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MANAGEMENT DISCUSSION AND ANALYSIS

B B wm Mo AT

The board (the “Board”) of directors (the “Directors”) of SFK Construction
Holdings Limited (the “Company”) hereby announces the unaudited
interim results of the Company and its subsidiaries (collectively the
“Group") for the six months ended 30 June 2019 (the “Period”) together
with the comparative figures for the corresponding period in 2018.

MANAGEMENT DISCUSSION AND ANALYSIS

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

BUSINESS REVIEW

Our overall revenue for the Period amounted to HK$2,759.68 million as
compared with that of HK$2,827.07 million for the corresponding period
last year, representing a decrease of approximately 2.38%. The result was
mainly due to the combined effect of a mix of projects from our general
building works and civil engineering works undertaken during the Period,
with the major projects being outlined in the following sections.

SFK Construction Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

IR R W MDA

As at 30 June 2019, we had a total of 19 projects for general building
works and 10 projects for civil engineering works on hand and the total
original contract sum amounted to approximately HK$17 billion (31
December 2018: HK$20 billion). The outstanding value of our ongoing
projects as at 30 June 2019 was approximately HK$8 billion (31
December 2018: HK$10 billion). The following table sets forth the
particulars of some of the sizeable construction and maintenance projects
for general building works and civil engineering works awarded and
undertaken by us as a main contractor and remain ongoing as at 30 June
2019:

RZZE—hEXA=ZFTH BZMFEFAL19E—
BEFIRBEERIOELARAIREE RS04
LHEOBIT0BATL(ZE—N\FE+_/F=+—8:
20088 7T) s RZE—NFNA=Z+H HFEE
EITHIEENATKEAENAOEEL(ZE—N\F
+=A=+—8 :100BET) - TREFIFEMALR
AEREHENESLRAEAR -_S—-NAFENA=1H
MEETHNHD —REFIERTATRENAIZ
HERREHBFE -

Revenue
recognised
during the
six months

Original contract Original ended
Project type Business segment Scope of works completion date contract sum 30 June 2019
o 3
RiT&H RA=TAL
HEER B3 Yk IREE TIRH RAIEHeE ~EARINNE
(approximate (approximate
HK$'million) HK$'million)
(Bwagsn) (BOEEEL
Enhancement works at Carpark of Airport -~ Civil engineering works Enhancement works at Car Park 1 November 2018*** 1237 483
Authority Hong Kong TAIRE —REESUETLR B \FF—fr
BAERREESNETR
Main contract for the Park for West General building works Construction of the Art Park in West Kowloon ~ December 2018%** 1,140.2 1271
Kowloon Cultural District Authority ~ —RRiEF T2 Cultural District ZE- TR
AAXEERRNLEEEH RENEXEERENNE
Proposed subsidised housing development  General building works To build a 31-storey residential block, a single June 2019*** 464.0 1411
of Hong Kong Housing Society —RETIR storey commercial block, an open carpark ~ ZZ—JLER A
BARENENERENEERERE and slope improvement
SR 1R ERAEE IR ERES
BREEGRAKME
Contract with the Hospital Authority General building works To carry out minor works for New Teritories June 2019*** 7342 86.0
HEREERNEN — maintenance project East and New Territories West Clusters ZENFRA

—HETIR—RRER AHRRRAAAERBEREEIR
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R W Mo

Revenue
recognised
during the
six months

Original contract Original ended
Project type Business segment Scope of works completion date contract sum 30 June 2019
BE-2-N%
RIT&H RAZTHLE
BRER EBAH IREE TIAH RiI&HE AEARINURE
(@pproximate (@pproximate
HK$'million) HK$'million)
(BwastEn) (BHaZEn)
Kai Tak Development for Civil Engineering ~ Civil engineering works Infrastructure works for developments at the September 2019 1,947.0*% 121.9**
and Development Department TATE southern part of the former runway “2-NENA
TAIRARENFEL RS AEEEERSRERLR
Public rental housing development of the  General building works To build 5 domestic blocks with 4,846 flats October 2019 3,047.0 5243
Housing Authority —RETIR and ancillary buildings ZE-NETR
FEZEELERRER SEo A 86 HEMMEEAER
HERED
Construction of Public Rental Housing General building works Construction of Public Rental Housing December 2019 707.0 1318
Development of the Housing Authority —RIEF T2 Development “E-nETZR
FEZEQAARLERERHERE RABERERRBRETE
IR
Construction of Subsidised Sale Flats General building works Construction of Subsidised Sale Flats February 2020 513.0 105.6
Development of Housing Authority ~ —RRiEF T2 Development ZZCTFCR
FEZEREMNERELRIERE EYHERRERABRATE
Ik
Main Contract for Global Graduate Tower ~ General building works Construction of Global Graduate Tower in February 2020 3164 63.8
of HKUST ~RETIRE HKUST “E-RE R
ERNBABMALEEE TR REAMBRABRERENRAZ
WEEES
Works Contract for the M+ Waterfront ~ General building works Construction of M+ Waterfront Promenade February 2020 69.7 22
Promenade of West Kowloon Cultural  —RiEF T2 HEM+EERBER ZECEECR
District Authority
BAXEEEROM BERELIE
a2l
Maintenance of hydraulic and pumping ~ General building works Maintenance, improvement and refurbishment March 2020 2218 236
system and buildings managed by the — maintenance project for hydraulic and pumping system and —Z-%F=R

Airport Authority
AESERRERNRENREZR
BFREREE

|6

—RBTIRE—REER

various buildings managed by the Airport

Authority
REGERRERNRENRRZRRSE

BFRERE  WEREN IR
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R W Mo

Revenue
recognised
during the
six months

Original contract Original ended

Project type Business segment Scope of works completion date contract sum 30 June 2019
BE-Z-NE

EHIE AAZTAL

BERER EBIH IREE ZIRH RAAHEE AEARINKE
(@pproximate (@pproximate

HK$'million) HK$'million)

(foegsET) (BOBEET)

Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat March 2020 2467 214
the Housing Authority — maintenance project refurbishment for properties managed by ZRCTECR
REERESERMNERMRE —HEFIE —REER the Housing Authority in Tuen Mun and
Yuen Long

REEZRSSERMUNEMRTANNER
fRE AERTEEUBHIR

Infrastructure Works for Architectural Civil engineering works Construction of Station Square at August 2020 2836 54
Services Department TARTE Kai Tak (Phase 1) “E-TENR

REEZEMAWRRIR ARREENES(E-HIR)

Maintenance of properties managed by~ General building works Alterations, additions, maintenance and repair March 2021 1471.8 2037
the Architectural Services Department — maintenance project of buildings and lands and properties in (i) “T--%=f§

RESZEBRNNERMARE —REFIRE —REER Hong Kong Island Eastern and Outlaying

Islands (South); (ii) Hong Kong Island
Western, Southern and Lantau Island for
which Architectural Services Department
(Property Services Branch) is responsible
REEE (MESHR)BEN()EERER
BE (M) ()ASAR - MR RAELLY
BF DORMEETRE MR RE

RiEBIR
Site Formation and Infrastructure Works  Civil engineering works Site formation and infrastructure works for July 2021 409.0 585
for Civil Engineering and Development  £/RT 72 development at Kam Tin South, Yuen Long “Z--%+R
Department — Advance works
TARTRARZR T FEANRERE THRSRAE TR A T FEMERRET
IR E—AEIE
Maintenance of properties managed by~ General building works Maintenance, improvement and vacant flat September 2021 863.2 708
the Housing Authority — maintenance project refurbishment for properties in (i) Wong Tai “Z--%NA

ABEREZEQEENMERERE —HETIR—REES Sin, Tsing Yi and Tsuen Wan; (i) Hong Kong
Island & Islands
BOEAL - ERRZER () BB RES
EMMERERE  HERTEEMEN
IRk

“E-NFHH®RE MEERREEAR

o
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R W Mo

Revenue
recognised
during the
six months

Original contract Original ended

Project type Business segment Scope of works completion date contract sum 30 June 2019
BE-2-N%

EHIEr RAZTHLE

BERER EB2H IREE ZIAH RiAHEE AMEARINKE
(@pproximate (@pproximate

HK$'million) HK$'million)

(fwegsT) (BOBEET)

Piers maintenance for Civil Engineering  Civil engineering works —  To carry out maintenance works for piers March 2022 150.1 269
and Development Department maintenance project RERBEETRELR —%-Zf=R
TAIRARENBERESY TARIE—REHER

Design and Construction managed by the ~ General building works Design and Construction of Minor Works to August 2022 5311 32
Architectural Services Department — maintenance project Government and Subvented Properties for “E--FN\A
RESEERNIREMFIRETI  —REBTIE—REESE Architectural Services Department — New
Territories and Outlying Islands (North)
RREZEENITRIEREBREN
N TR TR RIET
—MRREE ()

Construction of Public Rental Housing General building works Construction of Public Rental Housing October 2022 3,740.0 3244
Development and Subsidised Sale Flats  —fiEF T2 Development and Subsidised Sale Flats —Z-F4R
Development of the Housing Authority Development
FEZESAABARERRIEIRE NBARRER RN ERELR
PLEFERRABRETR RE[=a:
Management and maintenance of roads  Civil engineering works —  Management and maintenance of public March 2024 482.6 66.2
in Kowloon East for the Highways maintenance projects roads, including associated slopes, highway ZEIRmEZR
Department TARTE —REER structures, tunnels, landscaping and minor
REUEEERRENERER improvement works, in Kowloon East but
excluding Expressways and High Speed
Roads.

EENABNERNALER (RELERS
RERIRN) - BERETRBOMNE R
By BE - ERREN ) REBRS

EIR
* In a form of joint operation in which the Company participates in 40% of the contract. * RAGLEBLR - ARAFE 40% AL ©
*x The revenue recognised represented our shares of the contract. o B R IE R MEIEZE LR HEE -
***  The original contract completion date has been postponed and the contract was still o HEZZ-NAFAAZTH RANTZKBHOHE 44
ongoing as at 30 June 2019. MIEHEITH o

I 8 SFK Construction Holdings Limited Interim Report 2019



MANAGEMENT DISCUSSION AND ANALYSIS

IR R W MDA

Major projects completed during the six months ended 30
June 2019

Completed projects refer to projects for which we have received the
completion certificates from the respective customers or the terms of
which expired. Details of the major projects completed by the Group as a

%_‘I‘_— =<
R15H

SEREBEHRMEEEEP KT TERSHFH
EJ:%E’JIEH CHEZFE-NAFAA=T Elit/‘_dl
CAEBNEAEB MK ERIEEFIEL

—NERB=ZTHLEREEEHKNE

main contractor during the six months ended 30 June 2019 are as follow: "F :

Revenue
recognised
during the

Original  six months ended

Project type Business segment Scope of works Contract period contract sum 30 June 2019

HE-Z-N%

RA=TH

) ItRfEA

BEEER EBAH IREE EriL Ex BRNKE

(approximate (approximate

HK$'million) HK$'million)

(B4 (49

E) B

Home ownership scheme development ~ General building works  To build 3 blocks of around 30 storeys April 2016 to 1,297.0 145.9
of the Housing Authority —RETIE buildings, car park and car port, and September 2018*
FEZEERERRER ancillary structures ZE- 5MAZE
FR3ENNERET FELRER —E2-\ERRF

RIEEEY

Home ownership scheme development  General building works  To build 3 blocks of around 27 storeys February 2015 to 1,299.0 1433
of the Housing Authority —RETIR building and ancillary structures October 2018*
FPEZREEERRER BR300 ERBTRIMEHRED —E-R§ZAZ
“E-\ET A

* The original contract completion date has been postponed and the contract was * RETANTIEHEEHEE maERB8E_2-EX

completed during the six months ended 30 June 2019.

A majority of our revenue is generated from our general building and civil
engineering works. During the Period, the revenue attributable to our
general building and civil engineering business amounted to HK$2,192.02
million and HK$475.38 million (30 June 2018: HK$2,055.16 million and
HK$722.00 million), respectively, representing approximately 79.43% and
17.23% (30 June 2018: 72.70% and 25.54%), respectively, of the total
revenue of the Group for the Period.

During the Period, other than general building and civil engineering
works, we also provided other services which comprised mainly housing
and property management services (such as the provision of cleaning
services and security management services), electrical and mechanical
engineering services and BIM services to real estates in Hong Kong and
the PRC. Revenue attributable to these other services amounted to
approximately 3.34% of the total revenue of the Group for the Period (30
June 2018: 1.76%).

W

—NERHPRE

RA=+HIEABEAREK °

BRI D WK E —MEFREARTE - BN -
—MEFRIARIEBEFRESFA2,1920258
B k4rs38sEaEB(ZE—NFAA=1TAH:
2,055.16 BEE TN 722.00EEHT)  HBMEER
AEBRUEL79.43% Kk 17.23% (ZE— \F XA
=+H :72.70% % 2554%) °

BN BR—REFREARTESN  BPIIMRHEAMAR
W TEZEREREARFRENEHEREEERY
XEBRB(MMREERRGE RRLEERS) -

B ITIZART & BIM AR5 o Eth AR 755 FE (5 Wz (5 HA AL
AEBBWZH334% (ZE— N\FXAE=+H:
1.76%) °

BBERRA
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TRAERERSE

4



MANAGEMENT DISCUSSION AND ANALYSIS

B B wm Mo AT

FINANCIAL REVIEW

Our overall revenue decreased by approximately HK$67.39 million, or
approximately 2.38%, from HK$2,827.07 million for the six months
ended 30 June 2018 to HK$2,759.68 million for the six months ended 30
June 2019. The decrease in our revenue was mainly due to the combined
effect of the decrease in revenue from civil engineering business of
HK$246.62 million, which was offset by the increase in revenue from
general building business of HK$136.86 million and the increase in
revenue from other services of HK$42.37 million.

Revenue from general building business increased by approximately
HK$136.86 million, or approximately 6.66%, from HK$2,055.16 million
for the six months ended 30 June 2018 to HK$2,192.02 million for the
six months ended 30 June 2019. The increase was primarily due to the
increase in revenue between periods of certain general building contracts
in accordance with the work progress, including the construction of
public rental housing development and subsidised sale flats development
for the Hong Kong Housing Authority and the construction of proposed
subsidised housing development for the Hong Kong Housing Society. This
was partly offset by the decrease in revenue between periods of certain
general building contracts which were completed or nearly completed
during the Period.

Revenue from civil engineering business decreased by approximately
HK$246.62 million, or approximately 34.16%, from HK$722.00 million
for the six months ended 30 June 2018 to HK$475.38 million for the six
months ended 30 June 2019. The decrease was primarily due to the
decrease in revenue between periods due to the completion of certain
civil engineering contracts.

Revenue from other services (which mainly comprised housing and
property management services, electrical and mechanical engineering
services and BIM services) for the six months ended 30 June 2019
amounted to HK$92.28 million (30 June 2018: HK$49.91 million),
representing 3.34% (30 June 2018: 1.76%) of the total revenue of the
Group. The increase in revenue from other services between periods was
primarily due to the increase in revenue from the provision of BIM services
and supply and installation of specialised engineering products during the
Period.

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

I ]O SFK Construction Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

IR R W MDA

Gross profit and gross profit margin

Our overall gross profit decreased by HK$51.98 million, or approximately
42.91%, from HK$121.14 million for the six months ended 30 June 2018
to HK$69.16 million for the six months ended 30 June 2019. The
decrease in gross profit was partly attributable to the fact that certain
projects with relatively high profit margin were completed or nearly
completed during the Period and contributions in profit by such projects
were reduced. In addition, the replacement of non-performing
subcontractors in certain projects led to an increase in overall
subcontracting costs and hence a reduction in gross profit for those
projects.

Our overall gross profit margin decreased from 4.28% for the six months
ended 30 June 2018 to 2.51% for the six months ended 30 June 2019.
There were a couple of main reasons for the decrease in gross profit
margin, including, the completion of certain projects with relatively high
profit margin during the Period; replacement of non-performing
subcontractors leading to an increase in overall subcontracting costs; and
continuous intense competition for project works across the construction
market.

Other revenue

Our other revenue for the six months ended 30 June 2019 amounted to
HK$0.43 million, compared to that of HK$2.32 million for the six months
ended 30 June 2018. Other revenue mainly consisted of interest income
and other sundry income.

Other net gain/(loss)

Our other net gain for the six months ended 30 June 2019 amounted to
HK$0.20 million, compared to other net loss of HK$0.14 million for the
six months ended 30 June 2018. Our other net gain for the six months
ended 30 June 2019 was mainly attributed to the gain on disposal of
plant and equipment.

Administrative expenses

Administrative expenses mainly consisted of staff cost and rental charges.
From 1 January 2019, the Group as a lessee of office is required to
recognise the depreciation of right-of-use assets (office), instead of
recognising rental expenses incurred under operating leases on a straight-
line basis over the term of the lease under the previous accounting policy.
Our administrative expenses for the six months ended 30 June 2019
amounted to HK$44.90 million, compared to that of HK$43.63 million
for the six months ended 30 June 2018. The increase in administrative
expenses was mainly attributable to the relocation of the Group’s head
office during the Period with relatively higher rental costs for the new
head office.
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MANAGEMENT DISCUSSION AND ANALYSIS

EREHREHN

Finance costs

Our finance costs for the six months ended 30 June 2019 amounted to
HK$8.95 million, compared to that of HK$4.27 million for the six months
ended 30 June 2018. The increase was primarily attributable to the
increase in bank interest expenses between periods arising from the
increase in average bank loan balances and average interest rates. There
was unexpected prolonged period of inspection of work done and
certification of payments which caused deterioration in project cash flows
and increase in finance costs.

Share of results of a joint venture

Our share of results of a joint venture for the six months ended 30 June
2019 was a net loss of HK$0.01 million, compared to that of a net loss of
HK$1.14 million for the six months ended 30 June 2018.

Income tax

Our income tax for the six months ended 30 June 2019 amounted to
HK$2.80 million, compared to that of HK$11.86 million for the six
months ended 30 June 2018. The effective tax rate for the six months
ended 30 June 2019 was 17.56%, compared to that of 15.97% for the
six months ended 30 June 2018.

Profit attributable to the equity shareholders of the
Company

Based on the above factors, profit attributable to the equity shareholders
of the Company decreased by approximately HK$49.54 million, or
approximately 79.01%, from HK$62.70 million for the six months ended
30 June 2018 to HK$13.16 million for the six months ended 30 June
2019.
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MANAGEMENT DISCUSSION AND ANALYSIS
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital Structure

As at 30 June 2019, the capital structure of the Group consisted of equity
of HK$490.88 million (31 December 2018: HK$493.78 million) and bank
borrowings of HK$369.01 million (31 December 2018: HK$371.73
million) as more particularly described in the paragraph headed
“Borrowings” below.

Cash position and fund available

During the Period, the Group maintained a healthy liquidity position, with
working capital being financed by our operating cash flows and bank
borrowings. As at 30 June 2019, our cash and cash equivalents were
HK$161.23 million (31 December 2018: HK$216.90 million).

As at 30 June 2019, the current ratio of the Group was 1.27 (31
December 2018: 1.25).

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

Borrowings

As at 30 June 2019, the Group had total bank borrowings of HK$369.01
million (31 December 2018: approximately HK$371.73 million). The
balance remained stable compared to that of 31 December 2018, and
was mainly used to finance the working capital of the ongoing sizable
projects.

As at 30 June 2019, the Group had approximately HK$1,871 million (31
December 2018: HK$2,056 million) of unutilised banking facilities in
Hong Kong and Macau (including loans, letter of credit and letter of
guaranteed facilities). All of the Group’s banking facilities are subject to
the fulfilment of certain covenants as are commonly found in lending
arrangements with financial institutions. The Group’s policy is to regularly
monitor its liquidity requirements and its compliance with lending
covenants, to ensure that it maintains sufficient reserves of cash and
adequate lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer term. The Group remained
in compliance with its loan covenants during the Period and up to the
date of this report.

GEARING RATIO

As at 30 June 2019, the Group's gearing ratio was 75.17% (31 December
2018: 75.28%), calculated based on the interest-bearing liabilities (bank
loans) divided by the total equity as at the respective period end.

—E-NFHHRK

A

Iff

RBES  MBEFRRESNRERE

BRI

RZZB-NFERA=TH AEENEARERRE
BA490.88 BEBT(ZE—N\F+=-A=+—8:
49378 A& B TT) M T X [fER] —BRAFF A RTT
EH369.01BEET(ZE-\F+_A=+—0:
371.73B8HT) °

BRERRARATAES

BN AEERBESARIERIT - UELERER
MIBTTERBNEEES - RZT—NFAA=T
B BReEMREEEWAEI16123BEBET(ZZ—N
F+-A=1+—H :21690FEET) °

RZZE—NFERNAZTH  AEENRELLERAE1.27
(22— N\F+-_A=+—H:125)°

HMWRE —BENTERSEET EMIELERRE

R-ZTE—hFRNA=+8 KNEBENRTEREE
A369.01BEBL(ZE-N\F+ZA=1+—0: 4
3MT73EBERL)  mAEBE T - N\F+ A
=+ —HALHEFEE TERARAFEARRIER
VEIEESRE -

RZZE—NAENA=Z+H AEBRBFB LR E
B8 BEEAL(ZE-N\F+ZA=1+—8:
2,056 BEAB L) MABARTHE (BIEER - A
BERREEER) - AEBMBRTBEAFETH
HERBAAEE  ZELHEE RN ECREE
MNEEZY - AEBBRATHELERDEST
kRBTERLHENER  BREFTVESHE
LEFTZSREBERETREMNESHE  UENRE
HRESRBHESE R RPREEAHKELE &K
EBEIRABTEERRH °

EERMEER

NRZE-NERNA=1TH AEEHEEARBLX
B7517%(—E—N\F+_A=+—H:7528%)
RERRTEABERITER) RIASAETE -

FEBRRERERAD 13'



MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL EXPENDITURES

The Group’s capital expenditures primarily comprise purchase of plant
and equipment, such as motor vehicles and equipment, which were
funded, and are expected to continue to be funded, by internal resources
and cash flow generated from our operation. During the Period, the
Group has incurred approximately HK$11.83 million (30 June 2018:
HK$19.47 million) on acquiring items of plant and equipment.

FOREIGN EXCHANGE EXPOSURE

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

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

There were no material acquisitions or disposals of subsidiaries, associates
or joint ventures during the six months ended 30 June 2019. There was
no future plan for material investments or capital assets as at 30 June
2019.

SIGNIFICANT INVESTMENTS HELD

Except for investments in the subsidiaries, a joint venture and joint
operations, the Group did not hold any significant investments during the
six months ended 30 June 2019.

CONTINGENT LIABILITIES

Save as disclosed in note 13 to the condensed consolidated financial
statements, the Group had no other contingent liabilities as at 30 June
2019.

PLEDGE OF ASSETS

As at 30 June 2019, the Group had deposits, amounting to HK$25.11
million (31 December 2018: HK$25.04 million), and assignment of project
proceeds from certain construction contracts of the Group, the Group’s
joint operations and the Group’s joint venture, that are pledged with
banks as security of banking facilities (including bank loans and
performance bonds). Pledged deposits remained stable between periods.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL COMMITMENTS

As at 30 June 2019, the Group did not have any capital commitments.

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2019, the Group had 2,208 employees in Hong Kong,
Macau and the PRC and total remuneration for the six months ended 30
June 2019 was approximately HK$389 million. The Group entered into
separate labour contracts with its employees in accordance with the
applicable labour laws of Hong Kong, Macau and the PRC. The
remuneration offered to employees generally includes salaries, medical
benefits and bonus. Share options may also be granted to eligible
employees. In general, the Group determines salaries of its employees
based on each employee’s qualification, position, seniority and
experience.

FUTURE PROSPECTS

The public outcry over the effectiveness of the Government’s monitoring
system following the “Lead-in-Water” event in public housing estates and
schools and the quality issues of the Shatin-Central-Link project would
inevitably have a knock-on effect that frontline inspectorate staff of the
Government might take an over-cautious approach in checking the
quality or conformity of contractors’ work. Although SFK all along strives
to maintain a stringent quality control system and deliver high quality
services, such an over-cautious approach in works inspection had affected
the progress of works and increased overall construction cost. The
ongoing turbulence in the global political environment and international
trade disputes may deter many investments in infrastructure and private
development in Hong Kong. The recent protests in Hong Kong may also
lead to more uncertainties on the pace of proposed infrastructure
development. Delay in approving funds for public works has led to a
decrease in the number of public works available for tender and severe
price competition. We expect that contractors in Hong Kong will continue
to have pressure on profit margins.

Having said that, with the Government’s increasing commitment and
efforts in land development and provision of public housing in Hong
Kong and as an established contractor for public works and public
housing works, we are still confident that our construction business will
continue to operate in a stable and efficient way.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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CORPORATE GOVERNANCE PRACTICES

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

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

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

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

Notwithstanding the above, the Board is of the view that this
management structure is effective for the Group’s operations and
sufficient checks and balances are in place. The Board will continue to
review its corporate governance practices in order to enhance its
corporate governance standard, to comply with regulatory requirements
and to meet the growing expectations of the shareholders of the
Company and investors.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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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 to
the Listing Rules. Having made specific enquiries of all the Directors, each
of the Directors confirmed that he has complied with the required
standard set out in the Model Code during the Period.

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

INTERIM DIVIDEND

No interim dividend was proposed by the Board for the six months ended
30 June 2019 (30 June 2018: HK9.0 cents per share).

PRE-EMPTIVE RIGHTS

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

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

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

SHARE OPTION SCHEME

A share option scheme (the “Scheme") was conditionally adopted by the
written resolutions of the Company’s sole shareholder passed on 19
November 2015. As of the date of this report, no option has been
granted, agreed to be granted, exercised, cancelled or lapsed under the
Scheme.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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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 30 June 2019, none of the Directors or chief executive of the
Company had any interest or short positions in the shares, underlying
shares and debentures of the Company (within the meaning of Part XV of
the SFO) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the Securities
and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the “SFO")
(including interests or short positions which they were taken or deemed
to have under such provisions of the SFO) or which were required,
pursuant to section 352 of the SFO, to be entered in the register referred
to therein, or which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.

Interests in associated corporations of the Company

As at 30 June 2019, the interests or short positions of the Directors or
chief executive of the Company in the shares, underlying shares and
debentures of the Company’s associated corporations (within the
meaning of Part XV of the SFO (i) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO); or (ii) which
were required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or (iii) which were required to be notified to
the Company and the Stock Exchange pursuant to the Model Code, were
as follows:
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Approximate

Number of shares percentage of

Name of Director ~ Name of associated corporation Capacity (long position) shareholding
EEpns HEEE £ B g4 ROHE (FR) BOsREIH
Mr. Chan Ki Chun Sun Fook Kong Group Limited Interest in controlled 97,599 3.54%
PRELE S ("SFK Group”) corporation (Note 1)
FRBEEERAR ([FiEtsE]) RErERER (M)
Note 1:  Mr. Chan Ki Chun beneficially owns the entire issued share capital of Growth Asset  Hi&E1 : BRELZ 5 A B %A Growth Asset Holdings Limited ([ Growth

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

TEERNMEMER

Save as disclosed above, as at 30 June 2019, none of the Directors nor
chief executive of the Company had registered any interests or short
positions in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of
the SFO) (i) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which were taken or deemed to
have under such provisions of the SFO); or (ii) which were required,
pursuant to Section 352 of the SFO, to be entered in the register referred
to therein; or (iii) which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code.

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

So far as the Directors are aware, as at 30 June 2019, the following
persons (other than the Directors and chief executive of the Company)
had or deemed or taken to have an interest and/or short position in the
Shares or the underlying Shares which would fall to be disclosed under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were
required to be recorded in the register of interests required to be kept by
the Company under section 336 of the SFO:
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Approximate

Number of Shares percentage of

Name of shareholder

Nature of interest

(long position) shareholding

RERMSE1B EEME REHE (#7) BARRA D
SFK Group Beneficial owner (Note 1) 300,000,000 75%
et EE EmEAA M)
Good Target Limited Interest of controlled corporation 300,000,000 75%
("Good Target”) (Notes 1 and 2)
LB (51 %2)
Ocean Asset Holdings Limited Interest of controlled corporation 300,000,000 75%
("Ocean Asset”) (Notes 1 and 2)
RiEEE R (M1 &2)
Mr. Lo Kai Shui (“Mr. Lo") Interest of controlled corporation (Note 2) 300,000,000 75%
mROH A ([EEE]D ZiEEE R (T 2)
Mr. Hu Liang Ming Raymond Beneficial owner 12,000,000 3%
(EERL btas EmBEEA
Mr. Hu Liang Ming Raymond Beneficiary of a trust 10,000,000 2.5%
HASERR SR A& ErEXEmA
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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 British Virgin Islands with limited liability is beneficially and wholly
owned by Mr. Lo. By virtue of the SFO, Mr. Lo is deemed to be interested in the
Shares held by SFK Group.

Save as disclosed above, as at 30 June 2019, the Directors were not
aware of any other persons (other than the Directors and chief executive
of the Company) who had or deemed or taken to have any interests or
short positions in the Shares or underlying Shares which would fall to be
disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO
or which were required to be recorded in the register of interests required
to be kept by the Company under Section 336 of the SFO.

AUDIT COMMITTEE

The audit committee of the Board has reviewed the accounting principles
and practices adopted by the Group and has reviewed the unaudited
condensed consolidated interim financial statements of the Group for the
six months ended 30 June 2019.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
TEERNMEMER

EVENTS AFTER THE REPORTING PERIOD HREHREE

The Board is pleased to report that, subsequent to 30 June 2019, the ZBEEZEEMARE R-_ZT—AENA=1H%E  £%
Drainage Services Department has awarded us a new contract for ZEE R&EMIR PR DMMS5KEE BB 2 RE757K
Enhancement of Deodourisation System at Stonecutters Island Sewage — ERIEBHBRK KL TIE o N - BBEBRKESERT
Treatment Works. In addition, the Hong Kong International Airport has  HIFiGEA RSP ONEER T ATRAL - Lt
awarded us a building and civil works contract for the new integrated A XIEAAS L) RBSISEEHRTT °

airport centres. The total contract sum of the abovementioned contracts

is approximately HK$578 million.

Save for the above, the Board is not aware of any other significant events [ FitE4N  SMES G R-E—hEXA=1
that have taken place subsequent to 30 June 2019 and up to the date of B REEARE HEIW ER A M EMEAE -
this report.

On behalf of the Board REEFE

Chan Ki Chun EJ3

Chairman 58 it 55

Hong Kong, 28 August 2019 &5 —FT—hAhENA=-+NH
—E-AERHEE FEERERREARA A
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CONSOLIDATED INCOME STATEMENT

iraWaEmR

For the six months ended 30 June 2019 — unaudited

BE_F-AFARNA=ZTRAIEANER — REEX

(Expressed in Hong Kong dollars) (LA TT251)
Six months ended 30 June
BEXA=1tHIEAEA

2019 2018

—E-hEF —E-N\F

(Note)

(FF5E)

Note $°000 $'000

B 5T T Tt

Revenue g 3 2,759,676 2,827,070
Direct costs BEEAAR (2,690,515) (2,705,931)
Gross profit EF 69,161 121,139
Other revenue Hlkzs 429 2,322
Other net gain/(loss) HhF Wz (E518) 201 (142)
Administrative expenses FTERF (44,898) (43,632)
Profit from operations R R 24,893 79,687
Finance costs BhE Bk 2N (8,952) (4,265)
Share of results of a joint venture DEEEDEER (10) (1,142)
Profit before taxation BRB AT R R 4 15,931 74,280
Income tax Frig#t 5 (2,797) (11,857)
Profit for the period AR 13,134 62,423

Attributable to: FE4L :

Equity shareholders of the Company RARERITE 13,163 62,701
Non-controlling interests IR (29) (278)
Profit for the period HA AR 13,134 62,423
Earnings per share — Basic/Diluted BREFN —EX #E 6 3.29 cents &1l 15.68 cents &l

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified MisE : REER-Z—hGF—A—BERBIEBHEERERETE
retrospective approach. Under this approach, comparative information is not restated. B REERE 165 « IRIRULFE - ERERWEMED| - 5%
For details, please see note 2. BERME2 -
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FaEEWNER

For the six months ended 30 June 2019 — unaudited BE_ZT-NFRA=THIEAER — RESEZ
(Expressed in Hong Kong dollars) (LA TT251)
Six months ended 30 June
BEAA=ZTHLEAEA
2019 2018
=E-NF —E—)\F
(Note)
(M%)
$'000 $'000
F T

Profit for the period B REF 13,134 62,423
Other comprehensive income for the period HIREtt 2 E U (BRBIE)

(after tax)
Items that may be reclassified subsequently to ~ A& A &3 7 A EmaIEE -

profit or loss:
Exchange differences on translation of BMEGINTE A T B wER A

financial statements of overseas subsidiaries PEH =% (39) (23)
Total comprehensive income for the period HIRZEWFEEALE 13,095 62,400
Attributable to: FEAh -
Equity shareholders of the Company PA/NSIE iy 13,124 62,678
Non-controlling interests FEE R R (29) (278)
Total comprehensive income for the period HiRZ2HEWKFEEE 13,095 62,400

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified Mzt AEBR-_Z-NAF-—F—BEREITRPEERERER

retrospective approach. Under this approach, comparative information is not restated. S RERERIFE 165 - BB A HEBHIEEY - F
For details, please see note 2. EEEHED -
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

“ra IR

At 30 June 2019 — unaudited

RIB-AFRA=Z+E — REEZ

(Expressed in Hong Kong dollars) (LA TT251)
30 June 31 December
2019 2018
—E-hEF —E-N\F
~NA=+H +=-A=+—H
(Note)
COES)
Note $'000 $000
P E T Tt
Non-current assets FRBEE
Property, plant and equipment ME - MR MRE 2,7 78,091 43,538
Goodwill FHES 1,209 1,209
Deferred tax assets EERIEE B 36,742 34,750
116,042 79,497
Current assets RBEE
Contract assets SHEE 1,246,392 1,262,372
Trade and other receivables FEWWE BT &E{J@JEH&TAIE 8 396,146 568,734
Amount due from a joint venture JEW & SR - 2,323
Current tax recoverable A] Yz =] BN ER %RIE 2,706 4,528
Pledged deposits ERIFR 25,112 25,039
Cash and cash equivalents HeMEEEEY 9 161,231 216,897
1,831,587 2,079,893
Current liabilities ;‘ﬁib =R
Interest in a joint venture NELSPENRERS 12,723 12,714
Contract liabilities AHatE 36,727 119,888
Trade and other payables J%iﬁféf%ﬁﬁ,m&ﬁ@fﬁm 10 977,772 1,145,617
Amount due to a joint venture A& ER 14,422 -
Bank loans RITER 369,007 371,732
Lease liabilities HEaE 2 15,690
Current tax payable e BVHEARL 18 10,714 10,942
1,437,055 1,660,893
Net current assets RBEEFHE 394,532 419,000
Total assets less current liabilities BEERARBERS 510,574 498,497
Non-current liabilities FRBERE
Deferred tax liabilities RIETRIBEE 5,035 4,717
Lease liabilities HEaE 2 14,664 -
19,699 4,717
NET ASSETS EEFE 490,875 493,780

I 24 SFK Construction Holdings Limited
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e MBORR

At 30 June 2019 — unaudited RZE—NENA=+TH — REEZ
(Expressed in Hong Kong dollars) (LA TT251)
30 June 31 December
2019 2018
—E-hEF —TE-NF
ANA=tH +t=ZA=1+—H
(Note)
(BE)
Note $'000 $'000
B aE Tt Tt
CAPITAL AND RESERVES BEXRRREE
Share capital N 40,000 40,000
Reserves HE 450,467 453,343
Total equity attributable to equity ERARERRRELERERE
shareholders of the Company 490,467 493,343
Non-controlling interests TR R 408 437
TOTAL EQUITY S 490,875 493,780

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified MisE : REER-_T—-hF—A—BERBITEREERERETHE

retrospective approach. Under this approach, comparative information is not restated. R mREERE 165 « RIKULFE - ERERWEET - 55
For details, please see note 2. BERMEE2 -
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

IRRAR & 1

A4
/\II\D%@%

For the six months ended 30 June 2019 — unaudited

BE_F-AFARNA=ZTRAIEANER — REEX

(Expressed in Hong Kong dollars) (LA TT251)
Attributable to equity shareholders of the Company
AATERRRER
Non-
Share Share  Capital Exchange Retained controlling Total
capital  premium reserve  reserve profits Total interests equity
RE  BROEE ExfEE ERRE REEN o kRREs ERAE
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
S Tr T Tr Tr T T Tr

At 1 January 2018 RZE-N\E-A-H 40,000 82,867 81 202 350,841 473,991 804 474,795
Changes in equity for HE-Z-N\EXA=tH

the six months ended LREAERES

30 June 2018:
Profit for the period R - - - - 62,701 62,701 278) 62,423
Qther comprehensive income Hin 2 EE - - - (23) - (23) - (23)
Total comprehensive income 2ENGER - - - 23) 62,701 62,678 (278) 62,400
Dividends approved in respect of FA—FERENRE

the previous year - - - - (74,000)  (74,000) - (74,000)
At 30 June 2018 (Note) RZB-N\FRA=TH

(M3E) 40,000 82,867 81 179 339542 462,669 526 463,195

At 1 January 2019 R=ZE-N&-A-H 40,000 82,867 81 (135) 370,530 493,343 437 493,780
Changes in equity for HBE-Z-REXA=TH

the six months ended LREAERSE

30 June 2019:
Profit for the period HRE - - - - 13,163 13,163 (29) 13,134
Other comprehensive income Hih 2 EE - - - (39) - (39) - (39)
Total comprehensive income PEKGEE - - - (39) 13,163 13,124 (29) 13,095
Dividends approved in respect of FA—FERENRE

the previous year - - - - (16,000) (16,000 - (16,000
At 30 June 2019 RZZE-AEXA=1H 40,000 82,867 81 (174) 367,693 490,467 408 490,875

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified Mzt - AEBR-_Z-NAF-—B—BEREITRPEERERER

retrospective approach. Under this approach, comparative information is not restated.

For details, please see note 2.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BRAFEIREMER

For the six months ended 30 June 2019 — unaudited
(Expressed in Hong Kong dollars)

BE_F-AFARA=TRIEANER — REEX
(LABTT25)

Six months ended 30 June
BZEANA=1+HILAEA

2019 2018
=E-NF —N\F
(Note)
(B3E)
Note $'000 $'000
P& Tr T
Operating activities REEE
Cash used in operations KEAR S 15,410 (49,269)
Tax paid EFIE (2,877) (6)
Net cash generated from/(used in) BESEERE,(FFA)
operating activities ReRE 12,533 (49,275)
Investing activities REEE
Payment for the purchase of plant and BEME MREH
equipment (11,831) (19,471)
Other cash flows arising from/(used in) BEEEE,(FTR) M
investing activities HtnIRER 17,284 (9,390)
Net cash generated from/(used in) BEEEFE,(FTH)
investing activities Rne®@® 5453 (28,861)
Financing activities RMEEE
Capital element of lease rentals paid ENHEMEREER (8,690) -
Interest element of lease rentals paid ENHEeMFEEER (372) -
Dividends paid to equity shareholders of IR AR B R AR
the Company ZIR B (16,000) (74,000)
Net (repayment of)/proceeds from bank loans  $R7TE X G,/ Frig
FIRFER (39,895) 134,592
Other cash flows arising used in financing B R FTRMEAM
activities WEm (8,657) (4,265)
Net cash (used in)/generated from BEES (FTA) g
financing activities RnRe®® (73.614) 56,327
Net decrease in cash and cash ReRELEEY
equivalents WA FEE (55,628) (21,809)
Cash and cash equivalents R—A—HHNERER
at 1 January REEEY 216,897 250,775
Effect of foreign exchanges rates EXEBHNTE
changes (38) (37)
Cash and cash equivalents at 30 June RAB=Z+tHWERS
REEZEEY 9 161,231 228,929
Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified Mzt : AEBER-ZZ-NAF—A—BEAEITRPEERERER

retrospective approach. Under this approach, comparative information is not restated.

For details, please see note 2.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ZN

,Q\‘%%*; FEﬁ an\ jﬁ%i&% M]L uf

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

GENERAL INFORMATION AND BASIS OF
PREPARATION

SFK Construction Holdings Limited (the “Company”) and its
subsidiaries (together referred to as the “Group”) are principally
engaged in construction and maintenance projects in Hong Kong,
construction projects in Macau and housing management services
in Hong Kong and the People’s Republic of China (the “PRC"). The
Company was incorporated in Bermuda on 17 October 2007 as an
exempted company with limited liability under the Companies Act
1981 of Bermuda (as amended).

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

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

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2018 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2019 annual financial statements.
Details of any changes in accounting policies are set out in note 2.

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

The interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial position
and performance of the Group since the 2018 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for a full set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs").

These unaudited consolidated interim financial statements have
been approved for issue by the Board of Directors on 28 August
2019.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ZN

2

==
=Ez —
=

AL

(Expressed in Hong Kong dollars unless otherwise indicated)

BB HRRN T

(Br=EER

rAa

B TT25)

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS, HKFRS 16, Leases, and a
number of amendments to HKFRSs that are first effective for the
current accounting period of the Group.

Except for HKFRS 16, Leases, none of the developments have had a
material effect on how the Group's results and financial position for
the current or prior periods have been prepared or presented in this
interim financial report. The Group has not applied any new
standard or interpretation that is not yet effective for the current
accounting period.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the related interpretations,
HK(IFRIC) 4, Determining whether an arrangement contains a lease,
HK(SIC) 15, Operating leases — incentives, and HK(SIC) 27

Evaluating the substance of transactions involving the legal form of
a lease. It introduces a single accounting model for lessees, which
requires a lessee to recognise a right-of-use asset and a lease
liability for all leases, except for leases that have a lease term of 12
months or less (“short-term leases”) and leases of low value assets.
The lessor accounting requirements are brought forward from
HKAS 17 substantially unchanged.

The Group has initially applied HKFRS 16 as from 1 January 2019.
The Group has elected to use the modified retrospective approach
and there is no impact of transition to HKFRS 16 on the opening
balance of equity at 1 January 2019. Comparative information has
not been restated and continues to be reported under HKAS 17.

Further details of the nature and effect of the changes to previous
accounting policies and the transition options applied are set out
below:

(@) Changes in the accounting policies
(i)  New definition of a lease
The change in the definition of a lease mainly relates to
the concept of control. HKFRS 16 defines a lease on the
basis of whether a customer controls the use of an
identified asset for a period of time, which may be
determined by a defined amount of use. Control is
conveyed where the customer has both the right to
direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR MR

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

2 CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(@) Changes in the accounting policies (Continued)

(i)

(ii)

New definition of a lease (Continued)

The Group applies the new definition of a lease in
HKFRS 16 only to contracts that were entered into or
changed on or after 1 January 2019. For contracts
entered into before 1 January 2019, the Group has
used the transitional practical expedient to grandfather
the previous assessment of which existing arrangements
are or contain leases.

Accordingly, contracts that were previously assessed as
leases under HKAS 17 continue to be accounted for as
leases under HKFRS 16 and contracts previously
assessed as non-lease service arrangements continue to
be accounted for as executory contracts.

Lessee accounting

HKFRS 16 eliminates the requirement for a lessee to
classify leases as either operating leases or finance
leases, as was previously required by HKAS 17. Instead,
the Group is required to capitalise all leases when it is
the lessee, including leases previously classified as
operating leases under HKAS 17, other than those
short-term leases and leases of low-value assets. As far
as the Group is concerned, these newly capitalised
leases are primarily in relation to property, plant and
equipment as disclosed in note 7.

Where the contract contains lease components and
non-lease components, the Group has elected not to
separate non-lease components and accounts for each
lease component and any associated non-lease
components as a single lease component for all leases.

When the Group enters into a lease in respect of a low-
value asset, the Group decides whether to capitalise the
lease on a lease-by-lease basis. The lease payments
associated with those leases which are not capitalised
are recognised as an expense on a systematic basis over
the lease term.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ZN
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(Expressed in Hong Kong dollars unless otherwise indicated)
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(a)

Changes in the accounting policies (Continued)

(ii)

Lessee accounting (Continued)

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

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

The right-of-use asset is subsequently stated at cost less
accumulated depreciation and impairment losses.

The lease liability is remeasured when there is a change
in future lease payments arising from a change in an
index or rate, or there is a change in the Group's
estimate of the amount expected to be payable under a
residual value guarantee, or there is a change arising
from the reassessment of whether the Group will be
reasonably certain to exercise a purchase, extension or
termination option. When the lease liability is
remeasured in this way, a corresponding adjustment is
made to the carrying amount of the right-of-use asset,
or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated)
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(b)

(c)

Critical accounting judgements and sources of
estimation uncertainty in applying the above
accounting policies

Determining the lease term

As explained in the above accounting policies, the lease
liability is initially recognised at the present value of the lease
payments payable over the lease term. In determining the
lease term at the commencement date for leases that include
renewal options exercisable by the Group, the Group
evaluates the likelihood of exercising the renewal options
taking into account all relevant facts and circumstances that
create an economic incentive for the Group to exercise the
option, including favourable terms, leasehold improvements
undertaken and the importance of that underlying asset to
the Group’s operation. The lease term is reassessed when
there is a significant event or significant change in
circumstance that is within the Group’s control. Any increase
or decrease in the lease term would affect the amount of
lease liabilities and right-of-use assets recognised in future
years.

Transitional impact

At the date of transition to HKFRS 16 (i.e. 1 January 2019),
the Group determined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present value of
the remaining lease payments, discounted using the relevant
incremental borrowing rates at 1 January 2019.

To ease the transition to HKFRS 16, the Group applied the
following recognition exemption and practical expedients at
the date of initial application of HKFRS 16:

(i)  the Group elected not to apply the requirements of
HKFRS 16 in respect of the recognition of lease liabilities
and right-of-use assets to leases for which the
remaining lease term ends within 12 months from the
date of initial application of HKFRS 16, i.e. where the
lease term ends on or before 31 December 2019;

I 32 SFK Construction Holdings Limited

2

BT BREEE (E)

BBYBREERE

(b)

(9]

16 %Jﬁ ! %ﬂ;gj_‘ ::

ERLOESTBRRSENEREHER
CEROLEESER S

ETHERR

Wb ETBOR AL - HE R B PR
HEHAEMEENTHOBRERR - 1
EMESEEEE (BRI ARERTE
MEMRER)NEEHRE  AEEE
ARAEEAREITEEEEAELE
FEAWMAERBEELBER (BREEEEK
K FTETHEEREUARZEBEE
HAKEELNERN) FETEENE
BTN - WA S EE S S E N
BFEBEBREMHRBERNBELEERE(L - A
BN ERENR - HE MR AT IS
MR B EERRFEERANEER

BREPREESH -

;E'I’igzﬂ
RBEEEEMBRELE165EE H
(B=F-NE—B—H) AEEEE

RHBEEHROKE  THENDER
REMENHEHERFHEENROIRE
ERA-—FT-NF—A-BNHEBEERE
RAERFRFEHEEE -

RERANBEMBEREENF 165RHE
B AEERBERERBENBREE
AIE16RE RERATHERR R LEE
BEZ

() AEBEZRETERBEEVHREE
A6 BARNAKHEENREE
RERBAMBREEAE 165
B RREF 1218 AN (BEE S
BR-F-NF+-A=1T—H=x
ZHHERNBEERZEERER
EREEENHTE

Interim Report 2019



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated)

BB HRRN T

(Br=EER

rAa

B TT25)

CHANGES IN ACCOUNTING POLICIES (Continued)

HKFRS 16, Leases (Continued)

(c)

(d)

Transitional impact (Continued)

(i) when measuring the lease liabilities at the date of initial
application of HKFRS 16, the Group applied a single
discount rate to a portfolio of leases with reasonably
similar characteristics (such as leases with a similar
remaining lease term for a similar class of underlying
asset in a similar economic environment); and

(i) when measuring the right-of-use assets at the date of
initial application of HKFRS 16, the Group relied on the
previous assessment for onerous contract provisions as
at 31 December 2018 as an alternative to performing
an impairment review.

The right-of-use assets in relation to leases previously
classified as operating leases have been recognised at an
amount equal to the amount recognised for the remaining
lease liabilities, adjusted by the amount of any prepaid or
accrued lease payments relating to that lease recognised in
the consolidated statement of financial position at 31
December 2018.

Impact on the financial result, segment results and cash
flows of the Group

After the initial recognition of right-of-use assets and lease
liabilities as at 1 January 2019, the Group as a lessee is
required to recognise interest expense accrued on the
outstanding balance of the lease liability, and the depreciation
of the right-of-use asset, instead of the previous policy of
recognising rental expenses incurred under operating leases
on a straight-line basis over the lease term.

In the consolidated cash flow statement, the Group as a
lessee is required to split rentals paid under capitalised leases
into their capital element and interest element. These
elements are classified as financing cash outflows, rather than
as operating cash outflows, as was the case for operating
leases under HKAS 17. Although total cash flows are
unaffected, the adoption of HKFRS 16 therefore results in a
change in presentation of cash flows within the consolidated
cash flow statement.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

*%%%ﬂf; FIEﬁ an\ ﬁﬁ’%i&% BH uf

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

3 REVENUE AND SEGMENT REPORTING
(a) Revenue

The principal activities of the Group are general building, civil
engineering and the provision of other services.

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

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

(b) Segment reporting

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

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

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

— Others : this segment mainly provides housing management

services, electrical and mechanical engineering
services and consultancy services
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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REVENUE AND SEGMENT REPORTING (Continued) 3 WHEDEHRSEE)
For the six months ended 30 June 2019 BE-_Z—NEXA=t+HLAKEAR
General Civil
building  engineering Others Total
—REF TARIRE Hith Ast
$'000 $'000 $'000 $'000
T T T T
Reportable segment revenue  AJ ¥4 9 SIS
(recognised over time) (IRRsEIRER) 2,192,012 475,382 92,282 2,759,676
Reportable segment profit BE Rl 63,210 2,711 2,699 68,620
Other revenue and HAb e K
other net gain H b F Uz 184
Depreciation e (928)
Finance costs A& AR (8,929)
Unallocated head office and RIED LB ER
corporate expenses M ERX (43,016)
Consolidated profit before BRELBIAR & s A
taxation 15,931
Share of results of a joint DMEEERE
venture B (10) - - (10)
Depreciation for the period HATE 7,132 1,118 1,690 9,940
Reportable segment assets A REDEEE 1,092,423 510,826 53,947 1,657,196
Deferred tax assets RIETRIBE B 36,742
Current tax recoverable AT el BN HARE T8 2,706
Unallocated head office and AEDHAHER
corporate assets Rb¥EE 250,985
Consolidated total assets IREBEE 1,947,629
Additions to non-current HAREIERED
segment assets DEEE
during the period 1,841 404 78 2,323
Reportable segment ARE DR B E
liabilities (including interest (BEREE
in a joint venture) EER) 643,171 308,614 13,696 965,481
Current tax payable fﬁﬁﬂﬁﬁﬁﬁ 10,714
Deferred tax liabilities ERERIEEE 5,035
Unallocated head office and REDBLARER
corporate liabilities LiaE 475,524
Consolidated total liabilities RARaE 1,456,754
Share of net liabilities in DMEEEDREY
a joint venture BEFE 12,723 - - 12,723
NEFREImE FTRAERREEERA
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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R

(BRBIEBIN - LBTZF)

REVENUE AND SEGMENT REPORTING (Continued) 3

Was & o B R & ()

(b) Segment reporting (Continued)

For the six months ended 30 June 2018

(b) ZEHE(E)

BE2=-Z2—-N\EXA=1tHLAKEA
General Civil
building engineering Others Total
—REF TARIRE Hith Bt
(Note) (Note) (Note) (Note)
(B5E) (H7E) (F&) (B3E)
$'000 $'000 $'000 $'000
Tt T T T
Reportable segment revenue  A] R4 7 2RUL
(recognised over time) (IR BEEER) 2,055,156 722,000 49,914 2,827,070
Reportable segment profit Al 3B ) 91,734 24,571 5,480 121,785
Other revenue and E Ao heam &
other net gain HAnF U s 29
Depreciation e (343)
Finance costs BhE P AN (4,265)
Unallocated head office and ~ REH AP =R
corporate expenses REFERAE (42,926)
Consolidated profit before BRELRTAR S VA
taxation 74,280
Share of results of a joint DEEEDEES
venture (1,142) - - (1,142)
Depreciation for the period ~ EAR#T & 4,416 1,635 288 6.339
Reportable segment assets AREDLEE
(including interest (BEREZE
in a joint venture) u;%z%/\) 1,063,811 511,818 97,314 1,672,943
Deferred tax assets BIEHIREE 34,982
Current tax recoverable A4 el BN HA IR 1,740
Unallocated head office and ~ REH AL =R
corporate assets NHEE 283,712
Consolidated total assets A REE 1,993,377
Additions to non-current HARNEIERD
segment assets DEEE
during the period 14,134 4,966 343 19,443
Share of net assets in PMEEEREL
a joint venture BEFE 1,948 - - 1,948
Reportable segment liabilities AJ & D E & & 637,701 274,036 31,984 943,721
Current tax payable [T BNERFL 18 19,329
Deferred tax liabilities ELEFRESE 5,016
Unallocated head office and K& D EL 2=
corporate liabilities REEEE 562,116
Consolidated total liabilities 44842 81(E& 1,530,182

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the
modified retrospective approach. Under this approach, comparative
information is not restated. For details, please see note 2.

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

SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5&%%%4:; F'Eﬁ an\ ﬁﬁ’%%ﬁ%ﬁﬁ uf

(Expressed in Hong Kong dollars unless otherwise indicated) (KA - BT Z5)

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

Six months ended 30 June
BZXA=1tHIEAEA

2019 2018
—E-hEF —FE-N\F
(Note)
(i)
$'000 $'000
T Tz
(@) Finance costs (a) ®WMERAK
Interest on bank advances IRITRRHFI B 8,657 4,265
Interest on lease liabilities HEaBENFIE 295 -
8,952 4,265
(b) Staff costs (b) EIFRZA&
Salaries, wages and other benefits e Iﬁ&ﬁﬁﬂ%ﬂ 374,414 345,233
Contributions to defined contribution FEHEFGRIRET B
retirement plans 14,185 13,120
Less: Amount included in direct costs o P AB B AR &R (367,332) (332,814)
21,267 25,539
() Other items () HfhEH
Depreciation e 16,158 6,682
Less: Amount included in direct costs B ST ABE B AR & (9,324) (6,075)
6,834 607
Auditors’ remuneration A GRS 1,761 1,532
Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified Mz AEER-ZT—hAF—A—BERETBREAEXE
retrospective approach. Under this approach, comparative information is not AREBHIGEREEAFE 165 - RIFUH A @ LEE
restated. For details, please see note 2. RS - FEFRMEE2 -
—TE-NFHRHRE FTREEXREEASR AT
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR MR

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

5 INCOME TAX 5 FiBEH
Taxation in the consolidated income statement represents: A WERABTIEE -
Six months ended 30 June
BEXA=+THLEXREA
2019 2018
—E-hF —ET—)\F
$'000 $'000
Tt T
Current tax — Hong Kong Profits Tax BNEABIIE — B ABFEHR
Provision for the period HAN B 1 4,471 11,717
Deferred tax EERIE
Origination and reversal of B R E £ RO
temporary differences (1,674) 140
2,797 11,857
6 EARNINGS PER SHARE 6 BREF
(a) Basic earnings per share () BREXEF
The calculation of basic earnings per share is based on the BRERBFIDRBERAA AL BERRK
profit attributable to ordinary equity shareholders of the HE(EEF 13,163,000 L (ZF— N\F X
Company of $13,163,000 (30 June 2018: $62,701,000) and A=-+H :62,701,0007T) LA K& EAR 2 3
400,000,000 shares (30 June 2018: 400,000,000 shares) in 1T R% 15 # hn 4 9 £2 400,000,000 f% (=
issue during the period. T— N4 X A=-+H : 400,000,000 )
FTE
(b) Diluted earnings per share (b) SREEEF
There were no potential dilutive shares in existence during the REBEZZ-—AFRZFE-N\FKA
six months ended 30 June 2019 and 2018. =T RAIERER - WEEEEERD
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS EXEPER e M HRR M

(Expressed in Hong Kong dollars unless otherwise indicated) (KA - BT Z5)

7 PROPERTY, PLANT AND EQUIPMENT 7 YE- BERSEE
(a) Right-of-use assets (a) FHAEEE
As discussed in note 2, the Group has initially applied HKFRS M EE2FT - ARBEERKBERT A
16 using the modified retrospective method and adjusted the MEERERBEAMBREERSE 16
opening balances at 1 January 2019 to recognise right-of-use B WRZE—NF—A—BHARET
assets relating to leases which were previously classified as BHNERBESEAIRBEE ST LRE
operating leases under HKAS 17. 17D B RKERENNEEERENGE
FAtEAE -
(b) Acquisitions and disposals of owned assets (b) WERLHEEEEE
During the six months ended 30 June 2019, the Group REEZZ-NFRA=THILREA -
acquired items of plant and equipment with a cost of FEEBERERKZBEBZINER
$11,831,000 (30 June 2018: $19,471,000). Also, the Group 11,831,000 (ZE—N\FE/A=1+8:
disposed items of plant and equipment with a carrying 19,471,0007T) » FIfs - REE L EREE
amount of $165,000 (30 June 2018: $90,000). B4165,000 T ZMEREHE(ZZT—N
FRNAZ=1H:90,0007T 2 KE K&
1#) -
8 TRADE AND OTHER RECEIVABLES 8 REWESERRRHEMEKRIE
30 June 31 December
2019 2018
—E-hEF —E-N\F
AA=+H +t-—A=+—H
$'000 $'000
T T
Trade debtors FEUE 2 IR 346,313 503,055
Deposits, prepayments and other receivables %% + Ja 4 518 K E it g W 5708 46,650 24,922
Amounts due from a joint operation partner  fEUR & & EEE 108 3,183 40,757
396,146 568,734
The ageing analysis of trade debtors and trade balances due from JEWE 5 R R B RE R R 2 B D EBRIRIE
related companies based on the invoice date is as follows: BERMBZRERITET

30 June 31 December

2019 2018

—E-hEF —E—N\F

RNB=+H +t-A=+—H

$'000 $'000

T Tt

Within 1 month —EAR 317,228 475,789
Over 1 to 2 months —ZE=mMEA 20,823 15,440
Over 2 to 3 months MZE =184 1,546 4,807
Over 3 months but within 6 months BiBE=EAERNEARN 6,716 7,019
346,313 503,055

—E-NEFH K MEEREREEARA

Iff

el

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

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

9 CASH AND CASH EQUIVALENTS 9 RERBRESEEY
30 June 31 December
2019 2018
—E-NF —E—)\F
ANA=+H +=—A=+—8H
$'000 $'000
SFoE Tz

Cash and cash equivalents in the FREUBRREREREERE

consolidated statement of financial position ~ REXMIRE RIS ZEEY
and condensed consolidated cash flow

statement 161,231 216,897

10 TRADE AND OTHER PAYABLES 10 ENEZRIFKEMENSRKE
30 June 31 December
2019 2018
—ZE-hF —E-NF
RNB=+H +t-—A=+—H
$'000 $'000
T Tz
Trade creditors FENEB BRI 405,737 466,011
Accruals and other payables FESTE R N E M fER IR 223,055 362,868
Amounts due to joint operation partners JE & & EBBHRE 1,062 6,562
Retentions payable ERHRFES 347,918 310,176
977,772 1,145,617
The ageing analysis of trade creditors based on the invoice date is N8 SEFBBEEZEMZREINAOT -

as follows:

30 June 31 December
2019 2018
—E-hF —E-NF
AA=+H +-—A=+—H
$'000 $'000
Srow Tz
Within 1 month —@ AN 257,139 291,755
Over 1 to 2 months —ZEZmEA 97,393 133,932
Over 2 to 3 months ME={AA 34,833 31,624
Over 3 months HBidB=1EA 16,372 8,700
405,737 466,011
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

§E /%gé % 7}:; FIEﬁ l\‘/T\

(Expressed in Hong Kong dollars unless otherwise indicated)

11 DIVIDENDS

The Board of Directors does not recommend the payment of any
interim dividend for the six months ended 30 June 2019 (30 June

2018: 9.0 cents per share).

BB HRRN T

(Br=EIEHI -

A TTE5)

KRE

EEETEFREBE_T-NFEA=1+H
EAREAZHEBERE(ZE—N\FA=Z+H:
FR9.081) °

Six months ended 30 June

BEANA=THILEREA

2019 2018
—E-AF —E-)\F
$'000 $'000
Srow Tt
Interim dividend declared after the end of WEAREERT
reporting period FEAAR B = 36,000

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

Final dividend of 4.0 cents per share, amounting to $16,000,000,
was declared for the year ended 31 December 2018 and paid in

June 2019.

M

—NERHPRE

BEPREEZT IR ZTHHARERFEHRE
AERBEE -

KREFAR B &% 4.08 1l - & FE# 16,000,000 7T

RBE-_Z-N\F+_A=+—"BLFEE
K AR —E—NEFERARN -

MEEREREEERAQA



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RIEER BRSBTS BRI

K«
KEZRRE R T
(Expressed in Hong Kong dollars unless otherwise indicated) (K SZA MBI - AETZ5)

12 MATERIAL RELATED PARTY TRANSACTIONS 12

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

EPNL oy
NA R B RS T T EERABEAN
THZS :

Six months ended 30 June

BEANA=THIEREA

2019 2018
—B-NF —T-N\F
$'000 $'000
F5 T
Housing management and related service P =& 38 RABRARR S UL A (PR EE (i)
income (note (i) - 143
Rental expenses, license fees, air-conditioning &Y « HFAIE A8 K%
and service charges (note (ii)) AR 7% & (B = (i) 2,198 4,436
Property management services and property Y73 % 3B IR IS M W 2 A RS
consultancy services income (note (iii)) WA (B EE Gii)) 2,319 3,145

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

Notes:

(i) During the six months ended 30 June 2018, the Group mainly earned housing
management service income from subsidiaries of Great Eagle Holdings Limited.

(ii) During the six months ended 30 June 2019 and 2018, the Group paid rental
expenses to a subsidiary of Great Eagle Holdings Limited and subsidiaries of Sun
Fook Kong Group Limited.

(iii) During the six months ended 30 June 2019 and 2018, the Group provided

property management services and property consultancy services to subsidiaries
of Sun Fook Kong Group Limited.

I 42 SFK Construction Holdings Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PEEl
NS BT RS SRR M T
(Expressed in Hong Kong dollars unless otherwise indicated) (KA - BT Z5)

13 FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES

==
=Ez —
=

(a)

As at 30 June 2019, approximately $448,200,000 (31
December 2018: $402,995,000) of performance bonds were
given by financial institutions to the Group in favour of the
Group's customers as security for the due performance and
observance of the Group’s obligation under the contracts
entered into between the Group and their customers. The
Group has provided guarantees of the above performance
bonds. If the Group fails to provide satisfactory performance
to their customers to whom performance bonds have been
given, such customers may demand the financial institutions
to pay to them the sum or sums stipulated in such demand.
The Group will then become liable to compensate such
financial institutions accordingly. The performance bonds will
be released upon completion of the contract work.

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 30 June 2019, the Group had provided guarantees of
$214,685,000 (31 December 2018: $214,991,000)
representing a 50% proportionate guarantee in respect of
certain banking facilities of $429,370,000 (31 December
2018: $429,981,000) granted to its joint ventures in Macau.
The 50% proportionate facilities were utilised to the extent of
$84,051,000 (31 December 2018: $94,389,000), of which
amounts of $67,211,000 (31 December 2018: $73,530,000)
represent performance bonds given by financial institutions to
customers of the joint venture.

NEFF RS

13

MBEREIREE

(a)

(b)

HEBER

T—NFRNA=Z1TH  SEEEL
$E@¥ﬁﬁ“AA%ﬁ%M8mO%O
T ZE—-NF+ZA=+—8:
402,995,000 7T ) W E KR 7E - 1ERA &
EZERTRETAEEEZSEIY
AHEBTEEMNER - AEBEH Lt
BAREBRHEER - MAKEREME
REORBNEFPEZERTEMTE  AIB
BEFPUZERkemEERNEINBEHE
SKETEAMEEE - AR ASEERAERE

AT RREETEN BOREBEBRE
TR TERRRR -

RMEBR ARG EERELAEET
NAJREEFIR(E -
RZZE—AFRNA=1+H AEBIRE

214,685,000t ( — T — N+ = A
=+—H8 214,991,000 7T ) B #& R - 4/
ERETRMAGECENE THRITHE
429,370,000t( ZFE — NF + = A
=-+—H :429,981,0007T) & 50% Lt I
IR - 50% Lt g & 2 ) 84,051,000
T(ZE—-—NF+ZA=+—8:
94,389,0007T) * £ 67,211,0007T(=
T—-NF+=ZA=+—H :73,530,000
TEHESMEBE TEERENT,H
B IR o
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS EXEPER e M HRR MR

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

13 FINANCIAL GUARANTEES AND CONTINGENT
LIABILITIES (Continued)

(€0 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.

(d)  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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