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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility 

for the contents of this announcement, make no representation as to its accuracy or completeness and expressly 

disclaim any liability whatsoever for any loss howsoever arising  from or in reliance upon the whole or any part of 

the contents of this announcement. 
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ANNOUNCEMENT OF UNAUDITED INTERIM RESULTS 

FOR THE SIX MONTHS ENDED 30 JUNE 2018, 

INTERIM DIVIDEND AND CLOSURE OF REGISTER OF MEMBERS 

 

FINANCIAL HIGHLIGHTS 

 
   Unaudited  

     Six months ended 30 June  

   2018   2017   Change  

       % 

RESULTS (HK$'000)        
       
 Revenue 27,105,613  22,966,135  18.0 
       
 Gross profit 4,104,799  3,253,404  26.2 
        
 Gross profit margin  15.1%  14.2%  6.3 
       
 Profit from core business* 2,522,320  2,092,401  20.5 
       
 Profit attributable to owners of the Company 2,522,320  2,493,401  1.2 
        

FINANCIAL INFORMATION PER SHARE      
     (restated)   
 Earnings – basic (HK cents) 49.96  55.42  -9.9 
        
 Net assets (HK$)  7.83   6.35  23.3 

 

INTERIM DIVIDEND  
 

 The Board declared an interim dividend of HK15.00 cents per share.   

   

BANK BALANCES AND CASH 
 

 As at 30 June 2018, the Group had bank balances and cash of approximately HK$19,045 million. 

  
* Excluding gain on fair value changes of investment properties 
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The board of directors (the “Board”) of China State Construction International Holdings Limited 

(the “Company”) hereby announces the unaudited consolidated interim results of the Company 

and its subsidiaries (the “Group”) for the six months ended 30 June 2018 together with the 

unaudited comparative figures for the corresponding period ended 30 June 2017 as follows: 

  

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT  
 
  Six months ended 30 June 

    2018  2017 

  Notes  HK$'000   HK$'000 

       

Revenue  4  27,105,613  22,966,135 

Costs of sales    (23,000,814)  (19,712,731) 

Gross profit    4,104,799  3,253,404 

Investment income, other income and other 

gains, net  6  280,528  527,436 

Administrative, selling and other operating 

     expenses    (623,367)  (664,408) 

Share of profits/(losses) of        

Joint ventures     384,923  416,360 

Associates  (11,816)  85,309 

Finance costs    (838,598)  (442,166) 

Profit before tax  7  3,296,469  3,175,935 

Income tax expenses, net  8  (753,205)  (641,400) 

Profit for the period    2,543,264  2,534,535 

     

 

 

Profit for the period attributable to:       

Owners of the Company    2,522,320 2,493,401 

Non-controlling interests    20,944  41,134 

    2,543,264  2,534,535 

       

Earnings per share (HK cents)  10    (restated) 

Basic     49.96  55.42 

Diluted     49.96  55.42 
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF 

COMPREHENSIVE INCOME 

 
 

 

  Six months ended 30 June 

    2018  2017 

    HK$'000  HK$'000 

       

       

Profit for the period    2,543,264  2,534,535 

       

Other comprehensive (loss)/income       

       

Items that may be reclassified to profit and loss     

Gain on fair value changes of available-for-sale 

investments, net of tax  -  3,571 

Loss on fair value changes of financial assets at fair 

value through other comprehensive income, net of 

tax  (1,048)  - 

Release of investment revaluation reserve to income 

statement upon disposal of financial assets at fair 

value through other comprehensive income  (109)  - 

Exchange differences on translation of the Company 

and its subsidiaries  (431,228)  891,328 
Exchange differences on translation of joint ventures  (155,163)  176,987 
Exchange differences on translation of associates  (9,644)  16,684 

Other comprehensive (loss)/income for the period, net 

of tax  (597,192)  1,088,570 

     

Total comprehensive income for the period, net of tax  1,946,072  3,623,105 

     

Total comprehensive income attributable to:       

Owners of the Company    1,936,818  3,573,846 

Non-controlling interests    9,254  49,259 

    1,946,072  3,623,105 
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL 
POSITION  
 
  30 June  31 December 

  2018  2017 

 Note  HK$'000     HK$'000 

  (unaudited)  (restated) 

Non-current Assets      

Property, plant and equipment  3,813,973  3,818,806 

Investment properties  4,750,616  4,750,265 

Interests in infrastructure project investments  3,402,871  3,294,041 

Prepaid lease payments   384,756  391,306 

Interests in joint ventures  11,288,581  9,956,111 

Interests in associates  5,126,547  4,570,740 

Concession operating rights  5,244,346  5,414,282 

Deferred tax assets  202,021  222,580 

Trademark, project backlogs and licenses  323,734  334,686 

Goodwill  577,664  577,664 

Available-for-sale investments  -  411,234 

Financial assets at fair value through other 

comprehensive income  456,773  - 

Amounts due from investee companies  207,934  204,061 

Trade and other receivables 11 33,179,755  29,094,860 

  68,959,571  63,040,636 

     

Current Assets     

Interests in infrastructure project investments  46,383  44,346 

Inventories  314,858  214,039 

Properties under development  1,638,771  - 

Properties held for sale  414,340  414,367 

Contract assets  11,605,967  10,979,356 

Trade and other receivables 11 26,070,110  22,136,148 

Deposits and prepayments   272,139  298,577 

Available-for-sale investments  -  38,996 

Amounts due from joint ventures  3,174,903  3,728,290 

Tax recoverable  14,566  30,315 

Bank balances and cash  19,045,090  17,593,203 

  62,597,127  55,477,637 
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL 

POSITION (continued) 

 

  30 June  31 December 

 2018  2017 

 Note  HK$'000   HK$'000 

   (unaudited)  (restated) 

Current Liabilities       

Trade payables, other payables and accruals 12  35,139,427  33,133,986 

Contract liabilities   7,281,983  6,795,165 

Deposits received   38,176  33,478 

Amounts due to joint ventures   795,374  2,231,753 

Amount due to an associate   87,695  76,703 

Current tax payables   3,420,439  3,247,384 

Dividend payables   1,009,831  - 

Borrowings  13  3,634,634  2,580,590 

Guaranteed notes payables   -  3,898,357 

Obligations under finance leases   820  865 

   51,408,379  51,998,281 

      

Net Current Assets   11,188,748  3,479,356 

      

Total Assets less Current Liabilities   80,148,319  66,519,992 

      

Capital and Reserves      

Share capital   126,229  126,229 

Share premium and reserves   38,867,905  37,961,400 

Equity attributable to owners of the Company   38,994,134  38,087,629 

Non-controlling interests   522,978  375,282 

   39,517,112  38,462,911 

 

Non-current Liabilities      

Borrowings 13  33,189,613  20,592,443 

Guaranteed notes payables   6,208,479  6,206,053 

Contract liabilities   796,821  809,431 

Deferred tax liabilities   434,124  446,655 

Obligations under finance leases   2,170  2,499 

   40,631,207  28,057,081 

   80,148,319  66,519,992 
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NOTES: 

 

(1) BASIS OF PREPARATION  

 

The condensed consolidated financial statements have been prepared in accordance with the 

applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing of 

Securities on The Stock Exchange of Hong Kong Limited (the“Listing Rules”) and with 

Hong Kong Accounting Standard (“HKAS”) 34, Interim Financial Reporting, issued by the 

Hong Kong Institute of Certified Public Accountants (the“HKICPA”). 

 

The condensed consolidated financial statements have been prepared on the historical cost 

basis except for certain financial instruments and investment properties, which are measured 

at fair values. 

 

(2) APPLICATION OF NEW STANDARDS, AMENDMENTS AND IMPROVEMENTS 

TO EXISTING STANDARDS AND INTERPRETATION  

 

The accounting policies used in the condensed consolidated financial statements are 

consistent with those followed in the preparation of the Group’s annual financial statements 

for the year ended 31 December 2017 except for the adoption of amendments to HKAS 

effective for the financial year ending 31 December 2018. 

 

In the current interim period, the Group has applied, for the first time, the following 

amendments to HKAS issued by the HKICPA which are relevant to the Group: 

 

Amendments to HKFRS 2 Classification and Measurement of Share-based 

Payment Transaction 

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with 

HKFRS 4 Insurance Contracts 

HKFRS 9  Financial Instruments 

HKFRS 15 Revenue from Contracts with Customers 

Amendments to HKFRS 15 

 

Clarifications to HKFRS 15, Revenue from Contracts 

with Customers 

Amendments to HKAS 40 Transfers of Investment Property 

HK (IFRIC) – Int 22 Foreign Currency Transactions and Advance 

Consideration 

Annual Improvements 2014-2016 

Cycle 

Amendments to HKFRS 1 and HKAS 28 

 

The application of the above new standards, amendments and improvements to existing 

standards and interpretation in the current period has had no material impact on the Group’s 

results and financial position, except HKFRS 9 “Financial Instruments” and HKFRS 15 

“Revenue from Contracts with Customers”. As a result of adopting the standards, the Group 

had to change its accounting policies. The impact of adoption are disclosed in Note 3. 
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(2) APPLICATION OF NEW STANDARDS, AMENDMENTS AND IMPROVEMENTS 

TO EXISTING STANDARDS AND INTERPRETATION (continued) 

 

The Group has not early applied the following new standards, amendments and improvements 

to existing standards and interpretation that have been issued but are not yet effective. 
 

Amendments to HKFRS 9 Prepayment Features with Negative Compensation
1
 

Amendments to HKFRS 10  

  and HKAS 28 

Sale or Contribution of Assets between an Investor 

and its Associate or Joint Venture
3
 

HKFRS 16 Leases
1
 

HKFRS 17 Insurance Contracts
2
 

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
1
 

Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
1
 

HK (IFRIC) – Int 23 Uncertainty over Income Tax Treatments
1
 

Annual Improvements 2015-2017 

Cycle 

Amendments to HKFRS 3, HKFRS 11, HKAS 12 

and HKAS 23
1
 

 

1 
Effective for annual periods beginning on or after 1 January 2019 

2 
Effective for annual periods beginning on or after 1 January 2021 

3 
The mandatory effective date will be determined 

 

The Group will adopt the above new standards, amendments and improvements to existing 

standards and interpretation as and when they become effective. None of the above is expected 

to have a significant effect on the consolidated financial statements of the Group, except the 

following set out below: 

 

HKFRS 16, “Leases” 

 

HKFRS 16 addresses the definition of a lease, recognition and measurement of leases and 

establishes principles for reporting useful information to users of financial statements about the 

leasing activities of both lessees and lessors. A key change arising from HKFRS 16 is that 

most operating leases will be accounted for on the statements of financial position for lessees.  

HKFRS 16 is mandatory for the Group’s financial statements for annual periods beginning on 

or after 1 January 2019.  The Group currently plans to adopt this new standard from 1 January 

2019. 
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(2) APPLICATION OF NEW STANDARDS, AMENDMENTS AND IMPROVEMENTS 

TO EXISTING STANDARDS AND INTERPRETATION (continued) 

 

HKFRS 16, “Leases” (continued) 
 

The Group is a lessee of certain premises and properties which are currently classified as 

operating leases. HKFRS 16 provides a new provision for the accounting treatment of leases 

when the Group is the lessee, almost all leases should be recognised in the form of an asset (for 

the right of use) and a financial liability (for the payment obligation). Short-term leases of less 

than twelve months and leases of low-value assets are exempt from the reporting obligation. 

The new standard will therefore result in an increase in assets and financial liabilities in the 

consolidated statements of financial position. As for the financial performance impact in the 

consolidated statements of comprehensive income, straight-line depreciation expense on the 

right-of-use asset and the interest expenses on the lease liability are recognised and no rental 

expenses will be recognised. The combination of a straight-line depreciation of the right-of-use 

asset and the effective interest rate method applied to the lease liability will result in a higher 

total charge to consolidated income statements in the initial years of the lease, and decreasing 

expenses during the latter part of the lease term.   
 

(3) CHANGES IN ACCOUNTING POLICIES 

 

This note explains the impact of the adoption of HKFRS 9 “Financial Instruments” and 

HKFRS 15 “Revenue from Contracts with Customers” on the Group’s financial statements 

and also discloses the new accounting policies that have been applied from 1 January 2018, 

where they are different to those applied in prior periods. 

 

(a) HKFRS 9 “Financial Instruments” 
 

HKFRS 9 replaces the provisions of HKAS 39 that relate to the recognition, 

classification and measurement of financial assets and financial liabilities, derecognition 

of financial instruments, impairment of financial assets and hedge accounting. In 

accordance with the transitional provisions in HKFRS 9, comparative figures have not 

been restated. 
 

The new accounting policies applied from 1 January 2018 are as follows: 
 

(i) Classification 
 
Debts instruments 
 

HKFRS 9 has three financial asset classification categories for investments in debt 

instruments: 

•  those to be measured at amortised cost; 

•  those to be measured subsequently at fair value through other comprehensive 

income (“FVOCI”); and 

• those to be measured subsequently at fair value through profit or loss (“FVPL”).  
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(3) CHANGES IN ACCOUNTING POLICIES (continued) 

 

(i) Classification (continued) 
 
Debts instruments (continued) 

 

Classification depends on the entity’s business model for managing the debt 

instruments and the debt instruments’ contractual cash flow characteristics. 
 

The Group classifies its financial assets as at amortised cost only if both of the 

following criteria are met: 

•  the asset is held within a business model with the objective of collecting the 

contractual cash flows; and 

•  the contractual terms of the debt instruments give rise on specified dates to cash 

flows that are solely payments of principal and interest on the principal 

outstanding. 

 

The Group classifies its financial assets as at FVOCI only if both of the following 

criteria are met: 

•  the objective of the Group’s business model is to hold the asset to collect the 

contractual cash flows and to sell financial assets; and 

•  the contractual terms of the debt instruments give rise on specified dates to cash 

flows that are solely payments of principal and interest on the principal 

outstanding. 
 

Financial assets that do not meet the criteria for amortised cost or FVOCI are 

measured at FVPL. 
 

Equity instruments 
 

Investment in equity instruments are always measured at fair value. Equity 

instruments that are held for trading are measured at FVPL. 
 

For equity instruments which are not held for trading, the Group has made an 

irrevocable election at initial recognition to recognise changes in fair value through 

other comprehensive income rather than profit or loss. 
 

 (ii) Measurement 

 

At initial recognition, the Group measures a financial asset at its fair value plus, in 

the case of a financial asset not at fair value through profit or loss, transaction costs 

that are directly attributable to the acquisition of the financial asset. Transaction 

costs of financial assets carried at fair value through profit or loss are expensed in 

profit or loss. 
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(3) CHANGES IN ACCOUNTING POLICIES (continued) 

 

(ii) Measurement (continued) 

 

Financial assets measured at amortised cost 
 

Assets that are held for collection of contractual cash flows where those cash flows 

represent solely payments of principal and interest are measured at amortised cost. 

A gain or loss on a financial asset that is subsequently measured at amortised cost is 

recognised in profit or loss when the asset is derecognised or impaired. Interest 

income from these financial assets is included in finance income using the effective 

interest rate method. 
 

Equity instruments classified as fair value through other comprehensive income 
 

The Group subsequently measures all equity instruments at fair value. Since the 

Group’s management has elected to present fair value gains and losses on equity 

instruments in other comprehensive income, there is no subsequent reclassification 

of fair value gains and losses to profit or loss. Equity investments that are elected by 

the Group’s management to be classified as FVOCI are not subject to impairment. 

Dividends from such instruments continue to be recognised in profit or loss as other 

income when the Group’s right to receive payments is established. 
 

 (iii) Impairment 
 

The Group assesses on a forward looking basis the expected credit losses associated 

with its debt instrument assets carried at amortised cost and contract assets. The 

impairment methodology applied depends on whether there has been a significant 

increase in credit risk. 
 

For trade and other receivables and contract assets, the Group applies the simplified 

approach permitted by HKFRS 9, which requires expected lifetime losses to be 

recognised from initial recognition of the receivables. 

 

For other financial assets originally categorised as loans and receivables under 

HKAS 39 which all have been classified as financial assets at amortised cost under 

HKFRS 9 from 1 January 2018, the Group has determined that reliably assessing the 

probability of default of the counterparties at the initial recognition of each financial 

asset would result in undue cost and effort. As permitted by a transition provision in 

HKFRS 9, provision for doubtful debts account for these financial assets will be 

determined based on whether their credit risk are low at each reporting date, and if 

so by recognising a 12 months expected losses amount until the financial asset is 

derecognised. If the financial asset is not of a low credit risk, the corresponding 

provision for doubtful debts account will be recognised as equal to lifetime expected 

losses. 
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(3) CHANGES IN ACCOUNTING POLICIES (continued) 

 

The impact of the adoption of HKFRS 9 is shown as follows: 
 

(i)  Classification and measurement of financial assets and liabilities 
 

At the date of initial application of HKFRS 9 (1 January 2018), the Company’s 

management has assessed which business models apply to the financial assets held 

by the Group and has classified its financial assets and liabilities into the appropriate 

HKFRS 9 categories. 
 

The financial assets held by the Group include financial assets previously classified 

as available-for-sale investment under HKAS 39, and that have reclassified as 

financial assets at fair value through other comprehensive income under HKFRS 9.  

Except for the above, the application of HKFRS 9 does not have material impact on 

the classification, recognition and measurement of the other financial assets held by 

the Group at 30 June 2018. 

 

The application of HKFRS 9 does not affect the Group’s accounting for financial 

liabilities, as the new requirements only affect the accounting for financial liabilities 

that are designated at fair value through profit or loss and the Group does not have 

any such liabilities. The derecognition rules have been transferred from HKAS 39 

and have not been changed.  

 

(ii) Impairment of financial assets 

 

The new impairment model requires the recognition of impairment provisions based 

on expected credit losses model rather only incurred credit losses as is the case 

under HKAS 39.  It applies to financial assets classified at amortised cost and 

contract assets under HKFRS 15. At 30 June 2018, the Group assessed the impact of 

loss allowance is immaterial.  

 

(b) HKFRS 15 “Revenue from Contracts with Customers”  
 

The Group has adopted HKFRS 15 “Revenue from Contracts with Customers” from 1 

January 2018 which resulted in changes in accounting policies and adjustments to the 

amounts recognised in the financial statements. In accordance with the modified 

retrospective approach in HKFRS 15, comparative figures have not been restated. 
 

The accounting policies were changed to comply with HKFRS 15, which replaces both 

the provisions of HKAS 18 Revenue and HKAS 11 Construction Contracts and the 

related interpretations that relate to the recognition, classification and measurement of 

revenue and costs. 
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(3) CHANGES IN ACCOUNTING POLICIES (continued) 

 

(b) HKFRS 15 “Revenue from Contracts with Customers” (continued) 

  

The new accounting policies and the impact of the adoption of HKFRS 15 is shown as 

follows: 

 

Accounting for revenue from construction contracts 

 

In prior reporting periods, the Group accounted for revenue from construction contracts 

when the outcome of construction contracts can be estimated reliably by reference to the 

stage of completion of the contract activities at the end of the reporting periods. 

 

Under HKFRS 15, revenue from construction contracts is recognised when or as the 

construction projects are transferred to the customer.  Depending on the terms of the 

contracts and the laws that are applicable to the contracts, control of the construction 

projects may transfer over time or at a point in time.  If construction projects have no 

alternative use to the Group contractually and the Group has an enforceable right to 

payment from the customers for performance completed to date, the Group satisfies the 

performance obligation over time and therefore, recognises revenue over time in 

accordance with the input method for measuring progress.   

 

The excess of cumulative revenue recognised in profit or loss over the cumulative 

billings to customers is recognised as contract assets.  The excess of cumulative billings 

to customers over the cumulative revenue recognised in profit or loss is recognised as 

contract liabilities. 
 

Presentation of contract assets and liabilities 
 

Reclassifications were made as at 1 January 2018 to be consistent with the terminology 

used under HKFRS 15: 

 

• contract assets recognised in relation to construction contracts were previously 

presented as amounts due from customers for contract work; 

• contract liabilities recognised in relation to construction contracts were previously 

presented as amounts due to customers for contract work and deposits received and 

advances from customers; and 

• contract liabilities recognised in relation to thermoelectricity business were 

previously presented as trade payables, other payables and accruals, deposits 

received and advances from customers and deferred income. 
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(3) CHANGES IN ACCOUNTING POLICIES (continued) 

 

(b) HKFRS 15 “Revenue from Contracts with Customers” (continued) 

 

The following adjustments were made to the amounts recognised in the statement of financial 

position on 1 January 2018: 
 
 At 31 

 December 

 2017 

(as previously 

 presented) 

Effects of 

adoption of 

HKFRS 15 

At 1 

 January  

2018 

(as restated) 

 HK$’000 HK$’000 HK$’000 

Condensed consolidated statement of 

financial position (extract)    

Amounts due from customers for 

contract work 
10,979,356 (10,979,356) - 

Contract assets - 10,979,356 10,979,356 

Trade payables, other payables and 

accruals 
33,193,966 (59,980) 33,133,986 

Amounts due to customers for contract 

work 
5,438,063 (5,438,063) - 

Deposits received 1,330,600 (1,297,122) 33,478 

Deferred income 809,431 (809,431) - 

Contract liabilities - 7,604,596 7,604,596 
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(3) CHANGES IN ACCOUNTING POLICIES (continued) 

 

(b) HKFRS 15 “Revenue from Contracts with Customers” (continued) 

The following adjustments were made to the amounts recognised in the statement of financial 

position on 30 June 2018: 

 

 At 30 June 

2018 

(without the 

adoption of 

HKFRS 15) 

Effects of 

adoption of 

HKFRS 15 

At 30 June  

2018 

(as reported) 

 HK$’000 HK$’000 HK$’000 

Condensed consolidated statement 

of financial position (extract)    

Amounts due from customers for 

contract work 
11,605,967 (11,605,967) - 

Contract assets - 11,605,967 11,605,967 

Trade payables, other payables and 

accruals 
35,198,693 (59,266) 35,139,427 

Amounts due to customers for 

contract work 
5,827,580 (5,827,580) - 

Deposits received 1,433,313 (1,395,137) 38,176 

Deferred income 796,821 (796,821) - 

Contract liabilities - 8,078,804 8,078,804 

 

The adoption of HKFRS 15 has no material impact to the condensed consolidated 

income statement and has no impact to the net cash flow from operating, investing and 

financing activities on the condensed consolidated statement of cash flows. 
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(4) REVENUE 

 

Revenue represents the revenue arising from construction contracts, infrastructure investment 

projects, facade contracting business, infrastructure operation, project consultancy services, 

sales of building materials, machinery leasing, logistics services, insurance contracts and 

rental income from investment properties. 

 

An analysis of the revenue is as follows: 

  Six months ended 30 June 

  2018  2017 

  HK$'000   HK$'000 

    

Revenue from construction contracts 11,248,967  12,621,460 

Revenue from infrastructure investment projects 

(note (a)) 13,490,952  8,739,934 

Revenue from facade contracting business 1,542,361  855,453 

Revenue from infrastructure operation  (note (b)) 480,614  420,914 

Others (note(c)) 342,719  328,374 

  27,105,613  22,966,135 

 

Notes:  

(a) Revenue from infrastructure investment projects mainly comprise of revenue generated 

from the provision of construction services under Public-Private-Partnership (“PPP”) 

model, previously known as "Build-transfer" model, and the corresponding interest 

income. 

 

(b) Revenue from infrastructure operation comprise of revenue from thermoelectricity 

business and toll road operation. 

 

(c) Revenue from others mainly comprise of revenue from project consultancy services, 

sales of building materials, machinery leasing, logistics services, insurance contracts 

and rental income from investment properties. 
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(5) SEGMENTAL INFORMATION 

 

The Group’s reportable segments, based on information reported to the chief operating 

decision maker for the purposes of resources allocation and performance assessments, include 

(i) the Group’s share of revenue and results of joint ventures, and (ii) geographical locations 

where the Group’s subsidiaries operate, namely Mainland China (other than Hong Kong and 

Macau), Hong Kong, Macau and Overseas (mainly in the United Arab Emirates and India) 

for the period ended 30 June 2018 and 2017. 

 

Far East Global Group Limited, a limited liability company, incorporated in the Cayman 

Islands and listed on the Main Board of The Stock Exchange of Hong Kong Limited, and its 

subsidiaries (together, the “FEG Group”) is currently managed by a separate business team. 

The chief operating decision maker regards the FEG Group as a distinct reportable segment 

and assesses its performance based on its overall result. 

 

Segment revenue and results for the six months ended 30 June 2018 and 2017 are as 

follows: 

 

 

Segment revenue Gross profit Segment result 

2018 

HK$'000 

2017 

HK$'000 
2018 

HK$'000 

2017 

HK$'000 
2018 

HK$'000 

2017 

HK$'000 

Reportable segments        

Mainland China 14,109,112 9,455,686 2,862,097 2,136,689 2,681,648 1,902,715 

Hong Kong and Macau 11,373,132 12,654,996 1,065,410 899,035 1,119,307 871,636 

Hong Kong 7,356,967 8,433,989 475,381 443,372 520,347 402,516 

Macau  4,016,165 4,221,007 590,029 455,663 598,960 469,120 

Overseas - - - - (3,275) (1,814) 

FEG Group 1,623,369 855,453 177,292 217,680 70,015 128,215 

 27,105,613 22,966,135 4,104,799 3,253,404 3,867,695 2,900,752 

Share of revenue/results of 

joint ventures 1,236,101 2,461,251   384,923 416,360 

Total 28,341,714 25,427,386   4,252,618 3,317,112 

       

Unallocated corporate expenses    (105,735) (185,320) 

Unallocated corporate income    - 401,000 

Share of profits of associates    (11,816) 85,309 

Finance costs    (838,598) (442,166) 

Profit before tax    3,296,469 3,175,935 

 

For the six months ended 30 June 2018, the Group recognised revenue from contracts with 

customers amounted to HK$27,022,215,000 over time, and revenue from other sources, 

including rental income and revenue from interests in infrastructure project investments, 

amounted to HK$83,398,000.  
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(6) INVESTMENT INCOME, OTHER INCOME AND OTHER GAINS, NET 

  

 Six months ended 30 June 

 2018  2017 

 HK$'000   HK$'000 

    

Interest income on:    

  Bank deposits 68,056  36,816 

  Debt securities 7,108  2,768 

  Imputed interest on amounts due from investee 

     companies 3,873  3,622 

  Loans to joint ventures 13,994  9,718 

  Loan to an associate  16,326  17,348 

    

Dividend income from:    

Unlisted available-for-sale investments -  17,231 

  Financial assets at fair value through other    

     Comprehensive income 24,226  - 

    

Gain on disposal of:    

Property, plant and equipment, net 268  2,405 

    

Gain on fair value changes of investment properties -  401,000 

Service income 113,201  11,158 

Others 33,476  25,370 

 280,528  527,436 

 

(7) PROFIT BEFORE TAX 

 
 Six months ended 30 June 

 2018  2017 

 HK$'000   HK$'000 

    

Profit before tax has been arrived at after charging:      

  Depreciation of property, plant and equipment 76,414  64,163 

  Amortisation of prepaid lease payments 3,837  3,454 

  Amortisation of concession operating rights 109,863  101,124 

Amortisation of trademark, project backlogs and 

licences 9,054  8,765 
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(8) INCOME TAX EXPENSES, NET 

 

 Six months ended 30 June 

 2018  2017 

 HK$'000   HK$'000 

    

Current tax:      

Hong Kong 130,983  86,957 

Other jurisdictions 634,671  555,230 

 765,654  642,187 

(Over)/underprovision in prior years:    

Hong Kong (23,347)  3,899 

Other jurisdictions (9,495)  (966) 

 (32,842)  2,933 

    

Deferred tax, net 20,393  (3,720) 

    

Income tax expenses for the period, net 753,205  641,400 

 

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for the 

current and the last periods. Income taxes arising in other jurisdictions are calculated at 

the rates prevailing in the relevant jurisdictions. 

 

(9) DIVIDENDS 

 

 Six months ended 30 June 

 2018  2017 

 HK$'000   HK$'000 

    

Dividends recognised as distributions during the period   1,009,831  807,865 

 

 

In July 2018, the Company distributed 2017 final dividends of HK20.00 cents per share 

(2017: HK18.00 cents per share), amounting to approximately HK$1,009,831,000 (2017: 

HK$807,865,000). 

 

The Board declared the payment of an interim dividend of 2018 of HK15.00 cents per 

share (2017: interim dividend of HK15.00 cents per share).   

  



China State Construction International Holdings Limited 

 

 19 

(10) EARNINGS PER SHARE 

 

The calculation of the basic and diluted earnings per share attributable to the ordinary 

equity holders of the Company is based on the following data: 

 

 Six months ended 30 June 

 2018  2017 

 HK$'000   HK$'000 

    

Earnings       

Earnings for the purposes of basic and diluted  

earnings per share 2,522,320  2,493,401 

    

 2018  2017 

 '000  '000 

   (restated) 

Number of shares    

Weighted average number of ordinary shares for 

the purpose of basic and diluted earnings per share 5,049,157  4,498,931 

 

No diluted earnings per share are presented as the Company did not have any diluted 

potential ordinary shares during the period ended 30 June 2018 and 30 June 2017. 

 

The weighted average number of ordinary share used in the calculation of basic and 

diluted earnings per share for the period ended 30 June 2017 has accounted for the bonus 

element of the rights issue which was completed on 12 October 2017. The basic and 

diluted earnings per share for the corresponding period of 2017 have been retrospectively 

adjusted to reflect the bonus element of the rights issue. 
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(11) TRADE AND OTHER RECEIVABLES 

 

The analysis of trade and other receivables, including the aging analysis of trade receivables, 

net of allowance for doubtful debts, presented based on the invoice date or the term of the 

related contracts, is as follows: 

 

  30 June  31 December 

 2018  2017 

 HK$'000  HK$'000 

    

Trade receivables, net of allowance for doubtful 

debt, aged:     

0-30 days 5,307,234  5,989,786 

31-90 days 2,992,746  4,103,596 

Over 90 days 44,389,499  34,636,080 

 52,689,479  44,729,462 

Retention receivables 3,724,913  3,894,448 

Other receivables 2,835,473  2,607,098 

Trade and other receivables 59,249,865  51,231,008 

Current portion (26,070,110)  (22,136,148) 

Non-current portion (note (a)) 33,179,755  29,094,860 

 

Notes:  

 

(a) The balances of the non-current portion were mainly attributable to certain 

infrastructure investment projects (trading under PPP model) in Mainland China. 

Certain balances are secured by collateral from employers and interest bearing in 

accordance with the relevant contract terms. The amounts are expected to be gradually 

and fully recovered from the second half of 2019 to 2023, with approximately 

HK$8,984,306,000 in the second half of 2019, HK$16,309,484,000 in 2020, 

HK$5,638,911,000 in 2021, HK$2,247,054,000 in 2022 to 2023. As a result, they are 

classified as non-current. 

 

(b) Included in the receivables aged over 90 days were receivables attributable to the 

infrastructure investment projects amounting to HK$41,021,135,000 (31 December 

2017: HK$33,606,541,000).    

 

(c) Retention receivables are interest-free and recoverable at the end of the retention period 

of individual construction contracts ranging from 1 to 2 years. At 30 June 2018, the 

amount of retention receivables expected to be recovered after more than one year was 

approximately HK$2,414,171,000 (31 December 2017: HK$2,092,077,000). 

 

(d) Except for the receivables arising from construction contracts, including infrastructure 

investment projects trading under PPP model which are billed and payable in accordance 

with the terms of relevant agreements, the Group generally allows an average credit 

period of not exceeding 90 days (2017: 90 days) to its trade customers and the retention 

receivables are recoverable upon the expiry of defect liability periods of construction. 
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(12)  TRADE PAYABLES, OTHER PAYABLES AND ACCRUALS 

 

An analysis of trade payables, other payables and accruals, including the aging analysis of 

trade payables, presented based on the invoice date, is as follows: 

 

 30 June  31 December 

 2018  2017 

 HK$'000  HK$'000 

   (restated) 

Trade payables, aged:    

0-30 days 11,064,785  10,837,606 

31-90 days 2,202,957  2,981,808 

Over 90 days 6,736,963  4,898,971 

 20,004,705  18,718,385 

Retention payables 11,675,575  11,163,334 

Other payables and accruals  3,459,147  3,252,267 

 35,139,427  33,133,986 

 

The average credit period on trade and construction cost payables is 60 days (2017: 60 

days). The Group has financial risk management policies in place to ensure that all 

payables are paid within the credit time-frame.  
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(13) BORROWINGS 

 

  30 June  31 December 

  2018  2017 

  HK$'000  HK$'000 

     

Bank loans, secured   3,887,879  3,938,939 

Bank loans, unsecured   32,936,368  19,234,094 

  36,824,247  23,173,033 

     

Carrying amount repayable:     

Within one year  3,634,634  2,580,590 

More than one year but not exceeding 

  two years 10,769,884 

 

1,529,003 

More than two years but not more than 

  five years 14,447,588 

 

13,554,679 

More than five years  7,972,141  5,508,761 

  36,824,247  23,173,033 

Less: Amount due within one year shown 

under current liabilities       (3,634,634) 

 

(2,580,590) 

Amount due after one year  33,189,613  20,592,443 

 
The Group’s bank loans are mainly denominated in Hong Kong dollar and Renminbi, all 

of which are functional currencies of the respective Group entities.  The Group’s secured 

bank loans are secured by land and building, concession operating rights and account 

receivables of the Group. 
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(14)  USE OF PROCEEDS FROM THE RIGHTS ISSUE 

 

Up to 30 June 2018, we utilised the net proceeds raised from rights issue in accordance 

with the designated uses set out in the prospectus dated 18 September 2017 as follows: 

 

 

Amount 

designated in 

the prospectus 

dated 

18 September 

2017  

Utilised 

(up to 

30 June 2018) 

 HK$'000  HK$'000 

    

Proceeds from the rights issue    

- for the further development and 

expansion of the Group’s existing 

infrastructure investments business  

in Mainland China 5,676,600  5,304,800 

- for general working capital of the Group 630,700  630,700 

 6,307,300  5,935,500 
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INTERIM DIVIDEND 

 
The Board declared an interim dividend of HK15.00 cents per share (2017: HK15.00 cents per 

share) to shareholders whose names appear on the register of members of the Company on 

Thursday, 20 September 2018. The interim dividend will be payable on Thursday, 4 October 

2018. 

 

CLOSURE OF REGISTER OF MEMBERS 

 
The register of members of the Company will be closed and no transfer of shares will be 

registered on Thursday, 20 September 2018, for the purpose of determining shareholders’ 

entitlement to the interim dividend. 

 

In order to qualify for the interim dividend, all properly completed transfer forms accompanied 

by the relevant share certificates must be lodged for registration with the Company’s Hong 

Kong Branch Share Registrar, Tricor Standard Limited at Level 22, Hopewell Centre, 183 

Queen’s Road East, Hong Kong, not later than 4:30 p.m. on Wednesday, 19 September 2018. 

 

REVIEW OF OPERATION 

 

While the stable, full-scale recovery of the global economy continued into the first half of the 

year, potential risks were seen increasing. The increasing pace of the normalisation of the U.S. 

Federal Reserve’s monetary policy amidst strong U.S. economic growth was driving the gradual 

rise of global financing costs. In China, the quality of economic development further improved, 

as the nation embraced a new era underpinned by the intensive implementation of reform and 

opening measures as well as stable progress of “deleveraging and risk prevention” guidelines. 

 

This year, the Group has called for “progress with prudence, the precedence of efficiency, 

heritage and innovation, and the priority of quality” as its operating principles. We made 

pragmatic and prudent efforts and sought solid results in business development amidst complex 

and volatile economic and market conditions. In adherence to the development strategy of 

“project construction and infrastructure investment as dual-core business drivers” and in close 

tandem with the pace of national developments in the new era, we were constantly innovating 

our business and management models while effectively addressing risks and challenges with the 

advantage afforded by the connectivity of our internal and external resources, in a move to drive 

qualitative business development. 

 

Market Conditions 

 

In Hong Kong and Macau, the construction markets presented opportunities as well as 

challenges, as both cities continued to enjoy thriving economic development. In Mainland China, 

the economy was progressing in stability, although there was a slight slowdown in the growth of 

infrastructure investment following the government’s move to tighten regulation and control. 

The glass curtain wall market was generally stable. 
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1. Hong Kong and Macau 

 

The Hong Kong economy continued to perform strongly with a robust residential property 

market, but there were fewer large-scale government infrastructure works than before, while 

market competition was escalating. The Macau economy enjoyed growth amidst stable 

development driven by the gaming sector with an increasing number of government projects in 

the pipeline, while the number of gaming concession projects were seen decreasing. In view of 

the changes in market landscape, the Group stepped up with the consolidation of its internal 

resources to enhance business expansion and secure market shares, on the back of integrated 

strengths afforded by its end-to-end construction business chain. For the first half of the year, 

new contracts with a total amount of HK$22,620 million were signed up in Hong Kong and 

Macau. With a persistent emphasis on the synergized development of construction and 

investment, the Group secured growing market influence as it continued to drive its contracting 

business with the deployment of its investment business. 

 

2. Mainland China 

 

The infrastructure investment market in Mainland China was under pressure as the authorities 

made further inroads in regulating Project Database of the National PPP (“Public-Private-

Partnership”) Integrated Information Platform and enhanced industry regulation. Growth 

slackened amidst vigorous deleveraging efforts in a tightening financing environment. To 

address the complex market situation, the Group strengthened the rectification and 

implementation of projects on hand, while raising the standard for screening new projects. In 

addition to ongoing efforts to develop premium PPP projects, we were also actively driving 

innovation of business models like industrial new town development. New contracts with a total 

worth of HK$39,080 million were signed up during the first half of the year. 

 

3. Curtain Wall 

 

Competition was fierce in the thriving curtain wall markets of Hong Kong and Macau, while the 

North American market was steadily growing. Competing on quality with a strong awareness 

for servicing, Far East Global Group Limited (“FEG”) secured steady growth in market shares 

on the back of its sound project performance and market reputation. New contracts with a total 

worth of HK$2,790 million were signed up during the first half of the year. 

 

Corporate Governance 

 

The Group conducts itself in strict compliance with laws and regulations. Through effective 

monitoring by the Board, close liaison with investors and timely announcement of relevant 

information, we have increased the transparency of our operations and brought our corporate 

governance standards to a higher level. The Board is committed to maintaining a high standard 

of business ethics, a healthy corporate culture and sound corporate governance practices. Our 

comprehensive corporate system, rigorous corporate governance and consistent operational 

standards have enhanced our management efficiency by enabling timely adjustments to 

strategies in response to market changes, the effective functioning of our specialised decision-

making groups, and stronger regional and specialised management for all business units. 
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Risk Management 

 

The Group has established a sound risk management system based on its general operational 

objectives. Through the formulation of risk management strategies, basic risk management 

procedures are being implemented at each step of operation and management to facilitate 

coordination among the information system, organisational function system and internal control 

system, such that a positive risk management culture is fostered for the effective implementation 

of comprehensive risk management. 

 

In active response to market and policy risks, all required procedures and documents have been 

completed and implemented in strict accordance with new national policies and regulations on 

PPP to ensure legal compliance for all projects as well as reasonable and balanced fund 

allocations, in order to prevent or neutralise policy and financing risks. The Group is engaged in 

ongoing efforts to improve the natural hedging mechanism for exchange risks, while plans for 

project financing have been made ahead of time with initiatives to investigate foreign RMB loan 

arrangements and step up with overseas business development to increase the weighting and 

scale of overseas assets. In close tandem with national taxation policies, communication with 

the tax authorities has been strengthened to facilitate effective prevention of taxation risks. 

 

Financial Management 

 

In consistent adherence to the principle of prudent financial management, the Group has 

continued to enhance the allocation of financial resources, and broaden its financing channels 

and expedite the integration of industry and finance.  Moreover, the Group is making 

arrangements to coordinate the conduct of traditional versus innovative financing, on-balance 

sheet versus off-balance sheet financing and domestic versus foreign financing, with a view to 

driving healthy and rapid business development. During the first half of the year, the Group 

secured new Mainland China loans amounting to RMB5,690 million and completed drawdown 

of Mainland China loans amounting to RMB5,799 million. The proportion of Renminbi bank 

borrowings increased to 58.5%. The preparation of the Group’s “Belt and Road Investment 

Foundation” has been progressing well and supply chain financing has effectively commenced. 

As at 30 June 2018, the Group had bank deposits of HK$19,045 million and total borrowings of 

HK$43,032 million with a net gearing ratio of 60.7%. Drawdown of bank loans amounted to 

HK$14,372 million, while committed but unutilised credit facilities amounted to HK$17,942 

million.  

 

Human Resources 

 

Based on the strategy of “strengthening the enterprise through the employment of talents and 

giving priority to securing the service of talents”, the Group has consistently introduced 

innovations to its talent training regime and increased its effort to arrange job rotation across 

different regions and business lines in an active fostering of a culture for job rotation. With a 

strong emphasis on training in multiple positions and diversity in job experiences, we have 

sought to nurture accountability and commitment among talents at intermediary and senior 

levels while improving the mechanism for the appointment and promotion of young officers, in 

a bid to transform the structure and enhance the ability of the Group’s staff regime in general. 
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Technological Innovation 

 

During the first half of the year, the Group received approvals for 2 invention patents in Hong 

Kong, as well as 27 patents (including 3 invention patents) and 1 design patent from national 

authorities. The Harbour Area Treatment Scheme of Hong Kong, jointly submitted by six 

entities including the Group and the Drainage Services Department of the Hong Kong SAR 

Government, was awarded the 15th Tien-Yow Jeme Civil Engineering Prize, while the Group’s 

report on “Characteristics of Engineering Construction Technologies Applied in the 

Construction of Large Tunnels in Hong Kong with Case Study” won wide acclaim at the 20th 

Annual Meeting of the China Association for Science and Technology. 

 

To adapt to technical changes in the building industry, the Group has converted its specialised 

unit engaged in the building information model (BIM) business into a formal corporation. With 

mature BIM business management capabilities fostered through the linking of internal projects 

and efforts to develop customers in the industry, this corporation is well-positioned to provide 

more comprehensive and forward-looking BIM solutions. The BIM technology will enable us to 

lower risks and increase returns by significantly enhancing our projects in terms of quality, 

safety, environmental friendly, progress and cost control. 

 

Social Responsibility 

 

In active response to the nation’s call for “winning the critical battle in poverty aid”, we made 

diligent efforts to implement the “China State Construction Model” for defined poverty aid on 

the back of our advantages as a construction group. We joined forces with the Macau SAR 

Government to finance the building of a teaching block complex for Mei’e Hope Primary 

School in Congjiang County, Guizhou Province, as part of the effort to improve education and 

teaching facilities in Congjiang County. By encouraging students to grow in aspirations as well 

as intellect, we helped to nurture in local talents the motivation to lift themselves from poverty, 

thereby attaining the goal of steady elimination of poverty to much public acclaim. 

 

Major Awards 

 

At the “Occupational Health Award 2017-18” jointly hosted by government authorities 

including the Occupational Safety and Health Council, Labour Department and Department of 

Health in March 2018, the Group walked away with 27 awards, including the “Healthy 

Workplace Best Practices Award - Excellence Award”, “Hearing Conservation Best Practices 

Award - Excellence Award” and “Prevention of Pneumoconiosis Best Practices Award - Merit 

Award”. On the back of its ongoing sound performance in safety matters, the Group further 

garnered 12 awards, including the bronze award in the Building Sites (Private Sector) category, 

bronze award in the Civil Engineering Sites category and the “Outstanding Performance in 

Work-at-height Safety Prize” at the Construction Industry Safety Award Scheme 2017/2018” 

organised by the Labour Department and the Occupational Safety and Health Council of Hong 

Kong in the same month. 
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At the “Innovative Safety Initiative Award 2018” hosted by the Development Bureau of Hong 

Kong, the Construction Industry Council and the Hong Kong Construction Association in May 

2018, the Group received a number of awards, including the gold award for Safety Operational 

Device category, gold award under the Health And Welfare category, silver award under the 

Safety Management System, Training And Promotion category, the Most Popular Safety Video 

Award and silver and bronze awards in the Safety Video Contest. At the “24th Considerate 

Contractors Site Award Scheme Prize-awarding Ceremony” jointly hosted by the Development 

Bureau of Hong Kong and the Construction Industry Council in the same month, the Group won 

the gold award under the “Public Works - New Works” category. 

 

In June 2018, the Group was named the Safest Contractor in the “2017 Safety Contractor Award 

Scheme” organised by the property project department of MTR, while the “Fire and Ambulance 

Services Academy” and “[The Avenue]”, both constructed by the Group, were honored with the 

“Quality Building Award”, which represented the highest honor in Hong Kong’s construction 

industry. In the same month, the Group once again earned the title of “Most Honored Company” 

in the annual poll of “The Best Listed Companies in Asia” organised by “Institutional Investor”, 

reflecting continuous recognition in the international capital market for the Group’s business 

operations and efforts in investor relations. 

 

REVIEW OF FINANCIAL PERFORMANCE 
 

With the growth of operating profit of each segment, the profit from core business (excluding 

the gain on fair value changes of investment properties) attributable to owners of the company 

was HK$2,522 million, represents a year-on-year increase of 20.5%. The Group recorded 

revenue of HK$27,106 million, and profit attributable to the owners of the Company amounted 

to HK$2,522 million for the six months ended 30 June 2018, representing 18% and 1.2% 

growth respectively. Basic earnings per share was HK49.96 cents, representing a decrease of 

9.9% as compared with the same period of last year after accounted for the bonus element of the 

rights issue which was completed on 12 October 2017. However, basic earnings per share 

increases 7.41% on a year-on-year basic, excluding the non-core element of earnings. 

 

Segment Result  

 
Construction and related business — Hong Kong and Macau 

 

With a constantly changing market environment in Hong Kong and Macau, the Group has 

strengthened internal resource integration. Both segment reported comfortable results and 

continued to provide stable cash flow to the Group. Due to the decrease of launch of 

government's large-scale infrastructure projects, yet  partly compensated by the booming of 

private housing work, revenue derived from Hong Kong segment dropped 12.8% from 

HK$8,434 million to HK$7,357 million. With the better result than expected of project 

settlement, segment result amounted to HK$520 million, represents a growth of 29.3% 

compared with HK$403 million for the same period of last year. Amid a declining of gambling 

business related projects, government work has gradually been increasing in Macau. This 

segment reported stable revenue of HK$4,016 million but with better result of HK$599 million 

due to effective cost management and bonus from employer, representing a growth of 27.7% 

year-on-year. 
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Infrastructure Investment Projects and Construction Related Businesses — Mainland 

China 

 

Central government in Mainland China has tightened regulations over infrastructure investment 

market, especially in Public-Private-Partnership (“PPP”) model. Ministry of Finance has started 

a nationwide audit of PPP project database since November 2017. Meanwhile, financial 

institutions have tightened its lending policy. The lasting effect of above policies brings 

uncertainty to infrastructure market in Mainland China. 

 

The Group strengthened the rectification and implementation of on hand project, and aimed for 

the high-quality PPP projects. With the ample order book, this segment recorded notable 

increase in both of revenue and result to HK$14,109 million and HK$2,682 million, 

representing a growth of 49.2% and 40.9% year-on-year.  

 

Infrastructure Investment Projects 

 

Our investments in infrastructure projects span over different kinds of business, including 

investment and construction of toll road, toll bridge and a variety of housing project, such as 

affordable housing, hospital and school. We mainly participated in these infrastructure projects 

by way of PPP model. During the period under review, the Group received buy-back payment 

of HK$4,140 million from infrastructure investment project, including the attributable share of 

such payment received by our joint venture investments. 

 

Many large-scale infrastructure projects are in full swing, the result of Infrastructure investment 

sector have been boosted, reported total revenue and result of HK$13,491 million and 

HK$2,582 million, compared with HK$8,740 million and HK$1,776 million respectively for the 

corresponding period in 2017. 

 

Operating Infrastructure Projects 

 

The contribution from operating infrastructure projects, including thermoelectric plant and toll 

road remained relatively stable, excluding contribution from joint venture, this sector recorded 

revenue of HK$480 million, which was slightly higher than that of HK$420 million for the 

corresponding period in last year. 

 

Facade Contracting — FEG 

 

FEG focused on the facade contracting business, general contracting business and project 

operation and management service business. FEG continues to enhance its service awareness 

and insists on quality competition, steadily increase its market share and reflected in the notable 

increase of turnover during the period under review. 
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Cash Flows Analysis  

 

As more infrastructure project are operated in PPP model, the buy-back period of PPP project is 

comparatively longer than that of traditional Build-transfer model, the net cash used in operating 

activities for the period was HK$3,994 million (2017: HK$2,089 million cash inflow), included 

the net expenditure for infrastructure project amounting HK$5,194 million (2017: HK$3,200 

million). The net cash outflow in investing activities was HK$3,918 million (2017: HK$4,178 

million), and the net cash inflow from financing activities was HK$9,476 million (2017: 

HK$5,871 million). 

 

BUSINESS PROSPECTS 
 

In the second half of the year, the trend of global economic recovery will hopefully continue, 

although factors potentially contributing to instability and uncertainty are increasing, as market 

concerns will be focused on policy adjustments by major economies and their spillover effects, 

trade tensions and geopolitical risks. Based on its astute understanding of macro-economic 

movements and industry development trends, the Group will formulate forward-looking 

business strategies and enhance its ability to analyse and respond to market developments in 

proactive response to changes in external business conditions. 

 

Market Outlook 

 

Given the sustained positive trend of the Hong Kong and Macau economies and new 

opportunities presented by the development of the “Guangdong-Hong Kong-Macao Bay Area”, 

private residential property investment in Hong Kong is expected to remain stable in the short 

term, while the market for public sector construction sites will also start to improve, as volumes 

of large-scale government and quasi-government projects will be coming on stream. In Macau’s 

construction market, opportunities will persist in the both private and government works, 

despite the decreasing number of gaming concession projects. 

 

In Mainland China, economy will continue a quality growth, while infrastructure investment is 

expected to remain stable. After the regulation of national database of PPP projects is completed, 

legally compliant projects commanding better social and economic benefits will be 

implemented in a faster pace. As a key strategy in urbanisation developments, “industry-

township integration” will continue to infuse new elements and new drive force into economic 

development, holding out encouraging prospects for the business of industrial new town 

development. 

 

In connection with the curtain wall market, the North American market is expected to entail 

steady growth driven by strong economic recovery, while the Hong Kong and Macau markets 

will experience a gradual decline. Elsewhere, broad prospects are anticipated for other overseas 

markets, such as Australia and the United Kingdom. 
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Operational Strategies 

 

The Group will adopt an operational strategy of “Exercising Caution in Details and 

Implementation and Building a Strong Foundation to Seek Greater Success”. Detailed 

market researches will be conducted in a timely manner to seize with precision opportunities 

arising from structural changes in the industry and to prevent or neutralise operating risks in 

effective safeguarding of general project management standards. Efforts will be made to cement 

the dual-core business drivers of construction contracting and infrastructure investment in 

ongoing enhancement of our enterprise value and market competitiveness. 

 

Our Hong Kong and Macau operations will strengthen regional links and synergies through 

vigorous engagement in the macro-development schemes of the nation, such as Guangdong-

Hong Kong-Macao Greater Bay Area Development. In connection with our contracting business, 

we will foster a sound brand image by enhancing servicing awareness and quality management, 

as we focus on major projects and government works with sizeable scale, advanced technologies 

and considerable social influence. In connection with our investment business, we will draw 

lessons from previous positive experience in a timely fashion to enhance business model 

innovation, making diligent efforts in the investment in and operation of investment-driven 

contracting business. In the meantime, we will continue to grow our innovative business and 

strive for breakthroughs in BIM, modular integrated construction (MIC), smart work sites and e-

commerce platforms for construction materials. 

 

Our investment business in Mainland China will step up with transformation and upgrade in line 

with national policies. In our traditional PPP business, we will enhance our ability to deliver 

projects in association with the government as we seek to secure, on a highly selective basis, 

sound and legally compliant local projects which are strong in financial backing, sizeable in 

scale, brief in cooperation period and predominantly paid by project users. We will step up with 

business model innovation with a special emphasis on the business model for industrial new 

towns. Interaction within the Group will be enhanced to identify opportunities for consolidated 

application of industrial resources, while specialised teams will be built. Criteria for project 

assessment will be formulated to facilitate early implementation of exemplary projects which 

will form the basis for replication and a new niche for profit growth. 

 

Underpinned by the business strategy of “big market, big clients and big project” and the 

business philosophy of “unwavering focus on the high-end market and provision of high-quality 

services”, FEG will conduct effective brand promotion and market development, while 

enhancing its operational and management control models in light of the characteristics of 

different markets to optimise its business deployment in its three major markets, namely, Hong 

Kong and Macau, North America and Mainland China. Management and control over projects 

on hand will be strengthened, with a view to bolstering our core competitiveness in design, 

procurement, production and construction as we seek to maintain sound profitability. 

 

While further developing the existing market, the Group will explore businesses in countries 

and regions such as the United Kingdom, Australia, North America and Portugal with a steady 

and measured approach in active response to the “Belt and Road” Initiative. We will step up 

with our study of research of local policies and legal regulations, while putting a strong 

emphasis on the training of talents and localisation as we seek to develop business types 

according to a profit model characterised by “high turnover, asset-light operations, controllable 

risks and reasonable earnings” and strengthen coordination and connection with other sister 

companies in China State Construction Engineering Corporation group, in an effort to make 

early contributions to Group results on the back of patient and sustained work.  
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Management Model 

 

In accord with a management control model emphasising strategic controls, the Group will 

implement measures to optimise organisational functions, procure reasonable allocation of 

duties and rationalise business processes, such that regional operations will be primed to assume 

a more proactive role in business management and innovations will be introduced to the internal 

coordination mechanism, while the functions of the headquarters in direction, service and 

supervision are being enhanced. Such measures will increase the scale and profitability of the 

Group’s business as a whole, while fortifying its foundation in the construction contract and 

investment businesses. 

 

Company Mission 
 

In line with its longstanding business philosophy of “sustainable growth for mutual success 

with harmony”, the Group makes vigorous efforts to realise China State Construction’s core 

value of “good quality and value creation” through a prudent approach to business progress 

prominently underpinned by a drive to enhance quality and efficiency. We are also committed 

to serving as a new role model for “harmony and mutual success” with shareholders, business 

partners, employees and the society in general in the new era, as we continue to strive to achieve 

the goal of becoming an “international group specialised in the construction of integrated 

developments and infrastructure investment with a strong competitive edge”. 

 

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED 

SECURITIES 
 

During the six months ended 30 June 2018, neither the Company nor any of its subsidiaries 

purchased, sold or redeemed any of the Company’s listed securities. 

 

CORPORATE GOVERNANCE 
 

During the six months ended 30 June 2018, the Company has applied and complied with all the 

code provisions of the Corporate Governance Code as set out in Appendix 14 of the Rules 

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, except for 

certain deviations as specified and explained below with considered reasons for such deviations: 

 

• Under code provision A.2.1 (the roles of chairman and chief executive officer should be 

separate and should not be performed by the same individual). Mr. Zhou Yong has acted as 

Executive Director, Chairman and Chief Executive Officer of the Company since August 

2013. The Company considered that both positions of chairman and chief executive officer 

require persons with in-depth knowledge and experience of the Group’s business. If the 

positions occupied by unqualified persons, the Group’s performance may be affected. At 

this time, the Company believed that vesting both of the roles in the same person enable 

more effective and efficient overall strategic planning for the Group; and will not impair 

the balance of power and authority of the Board. The Company will review the structure 

from time to time and shall adjust the situation when suitable circumstance arises. 
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• Under code provision E.1.2 (chairman of the board should attend the annual general 

meeting). Mr. Zhou Yong, Executive Director, Chairman and Chief Executive Officer, due 

to other business engagement was unable to attend the annual general meeting of the 

Company which held on 1 June 2018 (“AGM”). Mr. Tian Shuchen, Executive Director, 

chaired the AGM to ensure effective communication with shareholders of the Company at 

such meeting. All the independent non-executive directors attended the AGM and were 

available to answer questions and developed a balanced understanding of the views of the 

shareholders. 

 

REVIEW OF INTERIM REPORT BY AUDIT COMMITTEE 

 

The  Group’s  unaudited  interim  results  for  the  six  months  ended  30  June  2018  have  

been reviewed by the Audit Committee which comprises four Independent Non-executive 

Directors. 
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