing
Rules are expected to be more than 0.1% but less than 5%, such
transactions are continuing connected transactions subject to the
reporting, announcement and annual review requirements, but are
exempt from the circular and shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

All the Renewed Agreements and the New Agreements have expired on
31 December 2017. On 22 January 2018, Foshan Baode has renewed
some of them while for the others, new agreements have been entered
into by Foshan Baode in replacement. For more details of these further
renewed agreements and new agreements, the proposed annual caps
and basis of determination, please refer to the announcement of the
Company dated 22 January 2018.

THE WAIVER

The Group has applied to the Stock Exchange for, and the Stock
Exchange has granted it, a waiver from strict compliance with the
announcement and (where applicable) independent shareholders’
approval requirements of the Listing Rules in respect of the non-exempt
continuing connected transactions as disclosed above in paragraphs 1
(for the Tenancy Agreement and the Master License Agreement on an
aggregated basis and for the Renewed Tenancy Agreement on a
standalone basis) to 2 under the above section headed “Continuing
Connected Transactions” subject to (a) these non-exempt continuing
connected transactions will be carried out in compliance with the
requirements of the Listing Rules and the Company shall comply with the
relevant requirements for continuing connected transactions in
accordance with Chapter 14A of the Listing Rules; and (b) the aggregate
value of each of these non-exempt continuing connected transactions for
each of the financial years ended 31 December 2019 will not exceed the
relevant annual caps.
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ANNUAL REVIEW OF CONTINUING CONNECTED
TRANSACTIONS

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

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

(@ have not been approved by the Board;

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

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

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

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

PERMITTED INDEMNITY PROVISIONS

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

RELIEF OF TAXATION

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

BUSINESS REVIEW

The business review of the Group for the Year is included in the
“Management Discussion and Analysis” in this annual report on pages 7
to 33. Such business review forms part of this Report of the Directors.

SIGNIFICANT LEGAL PROCEEDINGS

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

EVENTS AFTER THE REPORTING PERIOD

Save for the continuing connected transactions as disclosed in the
announcement dated 22 January 2018, the Board is not aware of any
significant event requiring disclosure that has taken place subsequent to
31 December 2017 and up to the date of this annual 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 78 to 90.

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 2018 AGM. A resolution for their re-appointment as
the auditor of the Company will be proposed at the 2018 AGM.

On behalf of the Board

Chan Ki Chun
Chairman

Hong Kong, 26 March 2018

# 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 128 to 207, which comprise the consolidated
statement of financial position as at 31 December 2017, 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 2017 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.

— =
=
=

—tEFER | FTREREEZEREBBERA

B ZREN RS

B AR E
B EAEREEMERATRR
(REFZELIME I BRAA])

BR

A2 BED (AT @R [#HF ) EFATIHENE 128
207EMFEEREREBMARABDATHBEIER
FADEREMBARCATHBIEEE])NEEME
BR UEAVBRREER-_ZT—tF+=-A
Zt-HOSEEUHRRAKEEEZ A LLF RO
BlERK  HFEEZEWER SRAaEaEBHRNES
RenEXR  UREAMBHRERNE  BREES
BRME -

BMRBA ZEERVBHRREREFTESHA
ERAAKEAVBRELENDEEM T HHE KR
T BERER-F—tFt-A=t—HNEEHM
BRARBEZRLFENGEVBRALGER
eRE TEEREB(RAGIINBEEERLZR
B -

BEROER

HPMERBEEB ST ASEMNCEEFAEL)
ETE - RPIEZFER TR ENEECEARR
& [ RBE B S AW BRRAENEE] &0 T
tEfE— Rl - RIBFE G AGRMH(EXE
sHEmERRST A AT [ 57 R AR B FIS B R
ERAMBREROBTAENERER BB
R BERE YEETELERERARTAFHE
ERBREL - RIFEE - RAIMEGSHETER
ERRMEZHARMNET B RIRHEER

MEE =R

BRE FERRERMOEEAL - BAYAE
GEPMBREROBNRAEENER - FLFER
ERMEBAERGAMBRRRLATRBETE
B - RITRWELERREEBNER -

121

i
o



INDEPENDENT AUDITOR’S REPORT

B ZBENHRE

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BRERHEE

REEHER )

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

consolidated financial statements

F2HEREMBRERM T3 MR M BRRMEE 1) K1) FOEFTEE °

The Key Audit Matter
BREKRSEE

How the matter was addressed in our audit

BN ETNAEEZEE

The Group recorded revenue from the provision of general
building and civil engineering totalling HK$4,504 million for
the year ended 31 December 2017.

BE_ZT—tF+-_A=+—BILFE  BEEEEREHE
—MREERTARTIREBEAMBRALT B4504 BEETT -

Contract revenue and profit are recognised using the
percentage of completion method, 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. The recognition of revenue and profit
therefore relies on management’s estimate of the final
outcome of each contract, which involves the exercise of
significant management judgement, particularly in forecasting
the costs to complete a contract, in valuing contract
variations, claims and liquidated damages and in assessing
the ability of the Group to deliver services according to the
agreed timetable.

BRHRA TGN IR T ADHETIARER  2RE5R
IBEfTH TEM TRTKENR BERERITNHEONME
BBARB D LEITEE o« Bt - WA ROEF e iR 5 78
REEBHERENNREERNMGEET  ERERITESE
REBBHE LHEIEBATRANNKAE  FHEEH
B8 BRRNENBESULTE EXERBEHEOE

BREHRABEN T E -
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Our audit procedures to assess contract accounting
estimates included the following:

HAFHE B AT ERRFREATRA -

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

o FREEARBORE TR RN R IR
B ERREEN

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

s ERENLMEEMRANBRREBNER (BEE
WD B BEFHENEPRHERNER
HEFPMBE)ANEBERELANNELER
B EEEEEENARMAENRFALEETNS
I AE R BIETEORI & #) W et Je & KIS B T ER AR Y
R AR RBRRIELER - BREFHTKREAE - &
MEEMRER  BICENTREREEZRNEE
SPEMEBEEENRES RS
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BREEHEE

B ZREN RS

REEHER )

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

consolidated financial statements

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

The Key Audit Matter
BREKSEE

How the matter was addressed in our audit

BN ETNAEEZEER

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

BB E O e A RESEAREZSER  BRRRAR
SERBHNBRAGERAAEEBMEFTEEANEE
JE FI B A ET MR A KU A R A KRS TERI O $5 3R 7 8E
B B/ (FRILRERMEAN) ERBE NERIIE
BERHRABAER -

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;

RBFALEETHEEA QTR G EKANF
BRA - YUARET ALRESELNERKAMG
AER BoemkEEEENGE - RBE B
K E TR B A FER (A S AR B B2l ) A S A

comparing the percentage of contact revenue
recognised for the major contracts in progress during
the year with certifications from the professionals
appointed by the customers;

ML EFEREREITHNERS ORI A HRANE D
LERAEFRIENERATHREETHL

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;

BEEEETENAEUBRENGONEE - I
IR 5 A B 5w & 818 B Mk Re K AP IR B E B
EMRRRE BRENMBETLEEE -5
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INDEPENDENT AUDITOR’S REPORT
B BEN RS

KEY AUDIT MATTERS (Continued)

Contract accounting estimates

BRERHEE

REEHER )

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

consolidated financial statements

AL AR IR M T 3 RAR A RIS BRA M 10k) R 1(s)i) F A2

The Key Audit Matter
HREKSEE

BATHE °

How the matter was addressed in our audit
RPN ETNNEEZEE

INFORMATION OTHER THAN THE CONSOLIDATED

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

BB NN RSEREHZEANIERO T
ETHLE  HARFETKOAAETEREEEZ - U
u$1$ B IEF%E E'J //MEEE}]—J L&L P54

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.

HEREEEF D BRENE L FhE AT R IEH
K (BETNR - A0 6085 - TIEHE -

BEHBES) U EZSEREZILEEEERES

TR EET IR AR RR M SE R AR B EIIR E R R R -
FEMBRERAXBEMEELINGER

FINANCIAL STATEMENTS AND AUDITOR’S REPORT

THEREON

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

thereon.

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

conclusion thereon.

EXFHEMERAS - HES BB TENEFR
ANE2EMES  ETEREGAMBEHRER REMHZ
B E

BAHGEEMBREANERL TREREMER - &
P TEZEFEMESEREATANEET SR

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.
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INDEPENDENT AUDITOR’S REPORT

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

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

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

126

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

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.

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.
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INDEPENDENT AUDITOR’S REPORT

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

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

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

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

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

KPMG
Certified Public Accountants

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

26 March 2018
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CONSOLIDATED INCOME STATEMENT

me R

For the year ended 31 December 2017 HE—-Z—+4+—-F=+—HILtFE

(Expressed in Hong Kong dollars) (AT 2%1)

2017 2016
—E—+tF NS
Note $°000 $°000
s F T
Revenue hE=3 3 4,611,972 3,002,023
Direct costs BHERA (4,364,813) (2,805,536)
Gross profit EX 247,159 106,487
Other revenue H iz 4 351 258
Other net gain EAthF U 5 5 528 -
Administrative expenses THFAX (72,668) (67,001)
Profit from operations KRR 175,370 129,744
Finance costs BhE A AN 6(a) (5,486) (3,007)
Share of profit less loss of joint ventures MEEEDEENREBE 1,022 945
Profit before taxation BBt A E A 6 170,906 127,682
Income tax FRi8%: 7(a) (28,215) (21,571)
Profit for the year FERA 142,691 106,111
Attributable to: L
Equity shareholders of the Company AR aE) R R 141,874 105,967
Non-controlling interests FEIER R 817 144
Profit for the year FEREA 142,691 106,111

Earnings per share — Basic/Diluted

BRER — EX#%

10 35.5 cents /&l

26.5 cents 711l

F1352 207 EMFBKZESREVBRE 315 -
BRERSN 2 ENARQRERRE ZREFEH
REIFE19(b) °

The notes on pages 135 to 207 form part of these consolidated financial
statements. Details of dividends payable to equity shareholders of the
Company attributable to the profit for the year are set out in note 19(b).
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
mEEERmE

For the year ended 31 December 2017 HZE—-Z

—tEF+-A=ZTRLEFE

(Expressed in Hong Kong dollars) (AT 2%1)

2017 2016
—E—tF ZE—RF
$’000 $000
Fr T
Profit for the year FERN 142,691 106,111
Other comprehensive income for the year FEHM2EKZE (BRBi%)
(after tax)
Item that may be reclassified subsequently to Hizn &3 B2 EmAEE -
profit or loss:
Exchange differences on translation of financial &GN B A R EHRERL
statements of overseas subsidiaries E =% 368 (166)
Total comprehensive income for the year FEXHEKNGSHAE 143,059 105,945
Attributable to: G
Equity shareholders of the Company RAEREEIE 142,242 105,801
Non-controlling interests FEPERR 2 817 144
Total comprehensive income for the year FEAWRREE 143,059 105,945

The notes on pages 135 to 207 form part of these consolidated financial

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

me BN R

at 31 December 2017 AZ=Z—+F+=-A=+—H

(Expressed in Hong Kong dollars) (AT 2%1)

2017 2016
—E—tF —E-RE
Note $’000 $000
B 5T T T
Non-current assets FRBEE
Plant and equipment MR N &E 11 30,314 27,149
Goodwill =S 1,209 -
Interest in a joint venture NESPENREDS 13(a) 3,089 2,067
Deferred tax assets BLETIBEE 7(c)(i) 33,557 1,217
68,169 30,433
Current assets REEE
Gross amount due from customers for BURAE N TIREFE 2%
contract work 14 689,399 570,330
Trade and other receivables FEWE 5 AR 5k Ko LAt FE Y 5k IE 15 871,904 524,689
Current tax recoverable Al U [l B EARR 18 7(0)(i) 2,482 2,742
Pledged deposits EHRFR 25,006 19,941
Cash at banks and in hand RITRFERE 16(a) 256,759 215,828
1,845,550 1,333,530
Current liabilities REBAE
Gross amount due to customers for JENENIREFHE
contract work 14 186,396 124,458
Trade and other payables FEfHE 5 BR 3 N B th B~ FO0E 17 931,071 674,780
Amount due to a joint venture EE&EERIE 13(a) 1,904 1,082
Bank loans and overdrafts BRITERNEX 18 307,742 100,732
Current tax payable JFE{F BN ERFR 18 7(0)() 8,360 8,060
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1435473 = 909,062
Netcurrentassets ==~~~ #"®8&E®#& = 410077 424,468
Total assets less current liabilities BEERRBERE 478,246 454,901
Non-current liabilities kRBEE
Deferred tax liabilities EEFIEAE 7(c)i 3,451 3,165
NET ASSETS EEFE 474,795 451,736
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BB R

at 31 December 2017 R=ZZ—+F+=-A=+—8H
(Expressed in Hong Kong dollars) (AT 2%1)

2017 2016
—E—tF ZE—RF
Note $°000 $°000
BaE Fr T
CAPITAL AND RESERVES EXR#E

Share capital A% A 19(c) 40,000 40,000
Reserves s 433,991 411,749

Total equity attributable to equity AT ERRREGERERE
shareholders of the Company 473,991 451,749
Non-controlling interests e E R 804 (13)
TOTAL EQUITY RSB 474,795 451,736

EEEN T N\F=ZA -t RBHERIRER

E

0

Approved and authorised for issue by the board of directors on 26 March

2018. 1T o
Chan Ki Chun Yeung Cho Yin, William
(193 BRE
Directors Directors
EF BF

The notes on pages 135 to 207 form part of these consolidated financial %5135 & 207 B W 33 # A 2%
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEREZmBER

For the year ended 31 December 2017 HE—-Z—+4+—-F=+—HILtFE
(Expressed in Hong Kong dollars) (AT 2%1)

Attributable o equity shareholders of the Company
ARAERRRER.

Non-
Share Share Capital ~ Exchange  Retained controling
Note capital premium reserve reserve profits Total interests  Total equity

iE: BE BREE  RRER  EiRE  RELA B ORREE  REERE
$000 $000 $000 §000 $000 §000 $000 §000
T T T T T T T T

At1 January 2016 RZE-xE-A-H 40,000 82,867 81 - 359,000 481,948 (157) 481,791
Crangesinequtyfor20fs:  ~®-xEEEEE:
Profit for the year EZgH - - - - 106,967 105,967 144 106,111
Other comprenensive income E2ElE - - - (166) - (166) - (166)
Total comprehensive income RENREE - - - (166) 105967 105801 144 105945
Didendsappoednresoectol  BE-ERREARE

the previous year 190 : - § © (00000 (100,000) ~ o (100000)
Dividends declared in respectof ~ BAEEERAIRE

the current year 190)i) - - - - (36,000 (36,000) - (36,000)
At 31 December 2016 R-B-xE+-B=1-H 40,000 82,867 81 (166) 328,967 451,749 (19 451,736

Attributable to equity shareholders of the Company

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

G Bx  RGEE A%RE  EXER  REEA it FERER  BRER

$1000 §1000 $1000 $1000 $000 $1000 §1000 $1000

iRz i iRL i iRL i iR i

At January 2017 R-%-+¥-A-A 40000 82867 81 (166) 328067 451,749 (18 451,73

Changes in equity for 2017: “E-tEERES.

Profit for the year FERT = - - - 141,874 141,874 817 142,691
Other comprehensive income E2ENE - - - 368 - 368 - 368
Total comprehensive income RENREE - - - 368 141874 142242 817 143,059
Dividends approved inrespectof — BET—EEHENRE

the previous year 19(0)(i) - - - - (70,000) (70,000) - (70,000)
Dividends declared in respectof ~ BAEEERAIRE

the current year 190)i) - - - - (50,000) (50,000) - (50,000)
At 31 December 2017 R=B-tE+ZA=1-R 40,000 82,867 81 202 350,841 473,991 804 474,795

.

The notes on pages 135 to 207 form part of these consolidated financial % 135 & 207 B M3 K Z Zi5 & B REk — 205 -
statements.
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CONSOLIDATED CASH FLOW STATEMENT
SERETMER

For the year ended 31 December 2017 HE—Z—+4+—-fF=+—HILtFE
(Expressed in Hong Kong dollars) (AT 2%1)

2017 2016
—E—+F —E—RF
Note $°000 $°000
{iFs Tr Tt
Operating activities RETE
Profit before taxation B 55 BT Al 170,906 127,682
Adjustments for: FTPSIBELAE
— Interest income — FEHA 4 (133) (221)
— Finance costs — BB 6(a) 5,486 3,007
— Depreciation — e 6(c) 1,696 1,852
— Net gain on disposal of plant and — NEREMEEN
equipment s 558 5 (505) 311)
— Loss on disposal of a joint venture — HEAEDENER 5 - 75
— Share of profit less loss of joint ventures — {54 &1 %55 FIEE I8 (1,022) (945)
— Net foreign exchange (gain)/loss — HNE (Yezk) EEFE (38) 232
Changes in working capital: LEESEE
— (Increase)/decrease in gross amount due — EUW & 4 T2 R S 42%8
from customers for contract work (&), S (106,149) 92,780
— Increase in trade and other receivables — FEUE 5 BRF M EAth
JEM R IESE AN 16(b) (295,478) (8,002)
— Increase in pledged deposits — EIRFEUE 1 (65) (79
— Increase/(decrease) in gross amount — ER AKX TR 458
due to customers for contract work a0, GRd) 59,891 (37,247)
— Increase/(decrease) in trade and other — FEfI'ZE HEEE R H A
payables e R IEE AN, O ) 16(b) 281,264 (38,934)
Cash generated from operations REMBERS 115,853 139,889
Hong Kong Profits Tax paid, net EREENGEN - F58 (27,081) (16,120)
Net cash generated from operating RETHFEBRSFE
activities 88,772 123,769

— T LFR|HFEAEREEERA
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CONSOLIDATED CASH FLOW STATEMENT
AERETMER

For the year ended 31 December 2017 HE—-Z—+4+—-F=+—HILtFE
(Expressed in Hong Kong dollars) (AT 2%1)

2017 2016
—E—t5F ZE—RF
Note $°000 $000
{iFsa Tr Tt
Investing activities REETE
Payment for the purchase of plant and EEMEMEBENR
equipment (15,637) (10,667)
Proceeds from disposal of plant and HE MR E KRB ATS 5RIA
equipment 976 483
Repayment from a joint venture REEEDEMNER 8,508 6,631
Advances to joint ventures AR EDERR (7,636) (7,028)
Payment for acquisition of subsidiaries g 100y =N -4 €l 3
net of cash acquired WHEIR &) 25 (3,219) (382)
Interest received BIF B 166 153
Net cash used in investing activities REFZHFFARESFEHR (16,842) (10,805)
Financing activities REEE
Proceeds from bank loans RITERATISRIA 16(b) & 16(c) 710,000 170,000
Repayment of bank loans BEFEITER 16(c) (621,628) (225,000)
Interest paid BEfFIE 16(c) (5,486) (3,007)
Dividends paid to equity shareholders RARD A SRR AR E
of the Company 19(b) (120,000) (136,000)
Net cash used in financing activities ®EEZEMARESESE (37,114) (194,007)
Net increase/(decrease) incashand WRERBEESZEY
cash equivalents #in,/ (Bd) B 34,816 (81,043)
Cash and cash equivalents at the FNNRERELZEY
beginning of the year 215,828 297,269
Effect of foreign exchange rate EESENTE
changes 131 (398)
Cash and cash equivalents attheend F£XRHNRERRELZEY
of the year 16(a) 250,775 215,828

The notes on pages 135 to 207 form part of these consolidated financial 5 135 £ 207 B iHEK Z E4R & M wEKk —3H ©
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

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

Statement of compliance

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

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

(a)

(b)
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WEEERREBRR - ERPILERE
HAAREBRBRBPEARKMBE(H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1

136

(B =EHERPI - LEBTZ25)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

(d)

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
December 2017 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.

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 these financial
statements and major sources of estimation uncertainty are
discussed in note 2.

Changes in accounting policies

The HKICPA has issued several amendments to HKFRSs that
are first effective for the current accounting period of the
Group. None of these impact on the accounting policies of
the Group. However, additional disclosure has been included
in note 16(c) to satisfy the new disclosure requirements
introduced by the amendments to HKAS 7, Statement of
cash flows: Disclosure initiative, which require entities to
provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash flows and
non-cash changes.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

Subsidiaries and non-controlling interests

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

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

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

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

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1

138

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(f

Subsidiaries and non-controlling interests
(Continued)

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

associate.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment

losses (see note 1())).

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). Thereafter, the investment is
adjusted for the post acquisition change in the Group’s
share of the investee’s net assets and any impairment
loss relating to the investment (see note 1(j)). Any
acquisition-date excess over cost, the Group’s share of
the post-acquisition, post-tax results of the investees
and any impairment losses for the year are recognised
in the consolidated income statement, whereas the
Group’s share of the post-acquisition post-tax items of
the investees’ other comprehensive income is
recognised in the consolidated statement of

comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Joint arrangements (Continued)

(i)

(i)

Joint venture (Continued)

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

Unrealised profits and losses resulting from transactions
between the Group and its joint venture are eliminated
to the extent of the Group’s interest in the investee,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.

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

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

Joint operations

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

(Expressed in Hong Kong dollars unless otherwise indicated)

1

140

(B =EHERPI - LEBTZ25)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Joint arrangements (Continued)

(i)

Joint operations (Continued)

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

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

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

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

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

— its expenses, including its share of any expenses
incurred jointly.

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

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

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

(Expressed in Hong Kong dollars unless otherwise indicated)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)
(9) Goodwill

(h)

Goodwill represents the excess of:

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

(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(j)).

Plant and equipment

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

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

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

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

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

—E—LFEWR|FRE

n‘/T\

B IR M

(B =EHEHRAI - LBTZ2)

1 EEEFERE@

(9)

(h)

[k
BEEATME 2 Z5

0 FEBERKBZATE  NRKES
ZEABEER S S R R AR E B
ERBBBT PR R AFE
ZHEEE R

() TS AT AIAE R A A
AstEZ AT FE -

EiSROE IEEZBAERERSP
REHEEE 2z -

BERRAR R BEBRIIR X
EHEENAEEIEERATEBE
DHEV 10 (R 2 HE ) 6 B (B 3R 2 A AR AL
AR ELEM  WATFEIR
BRI (RHEE() °

ey

B KR IR AR = RET I B RORE
EEFIER (RFRE() °

WMEEH L ERE MR EE B EEAER
W E1E - AZIR B B & PTISFUR
FREHRMEMNZRERE - WX HE
FHEE B EERRTER -

I E TR A B AUEE b5 7T 6 A B

SRR M AR IR B MBS SRR B (A ET
FerBE(WMA)E - A ERFH
LUl

— MR R HEF
_/1$ ﬁi
— RMREE hEF
fist B B= S 2R 6 TR B % 2B 93 0 7] {68 R 4F A
T %I B AR A IR EAER R AP

DZBAR BEHAEMNNE - BEW
AERAFERRERGEE(WNE) BFR
B o

EREEBERA 141



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1

142

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i)

)]

Operating lease charges

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

alease.

Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as operating

leases.

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

they are incurred.

Impairment of assets

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

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

following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or

delinquency in interest or principal payments;

— it becoming probable that the debtor will enter

bankruptcy or other financial reorganisation; and

— significant changes in the technological, market,
economic or legal environment that have an

adverse effect on the debtor.

SFK Construction Holdings Limited | Annual Report 2017

(B =EHERPI - LEBTZ25)

1

FEE

(i

)]

BB (48)
REHEER
WAREEERERX —BALHAIARER
BERSHAERRX -—HFEEELZRE

EABE SRR — RIS BIZIR R
%3#(&%-15 25 H— RN H) BRHE

BERAMEE - WIIERYEHLH
MEE 2 EERELEE  MER
Az RSB EERETARA

RAERHARNBARD R R & B #H
BREERASENEE OO BREER
=

WASRERERBEEHERAEEDN

A% REAEM MO RIBENAE
EHIFMREN G IR A A SRR AR
mik EEMBEERE FRMRRES

BEMEENRERARRIFRIN - FEE

MEEEERNBEERANERSEE RN
AR AR D i%fﬁiﬁﬁéi
VR EAM A B B SRR

&ERE

) REBRABHRERAEVKIER
=1

REBMN S REBRRFT AR A K
S E R AT BRI R IR AR FBEH IR E
NEA R E) RIERB) EIGIE - LA
BERSFERENTEZE - &
ENEREERREAEEEEIM
T —IBRZEEEEFENBR
g

-  EBAEERMBEERE

- L&é%’]

e R EER R

— EBATRERESIETHEM

BMBER X

- ®ERm5 BEIEAER
BRBEANEMBEBHAR
PRI E -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (B 2B 1N - IABTE7)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Impairment of assets (Continued)

(i)

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

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

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

—  For trade and other current receivables and other
financial assets carried at amortised cost, the
impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate
computed at initial recognition of these assets),
where the effect of discounting is material. This
assessment is made collectively where these
financial assets share similar risk characteristics,
such as similar past due status, and have not
been individually assessed as impaired. Future
cash flows for financial assets which are assessed
for impairment collectively are based on historical
loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked
objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed
through profit or loss. A reversal of an impairment loss
shall not result in the asset’s carrying amount exceeding
that which would have been determined had no
impairment loss been recognised in prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1

144

(B =EHERPI - LEBTZ25)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)]

Impairment of assets (Continued)

(i)

(i1)

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

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

Impairment of other assets

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

—  plant and equipment;

— goodwill; and

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

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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1

(Expressed in Hong Kong dollars unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

@)

Impairment of assets (Continued)

(ii)

Impairment of other 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).

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1
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(B =EHERPI - LEBTZ25)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)]

(k)

Impairment of assets (Continued)
(iii) Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance with
HKAS 34, Interim financial reporting, in respect of the
first six months of the financial year. At the end of the
interim period, the Group applies the same impairment
testing, recognition, and reversal criteria as it would at
the end of the financial year (see notes 1(j)(i) and (ii).

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

Construction contracts

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

Construction contracts in progress at the end of the reporting
period are recorded at the net amount of costs incurred plus
recognised profit less recognised losses and progress
billings, and are presented in the statement of financial
position as the “Gross amount due from customers for
contract work” (as an asset) or the “Gross amount due to
customers for contract work” (as a liability), as applicable.
Progress billings not yet paid by the customer are included
under “Trade and other receivables”. Amounts received
before the related work is performed are included under
“Trade and other payables”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

0

(m)

(n)

(o)

Trade and other receivables

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

Interest-bearing borrowings

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

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(r)(), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1

148

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p)

(a)

Employee benefits

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

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

stated at their present values.

(i) Termination benefits

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

costs involving the payment of termination benefits.

Income tax

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

equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the end of the reporting period, and any

adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and

unused tax credits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q)

Income tax (Continued)

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred
tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing
taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same period
as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if
they relate to the same taxation authority and the same
taxable entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.

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

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

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR ERR MR

(Expressed in Hong Kong dollars unless otherwise indicated)

(B =EHERPI - LEBTZ25)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Income tax (Continued)

Additional income taxes that arises from the distribution of

dividends are recognised when the liability to pay the related

dividends is recognised.

Current tax balances and deferred tax balances, and

movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against

current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

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

simultaneously; or

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

authority on either:

—  the same taxable entity; or

—  different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a net

basis or realise and settle simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) Financial guarantees issued, provisions and
contingent liabilities

@

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.

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

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

e IR M R

(B =EHEHRAI - LBTZ2)

1 FEEsRE @)
N EREMBRER BRERIREERE

@0

ERHMBRER

G ERTIZFETT A (BHERA)
HERXBA(HEADESER
BARBERIZER T EMRKRE
R NRMRENER - MEFE
AXRERBENAL o

AR B2 B S PR IR - S BRAY
RN ERHER BB R
e RIBARVRIE WA - B 2 B
BRENZELEORFELZ2 R
BRI RT3 5 AU &
AR EREBER) EE - %2
RN R EREERABREERD
EREERATERERHEERE (G
SHATRERYE R (A st e A K
TR AT SEfhat) 2RI R E R
HAE o AT ZERE 2 U
FEWEAE  ZRERERE
EERRNZRE ER R T AR
R o WBRRETSREETEK
B BIR & ) R SRR (AT FE UL A
B - BB MR s AR A RERR RIS o

SERBELTEW AN ERAEZ
BREHNBRREREHEADE D
BTSRRI o BEN - f () PEIR IS
BEABARBREBEERERAEEE
3R MAEERENSEES
HABRNEBERNENEZE SR
RREAM RN RIE S (BRI
RS BRETEE - BEER
BT EE 1 (r) (i) FERR ©

2R |FTEEEXREEBR QA 151



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

1

152

(B =EHERPI - LEBTZ25)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

(s)

Financial guarantees issued, provisions and
contingent liabilities (Continued)

(i)

Other provisions and contingent liabilities

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

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

Revenue recognition

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

(i)

Contract revenue

When the outcome of a construction contract can be
estimated reliably, revenue from a fixed price contract is
recognised using the percentage of completion
method, measured by reference to the percentage of
the estimated total revenue for the contracts entered
into by the Group that have been performed to date.

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

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

(t)

Revenue recognition (Continued)
(i) Contract revenue (Continued)

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

(ii) Provision of services

Revenue arising from the provision of services is
recognised when the services are rendered.

(iii) Interestincome

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

Translation of foreign currencies

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

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates.

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items are translated into Hong
Kong dollars at the closing foreign exchange rates at the end
of the reporting period. The resulting exchange differences
are recognised in other comprehensive income and
accumulated separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of
the exchange differences relating to that foreign operation is
reclassified from equity to profit or loss when the profit or loss
on disposal is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

1

154

(u)

(v)

Borrowing costs

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

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

Related parties
(1) A person, or a close member of that person’s family, is

related to the Group if that person:

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

(i) has significant influence over the Group; or

@iy  is a member of the key management personnel of
the Group or the Group’s parent.

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

(i) 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).

(i)  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).

(i)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

1  SIGNIFICANT ACCOUNTING POLICIES (Continued)

v)

(w)

Related parties (Continued)

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

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

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

(vi) 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).

(vii)  The entity, or any member of a group of which it

is a part, provides key management personnel

services to the Group or to the Group’s parent.

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

Segment reporting

Operating segments, and the amounts of each segment item
reported in these financial statements, are identified from the
financial statements provided regularly to the Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s
various lines of business.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

2
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(B =EHERPI - LEBTZ25)

ACCOUNTING JUDGEMENTS AND ESTIMATES

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

(a)

(b)

(c)

Construction contracts

As explained in policy notes 1(k) and 1(s)(i), revenue and profit
recognition on an uncompleted project is dependent on
estimating the total outcome of the construction contract, as
well as the work done to date. Based on the Group’s recent
experience and the nature of the construction activities
undertaken by the Group, the Group makes estimates of the
point at which it considers the work is sufficiently advanced
such that the costs to complete and revenue can be reliably
estimated. As a result, until this point is reached the amounts
due from/to customers for contract work as disclosed in note
14 will not include profit which the Group may eventually
realise from the work done to date. In addition, the
recognition of revenue and profit relies on management’s
estimate of the final outcome of each contract, which involves
the exercise of significant management judgement,
particularly in forecasting the costs to complete a contract, in
valuing contract variations, claims and liquidated damages
and in assessing the ability of the Group to deliver services
according to the agreed timetable. Actual outcomes in terms
of total costs or revenue may be higher or lower than
estimated at the end of the reporting periods, which would
affect the revenue and profit recognised in future years as an
adjustment to the amounts recorded to date.

Depreciation

Plant and equipment is depreciated on a straight-line basis
over their estimated useful lives. The Group reviews annually
the estimated useful lives of the plant and equipment in order
to determine the amount of depreciation expense to be
recorded during any reporting period. The useful lives are
based on the Group’s historical experience with similar assets
taking into account anticipated technological changes. The
depreciation expense for future periods is adjusted if there
are significant changes from previous estimates.

Impairment of trade receivables

The Group evaluates whether there is any objective evidence
that trade receivables are impaired, and estimates allowances
for doubtful debts as a result of the inability of the debtors to
make required payments. The Group bases the estimates on
the ageing of the trade receivables balance, credit-worthiness
of the customer and historical write-off experience. If the
financial condition of the debtors were to deteriorate, actual
write-offs would be higher than estimated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

an\

B IR M

(B =EHEHRAI - LBTZ2)

2 ACCOUNTING JUDGEMENTS AND ESTIMATES 2 ErHEREE 2
(Continued)
(d) Deferred tax assets (d) EEZERHEEE
Management considers the key source of estimation ERER RN G NEE 2 R RRE
uncertainty lies in the recognition of deferred tax assets from AEER A R A R TR RS 18 T ol B ey
unused tax losses. As explained in note 1(q), all deferred tax EEREEE - WK1 FTa5R8 » BT
assets to the extent that it is probable that future taxable BIEET A5 2 S E SR & F LAUEHURLZ
profits will be available against which they can be utilised, are RIEMIBEE - I TUAER - KERIEF
recognised. It is possible that adverse changes to the SRS BB 2 TN EF R g
operating environment or the Group’s organisation structure BHERRER IR E EM B EHOR -
could cause a future write-down of the deferred tax assets
recognised.
3 REVENUE AND SEGMENT REPORTING 3 WRERESBESE
(a) Revenue (a) Wz
The principal activities of the Group are general building, civil AEBNETEBER A —REF - £KRT
engineering and the provision of other services. 12 AR A AR -
The amount of each significant category of revenue is as FEERERNENSEAT
follows:
2017 2016
—E—+tF —E-RF
$’000 $°000
Fr FT
General building —REF 3,275,662 1,908,269
Civil engineering +ARIE 1,228,047 993,529
Housing management services EEERRG 79,745 90,230
Consultancy services B 1 AR 75 20,136 9,919
Others Hith 8,382 76
4,611,972 3,002,023
Further details regarding the Group’s principal activities are BEAEETEEBE—SHBEHRE
disclosed below. R o
(b) Segment reporting (b) DWW
The Group manages its businesses by segments, which are REFIZNERGEI DD SIBHZE
organised by business lines. In a manner consistent with the o REFHIRERE RS KK
way in which information is reported internally to the Group’s AAEERSTHREEREANSTZHER
most senior executive management for the purposes of FR—BHHE YU T =FrRE
resource allocation and performance assessment, the Group S5EL o
has presented the following three reportable segments.
—tFR|FTREEREEFER QA 157



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

3
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(B =EHERPI - LEBTZ25)

REVENUE AND SEGMENT REPORTING (Continued)

(b)

Segment reporting (Continued)

— 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 and consultancy
services

Segment results, assets and liabilities

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

Segment assets include all tangible assets and current
assets with the exception of deferred tax assets,
current tax recoverable and other corporate assets.
Segment liabilities include trade creditors, accruals and
other current and non-current liabilities attributable to
the business activities of the individual segments.

Segment result includes revenue and expenses that are
allocated to the reportable segments with reference to
sales generated by those segments and the expenses
incurred by those segments or which otherwise arise
from the depreciation of assets attributable to those
segments.

In addition, management is provided with segment
information concerning revenue, share of profit less loss
of joint ventures, depreciation, additions to non-current
segment assets used by the segments in their
operations and share of net assets in a joint venture.
Inter-segment sales are priced with reference to prices
charged to external price for similar orders.

Information regarding the Group’s reportable segments
as provided to the Group’s most senior executive
management for the purposes of resource allocation
and assessment of segment performance for each of
the year ended 31 December 2017 and 2016 is set out
below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(B BN - LUBTEE)
Wk EBEE (2
(b) 2DEEHE(E)

an\
(Expressed in Hong Kong dollars unless otherwise indicated)

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

() Segment results, assets and liabilities (Continued) ) BEE BEREEE)
For the year ended 31 December 2017 HE—F—t+F1+—H=1—HIi
FE
General Civil
building engineering Others Total
—REF TARIR Hitr @st
$°000 $'000 $000 $000
T T Fr T
Reportable segment revenue BE Rt 3,275,662 1,228,047 108,263 4,611,972
Reportable segment profit AR 7205 7 183,648 49,350 15,166 248,164
Other revenue and other net gain ~ E fth Ui 28 R Ho A B e 28 362
Depreciation nE (1,129)
Finance costs RE R AR (5,486)
Unallocated head office and ANEBER AL
corporate expenses (71,005)
Consolidated profit before taxation  BrFHAI4R A @ 7l 170,906
Share of profit of ajoint venture DA & &1 2 1,022 - - 1,022
Depreciation for the year FERNITE 7,518 3,026 362 10,906
Reportable segment assets AREDHEE
(including interest in a joint venture)  (AIENA B ERER 1,039,701 455,809 90,756 1,586,266
Deferred tax assets BERRIBEE 33,557
Current tax recoverable B EE 2,482
Unallocated head office and APRBERAREE
corporate assets 291,414
Consolidated total assets HEBEREE 1,913,719
Additions to non-current segment  ERFBIERB D L EE
assets during the year 10,807 4,087 378 15,272
Share of net assets in a joint venture fE(F & & 25 EFE 3,089 - - 3,089
Reportable segment liabilities AREDLEE 790,819 240,923 15,936 1,047,678
Current tax payable FEf BT IR 8,360
Deferred tax liabilities ELEHEAE 3,451
Unallocated head office and APERBLAFARE
corporate liabilities 379,435
Consolidated total liabilities TRAEAE 1,438,924
—tER|FEEEREEER QA 159



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

(i)

3 REVENUE AND SEGMENT REPORTING (Continued) 3 WRRotHE &)
(b) Segment reporting (Continued) (b) DEHE(E)
Segment results, assets and liabilities (Continued) )y SsHB%E BEREEE)
For the year ended 31 December 2016 HE—F—NNF1+—H=1—HI1
FE
General Civil
building  engineering Others Total
—REF TARTRE Hit FCEn
$000 $000 $000 $000
T T T T
Reportable segment revenue BEEE e 1,908,269 993,529 100,225 3,002,023
Reportable segment profit AREDEBEF 144,549 49,318 3,138 197,005
Other revenue and other netloss ~ Eb izt 2 H A B B8 156
Depreciation e (1,298)
Finance costs BB A (3,007)
Unallocated head office and APEBBRATRZ
corporate expenses (65,174)
Consolidated profit before taxation Bk i A47 A i Fl 127,682
Share of profit less loss of AMEAERERF (NRER)
joint ventures 945 - - 945
Depreciation for the year FRME 5,452 3,046 633 9,131
Reportable segment assets ARENBEE
(including interest in a joint venture)  (EIIENA L M) 675,756 358,908 81,207 1,115,871
Deferred tax assets ERRIBEE 1,217
Current tax recoverable EEERE 2,742
Unallocated head office and ANBEBHRAREE
corporate assets 244,133
Consolidated total assets IREEERE 1,363,963
Additions to non-current segment  FRRE IR B DL EE
assets during the year 6,450 3,358 339 10,147
Share of net assets in a joint venture fE(F & & 25 EFAE 2,067 - - 2,067
Reportable segment liabilities REDBEE 483,634 244,658 19,150 747,442
Current tax payable FE AR IR 8,060
Deferred tax liabilities ELEREAE 3,165
Unallocated head office and ANBEBHRARER
corporate liabilities 153,560
Consolidated total liabilities EBERHE 912,227

(i)

160

(B =EHERPI - LEBTZ25)

Geographic information

No geographic information has been presented as most
of the Group’s operating activities are carried out in
Hong Kong.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M ERAR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (B SH 188N + LUBT23)
3 REVENUE AND SEGMENT REPORTING (Continued) 3 WBRRRISBEEE)
(b) Segment reporting (Continued) (b) DTW/EE)
(i) BEREEIEEFHNER
AREEBFTRA10%BKENE

(iii) Information about major customers

Revenue from customers contributing over 10% of the

total revenue of the Group is as follows: PHIEIRT
2017 2016
—E—+tF ZE—RF
$°000 $000
Tr Tt

Customer A Z2EA 1,780,925 596,284

Customer B ZFEB 773,839 508,054

Customer C BFEC 621,096 338,042

Customer D 2ZFED N/A FiE B 433,509

Notes: PREE -

1) Revenue from customer A is generated from provision of (1) REFF AR EBRE—RIEFTR
general building, housing management services and consultancy % EEERMRSRERRBEE
services.

)] Revenue from customer B is generated from provision of civil @) KEEFPBHW R BRETARTEAR
engineering. BEE -

3) Revenue from customers C and D is generated from provision @) REZFCRDM S RiREE—AE
of general building. FRRGEE -

4 Revenue from customer D for the year ended 2017 did not (@) R-ZT—+F REEFPDHWHE

contribute over 10% of the total revenue of the Group. BRI R AR B A S B AU 55 ) 10% ©

4 OTHER REVENUE 4 Htg
2017 2016
—E—+F —E—RF
$°000 $°000
Fx T
Bank interest income IRITR B WA 133 221
Others Hib 218 37
351 258

TE—ttFRIFTEEEREEER AT 161



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

5

162

(B =EHERPI - LEBTZ25)

OTHER NET GAIN 5 HMtBKS
2017 2016
—EB—tE ZE—RF
$’°000 $°000
Fr Fr
Net foreign exchange gain/(loss) PE 5 Was, (B518) F 58 23 (236)
Net gain on disposal of plant and equipment & B & 58 5 8 U 25 5 58 505 311
Loss on disposal of a joint venture HEGEPENEBE = (75)
528 -

PROFIT BEFORE TAXATION

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

6 FRIFIET
MBLATEFIING,(GEA) AT &R -

2017 2016
—ZE—+tF ZE—RF
$°000 $000
Tr T
(@) Finance costs (@) ®ERK
Interest on bank advances (note 16(c)) RITREREF B (M5 16(c)) 5,486 3,007
(b) Staff costs b) EIRX
Salaries, wages and other benefits e TENREMETR 574,698 436,082
Contributions to defined contribution RERFGRIRGT B
retirement plans 21,178 16,509
Less: Amount capitalised in respect of B FTAEEEITAY S
construction contracts and BHRBEREHNERN S
consultancy contracts in progress (556,497) (417,588)
39,379 35,003
(c) Otheritems (c) HfhEB
Depreciation (note 11) e (FaE11) 12,035 10,429
Less: Amount capitalised in respect of A AT AR TR SR
construction contracts in progress BHERN ST (10,339) (8,577)
1,696 1,852
Operating lease charges: minimum EHERY ¢
lease payments SEBERK 27,601 20,572
Less: Amount capitalised in respect of B AP ALETEEITH
construction contracts in progress BEANEANSH (17,936) (11,274)
9,665 9,298
Auditors’ remuneration IZE BB < 3,345 2,959
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB RRMETE

(B =EHEHRAI - LBTZ2)

an\
(Expressed in Hong Kong dollars unless otherwise indicated)

7 INCOME TAX 7 FER

(a) Taxation in the consolidated income statement represents: (@) #HRAkEEZATIARE

2017 2016
—E—+tF ZE—RF
$°000 $000
Tr Tt
Current tax — Hong Kong Profits Tax EHi%iE — FBHEH
Provision for the year FREE 27,767 21,865
(Over)/under-provision in respect of BTFE (BRERE) BETR
prior years (126) 70
27,641 21,935
Deferred tax EERE
Origination and reversal of TR ERENEEREE
temporary differences 574 (364)
28,215 21,571
The provision for Hong Kong Profits Tax for 2017 is *ti%ﬁ%ﬂ’eﬁéﬁéﬁ?ﬁﬁ?ﬂ#ﬁ
calculated at 16.5% (2016: 16.5%) of the estimated JE RBEFM165%( =T — N F

assessable profits for the year. 16.5%) 5T & ©

(b) Reconciliation between tax expense and accounting profit at (b) ZEAMEFTENHBEAZEGH R
applicable tax rates: HIERRIAT -
2017 2016
—E—t5F ZE—RF
$’°000 $'000
Fr T
Profit before taxation B A A Y ) 170,906 127,682
Notional tax on profit before taxation, BRI SN B EFIE
calculated at the rates applicable to (FHERE R AR B A
profits in the jurisdictions concerned KRBT ERGTE 28,342 21,059
Tax effect of non-taxable income BEMTRIRA DTS5 £ (644) (193)
Tax effect of non-deductible expenses AR A RIS & 617 575
Tax effect of current year’s tax RERHAFEHIAEIE
losses not recognised WIS E 7 8
(Oven/under-provision in respect of BEEE GRERE) BETR
prior years (126) 70
Others Hih 19 52
Tax expense B 28,215 21,571
—tER|FEEEREEER QA 163




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR ERR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

7 INCOME TAX (Continued) 7 FR#RE
(c) Income tax in the consolidated statement of financial position: (c) HRAEMBIRAKRARIPAEN :
() Current taxation in the consolidated statement of () HSEMBARRKAMNENEFRIES
financial position represents:
2017 2016
—E—t5F ZE—RF
$°000 $'000
T Fit
Provision for Hong Kong Profits Tax FREBENSHEE
for the year 27,767 21,865
Provisional Profits Tax paid EREHMNER (22,376) (17,104)
5,391 4,761
Balance of Profits Tax payable relating to 75 #8381 £ & JE { R 15 T A5 84
prior year 487 557
5,878 5,318
Representing: S
Current tax recoverable AT Yo BUEARR 18 (2,482) (2,742)
Current tax payable e BNHARL 18 8,360 8,060
5,878 5,318
(i) Deferred tax assets and liabilities: (i) EBEENBEEERERE:
The components of deferred tax (assets)/liabilities BREGA B ERNE NFEZHET
recognised in the consolidated statement of financial FRIE(BE) aEmERkEs kR
position and the movements during the year are as FERNHEEINT
follows:
Depreciation
allowances in
excess of the
related
Deferred tax arising from: depreciation Tax losses Others Total
BHABNE
RENTREMEEHE HITERA BERE Hit st
$000 $'000 $000 $'000
T T T T
At 1 January 2016 RZE—R¥—-H—H 3,146 (932) 98 2,312
Credited to profit or loss HABS (79) (285) - (364)
At 31 December 2016 and RZE—RE
1 January 2017 +-A=t-Hk
—Z—+%-A-H 3,067 (1,217) 98 1,948
Acquisition of a subsidiary (note 25)  UBE Nt B A B (it3E25) - (32,628) - (32,628)
Charged to profit or loss RIEBE R 286 288 - 574
At 31 December 2017 RZE—+%+_-A
=+—H 3,353 (33,557) 98 (30,106)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M ERAR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (B 2B RSN - IABTE7)

INCOME TAX (Continued) 7 R E)
(c) Income tax in the consolidated statement of financial position: (c) HEMBKARAKMER : (&)
(Continued)
(i) Deferred tax assets and liabilities: (Continued) (i) EERBEELEE: (8)
2017 2016
—E—+tF ZE-RF
$°000 $000
F T
Net deferred tax assets recognised in 4R A B ISR R WFER K
the consolidated statement of BRI EEFE
financial position (33,557) (1,217)
Net deferred tax liabilities recognised in - A4 4 B #4k0 F W FER Y
the consolidated statement of EEFRITR B E 58
financial position 3,451 3,165
(30,106) 1,948
(d) In accordance with the accounting policy set out in note 1(q), (d) BRERWF1QFFEMNEHEE AR
the Group has not recognised deferred tax assets in respect EEERBR AR EREREMS -
of cumulative tax losses of $2,565,000 (2016: $2,522,000) as SR AT REF AR 2 FE SR Bt i 1) DA 4K 84 m] 4t
it is not probable that future taxable profits against which the BANTIEEE  WASETEHS R
losses can be utilised will be available in the relevant tax IR 182,5665,0008 T ( ZF — /N F ¢
jurisdiction and entity. The tax losses arising from Hong Kong 2,522,000 70 ) BRBELERIBEE - 1B
operations do not expire under current tax legislation. BIRITHBHEN - EBEBREENT
T8 180 B fE

—tFR|FTREEREEBR R A 165



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

8 DIRECTORS’ EMOLUMENTS 8 E=HM
Directors’ emoluments disclosed pursuant to section 383(1) of the BIEE SR RHER) 383 R AR (B E
Hong Kong Companies Ordinance and Part 2 of the Companies EENRERROIB AR EMBRECERH
(Disclosure of Information about Benefits of Directors) Regulation AT -

are as follows:

Year ended 31 December 2017
BE_Z-tt-A=1-HL¥E

Basic salaries,
allowances Retirement
Directors’  and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
Exge.
BER Bk
¥k EYFlE Rt HEE st
$'000 $000 $'000 $000 $'000
T i i i i
Executive directors HTES
Mr. Chan Ki Chun BRBLZ 58 & - 1,585 - 73 1,658
Mr. Chan Chor Tung RERLE - 1,465 260 68 1,793
Mr. Yeung Cho Yin, Wiliam BRELE - 1,153 60 54 1,267
Mr. Yung Kim Man ARIEE - 1,392 260 63 1,715
Independent non-executive directors BV FHTES
Mr. Chan Kim Hung, Simon R 5 S 120 - - - 120
Mr. Jim Fun Kwong, Frederick BELEAE 120 - - - 120
Mr. Lam Leung Tsun MEEEE 120 - - - 120
Total wmst 360 5,595 580 258 6,793

166 SFK Construction Holdings Limited | Annual Report 2017



8

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (B 2B RSN - IABTE7)

DIRECTORS’ EMOLUMENTS (Continued)

8 EE#HM#

Year ended 31 December 2016
BE-T-NT-A-T-RILEE

Basic salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonuses contrioutions Total
26 R
EELUE ENFlE WA RAGEMRT @t
$:000 $000 $000 $:000 $ooo
Tr i i fr i
Executive directors HiTES
Mr. Chan Ki Chun REUZ R4 - 1585 - 73 1,658
Mr. Chan Chor Tung BERILE - 1,410 227 65 1,702
Mr. Yeung Cho Yin, Wiliam BRERE - 1,104 102 51 1,257
Mr. Yung Kim Man VNGt - 1,327 146 60 1,533
Independent non-executive directors BIFHTES
Mr. Chan Kim Hung, Simon Rl 18 o A 120 - - - 120
Mr. Jim Fun Kwong, Frederick EBxLE 120 - - - 120
Mr. Lam Leung Tsun MREEE 120 - - - 120
Total et 360 5,426 475 249 6,510
Notes: PRAE -

(i

No director received any emoluments from the Group as an inducement to join
or upon joining the Group or as compensation for loss of office during the year
(2016: $Nil). No director waived or agreed to waive any emoluments during the
year (2016: $Nil).

The Company did not grant any share options for the purchase of ordinary
shares in the Company during the year (2016: $Nil).

(i)

FR - BIEEESAEBREER RS ERREIMA
REEFLMAREE RO LZELERBRBEE( T
—RFE) TR BEERREXRBREEM
e (ZF—RF &) -

FN - ARABRTERLEMERBE AR R TBRD
BRE(CT—AF &) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

9

10

168

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with highest emoluments, three directors
(2016: three) whose emoluments are disclosed in note 8. The
aggregate of the emoluments in respect of the other two (2016:
two) individuals are as follows:

9

BEEFAL

TEGEaEHFALH  BEZ2REZ(ZZE—R
F:=Z8) BRENFHERME8HIEE - 3
SN (ZE—RF - B ALBFMemEm
T

2017 2016

—E—+F —E—RF

$°000 $'000

F T

Basic salaries, allowances and benefits in kind E7A&x¥ 4 - 2L R EWHIZ 2,880 2,770
Discretionary bonuses BB TEAL 590 234
Retirement scheme contributions BRRET IR 86 84
3,556 3,088

The emoluments of the two (2016: two) individuals with the highest
emoluments are within the following bands:

ZHOMB(ZE—RF  MB)RSHFALHH
PEL T EER -

2017 2016

—E—+tF ZE—RF

Number of Number of

Individuals individuals

AE N

Nil to $1,000,000 £ % 1,000,000 7T = -

$1,000,001 to $1,500,000 1,000,001 & 7T £ 1,500,000 7T = 1

$1,500,001 to $2,000,000 1,500,001 & 7T & 2,000,000 7T 1 1

$2,000,001 to $2,500,000 2,000,001 7T % 2,500,000 & 7T 1 -
Note: HisE

No individual received any emoluments from the Group as an inducement to join or
upon joining the Group or as compensation for loss of office during the year (2016:

SNIl).

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 $141,874,000 (2016: $105,967,000) and
400,000,000 shares (2016: 400,000,000 shares) in issue
during the year.

(b) Diluted earnings per share

There were no dilutive potential shares in existence during the
years ended 31 December 2017 and 2016.
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FA - SR E R A LA R BRI FRIMAR
AR B 8 RE A RRERME (2T —RF - Tx) -

siRaER
(a) EBREXEF

BRERBFTIREARR BT HEERR
RIE(R%E R 141,874,000/ T (Z T — X
F 1 105,967,000/ ) AR F R B 217
f& 17 400,000,000/ ( = & — X F:
400,000,000 f&) 5T & -

(b) ERBEFRF

REBEE-_Z—+ER-_ZT—XE+-A
=t+—ALLFE  WEBEEERD -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

an\

(Expressed in Hong Kong dollars unless otherwise indicated)

B IR M

(B =EHEHRAI - LBTZ2)

11 PLANT AND EQUIPMENT 11 BERRH
Machinery Furniture
and Motor and
Note  equipment vehicles fixtures Total
st MERRE RE BMREE at
$'000 $000 $000 $'000
T T T T
Cost: B
At 1 January 2017 R-—Z—+F—HF—H 29,016 65,447 4,639 99,102
Additions NE 2,903 12,734 - 15,637
Acauisition of a subsidiary WEE—EHERR 25 = 1,442 583 2,025
Disposals & (2,350) (3,618) - (5,968)
At 31 December 2017 RZZE—+E+-A=+—H 29,569 76,005 5,222 110,796
Accumulated depreciation: ZiinE
At 1 January 2017 R-Z—+F—HF—H 25,108 43,127 3,718 71,953
Charge for the year FAFE 1,929 9,772 334 12,035
Acquisition of a subsidiary WiE—RB A 25 - 1,442 549 1,991
Written back on disposals HE R # o] (2,350) (3,147) - (5,497)
At 31 December 2017 RZE—+F
+-A=+—H 24,687 51,194 4,601 80,482

Net book value: REFE
At 31 December 2017 . R=ZEC EI=AsTTR L AL .. Sk
Cost: B
At 1 January 2016 RZE—RF—A—H 28,171 58,851 4,538 91,560
Additions NE 1,149 9,374 144 10,667
Disposals HE (304) 2,778) (43) (3,125)
At31December2016  R=FARI-ASTCOR 29016 . 60447 . 463 99,102
Accumulated depreciation: RIE
At 1 January 2016 RZZE—R"F—-H—H 23,729 37,343 3,405 64,477
Charge for the year FRITE 1,683 8,429 317 10,429
Written back on disposals i E R o] (304) (2,645) (@) (2,953)
AtS1December2016  R=EARI-ASTOR 5,108 ... S AL 71983
Net book value: BREFE
At 31 December 2016 RZZE-—R"E+ZA=t—H 3,908 22,320 921 27,149
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

12 INVESTMENTS IN SUBSIDIARIES 12 REAFNRE

TRIBINR _E—tF+_A=1+—HKB
NEZFE  BRARBEEBEIN  THEHB
RNEWI AL AR AFERGER ATRK -

The following list contains the particulars of subsidiaries as at 31
December 2017, all of which are private companies and the class
of shares held is ordinary unless otherwise stated.

Percentage of ownership interest

170

FEREREDN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
ML/ BRTRAREER/ 158 KAH HWEAF
NRER RIREEHY EMERGFE ERER b BE IEZER
Biwater Man Lee Limited Hong Kong 118,578,047 shares 100% - 100%  Civil engineering
AREXFI IEERAR &E 118,578,047 100% - 100% TATH
Build.it Limited Hong Kong 100 shares 80% - 80%  Consultancy services
BEERBRARAT B 100 80% - 80%  #ARHE
Chit Cheung Construction Hong Kong 1,450,000 shares 100% - 100%  Construction and civil
Company Limited engineering
REREARAA &E 1,450,000 100% - 100% BERTAIR
Consent Consultants Limited Hong Kong 1 share 100% - 100%  Project consultancy
services
FEERBRAR i 1 100% - 100% BB ERRE
Everfirst Profits Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
Everfirst Profits Limited EREAES 1REE1ETHRA 100% - 100% REBHK
Fujitac Construction & Engineering Hong Kong 1 share 100% - 100%  Construction-related
Consultants Limited consultancy services
ETERERIREMARLAT B 1% 100% - 100% REABENERRS
Grand Win Design Consultants Hong Kong 1 share 100% - 100%  Construction design and
Limited consultancy services
EERERERAR ) 1 100% - 100%  RERXRERRE
High Horse Holdings Limited British Virgin Islands 10,000 shares 100% - 100%  Investment holding
of US$1
EEERERAR ERBAES 10,0008 100% - 100%  RARR
BE1ETHRG
High Regard Holdings Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
ESERERAR ERRAES 1REE 1 ETHRA 100% - 100% REBHK
Intercede International Limited British Virgin Islands 1 share of US$1 100% - 100%  Investment holding
Intercede International Limited EBRIES 1REE1ETHRS 100% - 100% REARR
Linktech Engineering & Landscape Hong Kong 1 share 100% - 100%  Consultancy services
Consultants Limited
EEIRRERERERAT & 1 100% - 100% ERRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INVESTMENTS IN SUBSIDIARIES (Continued)

an\

(Expressed in Hong Kong dollars unless otherwise indicated)

B IR M

(B =EHEHRAI - LBTZ2)

12 REBATMRE (@)

Percentage of ownership interest

FEREREN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
ML/ BRARBRRE/ 158 NG HWEAH
NRER RIREELH EMERGEE ERER b2 BE IEEE
Sun Fook Kong — Biwater Joint Hong Kong N/A 100% - 100%  Civil engineering
Venture®
Sun Fook Kong — Biwater Joint B TER 100% - 100% TARIR
Venture®
Sun Fook Kong — Chit Cheung Joint ~ Hong Kong N/A 100% - 100%  Construction and civi
Venture? engineering
Sun Fook Kong — Chit Cheung B T 100% - 100% BERTATE
Joint Venture*
Sun Fook Kong (Givil) Limited Hong Kong 7,000,000 shares 100% - 100%  Civil engineering and
maintenance
MER (LR BRAA &E 7,000,000 100% - 100% TATRERRE
Sun Fook Kong Construction Limited ~ Hong Kong 4,440,000 shares 100% - 100%  Building construction and
maintenance
MEREEERAR &E 4,440,000 100% - 100% EFRERRE
Sun Fook Kong Construction Hong Kong 10,000 shares 100% - 100%  Project management
Management Limited services
MREIRREEEARAA &k 10,0008 100% - 100% BB EREH
Sun Fook Kong E & M Management Hong Kong 4,700,000 shares 100% - 100%  Hiring out of plant and
Limited machinery and
undertaking electrical
installation work
FEARBIRERA &E 4,700,000 100% - 100% #ERERESELER
REERERIR
Sun Fook Kong Engineering Limited Hong Kong 2,000,000 shares 100% - 100%  Civil engineering
HEEIRERAR i 2,000,000 &% 100% - 100% TAIR
Sun Fook Kong Holdings Limited British Virgin Islands 10,400 shares 100% 100% - Investment holding and
of US$1 each building construction
HEEERERAR EERAHE 10400 R Bk E(E 100% 100% - RABRRETRE
1=k G
Sun Fook Kong Housing Services Hong Kong 12,100,000 shares 100% - 100%  Housing management
Limited services
TEEEFREERAR B 12,100,000 100% - 100% EEEERE
SFK Housing Services (China) Limited ~ Hong Kong 10,000 shares 100% - 100%  Investment holding
MERRTRE (PE)BRAR &E 10,0008 100% - 100% REHHK

“TELER|FRERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

12 INVESTMENTS IN SUBSIDIARIES (Continued) 12 HRBATRRE (&)
Percentage of ownership interest
FEREREN
Place of Particulars of
incorporation/ issued and Group’s
establishment and paid-up capital/ effective Held by Held by
Name of company business registered capital interest the Company  asubsidiary  Principal activities
ML/ BRARBERE/ rEE N WEAR
DRER RIREEDS EMERFE BRER =20} B FEEE
Sun Fook Kong Joint Venture® Hong Kong N/A 100% - 100%  Construction and civi
engineering
HEERENR) i T 100% - 100% BERTAIR
Sun Fook Kong Themeworks Hong Kong 100 shares 100% - 100%  Investment holding
(Hong Kong) Limited
HEESOHE(ER)BRAR ) 100% 100% - 100% RERR
Sun Fook Kong Themeworks Macau 2 shares of 75% - 75%  Construction and civi
Production (Macao) Limited? MOP12,500 each engineering
HRARDNECRM)ERATFA g 2REREE 75% - 75% BERTAIRE
12,500 2P iR (5
BB EERER AT The PRC US$800,000 100% - 100%  Building management,
(FIEBLERNES @ﬁ RAF)" property consultancy
and consultancy services
FLRENEERERAT EP 800,000%7T 100% - 100% REER YEEER
(MEBLERNEERBRAR) ERIRE
ENEREEEN R ERAR The PRC Renminbi (‘RMB”) 80% - 80%  Consultancy services
300,000
B aERRH AR G ARH300,0007 80% - 80% MR
BMFEENEERERAA" The PRC RMB1,000,000 100% - 100%  Building management,
property consultancy
and consultancy
services
BN EENEERERAR" G ARE1,000,00070 100% - 100% BEEE DEEMR
BRRE
e This entity was a joint operation of the Group in 2016. e ZEBRAKRER_Z - FNEEER -
# These entities are unincorporated bodies. # ZEBRTVEE ANMALEHAE -
These entities are wholly foreign-owned enterprises. ’ ZEBEBRIEBERE -
These entities are not audited by KPMG. ZEBRRCEFTHGTMEBIEZ ©
The financial statements of the subsidiaries not audited by KPMG RERCESTHETMEEMEZ B AR
reflect total net assets and total revenue constituting approximately VB ERRMAEEE FELBEBIES AL
1.6% and 0.2% respectively of the related consolidated totals. B2 EBTEN1.6% K% 02% °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M R

(Expressed in Hong Kong dollars unless otherwise indicated) (B 2B RSN - IABTE7)

13 INTEREST IN JOINT ARRANGEMENTS AND
AMOUNT DUE TO A JOINT VENTURE

(@) Interest in a joint venture and amount due to a

13 REERNESREMSERER
R

(a) EAA%J/J:\%E'JEE?&E{‘J' a5

joint venture Mg
2017 2016
—E—tF ZE-RF
$’000 $000
Fr FT
Share of net assets DIRFEE 3,089 2,067
Amount due to a joint venture (note) JE & & ERIE (M) (1,904) (1,032)

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

repayable 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:

Mz : BN ASERETGE  EEF - AR
TRER -

() AEERELSELENERRAER
FEEGAMBHRERIE  FEN
™

Percentage of ownership interest

FERERAIL
Form of Place of Group’s
business incorporation effective Held by Held by
Name of joint venture structure and business interest the Company  asubsidiary  Principal activities
EMAILR r5H LN ) P
RELEER EBERERX XM ERER 58 BE IEER
Sun Fook Kong — Kun Fai Incorporated Macau 50% - 50%  Buiding construction
Engineering and Construction and public works
Co., Ltd.
("Sun Fook Fong — Kun Far’)
MR - REREATR il iz i 50% - 80% BFRERRATR
ARAR (TR — #E))
Sun Fook Fong — Kun Fai, the only joint venture in PN iR — S S ENED

which the Group participates, is unlisted corporate
entity whose quoted market price is not available.

ml

I

o

B2
— EERYEMSRENI LT
ES Y

m
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

13

174

(B =EHERPI - LEBTZ25)

INTEREST IN JOINT ARRANGEMENTS AND
AMOUNT DUE TO A JOINT VENTURE (Continued)

(b)

Interest in joint operations

In addition to the joint venture as listed in note 13(a), the
Group has also established joint arrangements with outside
contractors to undertake general building and civil
engineering in the form of joint operations. In accordance with
the agreement, the decisions about relevant activities in these
entities require unanimous consent of the parties sharing
control and, therefore management has accounted for the
investments as joint operations.

Details of the Group’s interest in the material joint operations,
all of which are accounted for using the line-by-line basis to
the extent of the Group’s interest in the joint operations, are
as follows:

13 REERINESREMSELEMR
| (&)

(b)

REEEKHER

BRBIE13(@) FrFI & B EIN - REBIT
EESNUABRBMAKRKR R - LR
RENTAAEK - REFTREATIE -
Rt ERSERERLTDEHD
RRBEEZAZHENET —BRAER
THHEE AMEREHERIRERA

AEERBAGEEBREREER
AEERAEEHOERIE  EXA
LERBOERAFRNT

Percentage of ownership interest

FEggRAL

Form of Place of Group’s

business incorporation effective Held by Held by
Name of joint operation structure and business interest the Company  asubsidiary  Principal activities

SR K F5H LN WEAR

RELEER EBREYA EXHE ERER B8 BE FEEH
CEC — GCC Joint Venture Unincorporated Hong Kong 40% - 40%  Civil engineering
RETR - REREHE Y IN: & 40% - 40% TARIR
Fujita — Sun Fook Kong Joint Venture Unincorporated Hong Kong 50% - 50%  Civil engineering
Fujta — Sun Fook Kong Joint Venture 5% AStrfiz i 50% - 50% ETARIE
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15

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

GROSS AMOUNT DUE FROM/TO CUSTOMERS
FOR CONTRACT WORK

e IR M R

(BRRBEAI - LIBET25)
14 Bl HenIEER&H

2017 2016
—E2—+F ZE-RF
$°000 $000
Ft Fr
Contract costs incurred plus recognised BEEE BRI E HEsR i KR
profits less recognised losses BEREE 9,453,857 8,165,081
Less: progress billings received and W B R G TS BR K
receivable (8,950,854) (7,719,209)
503,003 445,872
Representing: ¥ :
Gross amount due from customers JEWA#H TREF @5
for contract work 689,399 570,330
Gross amount due to customers ENEHIRE e
for contract work (186,396) (124,458)
503,003 445,872
All gross amount due from/to customers for contract work are Tﬁﬁﬂﬁﬁﬁﬂ’iﬂﬂl/ﬁ HNIREPEEERN—F
expected to be recovered/settled within one year. Rk e fEiE

TRADE AND OTHER RECEIVABLES

15 EWRZHIRHRE A tELRE

2017 2016

—E—+F ZE-RF

$°000 $000

Ft T

Trade debtors FEUE SRR 570,525 314,282

Deposits, prepayments and other receivables &4 ~ T8 R IE M E b & Y 5008 43,246 39,502

Amounts due from related companies FEUR B R~ B3R IE (MYFE ()

(note (i) 1,815 10,285
Amounts due from a joint operation partner  FEUR A & ZE SRR IE (BT (i)

(note (i) 36,810 27,789

Retentions receivable JEUIRFE & 219,508 132,831

871,904 524,689

Notes:

(i) The amounts represent trade balances due from subsidiaries of Great Eagle
Holdings Limited and Sun Fook Kong Group Limited for the provision of
housing management services and consultancy services. The balances carry
similar trade terms to those with other customers.

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

(iii) Except for the amounts of $174,022,000 (2016: $74,028,000) 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.

GER

0} ZRBIERIREEE B IR R &K RS L
EEBERABAMNEAREERATDZWER

RINE DS - ZSEHNEZ KRERE MR
FreftERE -

(i WEEEBBHRETHE  BEMRERE
‘J’%‘i

(i) BR174,022,00078 70 (= F — /X4 : 74,028,00078
ﬁ)s’mlﬁﬁﬁqﬁﬁ%ﬁ’\ FREIN - EKE P
A H A AT IE A B TR RS —F R

Hﬂz@
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e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

(B =EHERPI - LEBTZ25)

15 TRADE AND OTHER RECEIVABLES (Continued)

176

(a)

(b)

Ageing analysis

As at the end of the reporting period, the ageing analysis of
trade debtors and trade balances due from related
companies (which are included in trade and other
receivables), based on the invoice date (or date of revenue

15 BRRSEREAMBURE (2)

(a)

RRIR 2 A7

R|EHR - ERE

B s Y s e R

AR (AREERE) 1) EUE 5 MR FTA
K e R R R E 5 R (T ARIKE
5 0 R B L At MR IR ) 1O BR R o0 AT AN

recognition, if earlier) is as follows: K
2017 2016
—B-tF  ZZNF
$°000 $000
Ft T
Within 1 month 1B AR 532,377 263,006
Over 1 to 2 months 1Z221EA 24,502 55,345
Over 2 to 3 months 2Z31EA 7,941 4,377
Over 3 months HBid31E A 7,520 1,839
572,340 324,567

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

Impairment of trade debtors

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

At 31 December 2017 and 2016, none of the trade debtors
are considered to be impaired.
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(b)

EUEZEREHZAME14E30HR
- AREAREEERRNEMBFT

HAMIFE20(@0) ©

P & 2 RRFORE

B E ZRFA R BRI ARE S &
HREVRERBIBRRBRERIIR  ERA
S EREWREZEFIBR AR ERIE -
APRERBEEREEWE S RFME (R

FEEE100) °

RZE—+LFRF

—RNF+=A

=t—HB BEAKENEEESER

WARRRAE ©



(c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

15 TRADE AND OTHER RECEIVABLES (Continued)

Trade debtors that are not impaired (c)

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

B IR M

(B =EHEHRAI - LBTZ2)

n‘/T\

15 BURSERRAMBUKRE (2)

3 5w (B 9 FE UK B 3 RR K

jﬁﬂﬂl?ﬂﬁ LR R ARENERE S
AN B RAEE N R B 5 SRR ER
DTﬁﬁDT-

2017 2016

—E2—+tF ZE-RF

$’000 $'000

Tt FT

Neither past due nor impaired AR g0 B TR RORL(E 543,815 310,910

Within 1 month past due BHAN 18 A 19,319 8,318

Over 1 to 2 months past due B =28 A 1,609 3,495

Over 2 to 3 months past due BHA2 = 31E A 1,108 48

Over 3 months past due wHIR B 3@ A 6,489 1,796
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, e 13657

572,340 324,567

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

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

16 CASH AND CASH EQUIVALENTS AND OTHER
CASH FLOW INFORMATION

(a)

Cash and cash equivalents comprise:

BE 4 260 5 7T SRR (B 60 R MR TRDS R K B
WA R NLENES -

EHME I E R E R IR RS
AEBZBAFERFEIELENELE
Fe-RBEBELR  ERERR/BAN
ZEFMEHRERE  REREEE
ZUBBABCABARNDPE ST 2H
Y@ o

16 R FRYAEEMASRE

wH

(a)

REMREFEYEE

2017 2016
—E—+F —E-RF
$°000 $'000
FHET FET
Cash at banks and in hand in A MEARARARNIEITR
the consolidated statement of FERS
financial position 256,759 215,828
Bank overdrafts (note 18) RITEZ (FHFE18) (5,984) -
Cash and cash equivalents in Z? REMERANNRE R
the consolidated cash flow statement WEEEBY 250,775 215,828
—t+tER | FEEESEEBR AT 177
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e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

(B =EHERPI - LEBTZ25)

16 CASH AND CASH EQUIVALENTS AND OTHER 16 BHeRAEFEYRAMBE SRR
CASH FLOW INFORMATION (Continued) 'aH &)
(b) Major non-cash transactions (b) FEFREXRZ
During the year ended 31 December 2017, there were BHE_Z—tF+-_A=+—HILFE "
proceeds from bank loans of $81,775,000 (2016: $732,000) HEERRITEKAEKIES1,775,000
directly transferred to trade creditors to settle the trade BIL(ZZF—/RF 732,000 7T) £ fE
balances. These proceeds from bank loans had no cash flow NEZENR  NEEE S - ZEFR
impact to the Group. TERMBSREHAEETER SRS
2
During the year ended 31 December 2017, there were BHE-_Z—tF+-_A=1t—HIEE "
proceeds from bank loans of $30,879,000 (2016: HK$Nil) BB RIRTT B ATS 578 30,879,000
directly transferred to a joint operation partner to settle the BL(ZE—R"F:TBT)E—HEE
trade balances of the joint operation. These proceeds from BN NEELAEEBNE 85 -
bank loans had no cash flow impact to the Group. ZERTERMSRIBEARNEE T &R
TRETE -
(c) Reconciliation of liabilities arising from financing (c) BMEZTBAELEBNEHIER
activities
The table below details changes in the Group’s liabilities from TREIBEEZHMEERAEEEEN
financing activities, including both cash and non-cash SE(BEReRIRSETH)FIE -/
changes. Liabilities arising from financing activities are BEHMEXAGEREREMNECLH
liabilities for which cash flows were, or future cash flows will KRBREREHRAEBOILERESR
be, classified in the Group’s consolidated cash flow statement ERNSBIEREETMELERESRE
as cash flows from financing activities. KBafE -
Bank loans
IRITER
Note $°000
Bt e FT
At 1 January 2017 _R=%F-t&-A-R 18 . tooTse
Changes from financing cash flows: RMERERENES
Proceeds from bank loans RITE RS RIA 710,000
Repayment of bank loans EERITER (621,628)
Interest paid =N (5,486)
Total changes from financing cash flows mEReRENESEE 000000 82,886
Other changes Hin& 5
Bank loans directly transferred to BEFEBRERNBEZERIN
trade creditors IRITER 16(b) 81,775
Bank loans directly transferred to HREREALELEEN
a joint operation partner RITER 16(b) 30,879
Finance costs BEK A 6(a) 5,486
Total other changes o HweEEHes 0 118140
At 31 December 2017 R=-B—tF+=HA=+—H 18 301,758

178
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M ERAR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (B 2B RSN - IABTE7)

17 TRADE AND OTHER PAYABLES 17 BB SRHRREMERIE
2017 2016
ZE—tF —E-RF
$’000 $°000
F Tt

Trade creditors JENE SRR 450,070 315,188

Accruals and other payables FEt B L EMENZIE 250,640 175,427

Amounts due to joint operation partners B S EBBHAORIE

(note (i) (H=EG) 6,562 7,480

Retentions payable I IRES 223,799 176,685

931,071 674,780

Notes: PR -

0] The amounts due to joint operation partners are interest-free, unsecured and 0] BN A EEBBHNFIET S « B RAREX
repayable on demand. fBiE -

(ii) Except for the amounts of $140,475,000 (2016: $85,356,000), all of the (ii) 140,475,000 % 7T ( =2 — 754 : 85,356,000 4 7T.)
remaining balances of trade and other payables are expected to be settled HRIESN - BN E SRR R EMENFIB AR T
within one year. HIEEAE N —FREE -

Ageing analysis BRER DA

As at the end of the reporting period, the ageing analysis of trade RB|ERR  ERZREAHNENE SR

creditors, based on the invoice date, is as follows: BRER DTN

2017 2016
—E2—+F ZE-RF
$°000 $'000
Fx Tt

Within 1 month 1E AR 352,289 256,496

Over 1 to 2 months 1&221EA 70,655 50,602

Over 2 to 3 months 223188 10,319 3,001

Over 3 months HBiE31E A 16,807 5,089

450,070 315,188
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e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B BB RSN - IABTE7)

18 BANK LOANS AND OVERDRAFTS 18 HMITHRREX

180

2017 2016
—E—tF —E—RF
$°000 $000
Fx Tz
Bank overdrafts, repayable on demand RITEY - BIREREE (M 16)
(note 16)
— Secured — BEEH 4,858 -
— Unsecured — A 1,126 -
5,984 -
Bank loans, repayable within 1 year RITER  —FREE
— Secured — HiEH 60,000 45,000
— Unsecured — mEH 241,758 55,732
e 301,768 100,732
307,742 100,732

(@  Asat 31 December 2017, the bank loans and overdrafts bear
interest ranging from 1.80% to 2.69% (2016: 1.97% to
2.67%) per annum.

(b) As at 31 December 2017 and 2016, the banking facilities
(including bank loans, overdrafts and performance bonds)
granted to the Group, the Group’s joint operations and the
Group’s joint venture jointly were secured by:

(i) Assignment of project proceeds from certain
construction contracts of the Group, the Group’s joint
operations and the Group’s joint venture;

(i)  Pledged deposits of the Group of $25,006,000 (2016:
$19,941,000);

(i)  Corporate guarantees provided by a subsidiary and the
joint venture partner, personal properties and pledged
deposits owned by the joint venture partner; and

Corporate guarantees provided by the Company and
cross corporate guarantees provided by the Company
and certain subsidiaries.

(c) Al of the Group’s banking facilities are subject to the fulfilment
of certain covenants as are commonly found in lending
arrangements with financial institutions. If the Group were to
breach the covenants the drawn down facilities would
become payable on demand. The Group regularly monitors
its compliance with these covenants. Further details of the
Group’s management of liquidity risk are set out in note 20(b).
During the year ended 31 December 2017, none of the
covenants relating to the drawn down facilities had been
breached (2016: $Nil).
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R-_Z—+F+-_A=+—8 R£TE
RETIRENEA1.80% F2.69% (—F
—NF 1.97% E2.67%):TE -

R-ZZE—+tEFR-_ZT—XE+=-A
=—t+—H BFAEE - AEEEEE
BRAEESELEMRITRE (RER
TER  BEXRBHORE) —RUATHE
TEVEHR

() WEAREETRESLD AEH
BERBRARESERENIER
FRS50R

(i) A& EE EHAF 25,006,000
(= T — /X F :19,941,000%
T

(i) —HKWBRATIREZEEERBHIEMS
MEERER  AECEREMER
MALATERBEREFR &

v) ARERENEERERARARRF]
RETHWBARRHENZ R
& o

AEEMARITHEHERS TRHE
BREFAEE  WEABRERNESH
BEERNEELHE  WAKBERRHE
ORI ERRERER - A%
ErHERE AT ETREL S - 66
AEBEERDESCREBRNE —TFHE
HRKIFE200) c HE-ZT—+F+ A
—t+—HLFE AEEHEERER
REOMBEBENZEH(ZT—RF:
) o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M ERAR MR

(Expressed in Hong Kong dollars unless otherwise indicated) (B 2B 1N - IABTE7)

19 CAPITAL, RESERVES AND DIVIDENDS 19 BFEX - FHWREE
(@ Movement in components of equity (a) HEZIHDEE
The recongiliation between the opening and closing balances REEGREEZS B MBI RBERE
of each component of the Group’s consolidated equity is set BREVE IR NS =Bk -

out in the consolidated statement of changes in equity.

Details of the changes in the Company’s individual KRB = BRI AEKE 2 0 E) RFER
components of equity between the beginning and the end of BEFEHINOT

the year are set out below:

The Company AAT

Share Share  Capital Retained
Note capital premium reserve profits Total
BisE BA BROEE REAEE KREEA st
$000 $000 $000 $000 $000
T T FTr Fr T

At 1 January 2016 RZZE—X"F—A—H 40,000 82,867 81 104,666 227,614
Profit and total FREF R

comprehensive FHEREBE

income for the year - - - 106,374 106,374
Dividends approved in F—FEHENRE

respect of the previous year 19(b)(ii)) - - - (100,000) (100,000)
Dividends declared in respect AEEDETIERE

of the current year 19(b)(i) - - - (36,0000 (36,000
At 31 December 2016 RZE—RF

+-ZA=+—H 40,000 82,867 81 75,040 197,988

At 1 January 2017 RZE—+F—[—H 40,000 82,867 81 75,040 197,988
Profit and total FREF R

comprehensive FEKEBEE

income for the year - - - 159,369 159,369
Dividends approved in respect = —EE# A RIRR 2

of the previous year 19(b)(ii)) - - - (70,000) (70,000)
Dividends declared in respect  AEED TR E

of the current year 19(b)(i) - - - (50,000) (50,000)
At 31 December 2017 RZE—+F

+=-A=+—H 40,000 82,867 81 114,409 237,357
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e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated) (kBB 18N - B TE)
19 CAPITAL, RESERVES AND DIVIDENDS (Continued) 19 BF  FERRER (2
(b) Dividends b) BE

() Dividends payable to equity shareholders of the i) EFEAEMELATEZERRZKE :
Company attributable to the year:

2017 2016
—E—t5F ZE—RF
$°000 $'000
Tr Tt
Interim dividend declared and paid of B & & RIER 2+ B &,
12.5 cents (2016: 9 cents) per FRRE B 12,5811
ordinary share TE—RE M) 50,000 36,000
Final dividend proposed after the end of R iR&E EARE BIR 2 R HA
the reporting period of 18.5 cents R EERIE AR 18.581
(2016: 17.5 cents) per ordinary share T —XF 17.551) 74,000 70,000
124,000 106,000
The final dividend proposed after the end of the RS BIR B EIRN 2 REAR B0
reporting period has not been recognised as a liability RRMERBEREBE -

at the end of the reporting period.

(i) Dividends payable to equity shareholders of the (i) FARERKRNSZA—BEEREZ
Company attributable to the previous financial ERAQATEZRRERMGZERE
year, approved and paid during the year

2017 2016
—E—t5F ZE—RF
$°000 $°000
Fr T
Final dividend in respect of the previous F4E At /& KR 1 2 B AT
financial year, approved and paid —MFEBH2RERE
during the year, of 17.5 cents SRR 17.5 7L
(2016: 25 cents) per share TT—XF  25510) 70,000 100,000
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(c)

(d)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

19 CAPITAL, RESERVES AND DIVIDENDS (Continued)

B IR M

(B =EHEHRAI - LBTZ2)

n‘/T\

19 BF - EMREKEE (&)

Share capital (c) R&
2017 2016
—E—tHF —E-REF
No. of Amount No. of Amount
shares $ shares $
BHEE SEBT [EenEzeE] SEETT
Authorised: EERA
At 1 January and R—A—Bk
31 December +-A=1+—8 10,000,000,000 1,000,000,000 10,000,000,000  1,000,000,000
Ordinary shares, issued ERTHRLER
and fully paid:
At 1 January and R—A—BR
31 December +=R=1+—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) Share premium

The application of the share premium account is
governed by section 40 of the Bermuda Companies Act
1981.

(i) Capital reserve

The capital reserve of the Company arose from the

Group’s reorganisation completed in January 2008.

(iii) Exchange reserve

The exchange reserve comprises all foreign exchange

differences arising from the translation of financial
statements of foreign operations.

The reserve is dealt with in accordance with the
accounting policies set out in note 1(t).

—E—LFEWR|FRE

(d)

BRI E NG RRIT B SRR S, -
TEBRAATEE L RTRBRHR—
= FEEBRAAAANBEESE
A2 4R -

RHENEEREN
(i) REE

B EER<EAXBRE
—NN\—FREEF A BFHRE °

BEAHE

RRBNERFER _TENF—
AEREBERRES -

(ii)

BE 5

PE R RIE R E RN ETE M R
RELWMABINEES -

(iii)

FEBRBEMZIOMASTERE
# o

BEEBERBRA 183



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

19 CAPITAL, RESERVES AND DIVIDENDS (Continued)

184

(e)

Capital management

The Group’s primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern,
so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing services
commensurately with the level of risk and by securing access

to finance at a reasonable cost.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital

structure in light of changes in economic conditions.

The Group monitors its capital structure on the basis of an
adjusted net debt-to-capital ratio. For this purpose, adjusted
net debt is defined as total debt (which includes interest-
bearing loans and borrowings) less cash and cash
equivalents. Total capital comprises all components of equity

attributable to equity shareholders of the Company.

During 2017, the Group’s strategy, which was unchanged
from 2016, was to maintain the adjusted net debt-to-capital
ratio at the lower end of the range 25% to 40%. In order to
maintain or adjust the ratio, the Group may adjust the amount
of dividends paid to shareholders, issue new shares, return
capital to shareholders, raise new debt financing or sell

assets to reduce debt.
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19 CAPITAL, RESERVES AND DIVIDENDS (Continued)

(e)

Capital management (Continued)

The Group’s adjusted net debt-to-capital ratio at 31
December 2017 and 2016 was as follows:

B IR M

(B =EHEHRAI - LBTZ2)

n‘/T\

19 BE  EERERE &)
() EBEXEHEHE)
AEER-_T—tER-T-—RF+=

A=t ANKEREFEHRHEARLX
m

2017 2016

—E2—+tF ZE-RF

Note $’000 $°000

B 5T Fx Tt

Cash at banks and in hand RITRFHERE 16(a) 256,759 215,828

Less: Bank loans and overdrafts B IRITERREX 18 (307,742) (100,732)

Net (debt)/cash (BE) ResE (50,983) 115,096
Total equity attributable to equity 7~ RIfEE IR

shareholders of the Company FE(R AR 473,991 451,749

Net debt-to-capital ratio FEBHERLR 10.8% N/A 713 A

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

20 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency risks arises
in the normal course of the Group’s business. The Group’s
exposure to these risks and the financial risk management policies
and practices used by the Group to manage these risks are
described below.

(a)

Credit risk

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

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

AR B R E AR B B S AR SN
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20 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

186

(a)

Credit risk (Continued)

In respect of gross amount due from customers for contract
work and trade and other receivables, before entering into
construction contracts, assessment of the potential
customers is carried out as part of the acceptance
procedures for the new contracts. These assessments focus
on the customer’s past history of making payments when
due and current ability to pay, and take into account
information specific to the customer as well as pertaining to

the economic environment in which the customer operates.

Regular review and follow-up actions are carried out on
overdue amounts of trade receivables from customers which
enable management to assess their recoverability and to
minimise the exposure to credit risk. Trade receivables are
due within 14 to 30 days from the date of billing. Normally,

the Group does not obtain collateral from customers.

The Group’s exposure to credit risk is influenced mainly by
the individual characteristics of each customer rather than the
industry or country in which the customers operate and
therefore significant concentrations of credit risk primarily
arise when the Group has significant exposure to individual
customers. At the end of the reporting period, 46% and 84%
(2016: 36% and 78%) of the total trade receivables was due
from the Group’s largest customer and the five largest

customers respectively.

Except for the financial guarantees given by the Group as set
out in note 22, the Group does not provide any other
guarantees which would expose the Group to credit risk. The
maximum exposure to credit risk in respect of these financial
guarantees at the end of the reporting period is disclosed in

note 22.

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from trade and other

receivables are set out in note 15.
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20 MERBEEREMIALTEE®)

(Expressed in Hong Kong dollars unless otherwise indicated)

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

(b) Liquidity risk (b) RBEEME

Individual operating entities within the Group are responsible
for their own cash management, including the short-term
investment of cash surplus and the raising of loans to cover
the expected cash demands, subject to approval by the
Company’s board of directors when the borrowing exceed
certain predetermined levels of authority. The Group’s policy
is to regularly monitor its liquidity requirements and its
compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash and adequate committed
lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer term.

The following tables show the remaining contractual
maturities at the end of the reporting periods of the Group’s
non-derivative financial liabilities, which are based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the end of the reporting period) and
the earliest date the Group can be required to pay:

At 31 December 2017

AEEETHENZSEEREERSHR
SEHE  BRETEHNRSARKER
LEREFAERNERRSFR - MHEMHE
REBEEMNE TREKFE ARG
RAREEEHNE RNEBNBRE
EHERRDHEST L RERRHET
B BREAKHNASHBRETE
CRBBRTRRNCARESRE
NEMNEHE AR ESFR

TRIVIRHmERRAEEITES R
BENBRTANIMBR  DEREH
ABRAERE(BEEAHOMNE (0B
FR O ARMEMRERORE)SHED
BN RAKE A KB L N KO RKF
HEDAT -

R=ZB—tH&+=A=+—8H

Contractual undiscounted cash outflow

ERRBEBRERE
More than More than
Within 1 year but 2 years but
1yearor less than less than Carrying
on demand 2 years 5 years Total amount
1FRR 10 L 2F N E
RERE B2FR B5FR #Hat EREE
$°000 $°000 $'000 $°000 $°000
Fr T Fr T Tr
Trade and other payables JERB SRZ R
Hit ErT5E 707,272 - - 707,272 707,272
Retentions payable ERRES 83,324 75,831 64,644 223,799 223,799
Amount due to a joint venture EfAEMERIE 1,904 - - 1,904 1,904
Bank loans and overdrafts ~ RITERREX 308,373 - - 308,373 307,742
1,100,873 75,831 64,644 1,241,348 1,240,717
Financial guarantees BEiH
issued: MEER
Maximum amount guaranteed &= E RS
(note 22) (FizE22) 87,088 - = 87,088 =
— T+ FR(|FERAELZEEERADA 187
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20 FINANCIAL RISK MANAGEMENT AND FAIR 20 MBEARETEREMIALFEHE)
VALUES OF FINANCIAL INSTRUMENTS (Continued)

188

(b) Liquidity risk (Continued)
At 31 December 2016

(b) REBEZER(E)
R-B-A"F¥+=-A=t+—-H

Contractual undiscounted cash outflow

BHRMERS 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
1E R 1M E 2F P E
REKE B2FR B5FR mEt REE
$000 $000 $000 $000 $000
FTr T FTr T T
Trade and other payables ENESERET R
H it e 508 498,095 - - 498,095 498,095
Retentions payable ERRES 91,329 45,106 40,250 176,685 176,685
Amount due to a joint venture  JERfAENETIE 1,032 - - 1,032 1,032
Bank loans BITER 100,928 - - 100,928 100,732
691,384 45,106 40,250 776,740 776,544
Financial guarantees BN
issued: MERER
Maximum amount guaranteed &= ER S5
(note 22) (Ffi7E22) 228,181 - - 228,181 -
The Group is exposed to liquidity risk that arises from AREE@EERAETENSSEBTNE
guarantees in respect of banking facilities of joint venture and TRERHEERMEENREECRR -
joint operations. The guarantees are callable if the respective WMEBEEhE AEEBRREERE
joint venture and joint operations are unable to meet their % REBWERKKAEER -
obligations.
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20 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(c)

e IR M R

(B =EHEHRAI - LBTZ2)

20 MERBEEREMIALTEE®)

Interest rate risk (c) F=mEp
The Group is exposed to cash flow interest rate risk in relation REBEZFHNERRITER  EERF
to variable-rate bank borrowings, pledged deposits and cash REBTHSTEAEBRRSRENER
at banks. Interest rate risk on bank deposits is considered % o ZRMIRABRITHEROF AR LT
immaterial and therefore have been excluded from the BRARTEGEAANTHREES
sensitivity analysis below. The Group has not used financial e AEBTESHHBSRITETEE
derivatives to hedge against the interest rate risk. However, MEEE - AT - WHAEXERS - &
from time to time, if interest rate fluctuates significantly, ST REIGEE B E RN R E R -
appropriate measures would be taken to manage interest risk
exposure.
The Group’s cash flow interest rate risk is mainly AEENHEERENEREEZESEHR
concentrated on the fluctuation of Hong Kong Interbank FEMERRITERAEENBBRITH
Offered Rate arising from its variable-rate bank borrowings. ERERE - REBEFSRITEREF]
The interest rates and terms of repayment of interest-bearing R REEBIEFA T IERERMI 18 E -
bank borrowings of the Group are disclosed in note 18 to the
financial statements.
() Interest rate profile i) FREBER
The following table details the interest rate profile of the TRAFAEEF BRITEKOF
Group’s interest-bearing bank borrowings. TIFR o
2017 2016
—Z—tF ZE—RF
Effective Effective
interest interest
rate Amount rate Amount
BRF=E 28 EBEREMNX B8
% $’000 % $'000
Ft Tt
Variable rate borrowings: R RER
Bank loans and overdrafts RITERREX 249 307,742 2.23 100,732
TELtER|TEEEREEBERAA 189
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20 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(c) Interest rate risk (Continued)

190

(i)

Sensitivity analysis

At 31 December 2017, it is estimated that a general
increase/decrease of 100 basis points in interest rates,
with all other variables held constant, would have
decreased/increased the Group’s profit after taxation
and retained profits by approximately $2,570,000
(2016: $841,000) in response to the general increase/
decrease in interest rates.

The sensitivity analysis above indicates the exposure to
cash flow interest rate risk arising from variable-rate
bank borrowings held by the Group at the end of the
reporting period, the impact on the Group’s profit after
taxation and retained profits is estimated as an
annualised impact on interest expense of such a
change in interest rates. The analysis is performed on
the same basis as 2016.

(d) Currency risk

The Group is exposed to currency risk primarily from cash
balances that are denominated in a foreign currency, i.e. a
currency other than the functional currency of the operations
to which the transactions relate. The currencies giving rise to
this risk is primarily Renminbi and United States dollars.

In respect of cash balances denominated in foreign
currencies, the Group ensures that the net exposure is kept
to an acceptable level, by buying or selling foreign currencies
at spot rates where necessary.
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20 FINANCIAL RISK MANAGEMENT AND FAIR 20 MERRERREMIAATFHEE)
VALUES OF FINANCIAL INSTRUMENTS (Continued)
(d) Currency risk (Continued) (d E¥ERE)
() Exposure to currency risk (i) E¥ER

The following table details the Group’s exposure at the TRENAEERREHARTEEER
end of the reporting period to currency risk arising from LA E B se B AINE A THE
recognised assets or liabilities denominated in a WEBREEXBEMEENEE
currency other than the functional currency of the entity Rz o 2 - FTERRRASEE
to which they relate. For presentation purposes, the VARG 45 A RN EREE R B /& T3
amounts of the exposure are shown in Hong Kong R e
dollars, translated using the spot rate at the year end
date.

Exposure to foreign currencies
(expressed in Hong Kong dollars)

SRR (BB TTR)

2017 2016
—E—+tF ZE-RF
United United
States States
dollars Renminbi dollars  Renminbi
ESpH AR e AR
$’000 $’000 $'000 $°000
Fx Fx Tt Tt
Trade and other receivables  FEWE 5% )Si
H A FE IR = 5,285 - -
Trade and other payables BIE SRS )32
Hth fET 5B (3,557) (2,402) - -
Cash at banks and inhand ~ $R{T R FEE S 1,018 841 940 590
Gross exposure arising from R EE K
recognised assets and BBEEY
liabilities [R\ B 48 2R (2,539) 3,724 940 590

—tFR|FTREEREEBR R A 191
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20 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)

192

(i)

Sensitivity analysis

The following table indicates the instantaneous change
in the Group’s profit 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
United States dollars against other currencies. That is,
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.

20 MERBREEREMIALTE®)

(d)

EXER(E)

(i)

HRED

T%%mﬁ$¢l%ﬁ¢%$ﬁ“
A B A R i BB T &
%ikﬂ@%[fﬁﬁﬁﬁﬁ“
B - NSRBI RR B R A (R fR B
M) Befir & R 25 EL A AR ) 1O B By 22
o Bt s - EREETEENR
HEMEBENEAES TS Q%E
HEETHMBERTELEATE
%%‘%%M%EW%%%EM%
B ARTRHEMRIT R FHER
ERELTEGEEE RS

2017 2016
—E-tF A

Increase/  Effect on Increase/ Effect on
(decrease) profit after (decrease)  profit after
in foreign tax and in foreign tax and
exchange retained exchange retained
rates profits rates profits
HERBiR HIRTE

Ext#f/ HAREE EXLH/ SFRREE
(FEE) HERBF (TB) BMHTE

% $'000 % $'000

Tr T

Renminbi AR 3% 97 3% 18
3% (97) (3%) (18)

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects
on each of the Group entities’ profit after tax and equity
measured in the respective functional currency,
translated to Hong Kong dollars at the exchange rate
ruling at the end of the reporting period for presentation
pUrposes.
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20 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Continued)

(d) Currency risk (Continued)

21

(e)

(i)

Sensitivity analysis (Continued)

The sensitivity analysis assumes that the change in
foreign exchange rates had been applied to re-measure
those financial instruments held by the Group which
expose the Group to foreign currency risk at the end of
the reporting period, including inter-company payables
and receivables within the Group which are
denominated in a currency other than the functional
currency of the lender or the borrower. The analysis
excludes differences that would result from the
translation of the financial statements of foreign
operations into the Group’s presentation currency. The
analysis is performed on the same basis as 2016.

Fair values

@

Financial instruments carried at other than fair
value

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost were not
materially different from their fair values as at 31
December 2017 and 2016, except for the amounts due
from/to joint operation partners and the amount due to
a joint venture that are interest-free and have no fixed
terms of repayment. In view of these balance, it is not
practicable to estimate their fair value.

COMMITMENTS

At 31 December 2017, the total future minimum lease payments
under non cancellable operating leases are payable as follows:

(B =EHEHRAI - LBTZ2)

20 MERBEEREMIALTEE®)

21

(d)

(e)

ik

BERER(E)

(i)

BREDN

BURE DT THRRE RN EEH A
REFFEREERHE AR
BEASEHBINERRNZE S
BTR BREAREARFRAE
RASTMERAR N EEEE AN E
BEHE R R R IA I B WGRIA - it
DT T BIERBINER R BT
BERAEENZ2IEEMELN
EB - RFEOMREA_T—NFH
Rl EEAEHETT o

AT

0]

BRAVPEMINEEIIRNESRT
&

RZE—tFRZE—A"F+=A
=+—8  REEIRKARSEEK
AHENEMTAENETDEEER
FETEERER  HERKFEN
BEEBBHRERENEELE
S (R B BEETIERI) BRI o
ERZEES BT EATELD

RZZB—tF+ZR=+—0  REF A HH
REMOENORRREREFRERNT

2017 2016

—EB-tF —ERF

$'000 $000

Fr T

Within 1 year —FR 15,339 13,162
After 1 year but within 5 years —FREAFA 6,196 11,545
21,535 24,707

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

“E LRI RAEAREREEARAA

AEBRKEHENBE TN ZEMENEABRA - Z
FHEO—RONPRYP—FE=F  AREHNW

BATAE

5

REEBEFRLO - BOALTBREHL

193



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

(B =BHEBI - LEBTE)

22 CONTINGENT LIABILITIES

194

@)

As at 31 December 2017, approximately $345,803,000 (2016:
$371,652,000) of performance bonds were given by banks to
the Group in favour of the Group’s customers as security for
the due performance and observance of the Group’s
obligation under the contracts entered into between the
Group and their customers. The Group has provided
guarantees of the above performance bonds. If the Group
fails to provide satisfactory performance to their customers to
whom performance bonds have been given, such customers
may demand the banks to pay to them the sum or sums
stipulated in such demand. The Group will then become liable
to compensate such banks accordingly. The performance
bonds will be released upon completion of the contract work.
The performance bonds were granted under the banking
facilities with details as set out in note 18(b).

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

As at 31 December 2017, the Group has provided
guarantees of $258,493,000 (2016: $236,728,000)
representing a 50% proportionate guarantee in respect of
certain banking facilities of $516,986,000 (2016:
$473,455,000) granted to its joint venture in Macau. The 50%
proportionate facilities were utilised to the extent of
$87,088,000 (2016: $137,722,000), of which amounts of
$75,740,000 (2016: $117,118,000) represent performance
bonds given by banks to the customers of the joint ventures.

As at 31 December 2017, the Group has also given
guarantees in respect of certain banking facilities of the
Group’s joint operations which amounted to $Nil (2016:
$97,618,000). The banking facilities were utilised to the extent
of $Nil (2016: $90,459,000), of which the amounts of $Nil
(2016: $87,618,000) represent performance bonds given by
the bank to the customer of the Group’s joint operation.

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

The subsidiaries of the Group are defendants in a number of
claims, lawsuits and potential claims relating to employee’s
compensation cases and personal injuries claims. The
directors of the Company considered that the possibility of
any outflow in settling the legal claims is remote as these
claims are all well covered by insurance. Accordingly, no
provision for the contingent liabilities in respect of these
litigations is necessary, after due consideration of each case.
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23 MATERIAL RELATED PARTY TRANSACTIONS 23 EXRBAES
Key management personnel remuneration (a) EEEBEABNEEH
()  Remuneration of key management personnel of the () AEFFTEEBEAENTFI(BE
Group, including amounts paid to the directors as B TESOFIB)RH e kS
disclosed in note 8 and certain of the highest paid mMETEaRTWEERSREERE
employees and senior management as disclosed in P FEQ I EE ©
note 9.
2017 2016
—E—t5F —E—RF
$°000 $'000
Tr T
Short-term employee benefits EHRERT 19,730 18,555
Post-employment benefits R EE T 695 672
20,425 19,227
Total remuneration is included in “staff costs” (see note FEmEEt A [E TRA| (E28
6(b)). BzE6(b) °
(b) Transactions with related parties (b) EEREEES RS
In addition to the transactions and balances disclosed B ERHEREEMANTHBENT S
elsewhere in these financial statements, the Group had the RlEeAGN  ERAEEEEE ST T
following transactions with the related parties during the year BEEDABIEAN TS
which the directors consider to be material:
2017 2016
—E—+F ZE-RF
Note $’000 $'000
BaE Tt T
Housing management and related  EEE 1B REBEREKA
service income (i) 13,669 41,233
Rental expenses, license fees, air- & M> « A&
conditioning and service charges RRKIREE (i 9,043 8,698
Consultancy service fee FARRT & (i) = 6,504
Revenue from civil engineering T ARIEEEMSWE
constructions (iv) - 742
Revenue from general building —IEFEEMSRE
constructions (v) - 295
Property management services LER== Yy ES |
and property consultancy AR WA
services income (vi) 5,434 741
Acquisition costs of subsidiaries WHEKBARRE (iii), (vi) - 13,380

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

—tFWR|FEE
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23 MATERIAL RELATED PARTY TRANSACTIONS

196

(Continued)

(b) Transactions with related parties (Continued)

Notes:

(i)

(i)

)

(vi)

During the years ended 31 December 2017 and 2016, the Group
earned housing management service income from and engaged in
trading of cleaning materials with subsidiaries of Great Eagle Holdings
Limited.

During the years ended 31 December 2017 and 2016, the Group paid
rental expenses to a subsidiary of Great Eagle Holdings Limited and
subsidiaries of Sun Fook Kong Group Limited.

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

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

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

During the years ended 31 December 2017 and 2016, the Group
provided property management services and property consultancy
services to subsidiaries of Sun Fook Kong Group Limited by #5111 #148
& W % E A R A A, which was acquired from a wholly-owned
subsidiary of Sun Fook Kong Group Limited with a cash consideration
of approximately RMB4,878,000 (equivalent to approximately
$5,708,000) which was completed on 20 October 2016. Following the
completion of the acquisition, the transaction constituted related party
transaction of the Group.
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(b)

(i

()

(vi)

Rt

HEBAINRS (&)
Bt &

REBEE-T—tFR=_T—X"F+=A
=+—BLEFE AEEREEEZEER
RARIBMEARRNEEBERBEHBA
WEITERMBER -

REBEE-T—tFR=_T—X"F+=A
=ST-HALEFE AEEREESEAR
AR —EHBAREIBEEBERA
AN B R R HHASHRY -

REBEE-_T—RE+-_A=+—HLItHF
B AEBRAFRAEEARA RN —MH
MEBAR RS TERERTEBRAERA
AETEDINERREE -A5EE
TREEEARARZEEZENB AR
WEEtE  RENAR7,672,000F T
ZUWBEECR - XR"FtA+HAR
B e MIEEIBTERIE - RSATHERA
SENBEBAIRS o

RBE-ZT-R"F+-A=t+—HLF
B AEEREEEEARQFN RN
BRRRMEIARTIREERT -

P
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€ AREREEEEERARN R
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23 MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

(c) Applicability of the Listing Rules relating to
connected transactions

Except for the related party transactions in respect of notes
23(b)(i), (i), (vi) as disclosed below, all other related party
transactions do not fall under the definition of connected
transaction or continuing connected transaction as defined in

B IR M

(B BN - LUBTEE)
23 EXRABAEXS (2

n‘/T\

(c) EREXZHEBzZLETRANER
3

B T STH RE23(0)) ~ (i) X (vi) FT i B 2 8
BHRSHN BB EAMEARE T 53
FMRABUAEFTEEMNAER H
FEAERG - HEZZT—tFT=A

Chapter 14A of the Listing Rules. The amount of each ST REFE - MEE2(0)0 - () kv
category of related party transactions in respect of note 23(b) itz BB X ST
(i), (i), (vi) for the year ended 31 December 2017 is as follows:
Rental Property
expenses, management
Housing license fees, services and
management air-conditioning property
and related and service consultancy
service income charges services income
HEmX MEEE RS
FEEER HAUENRR RYEER
HEERBWA IR & E 10N
(note 23(o)(i)) (note 23(b)(ii) (note 23(b)(vi)
(PR 5E 23(0)() (PEE23(0)i)) (Pt &E23(0)(vi))
$'000 $'000 $'000
T T T
Constitute connected transactions B FTRAIFE 14ASHIES
or continuing connected NEEX S A FERERS
transactions as defined in
Chapter 14A of the Listing Rules 13,102 9,043 5,290
Exempt as below the de minimis EE R ETAR BIEE 14A.76(1)
threshold under Listing Rule BRI REREREM
14A.76(1) BHE 567 - 144
13,669 9,043 5,434

The disclosures required by Chapter 14A of the Listing Rules
are set out in “Continuing Connected Transactions” of the
report of the directors on pages 109 to 118.

THRBE4AZEMRTZHEHNE
109E 118 EEEREFEFERS] -
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24

25

198

(B =BHEBI - LEBTE)
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.

ACQUISITION OF SUBSIDIARIES

On 1 December 2017, the Group acquired from a third party its
entire issued capital of Biwater Man Lee Limited for a cash
consideration of $1. The acquisition was made as a part of the
Group’s strategy to expand its civil engineering market share in
wastewater and potable water treatment sector.
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25 WRMHEBLTR &)
KBRS REERRNEERAERRE

(Expressed in Hong Kong dollars unless otherwise indicated)

25 ACQUISITION OF SUBSIDIARIES (Continued)

The fair values of the identifiable assets and liabilities acquired and

the goodwill as at the date of acquisition were set out as follows:

ZRFHEFIAT

Fair value at

date of

Note acquisition

HRUREE BHAM

B 5E AFE

$000

T

Plant and equipment 28 R A 34

Deferred tax assets RIETRIRE & 7(c)(i) 32,628
Gross amount due from customers for AN IIRE P45

contract work 4,782

Trade and other receivables FEUE 2 BR 5K e E A FE LR 20,253

Pledged deposits EIRIF R 5,000

Cash at banks and in hand RITRFBERE 995

Gross amount due to customers for contract work Eft &L TIZE 4458 (4,248)

Trade and other payables R E SRR M EN R IE (56,439)

Bank overdrafts RITEX (4,214)

Total identifiable net liabilities at fair value &2 FEFI R TREIFE EAEE (1,209)

Goodwill SRS 1,209

Analysis of net cash outflow of cash and cash equivalents in

FRkEEENRE MRS

SEMRSRLFED

respect of the acquisition: #r
$000
T
Cash consideration RERE -
Cash at banks and in hand acquired FrigBgsR1T R FER S 995
Bank overdrafts acquired Ui iR1THE (4,214)
(3,219)

—tFWR|FEE
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26

27

28

200

COMPANY-LEVEL STATEMENT OF FINANCIAL 26 ATFIEBEMBERKAE
POSITION
2017 2016
—E—+tF ZE-RF
Note $’000 $'000
BitEE Fr T
Non-current assets ERBEE
Interest in subsidiaries  RMERAORS 20081 20,081
Current assets REBEE
Other receivables Hfth e W T IE 216,837 177,279
Cash and cash equivalents Re KIREEEY 603 641
217,440 177,920
Current liabilities RBEE
Other payables HAb 38 164 13
Netcurrentassets =~~~ «#m#g¥& =~~~ 2172716 177,907
NET ASSETS EEFE 237,357 197,988
CAPITAL AND RESERVES EXR#E 19
Share capital A& AN 19(c) 40,000 40,000
Reserves & 197,357 157,988
TOTAL EQUITY RSB 237,357 197,988
NON-ADJUSTING EVENTS AFTER THE 27 HREHEIFPFAEFEE

REPORTING PERIOD

After the end of the reporting period, the directors proposed a final
dividend. Further details are disclosed in note 19(b)(i).

IMMEDIATE AND ULTIMATE CONTROLLING
PARTY

At 31 December 2017, the directors consider the immediate parent
and ultimate controlling party of the Group to be Sun Fook Kong
Group Limited, which is incorporated in British Virgin Islands, and
Mr. Lo Kai Shui respectively. They do not provide financial
statements available for public use.
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29 POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended 31
December 2017 and which have not been adopted in these
financial statements. These include the following which may be
relevant to the Group.

20 EEMBERKRRBE_S—tF+=

AR=+—HLEEERMHEET - HiE
ARBRETRBEHTEE

BEZSUBHRERTEZA  TEGHNAE
BEEGHEREBEE T —tF+-A=+—H
LIEFERARERNER - FER L2 Mk
EMHBRABRANZFET - R RE
B ZEBRI RN ER B EAREE LA
BN IIEIA -

Effective for
accounting periods
beginning on or after
RT3 BB AEBBRN

S HBEEMR
HKFRS 9, Financial instruments BV BRELERIEIN 2@ T A 1 January 2018
—E2—-N\F—H—H

HKFRS 15, Revenue from contracts with
customers

EFP &/ a

HKFRS 16, Leases

HK(IFRIC) 23, Uncertainty over income tax
treatments

The Group is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations is
expected to be in the period of initial application. So far the Group
has identified some aspects of the new standards which may have
a significant impact on the consolidated financial statements.
Further details of the expected impacts are discussed below.

While the assessment has been substantially completed for HKFRS
9 and HKFRS 15, the actual impacts upon the initial adoption of the
standards may differ as the assessment completed to date is
based on the information currently available to the Group, and
further impacts may be identified before the standards are initially
applied in the Group’s interim financial report for the six months
ending 30 June 2018. The Group may also change its accounting
policy elections, including the transition options, until the standards
are initially applied in that financial report.

BBV MEERNE155

BENBREENE 165 HE

FE (AR RERELZE8S)
BEE 23 - IEHEEZ THET

1 January 2018
—E2-N\F—H—H

1 January 2019
—E-NF—H—H

1 January 2019
—E-NF—H—H

AR BB TR - FOEARRE
REREAMBNTE - £S5 AEEE
BRI UGN BREEREATENINE
BT E - AP ENE—SHERRR
T o

BERAYBHREEUNFIRREBUH RS
ERIFE 15T D ABEEK - B ERIRNE
A ERZETREM TR RETDES KX
M ERAEERFGAIESNEREL - &
—HHENENAEERE_T—/\FXA
=+ BIEREAN T RSB RS ERRANZS
R Z AR - R M B RE B RERAZSE
ERIFT - AEBETAIEEEESHERER(E
BB IRSORE) -
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29

202

(B =BHEBI - LEBTE)

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (Continuead)

HKFRS 9, Financial instruments

HKFRS 9 will replace the current 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. On the other hand,
HKFRS 9 incorporates without substantive changes the
requirements of HKAS 39 for recognition and derecognition of
financial instruments and the classification and measurement of
financial liabilities.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2018 on a retrospective basis. The Group plans to use the
exemption from restating comparative information and will
recognise any transition adjustments against the opening balance
of equity at 1 January 2018.

Expected impacts of the new requirements on the Group’s financial
statements are as follows:

(@) Classification and measurement

The Group has assessed that its financial assets currently
measured at amortised cost will continue with their respective
classification and measurements upon the adoption of
HKFRS 9.

The classification and measurement requirements for financial
liabilities under HKFRS 9 are largely unchanged from HKAS
39, except that HKFRS 9 requires the fair value change of a
financial liability designated at fair value through profit or loss
(“FVTPL”) that is attributable to changes of that financial
liability’s credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The Group
currently does not have any financial liabilities designated at
FVTPL and therefore this new requirement will not have any
impact on the Group on adoption of HKFRS 9.
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29 POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (Continuea)

HKFRS 9, Financial instruments (Continued)
(b) Impairment

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 Group expects that the
application of the expected credit loss model will result in
earlier recognition of credit losses. Based on a preliminary
assessment, if the Group were to adopt the new impairment
requirements at 31 December 2017, accumulated impairment
loss at that date would not significantly increase as compared
with that recognised under HKAS 39.

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for recognising
revenue from contracts with customers. HKFRS 15 will replace the
existing revenue standards, HKAS 18, Revenue, which covers
revenue arising from sale of goods and rendering of services, and
HKAS 11, Construction contracts, which specifies the accounting
for revenue from construction contracts.

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or
services. Specifically, the standard introduces a 5 step approach to
revenue recognition:

Step 1:
Step 2:
Step 3:
Step 4:

Identify the contract(s) with customer.

Identify the performance obligations in the contract.
Determine the transaction price.

Allocate the transaction price to the performance
obligations in the contract.

Recognise revenue when (or as) the entity satisfies a
performance obligation.

Step 5:
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29 POSSIBLE IMPACT OF AMENDMENTS, NEW 29 BEFRMEREKRRBE-—S—tF+=

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (Continuead)

HKFRS 15, Revenue from contracts with customers
(Continued)

The principles in HKFRS 15 provide a more structured approach
for measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue, information
about performance obligations, changes in contract asset and
liability account balances between periods and key judgements and
estimates.

Based on the assessment completed to date, the Group has
identified the following areas which are expected to be affected:

(@) Timing of revenue recognition

The Group’s revenue recognition policies are disclosed in
note 1(s). Currently, revenue arising from construction
contracts and the provision of services is recognised over
time.

Under HKFRS 15, revenue is recognised when the customer
obtains control of the promised good or service in the
contract. HKFRS 15 identifies three situations in which control
of the promised good or service is regarded as being
transferred over time:

(i) When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance as the entity performs;

(i)  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;

(i) ~ When the entity’s performance does not create an
asset with an alternative use to the entity and the entity
has an enforceable right to payment for performance
completed to date.
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29 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (Continuea)

HKFRS 15, Revenue from contracts with customers
(Continued)

(@)

Timing of revenue recognition (Continued)

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

The Group has assessed that the new revenue standard is
not likely to have significant impact on how it recognises
revenue from provision of services. For the revenue from
construction contracts, the Group has assessed that its
contracts with customers fulfil the criteria for recognising
revenue over time under HKFRS 15. Methods that can be
used under HKFRS 15 to measure the Group’s progress
towards complete satisfaction of a performance obligation
satisfied over time include (i) output method (i.e. recognise
revenue on the basis of direct measurement of the value to
the customer of the entity’s performance to date) and; (i)
input method (i.e. recognise revenue on the basis of the
entity’s efforts or inputs to the satisfaction of a performance
obligation). In measuring the work progress under the new
revenue standard, the Group expects to apply an output
method with reference to progress certificates issued by the
customers with additional adjustments where necessary to
depict the Group’s performance in transferring control of
goods or services promised to customers for individual
projects. So far as the measurement of progress of the
Group’s typical contracts is concerned, the Group expects
that there would not be any significant impact on the revenue
recognition profile.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

29 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED

206

BUT NOT YET EFFECTIVE FOR THE YEAR ENDED

31

DECEMBER 2017 (Continued)

HKFRS 15, Revenue from contracts with customers
(Continued)

(b)

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 (i) 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.

Currently, contract costs of the Group are recognised by
reference to the stage of completion of the contract, which is
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 Group expects that there would
not be any significant impact on the timing of recognition of

contract costs.

The Group expects that the adoption of HKFRS 15 will result
in additional disclosures in the Group’s consolidated financial

statements.

The Group plans to elect to use the cumulative effect
transition method for the adoption of HKFRS 15 and will
recognise the cumulative effect of initial application as an
adjustment to the opening balance of equity at 1 January
2018. As allowed by HKFRS 15, the Group plans to apply the
new requirements only to contracts that are not completed

before 1 January 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

29 POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (Continuea)

HKFRS 16, Leases

As disclosed in note 1(i), currently the Group classifies all the leases
it entered as lessee into operating leases.

HKFRS 16 specifies that lessees should account for all leases in a
similar way to the current finance lease accounting. The adoption of
HKFRS 16 will primarily affect the Group’s accounting as a lessee
of the leases for certain properties which are currently classified as
operating leases. The application of the new accounting model is
expected to lead to an increase in both assets and liabilities and to
impact on the timing of the expense recognition in the consolidated
income statement over the period of the lease. As disclosed in note
21, at 31 December 2017 the Group’s future minimum lease
payments under non-cancellable operating leases amounted to
$21,535,000. It is expected that a majority of the future minimum
lease payments will need to be recognised as lease liabilities, with
corresponding right-of-use assets, once HKFRS 16 is adopted.
The Group will need to perform a more detailed analysis to
determine the amounts of the new assets and liabilities arising from
operating lease commitments on adoption of HKFRS 16.
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FIVE YEAR FINANCIAL SUMMARY
A FMBEHRE

A KERMBERERNARE SO A AN RFE
MERERENREERBBENBEZHIIMT -

The summary of the consolidated results of and assets and liabilities the
Group for the last five financial years as extracted from the audited

financial statements is set out below:

CONSOLIDATED RESULTS Re¥R
2013 2014 2015 2016 2017
—ETE—=F —T—NF —T—RHF —T—RF ZB—+HF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHETT FHET FHEIT FHET THxT
Revenue W25 2,839,206 2,752,162 2,733,571 3,002,023 4,611,972
Gross profit EF 138,711 171,645 167,301 196,487 247,159
Profit for the year FEmH 119,449 72,106 72,356 106,111 142,691
Attributable to: B -
Shareholders of the Company &R &I AR E 119,632 72,480 71,962 105,967 141,874
Non-controlling interests FEIEAR R R (183) (374) 394 144 817
CONSOLIDATED ASSETS, LIABILITIES AND EQUITY RegE ARRES
2013 2014 2015 2016 2017
—T-=F —ZT-OF —T-HF —T—RF ZFB—tF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHEIT T T T FET
ASSETS BE
Non-current assets EMBEE 37,273 35,480 28,379 30,433 68,169
Current assets MEEE 1,365,453 1,323,951 1,490,946 1,333,530 1,845,550
Total assets BERTE 1,402,726 1,359,431 1,519,325 1,363,963 1,913,719
LIABILITIES =L
Current liabilities mEAaE 1,186,031 1,070,113 1,034,290 909,062 1,435,473
Non-current liabilities JEREaE 1,837 2,338 3,244 3,165 3,451
Total liabilities BEREE 1,187,868 1,072,451 1,037,534 912,227 1,438,924
EQUITY ER
Total equity attributable N E R R R
to shareholders of WS iETa
the company 215,035 287,531 481,948 451,749 473,991
Non-controlling interests AR R A 177) (551) (157) (13) 804
Total equity S 4AEE 214,858 286,980 481,791 451,736 474,795
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