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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate small and mid-sized companies to
which a higher investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk
that securities traded on GEM may be more susceptible to high market volatility than securities
traded on the Main Board and no assurance is given that there will be a liquid market in the
securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this report, 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 report.

This report, for which the directors (the “Directors”) of Wing Fung Group Asia Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company and its subsidiaries (collectively, the “Group”). The Directors,
having made all reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this report is accurate and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement herein or this report misleading.
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of the
Company, it is my pleasure to present the audited financial
statements of the Group for the year ended 31 December
2018.

Review

The shares of the Company (the “Share(s)”) were successfully
listed on GEM of the Stock Exchange (the “Listing”) on
27 February 2018. It was a milestone for the Group and
boosted the confidence of our stakeholders, enhanced the
Group’s corporate profile and strengthened the Group’s
competitiveness.

Results

The total revenue of the Group increased by approximately
HK$34.5 million or 20.8% from approximately HK$166.1 million
for the vyear ended 31 December 2017 to approximately
HK$200.6 million for the year ended 31 December 2018. The
Group's profit for the year increased by approximately HK$4.9
million from approximately HK$5.2 million for the year ended
31 December 2017 to approximately HK$10.1 million for the
year ended 31 December 2018. The increase was primarily due
to less non-recurring listing expenses charged to the profit or
loss for the year ended 31 December 2018.

Forward

Looking ahead, the Group is positive about the prospects of the
construction market in Hong Kong and Macau and will continue
to focus on our core business of the provision of supply,
installation and fitting-out services of mechanical ventilation and
air-conditioning (“MVAC") system for buildings. In order to
maximise the long term returns to our shareholders (the
“Shareholders”), the Group will devote more resources towards
the development of our contracting business.
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A note of appreciation

On behalf of the Board, | wish to take this opportunity to
express my deep gratitude to our Shareholders, clients, business
partners, suppliers and subcontractors for their continuous
support. | would also like to express our sincere appreciation to
the Group’s management and staff for their commitment,
contribution and dedication throughout the years.

Wing Fung Group Asia Limited
Chung Chi Keung
Chairman and Executive Director

Hong Kong, 13 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review and Outlook

The Group is principally engaged as a subcontractor for the
provision of supply, installation and fitting-out services of MVAC
system for various types of private and public building projects
including infrastructural, commercial and residential building
projects in Hong Kong and Macau.

During the year ended 31 December 2018, the Group was
awarded its first contract with a contract sum of more than
HK$80 million in Hong Kong, the work for which had
commenced in October 2018. Our revenue generated from our
operations in Hong Kong and Macau accounted for
approximately 45.6% (2017: approximately 59.2%) and 54.4%
(2017: approximately 40.8%) of our total revenue during the
year ended 31 December 2018 respectively.

Looking forward, the Directors consider that the future
opportunities and challenges which the Group faces will be
affected by the development of the infrastructural, commercial
and residential buildings in Hong Kong and Macau as well as
factors affecting the labour costs and material costs. The Group
is of the view that the number of infrastructural, commercial
and residential buildings to be built and maintained in Hong
Kong and Macau is the key driver for the growth of the MVAC
installation industry.

With the Group's experienced management team and reputation
in the market, the Directors consider that the Group is well-
positioned to compete against its competitors under such future
challenges that are commonly faced by all competitors, and the
Group will continue to pursue the business strategies as set out
in the prospectus of the Company dated 12 February 2018 (the
“Prospectus”).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Financial Review
Revenue

Our revenue increased from approximately HK$166.1 million for
the year ended 31 December 2017 to approximately HK$200.6
million for the year ended 31 December 2018, representing an
increase of approximately 20.8%. The increase was principally
due to (i) revenue of approximately HK$69.6 million from new
projects, in particular, two new projects located at Tseung Kwan
O and Cotai in Macau, respectively, and (ii) the increase in the
revenue of approximately HK$52.2 million due to the increase in
the amount of our works under existing projects awarded to us
as compared with the year ended 31 December 2017, in
particular, the project located at Kowloon Bay which contributed
approximately HK$47.4 million of the increase. The above
increase was partially offset by (i) the decrease in the revenue of
approximately HK$2.7 million as a result of the completion of
our projects in the prior period and therefore would generate no
further revenue for the year ended 31 December 2018, in
particular, for the completion of the two projects located at
Taipa, llhas in Macau which, in aggregate, accounted for
approximately HK$2.0 million of the decrease and (i) the
decrease in the revenue of approximately HK$84.6 million due to
the decrease in the amount of our works for existing projects
recognised during the year, in particular, for the two projects
located at Kai Tak and Pokfulam as compared with the year
ended 31 December 2017.

Cost of Services

Our cost of services increased from approximately HK$133.5
million for the year ended 31 December 2017 to approximately
HK$162.3 million for the year ended 31 December 2018,
representing an increase of approximately 21.6% which was
similar to the extent of increase in our revenue for the year
ended 31 December 2018.

Gross Profit and Gross Profit Margin

Our gross profit increased by approximately 17.5% from
approximately HK$32.6 million for the year ended 31 December
2017 to approximately HK$38.3 million for the year ended
31 December 2018. The increase was mainly driven by the result
of increase in revenue for the year ended 31 December 2018 as
discussed above.
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The overall gross profit margin remained relatively stable at
approximately 19.1% (2017: approximately 19.6%) for the year
ended 31 December 2018.

Listing Expenses

During the year ended 31 December 2018, our Group
recognised non-recurring listing expenses of approximately
HK$7.1 million (2017: approximately HK$11.3 million) as

expenses in connection with the listing of the Shares on GEM of
the Stock Exchange in February 2018.

Administrative Expenses

Our administrative expenses increased by approximately HK$3.7
million, or approximately 27.2%, from approximately HK$13.6
million for the year ended 31 December 2017 to approximately
HK$17.3 million for the year ended 31 December 2018, mainly
attributable to the increase in the staff costs such as the
Directors’ fees and the professional fees for compliance
purposes following the Listing.

Income Tax Expense

Income tax expense for the Group increased by approximately
3.6% from approximately HK$2.8 million for the year ended
31 December 2017 to approximately HK$2.9 million for the year
ended 31 December 2018. The increase was mainly due to the
increase in profit before tax, excluding the effect of non-
deductible expenses, e.g. the listing expenses and non-
chargeable other income items.

Profit for the Year

As a result of the foregoing, our profit for the year increased by
approximately HK$4.9 million from approximately HK$5.2 million
for the year ended 31 December 2017 to approximately
HK$10.1 million for the year ended 31 December 2018.
Excluding the one-off exceptional expenses for the Listing of the
Company, our adjusted profit increased by approximately
HK$0.8 million or 4.8% from approximately HK$16.5 million for
the year ended 31 December 2017 to approximately HK$17.3
million for the year ended 31 December 2018.

Wing Fung Group Asia Limited
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Liquidity and Financial Resources

As at 31 December 2018, the Group had total assets of
approximately HK$130.6 million (2017: approximately HK$74.0
million), which is financed by total liabilities and shareholders’
equity (comprising share capital and reserves) of approximately
HK$49.9 million (2017: approximately HK$52.3 million) and
approximately HK$80.7 million (2017: approximately HK$21.7
million), respectively.

The total interest-bearing borrowing (31 December 2017:
interest-bearing borrowing and bank overdraft) of the Group as
at 31 December 2018 were approximately HK$13.1 million
(31 December 2017: approximately 19.6 million), and current
ratio as at 31 December 2018 was approximately 2.6 times
(31 December 2017: approximately 1.4 times).

The Group’s borrowing and bank balances are mainly
denominated in Hong Kong dollars and there was no significant
exposure to foreign exchange rate fluctuations during the year.

The Group's gearing ratio, which is calculated by dividing a bank
borrowing and the bank overdraft by total equity at the year-
end date, decreased from approximately 90.1% as at
31 December 2017 to approximately 16.3% as at 31 December
2018, primarily due to the decrease in the level of bank
borrowing and an increase in total equity. The decrease in the
level of bank borrowing was primarily due to the partial
repayment of the bank borrowing during the year, whereas the
increase in total equity was primarily the result of the Listing in
February 2018.

Principal Risks and Uncertainties

The management considers that the followings are the principal
risks and uncertainties faced by the Group:

(i) the business of the Group relies on successful tenders and
any failure of the Group to secure tender contracts would
affect the operations and financial results of the Group;

(i) erroneous or inaccurate estimation of project duration and
the costs involved when determining the tender price may
adversely affect the profitability and financial performance
of the Group;
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(iii) the historical revenue and profit margin may not be
indicative of the future revenue and profit margin of the
Group; and

(iv) any delay or defects of the works of the supplies and
subcontractors’ of the Group would adversely affect its
operations and financial results.

For other risks and uncertainties facing the Group, please refer
to the section headed “Risks Factors” in the prospectus issued
by the Company on 12 February 2018 (the “Prospectus”).

Relationship with customers, suppliers and subcontractors

Customers

The Group's customers mainly include main contractors and
subcontractors of various types of building projects including
infrastructural, commercial and residential building projects in
Hong Kong and Macau. The Group has had business
relationship with the top customers for a period ranging from
approximately 1 year to over 10 years which the Directors
believe implying that the Group has established good
relationship with its customers and is therefore invited by the
customers to submit tenders from time to time.

Suppliers and Subcontractors

During the year ended 31 December 2018, the suppliers and
subcontractors of the Group included (i) suppliers of air-
conditioning equipment and materials; (i) suppliers of processing
services on the Group’s equipment and materials; (iii) machinery
rental service providers; and (iv) subcontractors engaged by the
Group to perform the site works. The Group engaged the
suppliers and subcontractors on a regular basis.

The Group maintains an internal list of approved suppliers and
subcontractors. The Group selects suppliers based on a number
of factors such as their prices, quality of the goods and services
supplied, past performances and timeliness of delivery. While
engaging subcontractors, the Group selects the subcontractors
for a project by taking into account their availability of
resources and manpower, experience, track record, service
quality, safety performance, timeliness of delivery, reputation
and fee quotations.

Wing Fung Group Asia Limited
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group did not encounter any material difficulty in sourcing
equipment and materials and services from our suppliers or
assigning subcontractors during the year ended 31 December
2018.

Capital Structure

The Shares were successfully listed on GEM of the Stock
Exchange on 27 February 2018. Immediately upon Listing, the
total issued share capital of the Company was HK$5,740,000
divided into 574,000,000 Shares of par value of HK$0.01 each.
There has been no change in the capital structure of the Group
since then. The share capital of the Group comprises only
ordinary shares.

As at 31 December 2018, the Company’s issued share capital
was HK$5,740,000 (2017: HK$7,800) divided into 574,000,000
ordinary Shares of par value of HK$0.01 each (2017: 780,000 of
HK$0.01 each).

Commitments

The contractual commitments of the Group were primarily
related to the leases of its office premises. The Group's
operating lease commitments amounted to approximately
HK$0.7 million as at 31 December 2018 (31 December 2017:
approximately HK$0.3 million).

Future Plans for Material Investments and Capital Assets

Save as disclosed in the Prospectus and this annual report, the
Group did not have any plans for material investments or capital
assets as of 31 December 2018.

Material Acquisitions and Disposals of Subsidiaries,
Associates and Joint Ventures

During the year ended 31 December 2018, the Group did not
make any material acquisitions or disposals of subsidiaries and
affiliated companies.
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Contingent Liabilities

Save as disclosed in note 30(b) to the consolidated financial
statements, as at 31 December 2017 and 2018, the Group did
not have other material contingent liabilities.

Foreign Exchange Exposure

The Group’s revenue generating operations are mainly
transacted in Hong Kong dollars and MOP. The Directors
consider the impact of foreign exchange exposure to the Group
is minimal and the Group did not engage in any derivatives
agreements nor commit to any financial instrument to hedge its
foreign exchange exposure during the year ended 31 December
2018.

Pledge of Assets

Save as disclosed in note 32 to the consolidated financial
statements, as at 31 December 2017 and 2018, the Group did
not have other pledge of assets.

Employees and Remuneration Policies

As at 31 December 2018, the Group employed a total of 164
(31 December 2017: 79) employees, 110 (31 December 2017:
51) of them were the labour workers nominated by
subcontractors. The relevant cost of employing the labour
workers nominated by subcontractors was classified as
subcontracting charges and the staff costs, including Directors’
emoluments, of the Group were approximately HK$23.3 million
for the year ended 31 December 2018 (2017: approximately
HK$18.2 million).

The Group promotes individuals based on their performance and
development potential in the positions held. In order to attract
and retain high quality staff, competitive remuneration packages
are offered to employees (with reference to market norms and
individual employees’ performance, qualification and experience).
On top of basic salaries, bonuses may be paid with reference to
the Group’s performance as well as individual's performance.
Other staff benefits include provision of retirement benefits,
medical benefits and sponsorship of training courses.

Events after the Reporting Period

The Board is not aware of any important events after the
reporting period that requires disclosure.
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CORPORATE GOVERNANCE REPORT
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CORPORATE GOVERNANCE PRACTICE

The Directors and the management of the Group recognise the
importance of sound corporate governance to the long-term
success and continuing development of the Group. Therefore,
the Board is committed to upholding good corporate standards
and procedures, so as to enhance the accountability system and
transparency of the Group, protect the interests of the
Company'’s stakeholders and create value for shareholders of the
Company.

The Company’s corporate governance practices are based on the
principles and code provisions as set out in the Corporate
Governance Code and Corporate Governance Report (the “CG
Code"”) as set out in Appendix 15 of the GEM Listing Rules. The
Company has adopted and complied with, where applicable, the
CG Code from 27 February 2018, being the date the Shares
were listed on GEM of the Stock Exchange (the “Listing Date")
and up to 31 December 2018 (the “Relevant Period”) to ensure
that the Group’s business activities and decision making
processes are regulated in a proper and prudent manner, except
for Code Provision A.2.1 of the CG Code.

Pursuant 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. Mr. Chung Chi
Keung (“Mr. Chung”) is currently the chairman of the Board
and the chief executive officer of the Company, responsible for
formulating the overall business strategies and overseeing the
business and operation of the Group. Considering that
Mr. Chung has been responsible for the overall management
and operation of the Group since its inception, the Board
believes that it is in the best interest of the Group to have
Mr. Chung taking up both roles for effective management and
business development.
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BOARD OF DIRECTORS
Overall Management

The Board is responsible for the overall management of the
business of the Group, formulating the Group’s overall strategic
direction and corporate governance and maintaining appropriate
levels of review, challenge and guidance in its relationship with
the management. The management is delegated with the
authority and responsibility by the Board for the day-to-day
management and administration of the Group.

The Board is provided with the updates from management to
give a balanced and understandable assessment of the
performance, recent development and prospects of the Group
on a regular basis. The Board is the ultimate decision-making
body for all matters material to the Group and discharges its
responsibilities on corporate governance either by itself or the
Board Committees set out in Code Provision D.3.1 of the CG
Code which include the following:

1. to develop and review the policies and practice on corporate
governance of the Group and make recommendations;

2. to review and monitor the training and continuous
professional development of the Directors and senior
management;

3. to review and monitor the Group’s policies and practices
on compliance with legal and regulatory requirements;

4. to develop, review and monitor the code of conduct and
compliance manual applicable to the Directors and
employees; and

5. to review the Company’s compliance with the CG Code
and disclosure in the corporate governance report of the
Company.
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Composition of the Board

As at 31 December 2018, the Board comprises five Directors,
including two executive Directors and three independent
nonexecutive Directors (the “INED"”) as set out below:

Executive Directors
Mr. Chung Chi Keung (Chairman and Chief Executive Officer)
Ms. Lai Suk Fan

Independent Non-executive Directors
Mr. Choy Hiu Fai Eric

Mr. Lei For

Mr. Lai Wai Ming

Biographical details of the Directors are set out in “Biographical
Details of Directors and Senior Management” on pages 43 to 47
of this annual report.

In compliance with Rules 5.05A, 5.05(1) and (2) of the GEM
Listing Rules, the Company has appointed three INEDs
representing not less than one-third of the Board and at least
one of whom has appropriate professional qualifications, or
accounting or related financial management expertise. The
Company has received from each INED an annual confirmation
of his independence, and the Board, through the Nomination
Committee of the Company (the “Nomination Committee”), has
assessed and considered such the INEDs to be independent
during the Relevant Period in accordance with Rule 5.09 of the
GEM Listing Rules.

The Board considers that the balance of power and authority,
accountability and independent decision-making under our
present arrangement will not be impaired because of the diverse
background and experience of our INEDs. Furthermore, all Board
Committees including the Audit Committee of the Company
(the “Audit Committee”) has free and direct access to the
Company’s external auditor or independent professional
adviser(s) when they consider necessary.

To the best knowledge of the Board and save as disclosed in
this annual report, there are no other relationship (including
financial business, family, and other material/relevant
relationships) among the members of the Board as of the date
of this report.
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Diversity

The composition of the Board is well balanced with each
Director having skills, experience and expertise complementing
the business operations and development of the Group and from
a variety of backgrounds. There is diversity of education,
professional background, functional expertise, gender, age,
culture and industrial experience.

Designation Age
£ Fi

m Executive
Director

WITES

® Independent
Non-executive
Director

BIUFNTESR

A Board Diversity Policy of the Company was adopted before
the Listing Date and amended in December 2018 by the Board
and sets out the approach to achieve diversity on the Board and
the factors (including but not limited to skills, regional and
industry experience, professional experience, background,
education, race, gender, age, culture and other qualities, etc.) to
be considered in determining the composition of the Board so as
to ensure that the Board has the appropriate balance of skills,
experience and diversity of perspectives that are required to
support the execution of its business strategy and to maximize
the Board’s effectiveness.

Board Process and Meetings

The Board meets regularly to determine overall strategies,
receive management updates, approve business plans as well as
financial results and to consider other significant matters.
Management also provides updates to the Board with respect to
the business activities and development of the Group on a
regular basis.

Each Director ensures that he/she can give sufficient time and
attention to the affairs of the Company and contribute to the
Group’s development through their constructive and informed
comments. All of the members of the Board have also disclosed
and updated their number and nature of offices held and time
involved in handling the matters of the Company on a regular
basis.

m 40-49 40%495%
m 50-59 50E595%

® 60 or above 60#EELA E
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During the Relevant Period, the Board had held four meetings to
approve, among other things, matters relating to the quarterly,
financial results, the adoption of and
amendments to the Diversity, Nomination and Dividend policies
and terms of reference of the Audit Committee (the “TOR") for
compliance with recent amendments to the GEM Listing Rules,
the engagement of consultant to internal control function and
to review the business strategies and consider the reports from
each Board Committee. The Directors’ attendance records of the
Board meetings held during the Relevant Period are set out on
page 18 of this annual report. An annual general meeting and a
private meeting between the Chairman and the INEDs as
required by Code A.2.7 of the CG Code had been held during
the Relevant Period.

interim and annual

Members of Director

Attendance of Board and Committee Meetings, Annual
General Meeting and Training during the Relevant Period
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No. of No. of
No. of Audit Remuneration Nomination
No. of Board Committee Committee Committee
meetings meetings meetings meetings  Annual General
attended/eligible attended/eligible attended/eligible attended/eligible Meeting
Name of Directors to attend to attend to attend to attend (30 May 2018) Training"®
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Executive Directors HEs
Mr. Chung Chi Keung EFREHE 4/4 — 1 10 10
Ms. Lai Suk Fan BRERL 414 — — — 1/1
Independent Non- BUFHTES
executive Directors
Mr. Choy Hiu Fai Eric BRELE 4/4 44 n - 1
Mr. Lei For MB £ 44 44 - n n
Mr. Lai Wai Ming PEHEE 4/4 4/4 17 17 17
Note: This includes attending briefings, seminars, conferences, forum relevant A7 : BIEZ2ME AR KN FEBLHNEE S

to the directors’ duties and responsibilities, the Group’s business,
development, strategies, etc. arranged by the Company or external
organisations or reading regulatory/corporate governance updates.
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Terms of Appointment and Re-election of Directors

Each of the executive Directors have entered into a service
agreement, and each of the INEDs signed a letter of
appointment with, the Company. Both of the said service
agreements and letters of appointment are for an initial term of
three years commencing from the Listing Date, subject to re-
election in accordance with amended and restated Articles of
Association of the Company, as amended from time to time,
(the "Articles”) and termination in accordance with their
respective terms.

Pursuant to Article 16.18 of the Articles, one-third of the
Directors shall retire from office by rotation at each annual
general meeting of the Company and every Director shall be
subject to retirement by rotation at least every three years.
However, a retiring Director shall be eligible for re-election. Any
Director who is appointed by the Board to fill a casual vacancy
and any Director appointed by the Board as an addition to the
existing Board shall hold office only until the next general
meeting of the Company and shall be eligible for re-election at
that meeting pursuant to Article 16.2.

As such, Mr. Choy Hui Fai Eric and Mr. Le For will retire from
office as Directors and, being eligible, will offer themselves for
re-election at the forthcoming annual general meeting of the
Company to be held on 12 June 2019 in accordance with the
Articles and relevant code provision under the CG Code.

Code of Conduct for Securities Transactions by Directors

The Group has adopted a code of conduct regarding securities
transactions by the Directors on the terms no less exacting than
the required standard of dealing set out in Rules 5.48 to 5.67
of the GEM Listing Rules. The Company has also made specific
enquiry of all the Directors and all Directors confirmed that they
had complied with the required standard of dealings regarding
transactions during the Relevant Period. The Company was not
aware of any non-compliance with the required standard of
dealings regarding securities transactions by the Directors during
the Relevant Period.
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Directors’ Training and Professional Development

The Group acknowledges the importance of continuing
professional development for the Directors to extend and refresh
their knowledge and skills. Every Director keeps abreast of
responsibilities as a director of the Company and of the
conduct, business activities and developments of the Company.

The Directors are fully aware of the requirement under the Code
Provision A.6.5 of the CG Code regarding professional
development. During the Relevant Period, the Company had
organised a training session regarding the latest amendments to
the CG Code and the related GEM Listing Rules as well as the
introduction of the significant controllers register under the
Companies (Amendment) Ordinance 2018. The Company also
circulated regulatory updates to the Directors from time to time
to ensure that all Directors keep abreast of the latest
development in the regulatory areas relating to the Group. All
Directors had attended the said training and provided their
training records during the Relevant Period to the Company.
Details of the training records are set out on page 18 of this
annual report.

Board Committees

The Board established three Board committees, namely the Audit
Committee, Remuneration Committee and Nomination
Committee by resolutions of Directors passed on 31 January
2018, for overseeing particular aspects of the Group's affairs. All
Board committees were established with written terms of
reference in compliance with the relevant code provisions of the
CG Code, which are available at the GEM’s website
(www.hkgem.com) and the Company’'s website
(www.wingfunggroup.com).

Audit Committee

The Audit Committee was established on 31 January 2018. The
Audit Committee currently consists of three members, which
includes Mr. Choy Hiu Fai Eric, Mr. Lei For and Mr. Lai Wai
Ming, all of which are our INEDs. Mr. Choy Hiu Fai Eric is the
chairman of the Audit Committee, who holds the appropriate
professional qualifications as required under Rules 5.05(2) and
5.28 of the GEM Listing Rules.

EESRIIREXRE

AEBRBEHESXERYVETNREAER
MBLRENBEENE - BEFHRTIEAN
NAIEEMEE LHARARQF DIE
SoEBERHRERE-

EE2EMTEEERTRNTRMRE
AGSIRBRBEXRERMNMAT NEBRH -
AABEAEBE KRB AREEEXER
ST R K HEBAGEM E ™ R R & #7187 A K
(2018F A (BR]) 1RH) TEZEZEF A BT
MNAE - RRAB RN ESEHEE &K
BEHUBREBESFIR TRERNEEEHN
VEEHENRNER =REFCSHF L
AIE - W B RARAREERN A B RS
AL ek o WAl B F BN ANF RE18
" o

ExZzEg

EEgARRN_E-N\F-—HA=1T—HAA
MEFABZRERRXU=-EEFEZES  HEZ
ZEg FTHWEESRIEREZE S UEE
AEEREEE FBEEEZESHARED
XERTAICEBTRGXEY  THEEE
55 4 &0 & (7] %A GEM A uh (www.hkgem.com)
K 7K A &) #8 ik (www.wingfunggroup.com) &
B3) -

ENEES

BZZEBEER-_ZE—N\F—A=+—8%
Vo BREESBEA-RKEEK BB
FENITEBEBEB O AE - AR EERER
E - BEBLIERERZESERE BE
GEM_E 1 #R BIJ 555.05(2) 16 & 5552815 1R T &9
HEBEEWK-



The primary duties of the Audit Committee are to make
recommendations to the Board on the appointment or re-
appointment and removal of external auditor; review financial
statements/information of the Company and judgments in
respect of financial reporting; oversee the effectiveness of the
procedures of the internal control procedures and risk
management of the Group; and review the Company’'s
compliance with the CG Code and disclosure in the Corporate
Governance Report.

Four Audit Committee meetings were held during the Relevant
Period. Details of the attendance records of each Audit
Committee’s member are set out on page 18 of this annual
report. During the said meetings, the Audit Committee had
reviewed and made recommendations on various matters
including the annual, interim and quarterly financial results and
the respective financial reporting of the Group, status on the
internal control, financial control and risk management, the
adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting, internal
audit and financial reporting functions, the engagement of
consultant to the internal control function, the auditor’s
independence status of, audit and non-audit services provided
by the auditor and re-appointment of the external auditor and
discussed with the management and the external auditor on the
accounting principles and practices adopted by the Group. More
information about the internal control and risk management can
be found on pages 25 to 26 of this annual report.

The Audit Committee also reviewed the amendments to the TOR
for the Board approval during the Relevant Period and the
audited consolidated financial statements of the Group for the
year ended 31 December 2018. The Audit Committee was of
the opinion that the said audited consolidated financial
statements have been prepared in compliance with the
applicable accounting standards and the GEM Listing Rules.

During the Relevant Period, the Audit Committee members also
met the external auditor in the absence of the executive
Directors and management to discuss the audit related matters.
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Remuneration Committee

The remuneration committee of the Company (the
“Remuneration Committee”) was established on 31 January
2018. The Remuneration Committee consists of three members
and is chaired by an INED and comprises a majority of INEDs in
accordance with the requirements under Rule 5.34 of the GEM
Listing Rules. This includes Mr. Lai Wai Ming who is the
chairman of the Remuneration Committee and Mr. Choy Hiu Fai
Eric, both of whom are our INEDs, and our executive Director,
Mr. Chung.

The primary duties of the Remuneration Committee are to make
recommendations to the Board on the overall remuneration
policy and structure relating to all Directors, senior management
and general staff of the Group assessing the performance of
executive Directors, approving the terms of executive Directors’
service contracts and to ensure that none of the Directors or any
their associates determine their own remuneration.

One Remuneration Committee meeting was held during the
Relevant Period to review the remuneration structure of the
Directors. Details of the attendance records of each
Remuneration Committee members are set out on page 18 of
this annual report.
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Directors and Senior Management’s Remuneration

Particulars of the Directors’ remuneration for the year ended
31 December 2018 are set out in note 11 to the consolidated
financial statements.

Pursuant to code provision B.1.5. of the CG Code, the
remuneration of the members of the senior management (other
than the Directors) whose particulars are contained in the
section headed “Biographical Details of Directors and Senior
Management” of this annual report for the year ended
31 December 2018 by band is set out below.

Remuneration Band (in HKS$)
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Number of Individual

AE
For the year ended
31 December 2018

For the year ended
31 December 2017

BE-Z-N\&§ HEz-_Z—+#F
+=-BA=+-A8 +=-—A=+—H
e ECE T LEE LEE
Nil to 1,000,000 £ £1,000,000 1 2
1,000,001 to 1,500,000 1,000,001%1,500,000 1 —
Nomination Committee REZEBR
The Nomination Committee was established on 31 January ZAARR-ZE—N\F—A=+—HRILIEH

2018. The Nomination Committee consists of three members
and is chaired by an INED and comprises a majority of INEDs in
accordance with the requirements under Code Provision A.5.1 of
the CG Code. This includes Mr. Lei For who is the chairman of
the Nomination Committee and Mr. Lai Wai Ming, both of
whom are our INEDs, and our executive Director, Mr. Chung.

The primary duties of the Nomination Committee are to review
the structure, size and composition of the Board by reference to
the factors as set out in the Diversity Policy annually, identify
individuals suitably qualified to become Board members; assess
independence of independent non-executive Directors and make
recommendations to the Board on matters relating to the
appointment and re-appointment of Directors with reference to
the Nomination Policy.

ZEC -RH/LECTH=-ZKEAK  BE
TEERTAUMTFABKXEAS MG B—F
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To enhance the nomination process for a director candidate, a
Nomination Policy was adopted during the Relevant Period as a
guidance on the selection process and board succession
planning. The Nomination Committee utilises various methods
for identifying director candidates, including recommendations
from the Board members, management, and professional search
firms and may review of resume and job history, conduct
personal interviews and verification of professional and personal
references or perform the background checks, etc. On
evaluation of the director candidates including incumbents and
candidates nominated by the Shareholders, the Board and the
Nomination Committee will take into account whether a
candidate has the qualifications, skills and experience, gender
diversity, etc. that can add to and complement the range of
skills, experience and background of the existing Directors and
may consider the following qualifications are at a minimum to
be required of a director candidate in recommending to the
Board potential new Director, or the continued service of
existing Director:

o the highest personal and professional ethics and integrity;
o proven achievement and competence in the nominee’s field

and the ability to exercise sound business judgment;
o skills that are complementary to those of the existing Board;

o the ability to assist and support management and make
significant contributions to the Company’s success;
o an understanding of the fiduciary responsibilities that is

required of a member of the Board and the commitment
of time and energy necessary to diligently carry out those
responsibilities; and

o Independence as required by the GEM Listing Rules.

During the Relevant Period, one Nomination Committee meeting
was held to review the structure, size and composition of the
Board by reference to the criteria as mentioned above, assess
the independence of the INEDs and make recommendation on
the re-election of the Directors at the annual general meeting of
the Company held on 30 May 2018. The Nomination Committee
also reviewed and made recommendations on the Nomination
Policy and amendments to the Diversity Policy for the Board
approval. Summary of the Diversity Policy and its
implementation can be found on page 17 of this annual report.
Details of the attendance records of each Nomination
Committee member are set out on page 18 of this annual
report.
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COMPANY SECRETARY

Mr. Law Pak Hin Edward was appointed as Company Secretary
of the Company on 14 February 2017. Please refer to the
section “Biographical details of Directors and Senior
Management” for his biographical information.

During the Relevant Period, Mr. Law undertook more than 15
hours of professional training as required by the Rule 5.15 of
the GEM Listing Rules to update his skills and knowledge.

DIRECTORS’ AND EXTERNAL AUDITOR’S
RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparation of
the financial statements which give a true and fair of the state
of affairs of the Group. In preparing the financial statements
which give a true and fair view, it is fundamental that
appropriate accounting policies should be selected and applied
consistently.

The statement of external auditor about its reporting
responsibilities on the consolidated financial statements is set
out in the independent auditor’s report on pages 67 to 74 of
this annual report.

INTERNAL CONTROL AND RISK
MANAGEMENT

The Group and the Board recognises the importance of good
internal control procedures including the procedures for
handling and dissemination of inside information and its
effectiveness in safeguarding the Shareholders’ interests. The
Group has strictly prohibited unauthorised use of confidential or
inside information or any use of such information for the
advantage of any individual. In addition to the Company’s
financial reporting system, the Audit Committee is accountable
for the oversight of the Company’s risk management and
internal control systems. The Audit Committee will review of the
Company’s financial controls, risk management and internal
control system on a regular basis and at least annually.

Wing Fung Group Asia Limited
Annual Report 2018

CORPORATE GOVERNANCE REPORT
EEERRE

RNEAME

BRALEER_ZT-—LF_ATHNRAEZE
REARRAZRAAME - FHELRECEREA
¥ #2HEE5haRERBE RBREFS]
— o

RAEBHME BELECBIBEGEMEMRANSE
SASIEMRIE BX T HBISE/NEHNERE
Bl AEFHERE NG -

EERNABLRBAR T BRRE
RECZEE

EEHAHEARBRUEATFREERRAEE
RRZABHRERARET - RRBEEERF
ZHMBEME  EBERER - BZEFHER

BRI ZBE L EHREM B RERAEZ
HHRET BRI NAFRFCTETAA ZE
VIZHBERE -

NEEEER Ak EE

AEBLREFEHARKFAREZEF (B
EREBEREMRABESNESF) REHRE
BREGHNMANEE - AEBBRERER
BERRTRABERIMNBZEEERE
] N £ RRERF &R o BR AN X B BF 7% B R R A
S BREZBEMAREERAREE AR
EREg -BERZEeREMARERIEF -
REFRARRMBEEERE BRREENRA

BELIERA -

25



26 HREKEH
—2-

TEMHERLDT
ﬁg#ﬁ

CORPORATE GOVERNANCE REPORT
TEERRS

The Group also established a set of risk management policies
and measures. The Group's risk management process starts with
identifying the major risks associated with its business, industry
and market in the ordinary course of business. The Board and
senior management are responsible for identifying the analysing
the risk associated with their respective function, preparing and
measuring risk mitigation plans and reporting the status of risk
management. More information about the principal risks and
uncertainties faced by the Group can be found on pages 10 to
11 of this annual report.

The Board, as delegated to the Audit Committee, has conducted
a review of the effectiveness of the risk management and
internal control system of the Group. We engaged an external
independent internal control consultant to review and assess our
internal control systems (including financial, operational and
management systems, compliance and governance matters).
During the Relevant Period, the external internal control
consultant reported to the Audit Committee on their factual
findings and recommendation for improvements on our internal
control systems over the abovementioned processes and
procedures.

During the Relevant Period, the Group has implemented the
relevant internal control measures based on the
recommendation of the external internal control consultant. The
external internal control consultant confirmed such modified and
new internal control procedures are satisfactorily implemented
upon the conduct of follow-up review. The Audit Committee
was satisfied and considers that the Group's risk management
and internal control procedures are sufficient to meet the
Company’s needs in its current business environment and in
terms of practicability.
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DIVIDEND POLICY

The Company considers stable and sustainable returns to the
Shareholders to be its goal and endeavours to maintain a
dividend policy to achieve such goal.

During the Relevant Period, the Company has adopted a
Dividend Policy. In deciding whether to propose a dividend and
in determining the dividend amount, the Board would take into
account the Group’s results of operations, earnings
performance, cashflows, financial condition, future prospects, as
well as statutory and regulatory restrictions on the payment of
dividends, and other factors that the Board may consider
relevant. And the Board will review from time to time for
determination on proposed dividend with the above factors
taken into account, there can be no assurance that dividends
will be declared or paid in any particular amount for any given
period.

EXTERNAL AUDITOR

Deloitte Touche Tohmatsu (“Deloitte”) is the external auditor of
the Company. The Audit Committee is responsible for making
recommendation to the Board on the appointment, re-
appointment and removal of the external auditor, which is
subject to the approval by the Board and at the general
meetings of the Company by its shareholders.

For the year ended 31 December 2018, the fee paid or payable
in respect of the statutory audit services and non-audit services
of the Group are as follows:
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Fee paid or payable for the
services rendered
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FY2018 FY2017
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HK$'000 HK$'000

FER FAET

Statutory audit services EEERRE 950 700
Non-audit services for acting as BEMETRBSAMA

reporting accountants for the Listing ~ JEZF#Z R — 2,843

Non-audit services for tax advisory MG HEANIEE LR 60 50

27



EBMTNERA
2 — U

CORPORATE GOVERNANCE REPORT
TEERRS

SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS

General Meeting

As one of the measures to safeguard the Shareholders’ interests
and rights, separate resolutions will be proposed at
Shareholders’ meeting on each substantial issue including the re-
election of individual directors. All resolutions put forward at the
Shareholders’ meeting will be conducted by poll pursuant to the
GEM Listing Rules and the poll voting results will be published
on the GEM website (www.hkgem.com) and the Company’s
website (www.wingfunggroup.com). During the Relevant Period,
an annual general meeting of the Company was held on
30 May 2018 to seek the Shareholders’ approval on, among
other things, the granting the general mandates to issue and
repurchase the Company’'s shares and re-election of the
Directors. The Board member’s attendance record is set out in
page 18 to this annual report. The forthcoming annual general
meeting will be held on Wednesday, 12 June 2019 and notice
of the meeting will be sent to the Shareholders at least 20 clear
business days before the said meeting.

Procedures and Right for Shareholders to Convene
Extraordinary General Meeting

The following procedures for shareholders to convene an
extraordinary general meeting (the “"EGM") are subject to the
Articles, and the applicable legislation and regulation, in
particular the GEM Listing Rules:

1. If any one or more Shareholder(s) holding at the date of
deposit of the requisition not less than one-tenth of the
paid-up capital of the Company carrying the right of
voting at the general meetings of the Company, such
Shareholder(s) may submit a written requisition to the
Board or the secretary of the Company to require an
extraordinary general meeting to be called by the Board
for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2)
months after the deposit of such requisition.
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2. The Board should within 21 days from the date of the
deposit for the requisition proceed duly to convene the
EGM to the held within a further 21 days. If the Board
fails to do so, the requisition(s) himself (themselves) may
do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may also make reference to Article 12 of the
Articles for further details.

Shareholders who have enquiries regarding the above
procedures may write to the company secretary of the Company
at Units 13 & 14, 9th Floor, Worldwide Industrial Centre, 43-47
Shan Mei Street, Fotan, the New Territories, Hong Kong.

Procedures for Shareholders to Propose a Person for
Election as a Director of the Company

If a Shareholder, who is duly qualified to attend and vote at the
general meeting convened to deal with the appointment or
election of Director(s), wishes to propose a person for election
as a Director at that meeting, he/she may lodge a written notice
at the Company’s principal place of business in Hong Kong at
Units 13 & 14, 9th Floor, Worldwide Industrial Centre, 43-47
Shan Mei Street, Fotan, the New Territories, Hong Kong for the
attention of the company secretary of the Company. Detailed
procedures for Shareholders to propose a person for election as
a Director of the Company can be found on the Company’s
website (www.wingfunggroup.com).

Procedure for Putting Forward Proposals at Shareholders’
Meetings

There are no provisions allowing Shareholders to make proposals
or move resolutions at Shareholders’ meeting under the Articles
or the laws of the Cayman Islands. Shareholders who wish to
make proposals or move a resolution may, however, convene an
EGM in accordance with the “Procedures and Rights for
Shareholders to Convene Extraordinary General Meeting” set out
above.
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Investors Relations

The Board recognises the importance of maintaining an ongoing
dialogue with the Shareholders through various channels
including general meetings and corporate communications such
as announcements, quarterly, interim and annual reports and
circulars. Latest information of the Group is also available on the
Company’s website.

The Company has adopted its Shareholders’ communications
policy. Enquiries and proposals from Shareholders, investors and
all stakeholders are welcomed. Enquires to the Board or the
Company may be sent by post to the Company’s principal place
of business in Hong Kong at Units 13 & 14, 9th Floor,
Worldwide Industrial Centre, 43-47 Shan Mei Street, Fotan, the
New Territories, Hong Kong. Such written enquires or proposal
with full name, contact details and identification must deposit
and send to said address.

Any enquires in relation to the Company’s shareholdings, share
transfer or registration may contact the Company’'s share
registrar. Their contact details are set out in the section headed
“Corporate Information” of this annual report.

CONSTITUTIONAL DOCUMENTS

The Company first adopted its memorandum and articles of
association on 29 September 2016. Save for the adoption of the
amended and restated memorandum and articles of association
of the Company for the purpose of the Listing on 31 January
2018, during the Relevant Period, there had been no significant
changes in the constitutional documents of the Company. The
latest version of the memorandum and articles of association of
the Company is available at the Company’s website and the
website of the Stock Exchange.
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ENVIRONMENTAL,

SOCIAL AND GOVERNANCE REPORT

About this report

The objective of this Environmental, Social and Governance
("ESG") Report is to highlight the Group’s ESG performance for
the purpose of assisting all stakeholders in understanding the
Group's ESG concepts and practices in achieving sustainable
development for the future.

The Report complies with the disclosure requirements set out in
the ESG Reporting Guide as described in Appendix 20 of the
GEM Listing Rules. An assessment on the applicability and
materiality of the relevant key performance indicators (“KPIs”)
under the ESG Reporting Guide had been conducted.

A

Environmental

The Group does not have any factory operations nor does
it engage in any operations that have a substantial effect
on the environment, aside from consumption of resources
by the office administrative operations. Nevertheless, the
Group pays due consideration and effort towards
compliance with applicable laws and regulations in Hong
Kong and Macau, and actively cooperates with the main
contractor in meeting the environmental protection
requirements. The majority of the work of the Group is
conducted through its sub-contractors, whereby as part of
the project delivery, apart from confirming construction
quality, the project team will also monitor the
environmental performance of its subcontractors. One of
the measures includes regularly checking to ensure that
environmental protection requirements imposed upon
various parties, including the main contractor, the
construction site, and the Group, are met.
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A. Environmental (Continued)

A.1

Emissions

As a subcontractor for the provision of supply,
installation and fitting-out services of MVAC systems
for buildings in Hong Kong and Macau. The
installation activity does not cause any material
emissions or pollutions generated from the
Company’s operations at construction sites.

The major source of waste comes from construction
works, whereby the Group abides by the regulations
imposed by the main contractor and the respective
site. The staff and work team follow on-site
regulations on waste disposal, and would always
inquire with the project management team when any
difficulties are encountered. The project team would
also ensure the compliance with the applicable
provisions of the Waste Disposal Ordinance (Chapter
359, of the Laws of Hong Kong) and its subsidiary
regulations, particularly the Waste Disposal (Charges
for Disposal of Construction Waste) and the Waste
Disposal (Chemical Waste) (General) Regulations.

The Group has reduced greenhouse gas emissions
and air emissions by consuming less electricity and
reducing the usage of company vehicles.

A.
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For the For the

year ended year ended

Greenhouse gas emissions 2018 (kg) 2017 (kg)
Bz HZE

—E-N\E —E—1F

BEREBHEN LEEE(AF) WHEFEMDT)
Scope 1 — mobile combustion source 13 — B ERER 3,562 6,855
Scope 2 — electricity acquired F28H —BEEN 15,472 20,715
Scope 3 — other indirect emissions E3E — EmEEEEN 2,387 1,776
21,421 29,346
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A. Environmental (Continued) A. RIE (#&)
A.1 Emissions (Continued) A1 BERR (&)
For the For the
year ended year ended
Air emissions 2018 (g9) 2017 (q)
Bz Bz
—E-)N\F —E—tF
REHHE LEEE(RAR) IHFE(RR)
nitrogen oxides (“NOx”) —&A& ([ NOx ) 1,474 1,569
sulphur oxides (“SOx") Z &btk ([ sox 1) 19 37
respiratory suspended particles Al R A B E LT
("RSP”, also known as Particulate ([RSP - 758 A&
Matter (“PM")) FERLYE ([PM])) 109 116
Hazardous and non-hazardous waste EEREZEEY

A.2

Waste production was mainly attributed to the
discarded packaging materials and domestic wastes
of office. The operation of the Group does not
involve any production of hazardous waste.

Use of resources

Driven by the belief in maintaining sustainability, the
Group strives to ensure efficient use of resources,
including energy, materials and auxiliary materials. It
is the Group's policy that material ordered is ‘just
right" for the intended project, and endeavour to
employ excess material to reduce wastage. Total
electricity consumption for 2018 was 30,337 kWh
(2017: 32,881 kWh) with an average consumption
of 819kWh per staff. Total water consumption for
2018 was 36 tons (2017: 35 tons) with an average
consumption of 0.97 tons per staff. The Group did
not incur significant packaging materials in the
operations during the Reporting Period.

A.2
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A. Environmental (Continued)

A.2

A3

Use of resources (Continued)

The Group has implemented following schemes to
reduce consumption of energy and natural resources:

o encourage double-sided printing;

o reuse single side printed paper;

o idle electrical appliances are switched off; and
o regular maintenance and repair for electrical

appliances to lower energy waste.
Environmental and natural resources

There are several environmental concerns that are of
particular relevance affecting the materials and
services used by the Group, such as, air
conditioning, refrigeration and heat pump
technologies which are increasingly switching to
more environmentally friendly refrigerant gases with
lower ozone depletion potential and lower global
warming potential. The Group is determined to stay
abreast of developments in resources and
technologies benefitting the environment with the
higher requirements being imposed on MVAC
equipment and installation process. In delivering the
the project team would ensure that all
services are conducted in an environmentally
responsible manner and ensure strict adherence to
the applicable laws in Hong Kong and Macau, such
as the Noise Control Ordinance (Chapter 40 of the
Laws of Hong Kong).
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Environmental (Continued)

A.3 Environmental and natural resources (Continued)

Several other specific regulations directly related to
the operations, including the requirement to use
lead-free solders for copper pipes at freshwater
inside services are specified in the standard as
stipulated in the Waterworks Regulations. Another
regulation example that the Group complies with is
the VOC regulation imposed by the Environmental
Protection Department. VOCs (volatile organic
compounds) are found in a wide variety of everyday
products such as solvent-based paints/coatings,
adhesives, sealants, printing inks, many consumer
products, organic solvents and petroleum products.

The Group will grasp every opportunity to contribute
to the sustainability of office spaces, and the Group
strives to reduce emissions by reducing consumption
and adopting low resource alternatives. Measures
include:

o promote emission reduction measures by
placing posters at prominent places of the
office

o enhance environmental awareness of employees
through means of internal
communications

various

o advocate the use of double-sided printing and
photocopying to reduce paper consumption,
and encourage reuse of single-sided paper,

o reduce the use of disposable and non-recyclable
products
o conduct regular maintenance and inspection of

company vehicles
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B. Social B. #=&

B.1 Employment B.1 {EfE

The Group promotes equal opportunity and opposes
any form of discrimination in the hiring process.
Personal attributes like race, religion, nationality, age
or gender are not considered in the hiring process.
Besides discrimination, any act of sexual harassment
is also strictly prohibited. As at 31 December 2018,
the group had 2 executive Directors and 159
employees.

The Group welcomes candidates of all ages to join
the Group as long as they are keen to learn and
participate. The male/female composition ratio of the
Group is approximately 12.4:1. The Group treated all
application irrespective of gender. Due to the
laborious nature of our works, majority of our
potential and successful applicants tends to be male.

The graphs below show the workforce distribution
by gender, age group and geographical regions:
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Social (Continued)

B.1

Employment (Continued)
Compensation and dismissal

The Group offers competitive remuneration to attract
and retain talented staff members. Remuneration
packages are reviewed periodically to ensure
consistency with employment market. Laws and
regulations on minimum wage and statutory social
benefits are required to be followed. Dismissal is
required to comply with employment laws and
regulations, and to follow the internal policies and
procedures, including policy on prevention of
dismissal purely on employees’ gender, marital
status, pregnancy, disability, age or family status.

Recruitment and promotion

The Group attracts talent through fair, flexible and
transparent recruitment strategy. Recruitment process
includes application for recruitment, description of
position, collection of job applications, interview,
selection, approval, and job offering. Promotion is
based on performance and suitability.

Working hours, rest periods, benefits and
welfare

Employees’ working hours, rest periods, benefits and
welfare, including social security benefits, mandatory
provident fund, and labour pension, are required to
be in compliance with employment or labour laws
and regulations. Selected benefit programs, including
medical coverage, are also provided.
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B. Social (Continued)

B.1

B.2

Employment (Continued)

Equal opportunities, diversity and anti-
discrimination

The Group is an equal opportunity employer. The
Group endeavours to provide a fair workplace for
employees and follow the principles of equality and
non-discrimination. Recruitment, remuneration,
promotion, and benefits are required to be handled
based on objective assessment, equal opportunity
and non-discrimination regardless of gender, race,
age, or other measures of diversity.

During the reporting period, the Group was not
aware of any material non-compliance relating to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, or discrimination.

Health and safety

The Group is committed to strict compliance with all
relevant health and safety legislation. Although the
works carried out by the Group and its sub-
contractors do not involve heavy machinery or
manual handling of hazardous materials, the staff
teams are exposed to relatively higher health and
safety risks. The project management team s
committed to conducting on-going risk assessments
to identify and manage these risks, with the
objectives of achieving the goal of zero accidents.
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Social (Continued)

B.2 Health and safety (Continued)

In most cases, the main contractor or the
management of the construction site would already
have developed and deployed to the staff teams sets
of site safety plan and instructions and will have
requested compliance by all subcontractors.
Management of the Group will ensure that the
subcontractors strictly observe these safety plans and
directives. Safety instructions for different operations
are well-communicated to the employees. In
accordance with the safety requirements of the
Labour Department and the main contractor, we
provide the site staff with qualified safety
equipment, including safety helmets, goggles and
other necessary safety precautions to ensure the
occupational safety of the staff. Personal protective
equipment specific to the type of work being
performed is made available and distributed. The site
foremen are responsible for ensuring proper use and
maintenance of the equipment. The Group extends
the considerations and assessments to the
subcontractors and the project team maintains
frequent communications to provide the staff and
subcontractors with the latest safety information.

For the financial year ended 31 December 2018, no
work-related injury had been recorded (2017: 2) and
no significant non-compliances on occupational
health and safety had been noted. The accident rate
per 1,000 workers was nil in Hong Kong (2017:
3.62) and nil in Macau (2017: 5.22) for the year
ended 31 December 2018.
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B. Social (Continued)

B.3

B.4

Development and training

The Group is devoted to creating a learning culture
among the teams so as to enable the staff in
developing their career and enabling them to reach
their goals. The Group will therefore from time to
time organize the teams to attend external training,
such as the BIM induction course, ISO 26000
Guidance on Social Responsibility course, and the
Corporate Social Capital in Practice workshop.
Training is also provided to management with the
aim to maintain and enhance the technical
knowledge and professional skills possessed. Training
for staff in construction sites mainly include safety
precaution in the construction industry and case
study of accidents happened before.

Labour standards

The Group strictly prohibits the use of forced or
child labour. The Group complies with relevant
regulations and laws to safeguard the rights of our
employees, and will not tolerate labour exploitation.
During the recruitment process, we verify the age of
applicants and the practice is extended to the
workers hired by our sub-contractors. The Group
prevents hiring child labourers by conducting an
identification check of every new employee. Without
exception, during the year ended 31 December
2018, the Group was not aware of any material
non-compliances with laws and regulations relating
to child labour and forced labour.
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Social (Continued)

B.5

B.6

Supply chain management

The materials used by the Group are mainly pipes
and other fittings. To fulfil the Group’s responsibility
to the society, guidelines regarding environmental
protection have been set and are constantly reviewed
by management. The guideline includes appropriate
disposal of wastes and sewage, use of chemicals and
minimisation of pollutions that may result from
operations. All sub-contractors have to comply with
the policy.

Sub-contractors are assessed continuously based on
performance, timeliness of completion and services
provided during the retention period of the project.
Suppliers are assessed continuously based on delivery
time, quality of materials and after-sales services. To
ensure the delivery of materials, geographical region
of the supplier is also concerned. For the year ended
31 December 2018, the Group has 129 qualified
materials suppliers and 54 qualified sub-contractors.

During the year ended 31 December 2018, no major
complaints on the quality of materials used or the
performance of works had been received.

Product responsibility

The Group is responsible to the main contractor for
the works the Group had completed, and had not
encountered any issues of product recall or relating
to quality. Wing Fung HK was accredited with 1SO
9001: 2008 (quality management) quality
management system standard for its quality
management system since 2013. The management of
the Group believes that the effective quality
management systems as well as a good compliance
track record contributes to overall service quality and
profitability. To ensure the delivery of high quality
works, the project manager would supervise on-site
and perform quality checks of works done by the
sub-contractors during and after the project.
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B.

Social (Continued)

B.6

B.7

B.8

Product responsibility (Continued)

The Group has not identified any non-compliances
relating to health and safety laws enforced in both
Hong Kong and Macau during the year ended
31 December 2018.

Anti-corruption

Any forms of bribery, forgery and misappropriation
of materials including intellectual property, extortion,
fraud and money laundering are strictly prohibited.
The staff manual provides guidance on specific
behaviours, for example, the acceptance of gifts and
conflict of interests, to further enhance the
awareness of employees. The Group encourages staff
to report suspected corruption cases and has put in
place a whistle-blowing policy to protect potential
whistle-blowers from possible retaliation. Reported
incidents will be thoroughly investigated and any
misconduct would result in disciplinary action.

During the year ended 31 December 2018, The
Group was not aware of any non-compliances
relating to dishonest or corrupts activities according
to the Penal Code of Macau and the Prevention of
Bribery Ordinance (Chapter 201 of the Laws of Hong
Kong) of Hong Kong.

Community investment

The Group strongly believes in the concept of
community co-building to help create a coherent and
harmonious community. The Group intends to lead
by example by demonstrating the importance of
community investment and we encourage our staff
to participate in community initiatives through
charity events, volunteering events and donations.
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DIRECTORS

Executive Directors

Mr. CHUNG Chi Keung (#%&34), aged 62, is our executive
Director, the chairman of our Board and the chief executive
officer of our Company. He is also the co-founder of our Group
in 1996. Mr. Chung is primarily responsible for formulating the
overall business strategies and overseeing the business and
operation of our Group. Mr. Chung is also a director of all
members of our Group.

Mr. Chung has over 43 years of experience in the supply,
installation and fitting-out of MVAC system. In March 1974,
Mr. Chung joined Young's Engineering Co., Ltd as an apprentice
and received training at the Major Air-conditioning Service
Department. Upon the completion of his apprenticeship, he
continued to work in the same department until July 1980. In
1987, Mr. Chung co-founded Wing Fung Engineering Limited. In
July 1996 and March 2007, Mr. Chung established Wing Fung
HK and Botop Macau, respectively and has been managing the
business and operation of the two companies in Hong Kong and
Macau. From 2003 to 2006, Mr. Chung was a member of the
senior management of Dickson Group Holdings Limited
(currently known as Richly Field China Development Limited), a
company listed on the main board of the Stock Exchange (stock
code: 313), and was responsible for managing the operation of
certain construction projects in Hong Kong.

Mr. Chung owns 78.87% of the issued share capital of Wing
Fung Capital Limited, one of the substantial Shareholders, which
owns 430,500,000 Shares. Accordingly, Mr. Chung is deemed to
be interested in all the Shares owned by Wing Fung Capital
Limited under the Securities and Futures Ordinance (Chapter 571
of the laws of Hong Kong) (“SFO™).

BEE
YTES

BEBELE 625 RARBNTESE B
EQIFERITHBAER - R —NNRF  ®IF
REAEEBSAMRA - EXLETERRHTE
ERXBRBEIEEARBNEBRLLE -
BEENRAEERMBEXRBERARANESE -

ELREREWBR N EARFNEE T
REGETEERBIFLER RN—AtHmF
—A EBERENMASEIRARARELEE
EWXNEEZE=RIBPIEZIEZI - TREHET
iz WEBENRE-HFTEZ-IANETEF
t A R—NN\EF  EREHEEHWing
Fung Engineering Limited » ;A — AL L 7NF+
ARZZEZELF=F BhREDFIKIELE
BEARBEIBMFITREBRBEMEEMREA
AMEBRREE A-_TE=FE_TTX
FoEEEREEEEERAERARCGRE
AMEBTFEZEEARAR  —ERBRME
REMHRR RO 313))MaRER
EBXRE BEAEETEREENZESE
I o

48 5¢ £ % BAWing Fung Capital Limited#y
7887%C # 1T R A& E R B A
430,500,000/% f& 7 B #ZE R AR BR 2 — = Bt -
BIEEAEPIESTIEZFEFRBEKRG ([F
HFRAEEBKROD &L AL R A RWing
Fung Capital LimitedFT#E 5 # 2 F I 5 1%
BREE

43



44 HEEHE
=5 —

TEMHERLDT
ﬁg#ﬁ

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EENEREREREND

Ms. LAl Suk Fan (%3 %¥), aged 56, was appointed as our
executive Director on 24 March 2017. She is primarily
responsible for overseeing the administration and human
resources functions of our Group.

Ms. Lai studied at Lee Wai Lee Technical Institute of the
Vocational Training Council on a part-time basis and was
awarded a certificate for accounting technicians in August
1998. In 1998, Ms. Lai obtained a certificate in Accounting-
Third Level issued by the London Chamber of Commerce and
Industry Examinations Board. Ms. Lai also joined a distance-
learning programme and received a Higher Certificate in
Business Management from the Hong Kong Management
Association in June 20009.

Ms. Lai has over 37 years of experience in administration,
accounting and human resources. Ms. Lai has worked as a junior
clerk at Teamlight Enterprises (HK) Ltd. from June 1980 to
March 1982, then she joined Shirtmaster Limited as a
purchasing clerk from May 1982 to February 1987. During June
1987 to July 1999, Ms. Lai has been working in Wing Fung
Engineering Limited and Wing Fung HK and her last position
was an administration officer when she left the companies in
July 1999. From February 2001 to June 2011, Ms. Lai worked at
Artsuc M&E Limited as the administration manager. In July
2011, Ms. Lai rejoined our Group as the administration manager
of Wing Fung HK.
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Independent Non-executive Directors

Mr. CHOY Hiu Fai Eric (28 #8), aged 41, was appointed as
our independent non-executive Director on 31 January 2018 and
is mainly responsible for supervising and providing independent
judgement to the Board.

Mr. Choy has more than 15 years of experience in accounting.
Mr. Choy obtained a Bachelor of Business Administration in
Accounting and Finance from the University of Hong Kong in
November 2000. Upon graduation, he joined Arthur Andersen &
Co, an accounting firm, in September 2000. Mr. Choy then
continued his career with PricewaterhouseCoopers as a senior
associate in the assurance and business advisory services
department in July 2002. In 2004, Mr. Choy joined Procon CPA
Limited as a managing director and he is now the head of the
company’s operation in Hong Kong and Shenzhen.

Mr. Choy has been a member of the Hong Kong Institute of
Certified Public Accountants since February 2005. He was also
admitted as a member of the American Institute of Certified
Public Accountants in the United States in June 2002. Mr. Choy
has been a Certified Tax Adviser of the Taxation Institute of
Hong Kong since 30 September 2010.

Mr. Choy has been an independent non-executive Director of the
Hong Kong Building and Loan Agency Limited, a company
currently listed on the Main Board of the Stock Exchange (Stock
Code: 145) since July 2016.
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Mr. LEI For (RI%}), aged 41, was appointed as our independent
non-executive Director on 31 January 2018 and is mainly
responsible for supervising and providing independent
judgement to the Board.

Mr. Lei has more than 16 years of experience in investment
banking, corporate finance and investment and management
matters. Mr. Lei obtained his Bachelor of Social Science from the
Chinese University of Hong Kong in November 2001. He started
his career with L.P. Lammas Asia Limited from September 2001
to October 2002. After that, he worked in MasterLink Securities
(Hong Kong) Corporation Limited as an executive from
December 2002 to February 2005. In February 2005, Mr. Lei
joined Haitong International Capital Limited (previously known as
Taifook Capital Limited and Tai Fook Capital Limited) as an
executive, and he left as a manager in May 2007. From June
2007 to October 2010, he was appointed as the senior manager
and then the vice president of the corporate finance department
in ABCI Securities Company Limited. Mr. Lei then carried on his
career with Cinda (BVI) Limited as the corporate finance director
of Cinda International Capital Limited from October 2010 to
April 2011. In April 2011 to December 2016, he joined CIMB
Securities Limited as a director in investment banking. Mr. Lei is
currently the director of Hongsong Limited and managing
director of Apastron Capital Limited.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. LAl Wai Ming (2 {&#), aged 43, was appointed as our
independent non-executive Director on 31 January 2018 and is
mainly responsible for supervising and providing independent
judgement to the Board.

Mr. Lai graduated from the Hong Kong Polytechnic University in
November 1997 and was awarded a Bachelor of Science degree
in Building Technology and Management. Then he obtained a
Master of Science in Real Estate from the University of Hong
Kong in December 1999. In February 2002, Mr. Lai further
obtained a diploma in building surveying from the College of
Estate Management in the United Kingdom, which is a long-
distance programme. Mr. Lai was also certified as a registered
professional engineer by the Engineer Registration Board in April
2006, and he was admitted as a member of the Hong Kong
Institution of Engineers and the Chartered Institute of Building in
December 2004 and May 2005, respectively.

Mr. Lai has over 20 years of experience in building service and
engineering. Mr. Lai joined Gammon Construction Limited in
July 1998 and he was the assistant project manager when he
left the company in November 2007. He then worked at
Hongkong Land Limited, a property investment, management
and development group listed in London, Bermuda and
Singapore, from November 2007 to July 2011 as an assistant
project manager. In July 2011, Mr. Lai joined a property
developer as a project manager in Hong Kong and he was a
senior project manager when he left the company in August
2017. In February 2018, Mr. Lai has joined a construction
company in Hong Kong as a project director.
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SENIOR MANAGEMENT

The following are the senior management team of the Group:

Mr. LAW Pak Hin Edward (Z#HIf), aged 32, joined our
Group and was appointed as the chief financial officer of our
Group on 12 September 2016, and as our Company Secretary
on 14 February 2017. Mr. Law is primarily responsible for
overseeing the finance and accounting functions of our Group.

In July 2010, Mr. Law obtained a Bachelor of Commerce from
the Australian National University in Australia. He was admitted
as an associate of the CPA Australia in August 2010 and was
further admitted as a full member in July 2013. Mr. Law has
more than 8 years of experience in finance and accounting.
Before joining our Group, Mr. Law has joined BDO Limited as an
associate in December 2010 and he was an assistant manager
when he left BDO Limited in December 2014. Then he carried
on his career with Ernst & Young in December 2014 and he
was a senior accountant in the assurance department when he
left the firm in August 2016.

Mr. YEUNG Man Tsun (# X &), aged 34, was appointed as
our senior project engineer on 1 March 2017 and is primarily
responsible for overseeing and managing project execution and
operation.

Mr. Yeung obtained a Bachelor of degree in Building Services
and Sustainable Engineering at the University of Central
Lancashire in December 2012, which is a long-distance learning
programme. Mr. Yeung has more than 10 years of experience in
engineering. He joined our Group as an assistant engineer at
Botop Macau in July 2007. From August 2010 to February
2017, Mr. Yeung has worked at Wing Fung HK as an engineer.
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The Directors hereby presented their report and audited
consolidated financial statements for the year ended
31 December 2018.

CORPORATE REORGANISATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability on 29 September 2016
under the Companies Law of the Cayman Islands.

The companies now comprising the Group underwent a
reorganisation (the “Reorganisation”) to rationalise the structure
of the Group in preparation for the Listing. Pursuant to the
Reorganisation, the Company became the holding company of
the subsidiaries now comprising the Group. Further details of
the Reorganisation are set out in the section headed “History,
Development and Reorganisation” in the Prospectus. The Shares
were listed on the GEM of the Stock Exchange on 27 February
2018.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The principal activity of the Company is investment holding. The
Group is principally engaged as a subcontractor for the provision
of supply, installation and fitting-out services of MVAC systems
for buildings in Hong Kong and Macau. The projects of the
Group can generally be categorized into private sector projects
and public sector projects. A list of the subsidiaries of the
Company and details of their principal activities of are set out in
note 31 to the consolidated financial statements. There were no
significant changes to the Group's principal activities during the
year.

Wing Fung Group Asia Limited
Annual Report 2018

REPORT OF DIRECTORS
EEERE

EFEUREREFRBE_T—/\F+=A
ST RALEFENREREEZEAVBR
% o

T¥EH

ARARRBHAERERER_-_T—RFh
At NWBEERSHEEMR IS —RER
RERRA -

AEHBLET RAXNATEE 2 ARDETE
MTER]D  UEEAEBR 2 EE - BIEE
B ARFRNAAEBRRKESWB AR 2
AR - B E—THBHRABRER
[Fs  FEs REA]—FH - ARABRDER
ZE-NFZAZT+EHEBXMGEME
m e

TEEBRERORE

ARANEREHR/NELER - AEHEETE
REUDBEENESHEERSMRFIEHRET
HBRE R ERHRGENHE  ZRERER
%o REBMIERAHA 2 AHERBIIEE
RRNERRIER - ARABMEBAFIIR R
TEXEBHBENEAYBRERME3 - R
AER  AEENZTZABHUEEAES -

49



EBMTNERA
2 — U

REPORT OF DIRECTORS
EEEWE

For discussion and analysis of these activities as required by
Schedule 5 to the Hong Kong Companies Ordinance (Chapter
622 of the Laws of Hong Kong) (the “Companies Ordinance”),
including a fair review of business, its key relationship with
employees, customers, suppliers and subcontractors, an
indication of likely future developments in the Group’s business
and an analysis of the Group’s performance during the year
using financial key performance indicators, can be found in
sections headed “Management Discussion and Analysis” set out
on pages 7 to 13 of this annual report and the discussion of its
environmental policies and performance, can be found in section
headed “Environmental, Social and Governance Report” of this
annual report.

The Group has established a set of risk management policies
and measures. The Group’s risk management process starts with
identifying the major risks associated with its business, industry
and market in the ordinary course of business. The Board and
senior management are responsible for identifying and analysing
the risk associated with their respective function, preparing and
measuring risk mitigation plans and reporting the status of risk
management. Details of principal risks and uncertainties faced by
the Group are set out on pages 10 to 11 of this annual report.

For the year ended 31 December 2018, the Group had engaged
an independent internal control consultant to review the
effectiveness of the Group’s internal control system regularly
and directly report to the Audit Committee of the Company. For
details, please refer to the paragraph headed “Internal Control
and Risk Management” under the section headed “Corporate
Governance Report” in this annual report.

COMPLIANCE WITH APPLICABLE LAWS AND
REGULATIONS

For the year ended 31 December 2018, the Group’s operations
were mainly carried out in Hong Kong and Macau. The Group
shall accordingly comply with relevant laws and regulations in
Hong Kong and Macau and the respective places of
incorporation of the Company and its subsidiaries. During the
year and up to the date of this annual report, the Board was
not aware of any noncompliance with relevant
regulations that have a significant impact on the business and
operations of the Group.
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SEGMENT INFORMATION

An analysis of the Group’s performance for the year ended
31 December 2018 by operating segment is set out in note 5 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss and
other comprehensive income on page 75 of this annual report.

The Board did not recommend the payment of final dividend of
the Company for the year ended 31 December 2018 to the
Shareholders.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last four years, as extracted from the consolidated
financial statements and the Prospectus, is set out on page 188
of this annual report.

PLANT AND EQUIPMENT

Details of the movements during the year ended 31 December
2018 in the plant and equipment of the Group are set out in
note 14 to the consolidated financial statements of this annual
report.

SHARE CAPITAL

Details of movements during the year ended 31 December 2018
in the share capital of the Company are set out in note 23 to
the consolidated financial statements.

RESERVES

As at 31 December 2018, the Company’s reserve available for
distribution to the shareholders, calculated in accordance with
the Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands amounted to
approximately HK$44,755,000.
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EQUITY LINKED AGREEMENT

No equity-linked agreement was entered into by the Group or
existed during the year ended 31 December 2018.

DISCLOSURE OF INTERESTS

U]

Directors’ and Chief Executive’s Interests and Short
Positions in the Shares, Underlying Shares or
Debentures

As at 31 December 2018, the interests and short positions
of the Directors and chief executive of the Company in the
Shares, the underlying shares or debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong)),
which were required to be notified the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including the interests or short positions which
any such director or chief executive was taken or deemed
to have under such provision of the SFO) or which were
required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein, or which were
required, pursuant to standard of dealings by Directors
referred in Rules 5.46 to 5.67 of the GEM Listing Rules, to
be notified to the Company and the Stock Exchange were
as follows:
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Capacity/Nature of Shares held/ Long/short Percentage of
Name of Director Interest interested in position Shareholding
R/ ®A
Exps B HEEME BEWROBE & KR BREDH
Mr. Chung Interest in controlled 430,500,000 Long position 75%
corporation (Note)
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Note:

The 430,500,000 Shares are held by Wing Fung Capital Limited,
which is an associated corporation of the Company and owned as to
7,887 shares representing 78.87% by Mr. Chung. Therefore,
Mr. Chung is deemed to be interested in all the Shares held by Wing
Fung Capital Limited for the purposes of the SFO. Mr. Chung is our
executive Director, Chairman and Chief Executive Officer and one of
the controlling shareholders of the Company.

Save as disclosed above, as at 31 December 2018, none of
the Directors or chief executive of the Company had
registered any interests and 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 to be
notified to the Company and the Stock Exchange pursuant
to Rules 5.46 to 5.67 of the GEM Listing Rules.
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Substantial Shareholders’ and Other Persons’ Interests
and Short Positions in Shares, Underlying Shares and
Debentures

So far as the Directors are aware, as at 31 December
2018, the following persons/entities (other than the
Directors and chief executive of the Company) had or
were deemed to have taken an interest or short position in
the Shares or underlying Shares which were recorded in
the register of interests required to be kept by the
Company pursuant to Section 336 of the SFO, or which
would fall to be disclosed under the provisions of

()
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Divisions 2 and 3 of Part XV of the SFO and the GEM
Listing Rules.

Number of the

SR A o

Capacity/Nature of Shares held/ Long/short Percentage of
Name of Shareholder Interest interested in position Shareholding
R/ ®A
IR & B HEEME BENWROBE & KR EREDL
Ms. Chung Mei Lin Interest of persons 430,500,000 Long position 75%
Joanne (“Ms. Chung”) acting in concert
(note)
BEELL —HOTBALHER e}
(MEx+t]) (Kt 7t)
Wing Fung Capital Beneficial owner 430,500,000 Long position 75%
Limited
Wing Fung Capital EmnEAA S=)
Limited
Note: Mt -

On 29 May 2017, Mr. Chung and Ms. Chung entered into a deed of
acting in concert (the “Deed of Acting in Concert”) to acknowledge
and confirm, amongst other things, that they are parties acting in
concert (within the meaning under the Takeovers Code) in respect of
Wing Fung Capital Limited, Wing Fung Engineering (H.K.) Limited and
Botop Engineering (Macau) Limited since their respective
incorporation. Pursuant to the arrangement under the Deed of Acting
in Concert, Mr. Chung and Ms. Chung are deemed to be interested in
the Shares held by each other by virtue of the SFO.
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Save as disclosed above, as at 31 December 2018, no person,
other than the Directors and chief executive of the Company
whose interests are set out in the section “Directors’ and Chief
Executive's Interests and Short Positions in the Shares,
Underlying Shares or Debentures” above, had notified the
Company of an interest or short position in the Shares,
underlying Shares or debenture of the Company that was
required to be recorded in the register required to be kept by
the Company pursuant to Section 336 of the SFO or which
would fall to be disclosed under the provisions of Divisions 2
and 3 of Part XV of the SFO.

ARRANGEMENT TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

MAJOR CUSTOMERS, SUPPLIERS AND SUB-
CONTRACTORS

During the year ended 31 December 2018, so far as the
Company is aware, the aggregate revenue attributable to our
five largest customers and the largest customer accounted for
approximately 99.9% (2017: 99.8%) and 76.7% (2017: 61.5%),
respectively, of the Group’s total revenue for the year ended
31 December 2018. Our Directors consider that despite the
customer concentration, our Group’s business model is
sustainable as we have been actively tendering for projects and
have continued to experience a strong demand for our services
as evidenced by the growth in our revenue for the year ended
31 December 2018. Purchases from the Group’s five largest
suppliers accounted for approximately 50.0% (2017: 38.5%) of
the Group’s total costs of services for the year ended
31 December 2018 and the purchase from the largest supplier
included therein amounted to approximately 27.6% (2017:
10.2%). Sub-contracting fees from the Group’s five largest sub-
contractors accounted for approximately 49.8% (2017: 45.0%)
of the Group’s total costs of services for the year ended
31 December 2018 and the sub-contracting fee from the largest
sub-contractor included therein amounted to approximately
13.5% (2017: 12.5%).
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None of the Directors nor any of his/her close associates (as
defined under the GEM Listing Rules) or shareholders (which, to
the best knowledge of the Directors, own more than 5% of the
Company’s issued share capital), had any interest in the Group's
five largest customers, suppliers and subcontractors during the
year ended 31 December 2018.

TAX RELIEF AND EXEMPTION OF HOLDERS
OF LISTED SECURITIES

The Company is not aware of any tax relief or exemption
available to the shareholders of the Company by reason of their
holding of the Company’s securities.

DIRECTORS

The Directors during the year ended 31 December 2018 and up
to the date of this report were:

Executive Directors
Mr. Chung Chi Keung (Chairman and Chief Executive Officer)
Ms. Lai Suk Fan

Independent Non-executive Directors
Mr. Choy Hiu Fai Eric
Mr. Lei For

Mr. Lai Wai Ming
Note:

Mr. Choy Hiu Fai Eric, Mr. Lei For and Mr. Lai Wai Ming were appointed as
directors of the Company with effect from 31 January 2018.

Further information regarding Directors’ emoluments is set out in
note 11 to the consolidated financial statements.

An annual confirmation of independence pursuant to the
requirements under Rule 5.09 the GEM Listing Rules has been
received from each of the INEDs.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
CHANGES IN INFORMATION OF DIRECTORS

Updated biographical details of the Directors are set out on
pages 43 to 47 of this annual report.
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DIRECTORS’ SERVICES CONTRACTS

Each of the executive Directors has entered into a service
agreement with Company for an initial term of three years
commencing from the Listing Date and will continue thereafter
unless and until terminated by the Company or Director or the
Director has not been re-elected as a director of the Company
or has been removed by shareholders of the Company at any of
its general meeting or is disqualified from acting as a director of
the Company in accordance with the articles of association of
the Company. Each INED was appointed under a letter of
appointment for a fixed term of three years commencing from
the Listing Date unless terminated by the Company or the INED
in accordance with the terms as set out in the letter of
appointment.

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

DIRECTORS’ RETIREMENT AND RE-ELECTION

Pursuant to Article 16.18 of the Articles, at every annual general
meeting, one third of the Directors for the time being (or if
their number is not three or a multiple of three, then the
number nearest to but not less than one-third) shall retire from
office by rotation provided that every Director shall be subject to
retirement by rotation at least once every three years. Any
Director appointed pursuant to Article 16.2 or Article 16.3 shall
not be taken into account in determining which Directors are to
retire by rotation. A retiring Director shall retain office until the
close of the meeting at which he retires and shall be eligible for
re-election thereat. The Company at any annual general meeting
at which any Directors retire may fill the vacated office by
electing a like number of persons to be Directors.
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Pursuant to Article 16.2 of the Articles, the Board shall have the
power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy or as an addition to
the Board. Any Director so appointed shall hold office only until
the next following general meeting of the Company and shall
then be eligible for re-election at that meeting. Further,
according to Article 16.3 of the Articles, the Company may from
time to time in general meeting by ordinary resolution increase
or reduce the number of Directors but so that the number of
Directors shall not be less than two. Subject to the provisions of
these Articles and the Companies Law, the Company may by
ordinary resolution elect any person to be a Director either to fill
a casual vacancy or as an addition to the existing Directors. Any
Director so appointed shall hold office only until the next
following general meeting of the Company and shall then be
eligible for re-election.

In accordance with Article 16.18 of the Articles, Mr. Choy Hiu
Fai Eric and Mr. Lei For shall retire by rotation at the
forthcoming AGM and, being eligible, offer themselves for re-
election at the forthcoming AGM.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS, CONTRACTS OF
SIGNIFICANCE

Save as disclosed in the Prospectus and elsewhere in this annual
report, no transactions, arrangements and contracts of
significance in relation to the Group’s business to which the
Company or any of its subsidiaries was a party and in which the
Director or an entity connected the Director had a material
interest, whether directly or indirectly, subsisted at any time
during the year ended 31 December 2018.

CONTROLLING SHAREHOLDERS’ INTERESTS

Save as disclosed in this annual report, there were no contracts
of significance between the Company or any of its subsidiaries
and any controlling Shareholder or any of its subsidiaries or any
contracts of significance for the provision of services to the
Company or any of its subsidiaries by a controlling shareholder
or any of its subsidiaries.
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EMOLUMENTS OF THE DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of Directors and the five highest paid
individuals of the Group are set out in note 11 to the
consolidated financial statements in this annual report.

EMOLUMENT POLICY

The Remuneration Committee is set up for reviewing the
Group’s emolument policy and structure for making
recommendation to the Board on the overall remuneration
policy and structure relating to all Directors and senior
management of the Group. The remunerations of the Directors
are determined by reference to the Group’s operating results,
comparable market statistics, the responsibilities and duties
assumed by each Director as their individual
performance.

as well

COMPETING INTERESTS

The Directors are not aware of any business or interest of
Directors nor the controlling shareholder of the Company nor
any of their respective close associates (as defined in the GEM
Listing Rules) that compete or may compete with the business of
the Group and any conflicts of interests which any such person
has or may have with the Group during the year ended
31 December 2018.

NON-COMPETITION UNDERTAKING

The Company confirms that the non-competition undertaking of
Mr. Chung, Ms. Chung and Wing Fung Capital Limited, details
of which were set out in the Prospectus, has been fully
complied and enforced since the Listing and up to the date of
this report. The Board also confirms that there are no other
matters in relation to the aforesaid undertaking which should be
brought to the attention of the Shareholders and the potential
investors.
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INTEREST OF COMPLIANCE ADVISER EHRERANER

As at the date of this report, except for (i) the participation of W ZAIRE HE - Br()y KRB EARBEEBR A
TC Capital International Limited (“TC Capital”) as the sponsor in ([ KEFE A |) g A A RIRGEM E B TR E
relation to the listing of the Company on GEM; and (i) the A R(NVAAFERFELRMFIZAHAE=
compliance adviser agreement entered into between the Z—+tFWMA-+—HZABREBBREIN
Company and TC Capital dated 21 April 2017, neither TC KM EAFETEE - BERETHE A
Capital nor any of its directors, employees or close associates *E%ﬂ%ﬁffﬂﬁﬂszEMJ:ﬁiﬁﬂ‘l%6A.32ﬂ7’§
had any interests in relation to the Group which was required to B ER QAR EBEANER 7 S -

be notified to the Company pursuant to Rule 6A.32 of GEM

Listing Rules.

PURCHASE, SALE OR REDEMPTION OF LISTED HBE - - HEFEBOE Lt HmHES

SECURITIES

Neither the Company nor any of its subsidiaries have purchased, REZE-_ZEZ—N\F+_A=+—HILFE
sold or redeemed any of the Company’s listed securities during A2 A s EERIHEQ Tﬁ%{ﬂ,ﬁ\%ﬁ HE sk
the year ended 31 December 2018. BRI ARBEM ETmES

COMPARISON OF BUSINESS OBJECTIVES EBERHEEREBERLR

WITH ACTUAL BUSINESS PROGRESS

An analysis comparing the business objectives as set out in the TR IBREIZE ~ £ 74 A ZRAEE
Prospectus with the Group's actual business progress for the M EmABEE-_"FT—NF+_A=+—H
period from the Listing Date to 31 December 2018 is set out HiIMZEBREBER ZLLE DT !

below:

Business strategies as Implementation plan as stated in  Actual business progress

stated in the Prospectus the Prospectus up to 31 December 2018
BEEZE-N\E+=ZA=+—-HZ

BREBMMBEZEBER BRERMAL2BEHETE BEREBER

Acquisition of performance bond for  Satisfy customers’ requirements for The Group has been identifying suitable

new projects performance bonds for new projects to business opportunities with potential

be awarded to our Group customers and the Group has also

committed to undertaking new projects.
As at 31 December 2018, the Group
acquired performance bond in the amount
of approximately HK$5.1 million to satisfy
requirement of new projects.

RHEEBREBRNRES MEEPHERTAKSENHEEN AEE-BEVEEBETPNERREK

BHRELER Wil AEBNMERFRERER -
F* —NF+ZRA=+—H AKER
BRORBLSI1EEBSTURRTER
mﬁm°



Business strategies as
stated in the Prospectus

BRER M2 #5 RK

Implementation plan as stated in
the Prospectus

BIRER A 2 8 5t &

Wing Fung Group Asia Limited
Annual Report 2018

REPORT OF DIRECTORS
EFEWE

Actual business progress

up to 31 December 2018
EE-ZE-N\F+=ZA=+—-H2
BEREXKER

Employment of additional staff and
provision of relevant training

BRI MR

Payroll for newly employed staff

HESTNH €

Sponsor project team to attend
technical seminars and occupational
health and safety courses

BYREEKSERMT NS RBE
BERZZ2RIE

Purchase building information
modeling (BIM) software
BEREEAARAEBMEG

Provide training to staff for the
building information modeling (BIM)
software
MEEENENBIME R E TIRHE

gl

The Group has added ten headcounts of
junior to senior level engineering staff to
cope with its business development and
one administrative staff in Hong Kong
thereby incurring additional staff costs of
approximately HK$1.3 million and
HK$9,000 respectively for the year ended
31 December 2018. The Group regularly
reviews the need for further recruitments
to cope with the business development.
AEEERBERERTRVAESRIE
ABUEMEEBERE  UR—FTEHA
B BE_Z-N\F+-_A=+—RHI#HF
ERMESXFEIIETKADHOR3A
& T K9,0008 T - REETF BB =
AEERENERERMBIERE-

The Group has been identifying suitable
technical seminars and occupational health
and safety courses for project team to
attend.
AEECRBAERMHN S RBERE
N2 RBENAMHIERERKSHE -

The Group is in the process of selecting
(BIM) software.
& B IFfE PR BIM)E o

The Group has been identifying suitable
(BIM) training courses for staff to attend.

REBTEYEEASHBMEIIZREIN
e TS5,
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Business strategies as
stated in the Prospectus

BRERTM 2 ¥ R

Implementation plan as stated in
the Prospectus

BIRE R A 2 8 5 5T &

Actual business progress

up to 31 December 2018
EE-2-Nft+ZR=+—-H2
BREBER

Leasing of a new office and
employment of additional staff in
Macau

HEFRERNEBAMET

Rental for new Macau office

AR FR

Payroll for newly employed
administrative staff in Macau

RBFEETHRENT S

Purchase leasehold improvement,
purchase of furniture and fixtures for
new Macau office
RARFINEFRBELNERE BE
GRRETEEE

The Group has leased a new office
located in Cotai, Macau in May 2018 and
has utilized HK$129,000 of the net
proceeds from the Listing for the relevant
rental expenses.
REEBR-_Z-NFRAEBRMKKHHA
EMMEREREHA LTAGHRIERE
129,000 TEEEEERM X -

The Group has hired one administrative
staff in Macau thereby incurring
additional staff cost of HK$92,000 for the
year ended 31 December 2018.
AEBERNRMERE-ZTHREL - Bt
REEZT-N\F+ZA=+—BLLFE
EAFEINE TAAR92,0008 T °

The Group is in the process of selecting
furniture and fixtures for new Macau
office.

AEBIERERHRPIH E R POE R MR
EEXE -

USE OF PROCEEDS

LT AERERR

The Shares were listed on GEM on 27 February 2018 pursuant
to the initial public offering of the Company. The actual net
proceeds from the Listing (after deducting the underwriting fees
and expenses related to the Listing) amounted to approximately
HK$27.2 million (based on the final offer price of HK$0.38,
being the low-end of the price range stated in the Prospectus),
and is lower than the estimated net proceeds of approximately
HK$30 million (based on the mid-point of the price range stated
in the Prospectus).

BOERBEARANEARABEER = —N
F-A-++tHAEGIMLET ER LETATE
HEFEENREBELTNEEERLA
TR EZICEEB TR ERREEE
0.38870 B EREEEEE N TER)
MR AT TS B FBAB0EEE TR
BRBREREMAEBREENAAE) -



The Group adjusted the use of proceeds in accordance with the
section headed “Future Plans and Use of Proceeds” in the
Prospectus. As at 31 December 2018, the net proceeds had
been utilised as follows:
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AEBCDRBREBRERZIRKGE KGR
R -—HRABMERERAEZ -R_-F
—NF+ZA=+—RH F/FEFEDE
THHIAEA

Amount
utilised as at
Actual net 31 December

proceeds 2018 Balance
R-B-N\%
BERFE t=A=t-H
MIERHE BREHE 7R
HK$ million HK$ million HK$ million
BEET HEAER HEAET
Acquisition of performance bond RIMEEEERY
for new projects RES 7.2 5.1 2.1
Employment of additional staff and BEESTREHREH
provision of relevant training bl 17.4 1.3 16.1
Leasing of a new office and AEMMEE R ILHE
employment of additional staff BFET
in Macau 2.4 0.2 2.2
Working capital 2EES 0.2 0.2 —
27.2 6.8 20.4

As at 31 December 2018, unutilised proceeds of approximately
HK$20.4 million were deposited in licensed banks in Hong
Kong.

The Group did not apply the net proceeds as per the planned
time frame with reference to the disclosure in the Prospectus
mainly due to difficulty in hiring staff with appropriate
qualification and experience.

RZE-NE+ZA=+—B KXBAFRSE
RIBL04BEB T FEATBERIET -

AEEYE2RBRERAKEE RS
REERERAMSHRBEFE  T2HREE
BEERMEEBROABBERE -
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PERMITTED INDEMNITY PROVISIONS

Every Director shall be entitled under the Company’s Articles to
be indemnified out of the assets of the Company against all
losses or liabilities incurred or sustained by him or her as a
Director in defending any proceedings, whether civil or criminal,
in which judgment is given in his or her favour, or in which he
or she is acquitted. Such provision was in force since the
adoption of the Articles upon the Listing Date and remains in
force as at the date of this report.

The Company has taken out insurance against the liability and
costs associated with defending any proceedings which may be
brought against the Directors.

RELATED PARTY TRANSACTIONS

Details of related party transactions of the Group during the
year ended 31 December 2018 are set out in note 28 to the
consolidated financial statements in this annual report.

With regards to the transactions referred to in paragraph (iii)
therein, as at 31 December 2017 and 2018, Mr. Chung
provided a performance guarantee in the amount of
HK$4,870,000 in favor of the Group in respect of a
construction contract (the “Guarantee”). Since Mr. Chung is a
Director and a controlling Shareholder, he is a connected person
of the Company for the purposes of Chapter 20 the GEM
Listing Rules and the provision of the Guarantee by Mr. Chung
constitutes a continuing connected transaction of the Company.
The Directors are of the view that the Guarantee, being a form
of financial assistance provided by Mr. Chung for the benefit of
our Group, has been conducted on normal commercial terms or
better and such financial assistance is not secured by our assets.
Accordingly, pursuant to Rule 20.88 of the GEM Listing Rules,
such transaction will be fully exempted from all the reporting,
announcement and independent Shareholders’ approval
requirements under Chapter 20 of the GEM Listing Rules.

Other than the aforesaid, the related party transactions set out
in note 28 to the consolidated financial statements had been
terminated prior to the Listing and therefore do not constitute
connected transactions of the Company as defined under the
GEM Listing Rules for the year ended 31 December 2018.
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SUFFICIENCY OF PUBLIC FLOAT

To the best knowledge of the Directors and based on the
information that is publicly available to the Company, 25% of
the Company’s issued capital was held by public as at the date
of this report.

AUDITOR

The consolidated financial statements for the year ended
31 December 2018 have been audited by Deloitte Touche
Tohmatsu (“Deloitte”). Deloitte shall retire at the forthcoming
AGM and, being eligible, will offer themselves for re-
appointment. A resolution for the re-appointment of Deloitte as
auditor of the Company and to authorise the Directors to fix
their remuneration will be proposed at the AGM.

CORPORATE GOVERNANCE

Details of the corporate governance of the Company are set out
in the section headed “Corporate Governance Report” on pages
14 to 30 of this annual report.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles or
the laws of the Cayman Islands which oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

MANAGEMENT CONTRACTS

No contracts concerning management and administration of the
whole or any substantial part of the business of the Group were
entered into or in existence during the year ended
31 December 2018.

CHARITABLE DONATIONS

During the year ended 31 December 2018, our Group did not
make any charitable or other donations.
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EVENTS AFTER THE REPORTING PERIOD

The Board is not aware of any important events after the
reporting period that requires disclosure.

CLOSURE OF REGISTER OF MEMBERS

In order to ascertain the entitlements to attend and vote at the
AGM, the register of members of the Company will be closed
from Thursday, 6 June 2019 to Wednesday, 12 June 2019, both
days inclusive, during which period no transfer of the shares of
the Company will be registered. Shareholders of the Company
are reminded to ensure all properly executed transfer forms
accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar in Hong Kong, Tricor
Investor Services Limited, at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:30 pm on
Wednesday, 5 June 2019.

On behalf of the Board
Wing Fung Group Asia Limited
CHUNG Chi Keung
Chairman

Hong Kong, 13 March 2019
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INDEPENDENT AUDITOR’S REPORT

Deloitte

TO THE SHAREHOLDERS OF WING FUNG GROUP ASIA
LIMITED

KEEETMNERLAE

(Incorporated in the Cayman Islands as an exempted company
with limited liability)

Opinion

We have audited the consolidated financial statements of Wing
Fung Group Asia Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 75 to
187, which comprise the consolidated statement of financial
position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2018, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) and have been
properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Wing Fung Group Asia Limited
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FAEFEZEE

REESNEXRHE BARECFE/ES
BERAFEGAVBREATREENER -
BEERNEZE AV BRRIL MUK E R
ENEBEREIFEELEFEHE MIAERLEES
HEBERER -

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current year. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters.

Key audit matters

BRELEER

How our audit addressed the key audit matters

EECERNMERBERELRER

Revenue and profit recognition of construction contracts

TERESE B K W 23 R a7

Our procedures in relation to the revenue and profit
recognition of construction contracts included:
EEHREANNRR L ENERNEF B

We identified the revenue and profit recognition of
construction contracts as a key audit matter due to
significant management judgements and estimation
are required in the determination of the total outcome
of construction contracts and the stage of completion
of construction works.
EEBRERRNEZESNN B R LA N AREREZ
FH RARATEREARANERBERNEEIR T

Evaluating the revenue and gross profit recognised on
construction contracts, on a sample basis, by:

RATHAMEFHERZESGNNCBRKELEM:

POPE BLRY - B EFHEANE IR HIE LG - .

The Group’s contract revenue and gross profit from

construction contracts amounted to HK$200,635,000

and HK$38,334,000 respectively for the year ended

Obtaining an understanding of the Group’s controls
and processes over recognition and
budget preparation;

TR EEENGHOMKREEANTEEFHRNE

(=

revenue

31 December 2018 as disclosed in the consolidated
statement of profit or loss and other comprehensive o
income. As disclosed in note 15 to the consolidated
financial statements, the carrying amount of contract
assets of the Group amounted to HK$38,604,000 as

at 31 December 2018.
HEZZ-)/\F+ZA=+—HLFE  BEEER
MEESHHE KR R ERN 5 5 %200,635000 e

Discussing with project managers of the Group who
are responsible for the preparation of the budgets
of construction contracts to evaluate the
reasonableness of their bases of estimation of the
budget revenue and costs and the progress
towards completion of the projects;

HEERBEHABEREMKARER TRER

7B 7T }38,334,0008 T (R ER M EMEE KSR REZEANEEN EXEBAKLETH N
P ER) - BING A M BRMAMEISHEE R-F AEABRE:

—N\E+ZA=+—H  BESEAGNEENERHEHE

/£38,604,000/% T ° o Agreeing the total budget contract revenue to

respective signed contracts and the

correspondence with customers;

. HREBCOCEZFANLEZTPORMNG  EREE
BHANRBEEES B
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How our audit addressed the key audit matters

EECERNMEERBREERER

Revenue and profit recognition of construction contracts

HERIE LB R W 22 R Jat T (AE)

As set out in note 4 to the consolidated financial
statements, the Group recognised contract revenue

and gross profit of construction contracts by reference

to the progress towards complete satisfaction of a
performance obligation at the end of the reporting
period, measured based on the surveys of work
performed to date relative to the total contract
revenue with reference to payment certificates as

certified by independent surveyors appointed by the

customers in relation to the work completed by the
Group.

MR A M HRERM FAE - EREREBEREHR
MEKRBHNRETINERERRZEZANNAHKE A
mA o MERNSBEIREESE K TRAEHER
BEAERRDAE UY2EEPH ESEDTEKIRE

& E B S 6D BT R o

(Continued)

Evaluating the reasonableness of estimated total
costs by agreeing the budget costs to underlying
contracts, latest quotations and other
correspondences with subcontractors/suppliers/
vendors, and comparing the budgeted costs with
actual costs recorded, taking into account the
progress towards completion;
STEBEEETRNAEENEERE AEESE
B EER ERANEESR  RIFTWE R
MIBERER  FERIEBERERANRERESEX
K-HEPEFRTTEE:

Verifying whether value of work has been
reasonably recognised as contract revenue
including variations in contract work, by
performing the following procedures on a sample
basis:
MHEERAT T EFUERIRREERSS
ERMERAREGOBA(BEEHNIENES)

(1) Checking to the latest certificates issued by
the independent surveyors before year end
date for the verification of the value of work
already performed during the year;

() BHBEVRASMPEARIRLE 2 &FER
EUNEREFEACRETIRZEE:

(2)  Checking to the certificates issued by the
independent surveyors subsequent to year
end date, to verify the uncertified work
before year end has been subsequently
certified by the independent surveyors; and

) EHBUASMREAEBRTHZEZRE
NEZREREIARAEZIEEREEE A
EAMZEZIR: &

Evaluating the reasonableness of the
management’s estimated gross profit margins by
taking into account the gross profit margins of
similar projects of the Group, on a sample basis,
to identify and investigate if there is any
significant difference.

AEEREGFFENENEGERE  HERUM
BEAZERBEAENEMNE  UBHEAER
BEEMERER-
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Key audit matters

BREEZEER

How our audit addressed the key audit matters

EECERNMERBERELRER

Impairment assessment of trade receivables and contract assets

B ZEWHKERE X B E /6 EF S

We identified the impairment assessment of trade
receivables and contract assets as a key audit matter
due to the significance of these balances to the
consolidated financial statements as a whole, and the
use of judgment and estimates by management in
assessing the recoverability of trade receivables and
contract assets.
EEBHESRUFBERENEENRMEN G AR
EZEE RARER T ZEARURMBRERE
BEX ERAHEZERRFELENEETREEE
By {5 PR A ) T K 5T e

As disclosed in notes 17 and 15 to the consolidated
financial statements, trade receivables and contract
assets of the Group carried at HK$47,597,000 and
HK$38,604,000 respectively as at 31 December 2018.
WA E B REMF17TRISHAEE R —NF
+TZA=+—H E5ENEBIEKRFBEREHNE
ERMEE D B £47,597,000/% 7T 138,604,000/ 7T °

As set out in note 4 to the consolidated financial
statements, in determining the impairment losses on
trade receivables and contract assets, the management
assessed individually based on the Group’s historical
default rates taking into consideration forward-looking
information which involve estimation and significant
judgement.

MR A B HRRMTATE - BEXE H R WA R
BREENREEBEER EREBEAREAREUEBER
EOTREBAERNNAEEETR  ETBLF
- BBEEDER E£ENELENE  Edst
Kowp B At & B 88 K #) 69 A BE 1 & R o

Our procedures in relation to impairment assessment of
trade receivables and contract assets included:
EEHESRPUFALEGNEENRENENEFE
tC

o Understanding the management’s process of
assessing the recoverability of trade receivables
and contract assets;

. THREBBHESRWITIALAS LN EER W E #
S ERER

o Assessing the appropriateness of the expected
credit losses (“ECL") adjustment made by the
Group as at 1 January 2018 on initial adoption of
HKFRS 9;

. At EERBER-_T-N\F-RA-—HEREMNE
BMBREENFIRRIELNTEREEEHE (R
HEEBREDABRNEERE

o Assessing the reasonableness of impairment
recognised by examining the information used by
management to form such judgements, such as
checking the accuracy of the aging analysis of
trade receivables and contract assets to the
payment certificates or completion certificates
issued by the customers, respectively, on a sample
basis;

e THAEHRBENGERE HEAREEEE
TEHBRAE TR ER - flamA T AR
EPZELNNRERTHE  DAlEEHEK
TEREHNEENRK O ITERE

o For individually assessed ECL, assessing the
estimated loss rates with reference to the
individual customers’ historical observed default
rates and checking the settlement history and
changes in the forward-looking information;

. HERFENTEREEBREMS  FHEALL
X -ER2ZEANEFONELAHEREOXLE
HENESE RATELEER
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Key audit matters

GE A

How our audit addressed the key audit matters

EECERNMERBERELRER

Impairment assessment of trade receivables and contract assets (Continued)
B 5 ENFIERE ) EE R EEF G (&)

o Testing the subsequent settlements of credit
impaired trade receivables and contract assets, on
a sample basis, to cash receipt and bank
remittance; and

e HREWRSLERITENR HEAABLREE
BENEZERRFEALRENEENEEEN R

° Evaluating the disclosures regarding the impairment
assessment of trade receivables in note 26 to the
consolidated financial statements.

. M EBERE M BHRERN 26 EE 5 B IWKIA
BEFEMEEZEER -

Hh & R

Other Information

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’'s report
thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We
have nothing to report in this regard.

ERAREFAHEMBERAERLT - HMME
HERFRTAEENER  ETEEEE
MBERELBESFRSLBELOZBENRS

EEHEAMBRRFENERY RRER
MEMBEESE T HEMEMNBEREMNTZAN

I Jo A
BT o

RESERGAMBRRME  BENEE
EHEEMEN URKMEBEMENES
HEAMBRRABFEERBRETETN
BREFEEEANT  UFEFEERHERR
e EESENC RO TIERAZEM
ERHABERERRL EFEREZXE
E-EERMTBEMEEREARS -
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Responsibilities of Directors and Those
Charged with Governance for the
Consolidated Financial Statements

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

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

Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these
consolidated financial statements.

EERERENGRAMBEHEREA
EAENEME

BERRERAEREBGHMAGRMZE
BUBREEINRBERRGIZHER
EoREREAFLHEEMAA 2 246
MBEHR IREEBRLFZAMERE
IR AV HRE BB FHERKIFHL
HARMEH s EBRBRRA -

EREGAVBERERE EFABEF
i BERENFERLERN IHRERSE
KEFENER(WMER) - BKRIFEFHE
# EREFHE HIFILEE KU
WEHEMBERAITORE  SRHESRERE
URBERERERNEA - B RBRRE
B EEEYBHEAENEME-

BRBARERREMBRRAR
ENEE

EENERRAEREERR LEAMB®MK
EENFEHRNRFFRERMERNE A
RRATHFHBSEFIEAERYE HTZ
EROZBENRE Rtz REZER
BEGR AmERTAREEMLRE - F
ErNGRABENARTREMEMALE £
IEREERNET A EBEBESERAOK
& ETERERBEEERBEAETNS
RERXR - BAHERRAFERBEER - 7
AR BRI AR BREF S g AR 0 W E B S B B
BEEHELTAZEERERBLEAMS
WRAFDHEERTER - R ASERERR
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

ERIRBEERBENETERZ 29
SEREXAB TN EEFZBREFT

LR FER

4%‘ il

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

Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group's internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Rl KRG A G A IR B BRF
B8 5R T B B B O S SRR L g
F’Elit—%ﬂ RRAT kBT EREN &

BrRENE r‘%ﬁ EBEREENER
?IT/\EW R EGE S Enﬁ%%i%‘
s o zii)%‘aéa%ﬁﬁ%?’ﬁﬁfﬁ%

R EB R I - B R AR B IR B UL AE A Y
K B AR PR i [ g K A ?XEEEEEA%
AMmERMERERRARRES -

SRAREEZEENANIIES
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ER o
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EFetAE IR ERESAE -
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o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

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

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

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

resulting

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

13 March 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
REREBEREMEZERER

For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

2018 2017
—E-N\HF —E—tF
NOTES HK$'000 HK$'000
k3 FTER FAET
Revenue W g 5 200,635 166,082
Cost of services PR 75 Bk 7R (162,301) (133,513)
Gross profit E 7 38,334 32,569
Other income E At e A 6 360 535
Impairment losses REEE 7 (372) —
Administrative expenses THRAX (17,285) (13,567)
Listing expenses FmHEX (7,126) (11,310)
Finance costs B 75 Bk AR 8 (872) (197)
Profit before tax B 54 A& A 9 13,039 8,030
Income tax expense FrisfHA X 10 (2,899) (2,819)
Profit for the year F W 10,140 5,211
Other comprehensive expense for 4 A H 2 M X
the year
Item that may be reclassified HEAEEN D HE
subsequently to profit or loss: BammyEE -
Exchange differences arising on MEBINEBEE
translation of a foreign B ME 3 Z 58
operation (620) (36)
Total comprehensive income FAZEWREE
for the year 9,520 5,175

Basic earnings per share (HK cents) & f% # 78 2 F) GE Al 13 1.84 1.23
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e M BARR R

As at 31 December 2018 W=Z—\F+=-A=+—H

2018 2017
—e-NF i
NOTES HK$'000 HK$'000
ik:3 FET FET
Non-current assets IERBEE
Plant and equipment 28 & 2% 14 1,317 186
Deferred tax assets R IEE E 24 782 —
2,099 186
Current assets MBEE
Contract assets AERNEE 15 38,604 —
Amounts due from customers for EWERFAEHNTIRE
contract works PIE 16 — 10,234
Trade and other receivables, deposits B 5 & H YR
and prepayments B EekBER
WA 17 49,382 40,617
Pledged and restricted bank deposits B R RS RTT
& 8 12,330 5,725
Bank balances and cash RITHEH LR 18 28,183 17,284
128,499 73,860
Current liabilities mBBE
Amounts due to customers for ERNEFPEHIR
contract works PIE 16 — 4,422
Trade and retention payables B SRENRER
RE S 19 23,657 14,554
Other payables and accrued expenses — H fth JiE {5 FX I8 & & 51
BH 20 4,783 5,437
Amounts due to related companies JE 5 B B A R RUIE 21 4,834 5,041
Tax payable FER R IR 2,802 3,338
Bank overdraft — secured WITEX — BEM 18 — 72
Bank borrowing AT N 22 13,138 19,485
49,214 52,349
Net current assets MBEEFE 79,285 21,511
Total assets less current liabilities BERLBRABDER 81,384 21,697
Non-current liability ERBAE
Deferred tax liabilities REMBEEE 24 730 —
Net assets BEFE 80,654 21,697
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
fRE MBI LR

As at 31 December 2018 R=ZT—N\F+=-A=+—H

2018 2017
—2-NF —E—tF
NOTES HK$'000 HK$'000
b FET FAET

Capital and reserves IR A I &
Share capital % 75 23 5,740 8
Reserves E 74,914 21,689
80,654 21,697

The consolidated financial statements on pages 75 to 187 were $75F F187EMGANBRROEEET S
approved and authorised for issue by the Board of Directors on RZ-ZT—AF=ZA+ZBH# & RREREL

13 March 2019 and are signed on its behalf by: BUATATREZESZ:
Chung Chi Keung Lai Suk Fan EER BRF

DIRECTOR DIRECTOR o EZE

77
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

Exchange
Share Share translation Capital Other Retained
capital premium reserve reserve reserve profits Total
BRA& RBEE NERE EXGE B e REBEF @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FHET FET FET FHET
(Note)
(Hit)
At 1 January 2017 R=F—+F—H—-H 7 22,959 (121) — (12,941) 40,942 50,846
Profit for the year FREF — — — — — 5211 5211
Exchange differences arising on REGNEBELNELZS
translation of a foreign operation — - (36) — — — (36)
Total comprehensive (expense) income for F R 2@ (B %) KE B8
the year — — (36) — — 5211 5,175
Issue of shares by the Company (Note 23) AR R E TR 15 (41i£23) 1 14,999 — — — — 15,000
Dividends declared and settled (Note 12) B 5 & k¥ I8 (4£12) — (37,946) — 11,676 — (23,054) (49,324)
At 31 December 2017 RZZ—+tE+-RA=1+—H 8 12 (157) 11,676 (12,941) 23,099 21,697
Adjustments (see Note 2) RBEAMH2) — — - — — 2,570 2,570
At 1 January 2018 (restated) RZZ-NE-A—-R(KE3) 8 12 (157) 11,676 (12,941) 25,669 24,267
Profit for the year EREF — - — — - 10,140 10,140
Exchange differences arising on REBNEBEENELER
translation of a foreign operation — — (620) — — — (620)
Total comprehensive (expense) income for R 2 (Fix) WzE# %
the year — — (620) — — 10,140 9,520
Capitalisation issue of shares (Note 23) B R{L BT A (415223) 4,297 (4,297) - - - - -
Issue of shares by public offering and EBNREERRERTRE
placing (the “Share Offer”) (Note 23) (TRGBBE])H#23) 1,435 53,095 - — — - 54,530
Costs incurred in connection with RBITARRARN E A KKK
issue of shares of the Company — (7,663) — — — — (7,663)
At 31 December 2018 RZZ-NE+ZA=1+—-H 5,740 41,147 (777) 11,676 (12,941) 35,809 80,654
Note: The other reserve represents the difference between the share capital 77 @ EffEHERE-S—<"F+=-A=1+N\AH

of Wing Fung Engineering (H.K.) Limited (“Wing Fung HK") and Botop
Engineering (Macau) Limited (“Botop Macau”) at the dates on which
they were acquired by the Company and the Company’s direct wholly
owned subsidiary, respectively, and the nominal value and share
premium of the newly issued share capital of the Company for the
acquisition of Wing Fung HK, pursuant to the reorganisation
completed on 28 December 2016.

TRWER KETR(BFB)ERARN(RE
BEDLERTRCOEM) —ABRARE
EPRFID DB N WARBRARREE2E
MEARKEEAORAERRFHETR
AAWBERERENEEL RN G ERZE
HZEHE
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERETRER

For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

2018 2017
—E-N\HF —EF—tF
HK$'000 HK$'000
FTER FAT
Operating activities D)
Profit before tax Bk %5 AT g A 13,039 8,030
Adjustments for: P
Impairment losses VERIEN i 372 —
Depreciation of plant and equipment WS R EITE 219 51
Loss on write-off of plant and MiE s R AR B 1A
equipment 20 4
Interest expense FMERX 872 197
Interest income B A (281) (18)
Operating cash flows before movements in & E & & E R AL EIH
working capital EME 14,241 8,264
Increase in contract assets BHEEEM (8,878) —
Changes in amounts due (to) from f(1ﬁ)4&%}56\?71?” =
customers for contract works 15 & &) — (7,021)
(Increase) decrease in trade and other B NEMEIWERIE 1%
receivables, deposits and prepayments & RTE FRIE ()
V-8 (30,512) 5,487
Increase in trade and retention payables ‘& 5 & Z I N JE R &
il 9,239 2,589
(Decrease) increase in other payables and  E {th J& {~f 318 & fE =+ &
accrued expenses CRi) 1 n (695) 3,803
Decrease in amounts due to related FE SRR A B R IE R
companies (142) (3,653)
Cash (used in) generated from operations #&%& (FTA)FIBR & (16,747) 9,469
Income tax paid EAEH (3,981) (4,644)
Net cash (used in) generated from LEEE(FTA)MEIRS
operating activities pex=E! (20,728) 4,825
Investing activities KEEH
Placement of pledged and restricted F e EH &R G R
bank deposits TFER (7.822) (5,725)
Release of pledged and restricted bank fR kR B IR R R
deposits |ITHF R 1,217 —
Additions to plant and equipment NEHERRE (1,371) (134)
Interest received 2R & 277 16
Net cash used in investing activities KREFSMARESFE (7,699) (5,843)
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CONSOLIDATED STATEMENT OF CASH FLOWS
FERERER

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

2018 2017
—E2-N\F —E—tF
HK$'000 HK$'000
TER FAT
Financing activities A& S &
Proceeds from the issue of shares by FERRDEEZETRG
Share Offer Z P55k 54,530 —
Share issue cost paid BB B TR (7,663) —
Repayment of a bank borrowing BRRITEE (6,347) (515)
Interest paid BEFIE (812) (110)
New bank borrowing raised ERITEE — 20,000
Issue of shares BITRGD — 15,000
Dividends paid 2ERERE — (28,616)
Repayment to a shareholder of the MEZERAR—RERE
holding company BN — (81)
Net cash from financing activities MEEHFEIRE FE 39,708 5,678
Net increase in cash and cash equivalents ¥R & &I 4 2 E Y18 N
FFR 11,281 4,660
Cash and cash equivalents at beginning of £# 2R & RELZEY
the year 17,212 12,573
Effect of foreign exchange rate changes INEEREFFE (310) (21)
Cash and cash equivalents at end of FRzZESRBESZEY
the year 28,183 17,212
Cash and cash equivalents at end of the FARZEENREZE
year, represented by: B 1 -
Bank balances and cash SRITEBR KRS 28,183 17,284
Bank overdraft RITEX — (72)

28,183 17,212
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R M

For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

General

Wing Fung Group Asia Limited (the “Company”) was
incorporated as an exempted company with limited liability
in the Cayman Islands under the Companies Law Chapter
22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands on 29 September 2016 and its shares are
listed on GEM of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 27 February 2018. The
address of the Company’s registered office is PO Box 309,
Ugland House, Grand Cayman, KY1-1104, Cayman Islands
and the principal place of business is Units 13 & 14, 9th
Floor, Worldwide Industrial Centre, 43-47 Shan Mei Street,
Fotan, the New Territories, Hong Kong. The Company’s
immediate and ultimate holding company is Wing Fung
Capital Limited, a private company incorporated in the
British Virgin Islands (the “BVI").

The Company is an investment holding company and its
subsidiaries are principally engaged in the provision of
supply, installation and fitting-out services of mechanical
ventilation and air-conditioning (“MVAC") system for
buildings.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$"), which is the same as the
functional currency of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

2. Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs")

New and Amendments to HKFRSs that are mandatorily
effective for the current year

The Group has applied the following new and
amendments to HKFRSs issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") for the first
time in the current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers
and the related Amendments

HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance
Consideration

Amendments to Classification and Measurement of Share-
HKFRS 2 based Payment Transactions
Amendments to Applying HKFRS 9 Financial Instruments
HKFRS 4 with HKFRS 4 Insurance Contracts
Amendments to As part of the Annual Improvements to
Hong Kong HKFRSs 2014-2016 Cycle
Accounting
Standard
("HKAS") 28
Amendments to Transfers of Investment Property
HKAS 40

Except as described below, the application of the new and
amendments to HKFRSs in the current year has had no
material impact on the Group’s financial performance and
positions for the current and prior years and/or on the
disclosures set out in these consolidated financial
statements.
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For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1

HKFRS 15 Revenue from Contracts with
Customers

The Group has applied HKFRS 15 for the first time in
the current year. HKFRS 15 superseded HKAS 18
“Revenue”, HKAS 11 “Construction Contracts” and
the related interpretations.

The Group has applied HKFRS 15 retrospectively with
the cumulative effect of initially applying this
standard recognised at the date of initial
application, 1 January 2018. Any difference at the
date of initial application is recognised in the
opening retained profits and comparative information
has not been restated. Furthermore, in accordance
with the transition provisions in HKFRS 15, the
Group has elected to apply the standard
retrospectively only to contracts that are not
completed at 1 January 2018. Accordingly, certain
comparative information may not be comparable as
comparative information was prepared under HKAS
18 "“Revenue” and HKAS 11 “Construction
Contracts” and the related interpretations.

The Group recognises revenue from the following

major sources which arise from contracts with
customers:

° Revenue from construction contracts

Information about the Group’s performance
obligations and the accounting policies resulting
from application of HKFRS 15 are disclosed in notes
5 and 3 respectively.

ERFTREETEEHE
%P (BEEHBREE
81 1) (480)

RAEAFEBRBERNHITREBITE
B R 3% 8 X R ()

2.1 EBUBHEEREISEEFS

AEERAFEEERKAEEM
B E LR E155 - EEM KR
SEAFISSHEMATHEGE
AIF185k Wz - BB G ER
FIR[EZREQ]I REERE -

AEECERERBETBRS
ERNFE155E - RARERZ AR
MEAZERERAEABEH-F
—NFE-—A—BER - BXER
BHINEMZ RN FIRE G A
KW EEFLLEER - th o) 1R
BERBVBEREEANF15HANE
BARY > REBEREHYN-F
—NE-—A-—HHKRTKHE L
Bl MMz ERl - At BT
REMT—EAERLE AR
HRERTDRBER LG ERE
18%% [ et | R BB GFHERE
RIBESDIUREERER
8o

AEBERNA T E2RFHERKE
BEPA#HM W

e REREAMNMNKE
AEEREERBEYHRESE

AIFSEMBEORE TR G EE
B R Bl BB N ES &3 -

83



SHERLDH

84 HREKEHE
—ZE— ﬁﬁ#h’z

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

2. Application of new and amendments to 2.

Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1 HKFRS 15 Revenue from Contracts with
Customers (Continued)

Summary of effects arising from initial application of
HKFRS 15

The following table summarises the impacts of
transition to HKFRS 15 on retained profits at 1
January 2018.

ERMIREETEBYH
SEAN(ERMBREE
IJJ)(II\E)

REAFEBRBERNHITREBITE
78 Bt 3% R o5 % A ()

2.1 BEBUBHEENEISEEFES
Hy U 2% (48)

BAREREEYFHHREERES
R ZEGE

TREMLBEEBR BV ERERE
IS E N —F —)\i—ﬂ -
HEREB RO E

HK$’'000
FTET

Retained profits REB & F
Recognition of construction costs MR ER AR 4,422
Tax effects M2 (730)
Impacts at 1 January 2018 RZZE-NF—-—HA—-—HBOEE 3,692

The following adjustments were made to the
amounts recognised in the consolidated statement of
financial position at 1 January 2018. Line items that
were not affected by the changes have not been
included.

BEH_FT-NF-A—RZUH
Hkﬂi%ﬁ@wZﬁ%’E EHIA T
BE-MRANEEINREHTE
AT EHWAA
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For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1

HKFRS 15 Revenue from Contracts with
Customers (Continued)

Summary of effects arising from initial application of

HKFRS 15 (Continued)

FERFET RAEET BRI
EEAA(TEEMBREE
81 1) (%)

RAEFEBREERNHITREBITE
B B 3% 8 2 R ()

2.1 EBUBHREERFISHEFS
AU 5% ()

BRERAEENHHEERE]S
ReyZERE (E)

Carrying Carrying
amounts amounts
previously under
reported at Impacts HKFRS 15 at
31 December of adopting 1 January
2017 HKFRS 15 2018*
R=ZZE-N\F
EATR —A—BRE
—E—+tF EMEBYYE FEUBREG
TZA=+—H HMEERAE15 ERIHI5HEE
2HRVEEE FHEE HEHNWEREE*
Note HK$'000 HK$'000 HK$'000
i FAET FAET FAET
Contract assets EHEE (a), (b) — 30,357 30,357
Amounts due from EREPF &L IENIE
customers for contract
works (a) 10,234 (10,234) —
Trade and other B 5 I H h fE WRIE
receivables, deposits Be RIEMNRIE
and prepayments (b) 40,617 (20,123) 20,494
Amounts due to ENEPE&AHIENRIE
customers for
contract works (a) (4,422) 4,422 —
Deferred tax liabilites — #EIEFIEHE E (a) — (730) (730)
Retained profits R 4 A (23,099) (3,692) (26,791)
* The amounts in this column are before the adjustments * AR EARERBEV KRS

from application of HKFRS 9.

RERIESRAME L FEANSHE -
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For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

2. Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1 HKFRS 15 Revenue from Contracts with
Customers (Continued)

Summary of effects arising from initial application of
HKFRS 15 (Continued)

Notes:

(a) In relation to construction contracts previously accounted
under HKAS 11, the Group continues to apply output
method in estimating the performance obligations
satisfied up to the date of initial application of HKFRS
15. HK$10,234,000 and HK$4,422,000 of amounts due
from/to customers for contract works were adjusted to
retained profits.

(b) At the date of initial application, retention receivables of
HK$20,123,000 previously included in trade and other
receivables, deposits and prepayments were reclassified
to contract assets.

The following tables summarise the impacts of
applying HKFRS 15 on the Group's consolidated
statement of financial position as at 31 December
2018, its consolidated statement of profit and loss
and other comprehensive income and consolidated
statement of cash flows for the current year for each
of the line items affected. Line items that were not
affected by the changes have not been included.

ERHATIREETERME
EEA(EEBMBREE
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REFERFERNHITREETE
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2.1 BBUBHEERFEISHEFE
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For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Application of new and amendments to

Hong Hong financial reporting standards
(“HKFRSs") (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1 HKFRS 15 Revenue from Contracts with
Customers (Continued)

Summary of effects arising from initial application of
HKFRS 15 (Continued)

Impact on the consolidated statement of financial

FERFET RAEET BRI
EEA(TEEMBREE
]I 1) (%)

RAEFEBREERNHITREBITE
B B 3% 8 5 2 R ()

2.1 BERUBHEEREISHEFE
AW a5 (E)

BREREEYHHEERE]S
TR ZEE (E)

HEAMBMRRRNTE

position
Amounts
without
application
As reported Adjustments of HKFRS 15
KRERBBH
BREERE
FEH AE ISENESE
Note HK$'000 HK$'000 HK$'000
ok FET FET FET
Contract assets EHEE (a), (b) 38,604 (38,604) —
Amounts due from customers JEIE P & 4
for contract works TiRRHmE (a) — 20,626 20,626
Trade and other receivables, & 5 K H it fiE I
deposits and prepayments KRB EER
BT B (b) 49,382 22,368 71,750
Amounts due to customers JERRTEFE A%
for contract works TR AE (a) — (2,195) (2,195)
Tax payable FE TR I8 (a) (2,802) (420) (3,222)
Deferred tax assets FEIEFIE & E (a) (730) 730 —
Retained profits R E R H (35,809) (2,505) (38,314)
Notes: o
(a) In relation to construction contracts previously accounted (a) MARBRBEEFE S ERE 115

under HKAS 11, the Group continues to apply output
method in estimating the performance obligations
satisfied upon the application of HKFRS 15.
HK$16,236,000 of amounts due from customers for
contract works were reclassified to contract assets. In
addition, HK$4,390,000 of amounts due from customers
for contract works and HK$2,195,000 of amounts due to
customers for contract works, respectively, were
adjusted to retained profits, and tax payable, deferred
tax liabilities after considering the corresponding tax
implications.

(b) Upon the application of HKFRS 15, retention receivables
of HK$22,368,000 previously included in trade and other
receivables, deposits and prepayments were reclassified
to contract assets.

ABEZRBREAY  RNEBEER
BB RS ERBISSREBEE
FHRESAGBAETRZBLOE
F-EUBEFAHIERE
16,236,000 TEEN D EEA
KEE - o Kt RBBRG
HEE BRREFPAHNIRIIE
4,390,000 T RIENTE AL
T #2 3 182,195,000/ 7t E » 7
FAEARBEMREMNTIE B
EFHEEE -

(b) FEABBHBIREEREISH
% B AE S RE B
18 - e RIER I 2 ERE
£22,368,0008 TEEFHEE
AEHEE-
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2. Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1

HKFRS 15 Revenue from Contracts with
Customers (Continued)

Summary of effects arising from initial application of
HKFRS 15 (Continued)

Impact on the consolidated statement of profit and
loss and other comprehensive income

ERHATIREETERME
EEA(EEBMBREE
81 1) (%)

REAFEBRBERNHITREBITE
78 Bt 3% R o5 % A ()

2.1 BEBUBHEENEISEEFES
Hy U 2% (48)

BAEREEYEHEGERFS
TR ZEGE (E)

Amounts

without

application

As reported Adjustments of HKFRS 15

KRERBBEH

BHREERE

T2 AR ISEENSEHE

HK$'000 HK$'000 HK$'000

FAT FAT FAT

Cost of services AR 7% A (162,301) 5,751 (156,550)
Gross profit E7 38,334 5,751 44,085
Profit before tax B 358 i A 13,039 5,751 18,790
Income tax expense FrEHAEX (2,899) (1,048) (3,947)
Profit for the year FE R A 10,140 4,703 14,843

Note: In relation to construction contracts previously accounted
under HKAS 11, the Group continues to apply output
method in estimating the performance obligations
satisfied upon the application of HKFRS 15.
Construction costs recognised and the related income
tax expense were adjusted.

Hrat - BRERMBRBEE ST ERNFE 115
ARZEEEY  KNEEEER
BRMBMEERE 1SR RAER
EREEEMIAE TR ZBEOE
£ EMRBEKRAKNRABREME
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Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.1 HKFRS 15 Revenue from Contracts with
Customers (Continued)

Summary of effects arising from initial application of
HKFRS 15 (Continued)

Impact on the consolidated statement of cash flows

FERFET RAEET BRI
EEAA(TEEMBREE
81 1) (%)

RAEAFEBRBERNHITREBITE
B R 3% 8 X R ()

2.1 EBUBHEEREISEEFS
A2 (48)

BREHEEYNBHEERFES
TR ZEE(E)

UmaRenBRNTE

Amounts

without

application

As reported Adjustments of HKFRS 15

RERBBEH

BHREERE

mER FAE ISRENSE

HK$'000 HK$'000 HK$'000

TAET TAET TAET

Operating activities KEEE

Profit before tax B 35 A& A 13,039 5,751 18,790
Operating cash flows before HEBESEHALE

movements in working capital REeERE 14,241 5,751 19,992

Increase in contract assets AHEELM (8,878) 8,878 —
Changes in amounts due from (to) EWEF &L TRHE

customers for contract works =] — (12,619) (12,619)
Increase in trade and other 25 REAMEWHIE -
receivables, deposits and B RIEMRIEL M

prepayments (30,512) (2,010) (32,522)

Note: Consolidated statement of cash flows were adjusted
taken into account the impacts on the consolidated
statements of financial position and consolidated
statement of profit and loss and other comprehensive
income upon the application of HKFRS 15.

Bret : RETREREBM B REERE
155 EERA M BN R REE
ERkEMEERERZTER
EHiGaReRERFHALE -
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For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.2 HKFRS 9 Financial Instruments and the related

amendments

In the current year, the Group has applied HKFRS 9
“Financial Instruments” and the related
consequential amendments to other HKFRSs. HKFRS
9 introduces new requirements for (1) the
classification and measurement of financial assets
and financial liabilities, (2) expected credit losses
(“ECL") for financial assets and other items (for
example, contract assets) and (3) general hedge
accounting.

The Group has applied HKFRS 9 in accordance with
the transition provisions set out in HKFRS 9, i.e.
applied the classification and measurement
requirements (including impairment under ECL
model) retrospectively to instruments that have not
been derecognised as at 1 January 2018 (date of
initial application) and has not applied the
requirements to instruments that have already been
derecognised as at 1 January 2018. The difference
between carrying amounts as at 31 December 2017
and the carrying amounts as at 1 January 2018 are
recognised in the opening retained profits and other
components of equity, without restating comparative
information.

Accordingly, certain comparative information may not
be comparable as comparative information was
prepared under HKAS 39 “Financial Instruments:
Recognition and Measurement”.

Accounting policies resulting from application of
HKFRS 9 are disclosed in note 3.
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Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.2 HKFRS 9 Financial Instruments and the related
amendments (Continued)

Summary of effects arising from initial application of
HKFRS 9

The paragraphs below illustrates the classification
and measurement of financial assets subject to ECL
under HKFRS 9 and HKAS 39 at the date of initial
application, 1 January 2018.

Impairment under ECL model

The Group applies the HKFRS 9 simplified approach
to measure ECL which uses a lifetime ECL for its
contract assets and trade receivables. Except for
those which had been determined as credit impaired
under HKAS 39, contract assets and trade receivables
have been assessed individually. The contract assets
relate to unbilled work in progress and have
substantially the same risk characteristics as the trade
receivables for the same types of contracts. The
Group has therefore estimated the expected loss
rates for the trade receivables and the contract
assets on the same basis.

FERFET RAEET BRI
EEAA(TEEMBREE
81 1) (%)

RAEAFEBRBERNHITREBITE
B R 3% 8 X R ()

22 EBBHMBHREEAZIRHMET
ARWEEEE (&)

BAEREEYNTHGERFI
Ty E A

FXHBHHEER —F—/\F
—B— REREAE A REES
B 7 o5 2 R 0% R B AT
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2. Application of new and amendments to 2. ERAHFITIRKEEBITIETBHK
Hong Hong financial reporting EEA((ERAMBEREE
standards (“HKFRSs"”) (Continued) Al (&)

REAFEBRBERNHITREBITE
78 Bt 3% R o5 % A ()

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.2 HKFRS 9 Financial Instruments and the related 22 FBEHUBHEERFINHET

amendments (Continued)

Summary of effects arising from initial application of
HKFRS 9 (Continued)

Impairment under ECL model (Continued)

Upon the initial application of HKFRS 9, ECL for
other financial assets at amortised cost, including
pledged and restricted bank deposits, bank balances,
other receivables and deposits are assessed on
12-month ECL (“12m ECL") basis as there had been
no significant increase in credit risk since initial
recognition.

As at 1 January 2018, additional credit loss
allowance of HK$1,274,000 has been recognised
against retained profits. The additional loss
allowance is charged against the respective asset.
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Application of new and amendments to 2.
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.2 HKFRS 9 Financial Instruments and the related
amendments (Continued)

Summary of effects arising from initial application of
HKFRS 9 (Continued)

Impairment under ECL model (Continued)

All loss allowances, including contract assets and
trade receivables as at 31 December 2017 reconciled
to the opening loss allowances as at 1 January 2018
are as follows:

FERFTE] RAEMERT BRI
BEEHN(ERMBREE
81 1) (%)

RAEAFEBRBERNHITREBITE
B R 3% 8 X R ()

22 EBBHMBHREEAZIRHMET
ARWEEEE (&)

BAEREEYNTHGERFI
T E A (F)

REAHEEBREANEE
(&)

R-ZFB—tF+-A=1+—H®
FMEBERBRB(BEANEER
BHRWRIE)E —F— \F—
A-BWFOERBEEE RN
T~

Contract assets Trade receivables

BHEE B 5 EWKE

HK$'000 HK$'000
TERT TEx
At 31 December 2017 — HKAS 39 R-ZE—tH5+_H

=+—H — &Fg
A B 395 — —

Amounts remeasured through opening ¥ i F 4 {R B i | E 71T
retained profits ENEHE 358 916
At 1 January 2018 RZE-N\F—H—H 358 916
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For the year ended 31 December 2018 BE-ZT—N\F+-_A=+—HILFE

2. Application of new and amendments to 2. ERAHFITIRKEEBITIETBHK

Hong Hong financial reporting HEZEA((FERMBHREE
standards ("HKFRSs") (Continued) Al]) (&)
New and Amendments to HKFRSs that are mandatorily RAEFEBEHERNOFITIREEBITE
effective for the current year (Continued) BE KRS ZER (F)
2.2 HKFRS 9 Financial Instruments and the related 22 BEUBHEEERZIRHBET
amendments (Continued) AR IEE15ET (E)
Summary of effects arising from initial application of BAEREBHBEREERZEI
HKFRS 9 (Continued) 9t 5 E gtk (48)
Impairment under ECL model (Continued) BREEHEEBEERNRE
(%)
The following table summaries the impacts of TEREMBEEE BV BHRELE
transition to HKFRS 9 on retained profits at 1 Aoy — T —NF—H—H
January 2018. RBRNDZE -
HK$'000
FTER
Retained profits REE =T
Recognition of impairment loss WRBEEE (1,274)
Tax effects MmEw e 152

Impacts at 1 January 2018 RZE-NEF-—A-—BNEE (1,122)
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Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

2.3 Impacts on opening consolidated statement of
financial position arising from the application of
all new standards

As a result of the changes in the Group’s accounting
policies above, the opening consolidated statement
of financial position had to be restated. The
following table show the adjustments recognised for
each of the line items affected. Line items that were
not affected by the changes have not been included.

2. ERAHAIREBIBEEBYE
EEAA(TEEMBREE
81 1) (%)

RAEAFEBRBERNHITREBITE
B R 3% 8 X R ()

2.3 ERFEHERHFHNFEEHNTE
mEEGZE

P 2K S B 3 A B R
HENGAHBRAEAT B
5l - FRIIFHEEELEHEE
RRMEE - TEEMEHY Y
SEEERCEEIR

31
December 1 January
2017 HKFRS 15 HKFRS 9 2018

—2-tF ERUK
t=A BERR BEMB®R —T-N\F

=t+—H8 155 HERIER —R—H

HK$'000 HK$'000 HK$'000 HK$'000

FHET FHET FHET FHET

(Audited) (Restated)

(fe &%) (L E5)

Contract assets anEE — 30,357 (358) 29,999
Amounts due from customers for Y ERFEHIIRFIE

contract works 10,234 (10,234) — —

Trade and other receivables, deposits & 5 R EAEWHIE « £&

and prepayments LI HIE 40,617 (20,123) (916) 19,578

Deferred tax assets ELETHIBEEE — — 152 152
Amounts due to customers for ENEPAHIRNRE

contract works (4,422) 4,422 — _

Deferred tax liabilities BELEFIEEE — (730) = (730)

Retained profits R B i F (23,099) (3,692) 1,122 (25,669)

Note: For the purposes of reporting cash flows from operating
activities under indirect method for the year ended 31
December 2018, movements in working capital have
been computed based on opening consolidated
statement of financial position as at 1 January 2018 as
disclosed above.

Mt ERBEEZ_ZT—-NF+=-A
=t HLEFERERKITER
KERDABRERE 2EE
CEPERBLEXEEZ-F
—N\F—-A—BNHUEEHH%
RARETHE -
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2. Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs in issue but not yet
effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not

ERHATIREETERME
EEA(EEBMBREE
81 1) (%)

EEMENRERNHITREEBTE
B R 3% R 5 XAl

AEBIWRIEFEA T E BB R
REBMMFET REETBEMBRE

yet effective:
HKFRS 16
HKFRS 17

HK(IFRIC)-Int 23

Amendments to
HKFRS 3

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 1 and
HKAS 8

Amendments to
HKAS 19

Amendments to
HKAS 28

Amendments to
HKFRSs

Leases'
Insurance Contracts®

Uncertainty over Income Tax Treatments'

Definition of a Business*

Prepayment Features with Negative
Compensation’

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture?

Definition of Material®

Plan Amendment, Curtailment or Settlement’

Long-term Interests in Associates and Joint
Ventures'

Annual Improvements to HKFRSs 2015-2017
Cycle!

A

AT BmREER HE
E165%

BEBBREER REE R
F1758

A BBRSBEHR AESHETEENT
EREZE T E 1
g)— 28
235

BEMBREED EBHER
EEEACCHES)

BEBBREER BEEMNENRE
Fok (BEIA)  Ihew

EAEBREER KEEREBE QA
FI0EREAE HAEPEZEZ
B IEVED BEDE SR A
(BETA)

BRQTENE EANTES
FREBEBGRE
BI85 (15 7]
)

BB ENE19 FEEET - BRS%
S (BETA) BE

BEGFERFES BERAREEDLE
UACCHES) ZREBER

BEMBREEL BAVBRSENZ
(BETA) Z-—HFE-F

—tFREHCFE
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Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

New and Amendments to HKFRSs in issue but not yet
effective (Continued)

! Effective for annual periods beginning on or after 1 January

2019.

2 Effective for annual periods beginning on or after a date to be
determined.

3 Effective for annual periods beginning on or after 1 January
2021.

4 Effective for business combinations and asset acquisitions for

which the acquisition date is on or after the beginning of the
first annual period beginning on or after 1 January 2020.

> Effective for annual periods beginning on or after 1 January
2020.

Except for the new HKFRSs mentioned below, the directors
of the Company anticipate that the application of all other
new and amendments to HKFRSs will have no material
impact on the consolidated financial statements in the
foreseeable future.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the
basis of whether an identified asset is controlled by a
customer. In addition, HKFRS 16 requires sales and
leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of
the relevant asset should be accounted as a sale. HKFRS
16 also includes requirements relating to subleases and
lease modifications.

Distinctions of operating leases and finance leases are
removed for lessee accounting, and is replaced by a model
where a right-of-use asset and a corresponding liability
have to be recognised for all leases by lessees, except for
short-term leases and leases of low value assets.

ERFTREETEEHE
%P (BEEHBREE
81 1) (480)

CEMGENRERNHIREETE
B R 3% 8 X R ()

! RZE-NF-A-BRZEABEH
FEHBES-

? NEEERRR 2 RAKRNFEHE
ER

3 N-F_—F-A-HRXZRRABH
FEPHEE-

4 HEBBPEBHA-_T_TF—A—B%
ZRAMMEEFEHEDNH 2K
EBaHREERBEM -

s R_FE_FTF-A-HAHZ2RAKZ
FEARER -

B TR E R M S WmE ERISN K
RAEEBHRABERRRERME
Hip sl REET R AWM B HRE LR
BT EHRAMBRREXNERATE -

BERMBREENF16HHE]

EREMBHRESERE 165 REAHA
ARABANEE Z PR &5t EIE 3
A—EFRERA - EFEM B RS E
AlF16S A MR BB EAE
AIF175R R E | AR RE -

EREM B RS ER B 165 RIFAER
MEETERELPEMKRSEE R
RIEEH - UL o BEME G ER
FIRREERERARZRIEE LR
BHREERE ISR EMEEABEE
EERERBEEARNBEMETE
EREVBRESENEIGSRTEREE
DHEBEEHNBRTE -

RESREREEEEREN G
MERMEREEREFEARE
BRI - 3 el AR AR 5B T
5 7 82 00 P A E R AR B 5 B
AL -

97



EBMTNERA
2 — U

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

2. Application of new and amendments to

Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

HKFRS 16 Leases (Continued)

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurement of the lease
liability. The lease liability is initially measured at the
present value of the lease payments that are not paid at
that date. Subsequently, the lease liability is adjusted for
interest and lease payments, as well as the impact of lease
modifications, amongst others. For the classification of
cash flows, operating lease payments are presented as
operating cash flows. Upon application of HKFRS 16, lease
payments in relation to lease liability will be allocated into
a principal and an interest portion which will be presented

as financing cash flows by the Group.

Other than certain requirements which are also applicable
to lessor, HKFRS 16 substantially carries forward the lessor
accounting requirements in HKAS 17, and continues to
require a lessor to classify a lease either as an operating

lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS

16.

As at 31 December 2018, the Group had non-cancellable
operating lease commitments of HK$698,000 as disclosed
in Note 27. The directors of the Company do not expect
the adoption of HKFRS 16 as compared with HKAS 17
would result in significant impact on the Group’s result
but expected that the above operating lease arrangements
will meet the definition of a lease under HKFRS 16, and
hence the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases unless
they qualify for low value or short-term leases upon the

application of HKFRS 16.

The application of new requirements may result in changes
in measurement, presentation and disclosure as indicated

above.

ERHATIREETERME
EEA(EEBMBREE
81 1) (%)

ERMBHEEENE16RIEEI(H)

ERAREEVRBRANGE BERR
B CG& T BISMB SRR 9N $10R R 5H 4T
ENXREBIETE - SRt E R EHaT
ENHEEEMELAR -BEARE
N rEENRFEAXMN WERE
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Application of new and amendments to
Hong Hong financial reporting
standards (“HKFRSs"”) (Continued)

HKFRS 16 Leases (Continued)

In addition, the Group currently considers refundable
rental deposits paid of HK$172,000 as rights under leases
to which HKAS 17 applies. Based on the definition of lease
payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying
assets, accordingly, the carrying amounts of such deposits
may be adjusted to amortised cost. Adjustments to
refundable rental deposits paid would be considered as
additional lease payments and included in the carrying
amount of right-of-use assets.

The Group intends to elect the practical expedient to
apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-Int 4
"Determining whether an Arrangement contains a Lease”
and not apply this standard to contracts that were not
previously identified as containing a lease applying HKAS
17 and HK(IFRIC)-Int 4. Therefore, the Group will not
reassess whether the contracts are, or contain a lease
which already existed prior to the date of initial
application. Furthermore, the Group intends to elect the
modified retrospective approach for the application of
HKFRS 16 as lessee and will recognise the cumulative
effect of initial application to opening retained profits
without restating comparative information.

Significant accounting policies

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on GEM of The Stock Exchange of
Hong Kong Limited and by the Hong Kong Companies
Ordinance.

ERFTREETEEHE
%P (BEEHBREE
81 1) (480)

ERMBHEEENE16RIEEI(H)
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Significant accounting policies
(Continued)

The consolidated financial statements have been prepared
on the historical cost basis at the end of each reporting
period, as explained in the accounting policies set out
below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes
into account the characteristics of the asset or liability if
market participants would take those characteristics into
account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or
disclosure purposes in the consolidated financial
statements is determined on such a basis, except for
share-based payment transactions that are within the
scope of HKFRS 2 “Share-based Payment”, leasing
transactions that are within the scope of HKAS 17
“Leases”, and measurements that have some similarities to
fair value but are not fair value, such as net realisable
value in HKAS 2 “Inventories” or value in use in HKAS 36
“Impairment of Assets”.

The principal accounting policies are set out below:

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

o has power over the investee;

. is exposed, or has rights, to variable returns from its

involvement with the investee; and

o has the ability to use its power to affect its returns.
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Significant accounting policies
(Continued)

Basis of consolidation (Continued)

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from the
date the Group gains control until the date when the
Group ceases to control the subsidiary.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between
members of the Group are eliminated in full on
consolidation.

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2)

The Group recognises revenue mainly from construction
contracts and repair and maintenance service.

Under HKFRS 15, the Group recognises revenue when (or
as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the
particular performance obligation is transferred to the
customer.
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3. Significant accounting policies
(Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2) (Continued)

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

o the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

o the Group’s performance creates and enhances an
asset that the customer controls as the Group
performs; or

o the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for
performance completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.

A contract asset represents the Group’s right to
consideration in exchange for goods or services that the
Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only the
passage of time is required before payment of that
consideration is due.
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Significant accounting policies
(Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2) (Continued)

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the
Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to the
same contract are accounted for and presented on a net
basis.

Over time revenue recognition: measurement of
progress towards complete satisfaction of a
performance obligation

Output method

The progress towards complete satisfaction of a
performance obligation is measured based on output
method, which is to recognise revenue on the basis of
direct measurements of the value of the goods or services
transferred to the customer to date relative to the
remaining goods or services promised under the contract,
that best depict the Group’s performance in transferring
control of goods or services.
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3. Significant accounting policies
(Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2) (Continued)

Existence of significant financing component

In determining the transaction price, the Group adjusts the
promised amount of consideration for the effects of the
time value of money if the timing of payments agreed
(either explicitly or implicitly) provides the customer or the
Group with a significant benefit of financing the transfer
of goods or services to the customer. In those
circumstances, the contract contains a significant financing
component. A significant financing component may exist
regardless of whether the promise of financing is explicitly
stated in the contract or implied by the payment terms
agreed to by the parties to the contract.

For contracts where the period between payment and
transfer of the associated goods or services is less than
one year, the Group applies the practical expedient of not
adjusting the transaction price for any significant financing
component.
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Significant accounting policies
(Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2) (Continued)

Principal versus agent

When another party is involved in providing goods or
services to a customer, the Group determines whether the
nature of its promise is a performance obligation to
provide the specified goods or services itself (i.e. the
Group is a principal) or to arrange for those goods or
services to be provided by the other party (i.e. the Group
is an agent).

The Group is a principal if it controls the specified good or
service before that good or service is transferred to a
customer.

The Group is an agent if its performance obligation is to
arrange for the provision of the specified good or service
by another party. In this case, the Group does not control
the specified good or service provided by another party
before that good or service is transferred to the customer.
When the Group acts as an agent, it recognises revenue in
the amount of any fee or commission to which it expects
to be entitled in exchange for arranging for the specified
goods or services to be provided by the other party.
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3. Significant accounting policies
(Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2) (Continued)

Costs to fulfil a contract

The Group incurs costs to fulfil a contract in its
construction contracts. The Group first assesses whether
these costs qualify for recognition as an asset in terms of
other relevant standards, failing which it recognises an
asset for these costs only if they meet all of the following
criteria:

(@) the costs relate directly to a contract or to an
anticipated contract that the Group can specifically
identify;

(b)  the costs generate or enhance resources of the Group
that will be used in satisfying (or in continuing to
satisfy) performance obligations in the future; and

()  the costs are expected to be recovered.

The asset so recognised is subsequently amortised to profit
or loss on a systematic basis that is consistent with the
transfer to the customer of the goods or services to which
the assets relate. The asset is subject to impairment
review.

Revenue recognition (prior to 1 January 2018)

Revenue is measured at the fair value of the consideration
received or receivable.

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group and when
specific criteria have been met for each of the Group's
activities, as described below.
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Significant accounting policies
(Continued)

Revenue recognition (prior to 1 January 2018)
(Continued)

Interest income is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on
initial recognition.

Repair and maintenance service income is recognised when
services are provided.

The Group's policy for the recognition of revenue from
construction services is described in the accounting policy
for “construction contracts” below.

Construction contracts

When the outcome of a construction contract can be
estimated reliably, contract revenue and costs are
recognised by reference to the stage of completion of the
contract activity at the end of the reporting period,
measured based on the surveys of work performed to date
relative to the estimated total contract revenue. The
management of the Group would consider that such
method can be more representative of stage of completion
of contract activity after taking into account the actual
installation status of materials and measures reliably the
work performed by the Group. Variations in contract work
and claims are included to the extent that the amount can
be measured reliably and its receipt is considered
probable.

When the outcome of a construction contract cannot be
estimated reliably, contract revenue is recognised to the
extent of contract costs incurred that it is probable will be
recoverable. Contract costs are recognised as expenses in
the period in which they are incurred.

When it is probable that total contract costs will exceed
total contract revenue, the expected loss is recognised as
an expense immediately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Construction contracts (Continued)

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings, the
surplus is shown as amounts due from customers for
contract works. For contracts where progress billings
exceed contract costs incurred to date plus recognised
profits less recognised losses, the surplus is shown as
amounts due to customers for contract works. Amounts
received before the related work is performed are included
in the consolidated statement of financial position as a
liability, as advances received. Amounts billed for work
performed but not yet paid by the customer are included
in the consolidated statement of financial position under
trade and other receivables, deposits and prepayments.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified
as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on
a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset
are consumed.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis,
except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.
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Significant accounting policies
(Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

Retirement benefit costs and termination benefits
Pension schemes

Payments to defined contribution retirement benefit plans
and the Mandatory Provident Fund Scheme are recognised
as an expense when employees have rendered service
entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the service. All short-
term employee benefits are recognised as an expense
unless another HKFRS requires or permits the inclusion of
the benefit in the cost of an asset.

A liability is recognised in respect for benefits accruing to
employees (such as wages and salaries, annual leave and
sick leave) after deducting any amount already paid.

Termination benefits

Termination benefits are recognised at the earlier of when
the Group can no longer withdraw the offer of those
benefits and when the Group recognises restructuring
costs involving the payment of termination.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing at the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences on monetary items are recognised in
profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operation is translated into the presentation currency of
the Group (i.e. HK$) using exchange rates prevailing at the
end of each reporting period. Income and expenses items
are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly during
the year, in which case, the exchange rates prevailing at
the dates of the transactions are used.

Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity
under the heading of exchange translation reserve.
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Significant accounting policies
(Continued)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit before tax because
of items of income or expenses that are taxable or
deductible in other years and items that are never taxable
or deductible. The Group's current tax is calculated using
tax rates that have been enacted or substantively enacted
by the end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in
the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that
taxable profits will be available against which those
deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal of
the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments are
only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are
expected to reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax
rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is
a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities
on a net basis.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised in
other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the tax
effect is included in the accounting for the business
combination.
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Significant accounting policies
(Continued)

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any.
When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-
generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (or cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in
profit or loss.
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For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

Significant accounting policies
(Continued)

Plant and equipment

Plant and equipment including motor vehicles and
furniture and office equipment held for use in the
production or supply of goods or services, or for
administrative purposes are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and accumulated impairment
losses, if any.

Depreciation is recognised so as to write off the cost of
assets over their estimated useful lives, using the straight-
line method. The estimated useful lives and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

An item of plant and equipment is derecognised upon
disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an
item of plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the marketplace.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15 since 1 January 2018.
Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial
liabilities are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate,
on initial recognition.
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Significant accounting policies
(Continued)

Financial instruments (Continued)

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Financial assets
Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with

transitions in note 2)

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

o the contractual terms give rise on specified dates to

cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at fair value through other
comprehensive income:

. the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling; and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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3. Significant accounting policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in note 2) (Continued)

All other financial assets are subsequently measured at fair
value through profit or loss, except that at the date of
initial application/initial recognition of a financial asset the
Group may irrevocably elect to present subsequent
changes in fair value of an equity investment in other
comprehensive income if that equity investment is neither
held for trading nor contingent consideration recognised
by an acquirer in a business combination to which HKFRS
3 "Business Combinations” applies.

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount of
a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the
financial asset from the next reporting period. If the credit
risk on the credit-impaired financial instrument improves so
that the financial asset is no longer credit-impaired,
interest income is recognised by applying the effective
interest rate to the gross carrying amount of the financial
asset from the beginning of the reporting period following
the determination that the asset is no longer credit
impaired.
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Significant accounting policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2)

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under HKFRS 9
(including trade receivables, contract assets, and other
financial assets at amortised cost). The amount of ECL is
updated at each reporting date to reflect changes in credit
risk since initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the
relevant instrument. In contrast, 12m ECL represents the
portion of lifetime ECL that is expected to result from
default events that are possible within 12 months after the
reporting date. Assessment are done based on the Group’s
historical credit loss experience, adjusted for factors that
are specific to the debtors, general economic conditions
and an assessment of both the current conditions at the
reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for trade
receivables and contract assets. The ECL on these assets
are assessed individually.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with the
risk of a default occurring on the financial
instrument as at the date of initial recognition. In
making this assessment, the Group considers both
guantitative and qualitative information that is
reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

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

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

o existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the
debtor’s ability to meet its debt obligations;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR B B RS R M A

For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Significant accounting policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(i)

Significant increase in credit risk (Continued)

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

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to
meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the credit risk
has increased significantly since initial recognition
when contractual payments are more than 30 days
past due, unless the Group has reasonable and
supportable information that demonstrates
otherwise.

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before
the amount becomes past due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(ii)

(iii)

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more
than 90 days past due unless the Group has
reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events of default that have a detrimental
impact on the estimated future cash flows of that
financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable
data about the following events:

(@) significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past
due event;
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For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Significant accounting policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(ii)

(iv)

Credit-impaired financial assets (Continued)

(c)  the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider; or

(d) it is becoming probable that the borrower will
enter bankruptcy or other financial
reorganisation.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are over
three years past due, whichever occurs sooner.
Financial assets written off may still be subject to
enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. Significant accounting policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(v)

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows
that the Group expects to receive, discounted at the
effective interest rate determined at initial
recognition.
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Significant accounting policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

v)

Measurement and recognition of ECL (Continued)

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortised cost
of the financial asset.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by
adjusting their carrying amount, with the exception
of trade receivables and contract assets where the
corresponding adjustment is recognised through a
loss allowance account.

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January 2018)

Financial assets are classified as loans and receivables. The
classification depends on the nature and purpose of the
financial assets and is determined at the time of initial
recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

Significant accounting policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including trade and other
receivables and deposits, pledged and restricted bank
deposits and bank balances and cash) are measured at
amortised cost using the effective interest method, less any
impairment.

Interest income is recognised by applying the effective
interest rate, except for short term receivables where the
recognition of interest would be immaterial.

Impairment of financial assets (before application of HKFRS
9 on 1 January 2018)

Financial assets are assessed for indicators of impairment
at the end of each reporting period. Financial assets are
considered to be impaired when there is objective
evidence that, as a result of one or more events that
occurred after the initial recognition of the financial assets,
the estimated future cash flows of the financial assets
have been affected.
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For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Significant accounting policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of HKFRS
9 on 1 January 2018) (Continued)

Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade
receivables, assets are assessed for impairment on a
collective basis even if they were assessed not to be
impaired individually. Objective evidence of impairment for
a portfolio of receivables could include the Group's past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit periods, observable changes in national or
local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount
of impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.

The carrying amount of the financial assets is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited
the allowance account. Changes in the carrying amount of
the allowance account are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of HKFRS
9 on 1 January 2018) (Continued)

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was
recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the
carrying amount of the financial asset at the date the
impairment is reversed does not exceed what the
amortised cost would have been had the impairment not
been recognised.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in
accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct issue
costs.

Financial liabilities at amortised cost

Financial liabilities, including trade and retention payables,
other payables, amounts due to related companies, bank
overdraft and bank borrowing, are subsequently measured
at amortised cost, using the effective interest method.
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For the year ended 31 December 2018 #HZE—ZT—)/\GF+-A=+—HILFE

Significant accounting policies
(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)
Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails
to make payment when due in accordance with the terms
of a debt instrument.

Financial guarantee contracts issued by the Group are
initially measured at their fair values and are subsequently
measured at the higher of:

(i) the amount of obligation under the contract, as
determined in accordance with HKFRS 9 (since 1
January 2018)/HKAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” (before application
of HKFRS 9 on 1 January 2018); and

(i) the amount initially recognised less, where
appropriate, cumulative amortisation recognised over
the guarantee period.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise its retained interest in the asset and
an associated liability for amounts it may have to pay.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

For the year ended 31 December 2018 HEZZT—/\F+-_A=+—HILFE

3. Significant accounting policies
(Continued)

Financial instruments (Continued)
Derecognition (Continued)

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable is recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.

4. Key sources of estimation uncertainty

In the application of the Group’s accounting policies,
which are described in Note 3, the directors of the
Company are required to make estimates and assumptions
about the carrying amount of assets and liabilities that are
not readily apparent from other sources. The estimates
and associated assumptions are based on historical
experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

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

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period that may have a
significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year:
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4. Key sources of estimation uncertainty
(Continued)

(a)

Revenue and profit recognition of construction
contracts

The Group recognises contract revenue and gross
profit of construction contracts by reference to the
progress towards complete satisfaction of a
performance obligation at the end of the reporting
period, measured based on the surveys of work
performed to date relative to the total contract
revenue with reference to payment certificates as
certified by independent surveyors appointed by
customers in relation to the work completed by the
Group.

Recognised amounts of contract revenue and related
contract assets and receivables reflect management'’s
best estimate of each contract’s outcome and value
of works completed, which are determined on the
basis of a number of estimates. This includes the
assessment of the profitability of on-going
construction contracts. For more complex contracts
in particular, costs to complete and contract
profitability are subject to significant estimation
uncertainty. The actual outcomes in terms of total
cost or revenue may be higher or lower than
estimated at the end of each reporting period, which
would affect the revenue and profit or loss
recognised in future years as an adjustment to the
amounts recorded to date.
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ZBEBYAEMRAEETRZ T
BREZNRER -

BHREMABANEENRE
WHRANCHERSERREEE
HEAHWERIETKITIZEE
M&EMRF HRZAMGE
o BRHETHTREEANET
NG - ABME  4RK
BREAH  THREONKARE
BT BENEURN B AT THE
EREE - BRAK KBRS
RABESNIER T REHRD
et KMIERESEHRSEN
HERFERRFEERN G K
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4. Key sources of estimation uncertainty
(Continued)

(b)

Impairment assessment of trade receivables and
contract assets

Prior to the adoption of HKFRS 9 on 1 January
2018, when there is objective evidence of
impairment loss, the Group takes into consideration
the estimation of future cash flows. In determining
the impairment loss, the management considers the
credit history including default or delay in payments,
settlement records, subsequent settlements and aging
analysis of trade receivables and retention
receivables. The amount of the impairment loss is
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the
effective interest rate computed at initial
recognition). Where the actual future cash flows are
less than expected, a material impairment loss may
arise. As at 31 December 2017, the carrying amount
of trade receivables was HK$15,863,000, and the
carrying amount of retention receivables was
HK$20,123,000.

Upon application of HKFRS 9 on 1 January 2018, the
Group calculates ECL for the trade receivables and
contract assets individually. The provision of ECL is
based on the Group’s historical default rates taking
into consideration forward-looking information that
is reasonable and supportable available without
undue costs or effort. At every reporting date, the
historical observed default rates are reassessed and
changes in the forward-looking information are
considered.

The provision of ECL is sensitive to changes in
estimates. The information about the ECL and the
Group’s trade receivables and contract assets are
disclosed in notes 26, 17 and 15 respectively.

4. HFTHBEENEEZRR

(%)

(b)

ESERRERENEENRE
1

RZE—N\F—A—HEMNEE
B 75 3R 45 B 95 AT - B IR
BEBENEEIZEE A£H
GERGBARESTE -RE
EREEERE BEECEEE

ErReek BEERERNR -
mELHE HEBEEREIHRENK
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BEEREREERMIERR
MEEERERN X (RO F
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T 18 415,863,000 7T © JE UK 1%
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Revenue and segment information 5. ks HBER
The Group's revenue are derived from the provision of AEENKEREFANREE KRN
supply, installation, and fitting-out services of MVAC IHEFPIEHEFRGER RER R
system for buildings to external customers in Hong Kong ,/LE’]T/\FE TRREREER®E RER
and Macau during the year. For the purposes of resources 7Bl k&R %ﬁﬁ’ﬁ S XEEEERRK
allocation and performance assessment, the chief AEEREE((EXE]) EHAEER
operating decision maker, Mr. Chung Chi Keung (“Mr. B EE B8 AR I BB A S AR (AR R BT 5
Chung"), reviews the overall results and financial position SFTEME —ESTHRERE) - &
of the Group as a whole prepared based on the same set I AEBERFE KL R &
of accounting policies as set out in Note 3. Accordingly, 2ZE - EHEH M DT -
the Group has only one single operating segment and no
further analysis of this single segment is presented.
A. For the year ended 31 December 2018 A BE-ZE-N\HF+=ZH=+-—H
LHFEE
HK$'000
THER
Revenue from construction contracts & 4w 200,635
Disaggregation of revenue from contracts with BUERBEEF &4 W 2
customers
Sales channel HEEE
The following table provides an analysis of the TRINBENHEERBENREER
Group’s revenue from external customers based on ONER B P R E W s 9 A

sales channel:

2018

—E-N\#F

HK$’000

FET

Private sector FL& R Al 191,249
Public sector N 9,386

200,635
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5. Revenue and segment information
(Continued)

A. For the year ended 31 December 2018
(Continued)

Performance obligations for contracts with
customers

Construction contracts

The Group provides supply, installation, and fitting-
out services of MVAC systems for buildings to
external customers. Such services are recognised as a
performance obligation satisfied over time as the
Group creates or enhances an asset that the
customer controls as the asset is created or
enhanced. Revenue for these construction works is
therefore recognised over time using output method,
i.e. based on surveys of the relevant services
completed by the Group to date as certified by
surveyors appointed by the customers in relation to
the work completed by the Group. The directors of
the Company consider that output method would
faithfully depict the Group’s performance towards
complete satisfaction of performance obligations in
these contracts under HKFRS 15.

A contract asset is recognised over the period in
which the construction work are performed
representing the Group’s right to consideration for
the services performed. The contract assets are
transferred to trade receivables when the rights
become unconditional.

Retention receivables, prior to the expiration of the
defect liability period, are classified as contract
assets, which ranges from one to two years from the
date of the practical completion of the construction.
The relevant amount of contract asset is reclassified
to trade receivables when the defect liability period
expires. The defect liability period serves as an
assurance that the construction services performed
comply with agreed-upon specifications and such
assurance cannot be purchased separately.

5.

Wz R o & E R (&)

Bx-_ZF-N\HE+=-A=t+—H
1 FE (&)

MEFEXNHENER

BELY

AEBERINBEFREFEEFTHM
BREIZEARGHEE  EREK
EIRT - BRARGERREER
BRAMERNBENRE BR
AEBEEAELNBREFPEZE
EHRMBEEMEHNEE ° %
Wegs TY pb s 58 TA2 i W BR - At
EEREER  MREAEEL
SHEKERRBNNE(EE
FRAKEE K TREMEEDN
MEMZE) ARAEFER
ROEEBERBMERMRAEEE
TEEMHRELRFIS5RET
ZEAHNTHENELHRR -

BREENEETZNTHME
R RRANE B ATITIRF MK
BMRENEN BHNEERZF
BARABERHEREREEIE
W A e

ERIESEmA - BRRE S D
BRAMEBEE ARLERTT
HHEFNF—EMF - ERE
HEmes  HEANEESRED
BRESERKRE - REMEE
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5. Revenue and segment information 5. WamkoBER (E)
(Continued)
A. For the year ended 31 December 2018 A BE-EZ-NE+=-A=+—H
(Continued) EFE(E)
Transaction price allocated to the remaining PHEEEFENEGEBYETH
performance obligation for contracts with XBE®
customers
The transaction price allocated to the remaining RZE-—N\F+=ZA=+—8%
performance obligations (unsatisfied or partially REEBRBEOERTCREKLI
unsatisfied) as at 31 December 2018 and the DAREK) MR 5B & IEEE
expected timing of recognising revenue are as R AR T
follows:
Revenue from
construction
contracts
EEEH W=
HK$'000
FTHET
Within one year —5R 151,606
More than one year but not more than two years — % LA _E1B B F 25,653
B. For the year ended 31 December 2017 B. BE-Z—t&+=B=+-—H
LFE
HK$'000
FAT
Revenue from construction contracts BEAHK R 166,082
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5. Revenue and segment information
(Continued)

Geographical information

The following table provides an analysis of the Group’s
revenue from external customers based on geographical
location of the customers:

WEkoIER (E)
ih & & B

TREHRBEEF BN E I RE A
SEINERE P Wezk oA -

2018 2017

—B-NF —E—tF

HK$'000 HK$'000

TERT FAET

Hong Kong B 91,529 98,285
Macau JELFS 109,106 67,797
200,635 166,082

The following is an analysis of the carrying amounts of
non-current assets, excluding deferred tax assets, analysed

TRRBREEMENMELES DM
HRBEE(TERRECHAEEE)W

by the geographical area in which the assets are located: BEEE DT :
2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
F & T FHET
Hong Kong B 861 118
Macau B P 456 68
1,317 186
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Revenue and segment information 5. WamkoBER (E)
(Continued)
Information about major customers FEEFER
Revenue from customers in respect of construction REAREEFEMBRRZEARR
contracts for the provision of supply, installation and HE TEREERBORBESNE
fitting-out services of MVAC system for buildings BERBAEBRBKEI0%ALELZER
individually contributed more than 10% of total revenue of B s S AT
the Group during the year is as follows:
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FET FAET
Customer A BEPA 153,960 102,103
Customer B =P8 23,466 41,532
Customer C BPC N/A" 38 A" 19,211
! Revenue from the customer is less than 10% of the total revenue ! HEFENTPRE LR AEBHEK
of the Group for the relevant year. #HE10% °
Other income 6. Hftg A
2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
TER FAET
Repair and maintenance service HERRERBRA
income — 477
Bank interest income HRAT A B WA 281 18
Sales of materials 3 E R _ 9
Net exchange gain [ 5 W 25 % 8 79 —
Others Eth — 31

360 535
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7.

I 75 o MY R

Impairment losses 7. BEBHE
2018 2017
—E-N\F —E—+1F
HK$'000 HK$'000
FHET FAET
Impairment losses on: TN EIBERBEBSE:
Trade receivables =) e 259 —
Contract assets AHEE 113 —
372 —
Details of impairment assessment for the year ended 31 HE-_Z—\F+ZA=1+—HIEF
December 2018 are set out in note 26. ERBE A B E A 5E26 o
Finance costs 8. HMBEHA&
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FET FAT
Interest on bills payable FERTEEFE — 19
Interest on bank borrowing RITIEEF B 848 173
Interest on bank overdraft HRATIE XA B 24 5
872 197
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Profit before tax 9. BRF AT
2018 2017
—E2E-N\EFE —E—+F
HK$’000 HK$000
FET FAET

Profit before tax has been arrived at BRI ADEF ESIIBRATIERE :
after charging:

Directors’ remuneration (Note 11) BEEME (AaET1) 6,425 5,012
Other staff costs H 8 T A 16,517 12,926
Contribution to retirement benefits & k4@ F| 5 2l {i 7

scheme, other than those of E=15%0)

directors 386 308
Total staff costs B IR AR 23,328 18,246
Auditor’s remuneration 1% S B B & 950 700
Depreciation of plant and equipment # 22 & R ITE 219 51
Loss on write-off of plant and MiE s KRR E

equipment 20 4

Operating lease rentals in respect of FEWHEKER S R

minimum lease payments of rented 2 EM &

premises 848 715
Net exchange loss b 5 BB F — 165
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10. Income tax expense

. FREEAX

2018 2017
—2-N\F —EF—tF
HK$’000 HK$'000
FTHERT FAET
Current tax: BV ERRR 1A -

Hong Kong Profits Tax BEAENER — 938
Macau Complementary Tax BRI PT S A 3,635 1,797
3,635 2,735

(Over)underprovision in prior years: B FE (BEEE) #BiE

TR

Hong Kong Profits Tax BEBNEH (5 111
Macau Complementary Tax BFIPERE AN (101) (27)
(106) 84
Deferred tax credit (note 24) IR E B IR IR R (f i124) (630) —
2,899 2,819

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill 2017
(the “Bill”) which introduces the two-tiered profits tax
rates regime. The Bill was signed into law on 28 March
2018 and was gazetted on the following day. Under the
two-tiered profits tax rates regime, the first HK$2 million
of profits of the qualifying group entity will be taxed at
8.25%, and profits above HK$2 million will be taxed at
16.5%. The profits of group entities not qualifying for the
two-tiered profits tax rates regime will continue to be

taxed at a flat rate of 16.5%.

The directors of the Company considered the amount
involved upon implementation of the two-tiered profits tax
rates regime as insignificant to the consolidated financial
statements. Hong Kong Profits Tax is calculated at 16.5%

of the estimated assessable profit for both years.

R-ZE-NE=ZA-+—8B &FHEL
EEBB T —EFBBEUEE])(FET
FOUZERD - HB AMBFEH X
HlE-ZE2ER_ZET—N\NF=A
ZtHN\BEEXNAELZZERBRATE
FR-BEMBFEHSE  &ERK
£ B E 2 H2,000,0000 7T i@ F #5 LA
8.25% 1y Bt F £ & - i 2 #82,000,000
T 2B G PA16.5% B B RAEFR - oK
BHAMBNNEHXIEERNSEE
HERA G MEER T E16.5%H
it o

ARBEERBEITMAAF G X
EFRNSBEHGEAMBHRERMS L
TEKR LM EFENTENSH
IR ERBE16.5%=1H ©
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Income tax expense (Continued) 10.

No provision for Hong Kong Profits Tax has been made as
the subsidiary in Hong Kong incurred tax losses for the

year ended 31 December 2018.

Pursuant to a tax incentive approved under Section 20 of

Decree Law No.

11/2016, Macau Complementary Tax is

levied at a fixed rate of 12% on the taxable income above

Macau Pataca (“MOP") 600,000.

The income tax expense for the year can be reconciled to
the profit before tax per the consolidated statement of
profit or loss and other comprehensive income as follows:

AR B B RS R M A

“NF+ZA=+—HILFE

Fr& % =< (&)

HREEZE_Z2—N\F+A=+—H
TFEEEBNBRA T EEATIER
B AT ESREBANESHERE-

BIERFIES 5F11/20165% 2080 Fr it
HEZBBESR  BASETHRE B
#%600,000/8 P& ([VRPIEE ) By FERR T
U A H212% [ TE B R g e

FAMBHAXAEGAETZ R ﬁﬂ
2HRERAEFHAE N E RO T

2018 2017

—E-NF —+F

HK$’000 HK$'000

FET FET

Profit before tax B %4 B A 13,039 8,030
Tax at the domestic income tax rate & AN 18 51 £ 16.5% 5t

of 16.5% "H2wmE 2,151 1,325
Tax effect of expenses not deductible ] 1% f X B 75 52 &

for tax purpose 2,423 2,217
Tax effect of income not taxable for 7B R U A BB 75 52 £

tax purpose (98) (103)

(Over)underprovision in respect of BEFE(BEEE)

prior years BETRE (106) 84
Tax effect of different tax rate of REMEERELE 2K
subsidiary operating in other SN B HATRBER

jurisdiction IR % (1,381) (682)

Others Eth (90) (22)

Income tax expense for the year FRABBAX 2,899 2,819
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EERTHRASKREEN=

11. Emoluments of directors and chief 11.
executive and employees

RRF LR T+t F=A_-+M
BEZERARANTES - RET
FEREBREEN _-_ZT—LF=A
THHBEERERARAERITE
ERFEER_FT—LHF A
“HHHEBEARRIERITESE - &
BELAE  FBMEERRERLER
2 N\F-A=+—HEZERA
NABILIFFMITES -

Ms. Lai Suk Fan was appointed as an executive director of
the Company on 24 March 2017. Mr. Tan Kean Ee and
Mr. Kung Yuk Tung were appointed as non-executive
directors of the Company on 24 March 2017 and they
resigned subsequently as the non-executive directors of the
Company on 24 October 2017. Mr. Choy Hiu Fai Eric, Mr.
Lei For and Mr. Lai Wai Ming were appointed as the
independent non-executive directors of the Company on
31 January 2018.

Directors and Chief Executive EERTHAER

RER - MARRES XN RERND
MemT :

During the year, the emoluments paid or payable to the
directors of the Company are as follows:

For the year ended 31 December 2018 BE—ZE—-NFL+-HA=1+—HILFE

Independent non-executive

Executive directors directors
HiTES BYFBITES
Mr.
Mr. Ms. Lai Choy Hiu Mr. Mr. Lai
Chung Suk Fan  Fai Eric Lei For Wai Ming Total
BRE  ERE REH
ERE z+ £E FMREE £E et
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000
TET THER TET THERT TER TERT
Fees ik — — 151 151 151 453
Other emoluments Hi#&
— Salaries and other benefits — ¥4 K H M EH 4,331 1,028 — — — 5,359
— Discretionary bonus — BB 379 168 - — — 547
— Contribution to retirement — — R KEFIzH &4 5
benefits scheme 33 33 — — — 66
Total st 4,743 1,229 151 151 151 6,425
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Directors and Chief Executive (Continued)

For the year ended 31 December 2017

Emoluments of directors and chief
executive and employees (Continued)

" EERTHRAZREEME
(18)

ESRTHREAR (&)

BE-F—tF1+ZA=1—HILFE

Executive directors

Non-executive directors Independent non-executive directors

WTES FHITES BUENTES
Mr. Mr.
Mr. Ms. Lai ~ Mr. Tan Kung Yuk Choy Hiu Mr. Mr. Lai
Chung  Suk Fan  Kean Ee Tung Fai Eric Lei For Wai Ming Total
B BR 8 75 =353 BHE REH
ERE Z+ £HE x£HE £E FIREE £ @5t
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR FET FET FERT FET FET
Fees ok — — — — — — —
Other emoluments H B &
— Salaries and other — Fre kEHAM
benefits & 3,726 615 — — — — 4,341
— Discretionary bonus — miEEa 500 135 — — — — 635
— Contribution to — RIKEFI T E
retirement benefits X
scheme 18 18 — — — — 36
Total st 4,244 768 — — — — — 5,012
Discretionary bonus was determined with reference to the HETEA N2 EREELEEEERE

Group's operating results and individual performance.

ARBEMERE °
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1.

Emoluments of directors and chief 11.
executive and employees (Continued)

Employees’ emoluments

The five highest paid individuals of the Group included
two directors (2017: two directors) for the year ended 31
December 2018, details of whose remunerations are set
out above. Details of the remuneration for the year of the
remaining highest paid employees who are neither director
nor chief executive of the Company are as follows:

EERTHARREENS
(llg)
BEMS

AEEREESFMALREBEE_F
—NE+ A=+ -"BLEEBEM
RER(CTE—LF MBER)H
FHHFBIRNLEX -NFA- T &
BHMEEY AR ESFTHITHRAE
BoERFMEFRBOT

2018 2017

—E-N\EF —F—tF

HK$’000 HK$'000

THE T FET

Salaries and other benefits FekEMEA 2,282 1,974

Discretionary bonus 18 TE 4L 179 277
Contribution to retirement benefits iR K18 | 51 2 £ 3

scheme 40 54

2,501 2,305

The number of the highest paid employees who are not
the director or chief executive of the Company whose
remuneration fell within the following bands is as follows:

WIARBDEFTHITHAH BFHME
RATABNONESHEEHENT

Number of employees

EE®E
2018 2017
—E-N\F —E—tF
Nil to HK$1,000,000 = %£1,000,000% T 2 3
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T 21,500,000/% 7T 1 —

During the year, no emoluments were paid by the Group
to the directors of the Company or the five highest paid
individuals (including directors and employees) as an
inducement to join or upon joining the Group or as
compensation for loss of office. Directors did not waive or
agree to waive any emoluments during both years.

RER AEEHREANARTEER
hERsFMAL(BEEERER)
XNME - ESMAMAREEIER
MERKERRERME NFR &
EVERERRABREEMHE
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12. Dividends

On 10 April 2017, an interim dividend of HK$27,000,000
was declared and approved by the Company in favor of its
shareholders whose names appeared on the registered of
members of the Company on 31 December 2016, namely
Wing Fung Capital Limited and Global Equity Value Fund
SPC-Frotiroti Sunshine Liyao Capital Fund | SP (the "First
Pre-IPO Investor”). Among the dividend declared,
HK$10,946,000 was paid out of share premium and
HK$16,054,000 was paid out of retained profits of the
Company. On the same date, for the dividend payable to
Wing Fung Capital Limited of HK$23,824,000,
HK$20,708,000 of which had been settled by offsetting
with amount due from a director and the remaining
amount of HK$3,116,000 had been settled in cash. The
remaining HK$3,176,000 payable to the First Pre-IPO
Investor, was irrevocably waived by the First Pre-IPO
Investor pursuant to a deed of waiver dated 10 April
2017. The amount waived was deemed as capital
contribution from a shareholder and credited to capital
reserve.

On 24 October 2017, an interim dividend of
HK$34,000,000 was declared and approved by the
Company in favor of its shareholders whose names
appeared on the registered of members of the Company
on 24 October 2017, namely Wing Fung Capital Limited,
the First Pre-IPO Investor and the Second Pre-IPO Investor
(as defined in Note 23(a)). Among the dividend declared,
HK$27,000,000 was paid out of share premium and
HK$7,000,000 was paid out of retained profits of the
Company. On the same date, the dividend payable to
Wing Fung Capital Limited of HK$25,500,000 was settled
in cash. The dividend payables of HK$3,400,000 to the
First Pre-IPO Investor and HK$5,100,000 to the Second
Pre-IPO Investor were both irrevocably waived by the First
Pre-IPO Investor and the Second Pre-IPO Investor
respectively pursuant to deeds of waiver dated 24
October 2017. The amounts waived would be deemed as
capital contribution from shareholders and credited to
capital reserve.

No other dividend was declared or paid by the Company
or any of its subsidiaries during the years ended 31
December 2018 and 2017.

12.

R E

R-ZZT—tFMA+H  AQFMH=
E-RNE+-_A=1+—8BLZ3AEAQA
A% 3 % it &9 B 3R (BlWing Fung Capital
Limited &2 Global Equity Value Fund
SPC-Frotiroti  Sunshine Liyao Capital
Fund | SP(E—Z B R AHBEERIRE
#))E R & it & B H A% 227,000,000
BIL e 2 E IR AR E F - 10,946,000
7 7T B IR 10 & B X 1T 1216,054,00078
THARRRBZMNZN-RABE 5
JEftWing Fung Capital Limitedf% &
23,824,000/ 7T + A #20,708,000/% JT
DEBEEER —RESHALN
il &4 %83,116,000/%8 7T Al LA IR & 45 1 ©
BENE—RE RN AHEERREEN
# 13,176,000 TERIEABHA=-Z
—tFNA+ENREZLBEEE—F
BIXAFBERRE SN B i E
RoFTHRSBERERART FE KA
ANERGFEE -

RZE—+E+A=-+WME AQF
MR ZE—tF+AZ+THEBRIAR
A A Bk R A& e B 3 (BIWing  Fung
Capital Limited * #— BB XA AREE
AMREENE 2B R AAEEIER
BE(FEERWF230@))) TR &t #E
rh HA % £.34,000,0005% 7T < £ 2 5 IR IR
£ 27,000,000 7T B IR 1 & B X
f + 7,000,000/ 7T B8 AN 2 AR B & F
Yo @ H - EMWing Fung Capital
Limitedf% £.25,500,0005 7T © i i@ I8
YN -BHNE—BERAREER
& & 0% 8.3,400,00058 7T M FE 1
TRERLAHBEEHREENRE
5,100,000 TH EREHH AR =T
—t+tF+A-tNHEHNRERES R
BE—ZBRLAMABEEIEEERS
ZHRERAHABEENREETTRD
MEE - FRESHEERARETE
Mt NE A -

RBEE-_T-N\FR-_T—+tF+=
A=1T—HLFE KXRFHEEM
B 2 BB B R SR S E AR AR
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13. Earnings per share 13. 8RER
2018 2017
—2-)\F —T—tF
Earnings: BN
Earnings for the purpose of V= Mhﬂx%l‘@ﬂﬁﬁ@
calculating basic earnings per share & (4F 3% 7)) (T
(profit for the year) (in HK$'000) 10,140 5,211
Number of shares: RiHDEE :
Weighted average number of F‘jd'”vhﬂﬁﬁzﬁﬂﬂﬁ']
ordinary shares for the purpose of i % i ## 37 15 &
calculating basic earnings per
share 551,590,411 422,892,534

The weighted average number of ordinary shares for the
purpose of calculating the basic earnings per share during
the years ended 31 December 2018 and 2017 is based on
the assumption that the group reorganisation completed
on 28 December 2016, the share subdivision and the
capitalisation issue of 429,720,000 shares had been
effective on 1 January 2017 and as adjusted for capital
contributions by shareholders for both years.

No diluted earnings per share for both years is presented
as there were no potential ordinary shares in issue during
both years.

RABEEEZE_T—N\FR_ZT—tF
T+ A=+ BUHEFESKREARAAT
MEBRMEFHBEOIREN=-F
—RNF+_A-+/\BxEKHEH-
% 1 #¥ 48 K & 2Nk 8 47429,720,0004%
W’*EEA—%—ti—H—HEYM’J
fﬁii&u B O UEHMEFERELE

BMEZ2JMEFESRBEETRN I
AMEFEREDBRTEELT AR
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14. Plant and equipment 14. HBERRE
Furniture
Motor and office
vehicles  equipment Total
BERERRAE
"B 1B st
HK$'000 HK$'000 HK$'000
THET THET THET
cosT DS
At 1 January 2017 RZE—+tF—H—H 62 466 528
Currency realignment EBRE M M @)
Additions NE 26 108 134
Write-off 1 85 (8) (332) (340)
At 31 December 2017 R-ZZE—+tE+-A=+—H 79 241 320
Currency realignment EBRE M ) 3)
Additions NE 1,163 208 1,371
Write-off 7S (8) (25) (33)
At 31 December 2018 RZE-NE+A=+—H 1,233 422 1,655
DEPRECIATION nE
At 1 January 2017 R-Z—+5—H—H 35 384 419
Provided for the year FREE 1 40 51
Eliminated on write-off 88 B 20 8H (4) (332) (336)
At 31 December 2017 RZE—tE+-A=+—H 42 92 134
Currency realignment EEAR (1 (1 )
Provided for the year FREE 158 61 219
Eliminated on write-off Wt 88 B 2 8H (8) (5) (13)
At 31 December 2018 RZZE-N\F+-A=+—H 191 147 338
CARRYING VALUES REE
At 31 December 2018 RZE-NF+Z_A=+—8 1,042 275 1,317
At 31 December 2017 RZE—tF+-_A=+—H 37 149 186
The above items of plant and equipment are depreciated T EREREEERUTFENE
on a straight-line basis at the following rates per annum: RERENTE
Motor vehicles 20% - 25% _E 20% - 25%
Furniture and office equipment 20% R AERME 20%
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15. Contract assets

15. BHEE

31.12.2018 1.1.2018*
—E-N\E —FE-N\F
t=RA=+—H —A—Ax
HK$'000 HK$'000
TE T FHET
Construction contracts BEASY
— Private sector — L& AR 35,091 26,532
— Public sector — RERR 3,513 3,467
38,604 29,999
* The amounts in this column are after the adjustments from the * AESHEREREEMEREERZE9

application of HKFRS 9 and 15.

The contract assets primarily relate to the Group’s right to
consideration for work completed and not billed because
the rights are conditioned on the Group’s future
performance. The contract assets are transferred to trade
receivables when the rights become unconditional other
than passage of time.

Included in carrying amount of contract assets comprises
retention receivables of HK$22,368,000 as at 31
December 2018.

SR EISSRRCIERHE -

BREETBZEAKERDT R T KK
MRz TRRMEBKREZENER
ARZEMNBRAARNEEBREKRR -
RN ) B B A A T SF RE B RS B X
B ANEEBBREZE SRR -

R-ZZE—NFE+-_A=+—H i A
AHNEENEEAEBRRRKRE S
22,368,000/ JLAEFX °
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15. Contract assets (Continued) 15. EHNEE (&)

Retention receivables is unsecured and interest-free and BURESSEEHRNEE - BRE
represented the monies withheld by customers of contract EPBENTIEMBEHRIE AR
works fully recoverable within 1 to 2 years from the date BHEBSOFMBENGER  REES
of completion of construction contracts, in accordance AT BEEF —EMFRN2EHK
with the terms specified in the relevant contracts. Upon Bl - RELAMIEZzEHNTRRERT
satisfactory completion of contract work as set out in the g BETREZREMBELEER
contract, the architect for the building project will issue a BRIFE - —MBMs FTLHEBRRT
practical completion certificate. Generally, upon the BER LBEHNIER —+RESHK
issuance of the practical completion certificate, half of the BWTAER MR T —FBNEH
retention money of such contract work will be released to PHRETRMBER CRBDEBE
the Group, while the remaining half will be released to the 2EERLE BHRTAER -

Group upon the issuance of the certificate that identified
defects in respect of the entire building project have been
made good.

The retention receivables would be settled, based on the NI EBARIZREBAEME DG T
expiry of the defect liability period, at the end of the EMERRESAT
reporting period as follows:

i

i

HK$'000
THER
Within one year —F K 4,452
After one year —F1& 17,916
22,368
Movement in the allowance for doubtful debts on contract ERNEENREREZ S
assets:
HK$'000
FTET
At 1 January 2018 (restated) RZZE-—NFE—-HA—-B((KE7)) 358
Impairment loss recognised ERRBEEE 113
Currency realignment B (4)
At 31 December 2018 WZE-NF+_A=+—H1 467
Details of impairment assessment for the year ended 31 BE_Z-N\EF+_A=+—HI*F

December 2018 are set out in note 26. Emﬂﬁ%ﬂﬁﬁ\ﬁ A M FE26 o
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16. Amounts due from (to) customers for 16. EWW(R) BEFEHNIERE

contract works

2017
—+tF
HK$'000
FET
Contracts in progress at the end of REMEBROETREL
the reporting period:
Contract costs incurred BEEEE DA 187,489
Recognised profits less recognised losses EHRE M BREE 41,417
228,906
Less: Progress billings W S R (223,094)
5,812
Analysed for reporting purposes as: RERBRIEL 25 Tﬁllﬂ—l—
Amounts due from customers for contract works B EFREH TR 10,234
Amounts due to customers for contract works ENERPAH TR (4,422)
5,812
As at 31 December 2017, retention held by customers for RZE—+F+-_A=+—H EF
contract works amounted to HK$20,123,000, which are set BAEHNIEFAENRESRA

out in Note 17. 20,123,000 7T (B R KT £17) »
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17. Trade and other receivables, deposits 17. EZRHEMEVRRIE -RE

and prepayments RFEMRE
2018 2017
—E-—)N\fF —E—tF
HK$'000 HK$'000
TER FAT
Trade receivables =Y G eENE 48,762 15,863
Less: Allowance for credit losses B EEEERE (1,165) —
47,597 15,863
Retention receivables (Note) EWR B & (BT 7E) — 20,123
Deferred listing expenses BIE EMFAX — 3,349

Other receivables, deposits and Hib g RIE - e RIEN

prepayments F QL] 1,785 1,282
49,382 40,617

The retention receivables are to be settled, based on the

RURESKERERERNOER

expiry of the defect liability period, at the end of the R EBRE -
reporting period:
2018 2017
—E-N\F e
HK$’000 HK$'000
FET FET
Within one year —F R — 7,275
After one year —F1& — 12,848
— 20,123
Note: Retention receivables as at 31 December 2017 were unsecured, B RZE—tF+ A=+ —BZEWK

interest-free and recoverable at the end of the defect liability
period of individual contracts, all being 1 to 2 years from the
date of the completion of the respective projects.

Retention receivables were reclassified to contract assets upon
initial application of HKFRS 15 on 1 January 2018.

RE T AEER - 28 RRER G LR
EH AR (9 REMIER KA HE
shi=24) demE -

RZE-NF-A-—HEREARETE
BB mE LB SRR BERESSE
MOMEANEE-
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17. Trade and other receivables, deposits
and prepayments (Continued)

As at 31 December 2018 and 1 January 2018, trade
receivables from contracts with customers amounted to
HK$47,597,000 and HK$15,863,000 respectively.

Trade receivables arise from the provision of supply,
installation and fitting-out services of MVAC system for
buildings. The Group grants a credit period ranged from
30 days to 45 days to its customers. The following is an
aging analysis of trade receivables based on valuation
dates of payment certificates, which approximate the
revenue recognition dates, net of allowance for doubtful
debts at the end of the reporting period:

17.

EEREMBERRE - S
R RRIE ()

RZE—-N\F+_A=+—BEK=ZF
—NF—F—H REBFAHNE
S REWFIBEE 5 R /47,597,000 7T
115,863,000/ 7T °

B 5 MW R IER R IR T A R R
NERRGHHE ZREEER
HeoAEBRERZFREMNEESN
T30H E45H c TX AR REHBRIIE
BNZRERGEBD S (HkSERE S
BE)NE 5 EBRGRIERER D (K
REREE) -

2018 2017

—E-N\EF el

HK$’'000 HK$'000

FTHERT FAET

0 to 30 days 0Z308 19,630 7,057
31 to 60 days 31260H 14,140 5,992
61 to 90 days 61290H 13,210 948
91 to 180 days 91£180H — 65
Within 1 to 2 years —FEWMFN — 1,801
Within 2 to 3 years MEZE=ZFNK 617 —
47,597 15,863

Before accepting any new customers, the Group assesses
the potential customer’s credit quality and defines credit
limits by customer. Credit limits granted to customers are
reviewed periodically. The majority of the Group’s trade
receivables that are past due but not impaired have good
credit quality with reference to respective settlement
history.

The management of the Group closely monitors the credit
quality of trade receivables and considers the debts that
are neither past due nor impaired to be of good credit
quality with reference to respective settlement history.

EWMETAMELA  AKESFEE
EEFHNEELRIREPAEEER
RE - UEPRRIRTEPHNEER
H-REHBEMSTE  A&EARH
DEBHMEREENE S EKFIAE
EEERRI -

AEBEEERERE S RWHA
MEEER REMRBEMNLZE R
RABHETARENEEBEELER
R4 e
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17. Trade and other receivables, deposits

and prepayments (Continued)

Before the application of HKFRS 9 on 1 January 2018,
included in the Group’s trade receivables balance are
debtors with an aggregate carrying amount of
HK$6,359,000 which are past due at the end of the year
for which the Group has not recognised an allowance for
doubtful debts because there has not been a significant
change in credit quality and the amounts are still
considered recoverable. The Group does not hold any
collateral over these balances.

As at 31 December 2018, included in the Group’s trade
receivables balance are debtors with aggregate carrying
amount of HK$17,744,000 which are past due and which
impairment loss had not been provided for since they are
of good credit quality and expected to be recoverable. The
Group does not hold any collateral over these balances.
Include in the past due balance of HK$617,000 has been
past due 90 days or more and is not considered as in
default based on good repayment records for those
debtors and continuous business with the Group.

The aging analysis presented based on the valuation dates
of payment certificates of the trade receivables which are
past due but not impaired is as follows:

17. EZREMBEWRRE - £E

KA FKIE (&)

E-E-N\F—A—BEREEYH
WMEERESRA - AEBEMNE ZEW
REEHPEEKEE BEEES
6,359,000/8 T ' ZERIERFRE @
B - mASETEERRERE B
BEEEXTEERES mMaBED
RBAIWE AEEWERZFTEH
FHEMERR -

RZBE—N\F AEEEHEWRFE
EH B IERTEAR(E B17,744,0007%8 T H)
Bamfi R ESIRRESERENE
WERTE AAEEEE XR iF KA
B lE e REBIWERZELEHT
BEMIKTF - @ HI 4 $2617,0008 T E
B HA00H sk LA £ R IR HE 5% & FE K BR 1H
MR ERCDSEREAEBNSEE
TEER  WERBELN -

REEBRERBRENE 5 EUKFKEA
B R E R E B B 25 BRI o AT
FIE T

2018 2017

—E-N\E&E —E—+F

HK$'000 HK$'000

FH T FHET

31-60 days 31%260H 17,127 3,634
61-90 days 61%290H — 859
91 to 180 days 912180H — 65
Over 1 year BimE—F 617 1,801
17,744 6,359

All of the trade receivables that are neither past due nor
impaired have no default payment history.

FrA R8BI KRR E R B 5 B UWRIA
15 8 HB R S R RS 8%
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17. Trade and other receivables, deposits 17.

and prepayments (Continued)

Details of impairment assessment for the year ended 31
December 2018 are set out in note 26.

EZREMBERRE - BE
& FE A+ RE (&)

BE_ T \F+_-_A=t—HIF
J& R (B 7T {5 15 3N P 5126 -

Movement in the allowance for doubtful debts on trade EHEENREREE
receivables:
HK$'000
FET
At 1 January 2018 (restated) RZE—N\F—A—HEE?) 916
Impairment loss recognised ERRBEEE 259
Currency realignment B (10)
At 31 December 2018 RZE—N\F+=ZA=+—H 1,165
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18. Pledged and restricted bank deposits,

bank balances and cash and bank
overdraft

18. EERARZMRHMITENR

RITERRBEAERBRITEX

2018 2017
—®-NE  —T-t%F
HK$'000 HK$'000
TERT FAET
Pledged bank deposits EHEMRITIFH 3,064 3,009
Restricted bank deposits SR EIRITIE K 9,266 2,716
Bank balances and cash WITEBRERS 28,183 17,284
Bank overdraft RITEX — (72)
40,513 22,937

Less: Pledged and restricted bank B B R E R GIERTT
deposits IEEN (12,330) (5,725)
Cash and cash equivalents ReERBReEFEEY 28,183 17,212

The pledged bank deposits represent deposits pledged to
a bank to secure a banking facility granted to the Group
with maturity within one year from the end of the
reporting period and is therefore classified as a current
asset. The pledged bank deposits carried interest at a fixed
rate of 2.3% per annum at 31 December 2018 (2017:
1.45%).

The restricted bank deposits represent cash held at banks
as security for due performance under several services
contracts of MVAC system for buildings with prevailing
market rate of 0.02% per annum at 31 December 2018
(2017: 0.02%).

The bank overdraft carried interest at a rate of 1.5% over
the Hong Kong Prime Rate quoted by the relevant bank
per annum at 31 December 2017.

ERFRITHERIERAE B ERIEST
BEMBERTRITNGER ZHAH
WMEBKRBIT A —F WHBEAR
HEE- R_TE—N\FF+_A=+—
H BHEBRTTRIZE T FF X
23%(ZF—+EF :1.45% )T B o

SZRHEBRITERETHRNREBITHR
T IEAEFEMBRREERARSAHN
AETHRBEEONBHRBSER B
—E-N\FE+-A=+—BHETH
15 E R R B0.02% (= T — + &
0.02% ) °

BITEXBRAN-_ZE—+FE+=A
—t+—BESHERTARRERST
FIR 5% F R B o
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18. Pledged and restricted bank deposits,

bank balances and cash and bank
overdraft (Continued)

As at 31 December 2017, bank overdraft of Botop Macau
amounting to HK$72,000 was secured by a personal bank
deposit of RMB1,250,000 of Mr. Chung, a Livranca (i.e.
promissory note) for MOP5,000,000 signed by Botop
Macau, and guaranteed by Mr. Tam Chan Sing Joseph,
the spouse of Mr. Chung’s sister for MOP1,500,000 and
Mr. Chung for MOP5,000,000. The personal bank deposit
of Mr. Chung and the guarantees by Mr. Tam Chan Sing
Joseph and Mr. Chung had been subsequently released on
27 February 2018 and replaced by corporate guarantee by
the Company. The corporate guarantee by the Company
has been subsequently released during the year ended 31
December 2018.

The Group’s bank balances and cash and pledged and
restricted bank deposits that are denominated in HK$
other than the functional currency of the relevant group
entity are set out below:

18.

CEARZRHBITER
RITERREERBRITEX

(&)

R-ZE—+EFE+=_A=+—H BA&
S P 5 E72,00008 T IR 1T X DA 48
% A K8 AR 1777 3 A R 1,250,000
7T~ B B3R P9 %% 37 #95,000,00008 P9 #5
AH ZHRERE Y RELERED
EEEEREENRELED AE
1,500,0002 P9 # 1 5,000,0008 9 ¥ &
ReEBXAEMBEARTFRALEEK
EERBEENEREIBZNR Z-ZZ—N
F_AZ+EtHEBEBRITAEARAN
RAEREN - AAAFIRESNH QA
REEERBEE -_Z—-NF+ A
—t+—BI-FEERR -

AEBEABT (LIFABEEEERNIY
REBFENRITESRLREMEE
HREZRGIRITERINEAT

2018 2017

—2-NE  -T—t%

HK$’000 HK$'000

FE T FET

Denominated in HK$ LB TTEHE 1,269 2,265

Details of impairment assessment for the year ended 31
December 2018 are set out in note 26.

BE-_ZT-N\F+-_A=1+—HLHF
JE R B 7T {4 & 15 3R P 5126 -
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19. Trade and retention payables 19. EZRENREBEREMNRESE
2018 2017
—E-)N\fF —FE—tF
HK$'000 HK$'000
TE T FHET
Trade payables B S5 EMNHKIE 16,256 8,229
Retention payables (Note) B RE S (K2F) 7,401 6,325
23,657 14,554
Note: Retention payables to subcontractors are interest-free and W ERY>BEENRES AL EREARE
payable at the end of the defect liability period of individual AlEXRER AR (—RRERIER
contracts, normally one year from the completion date of the KB ERF —F) X T e

respective project.

The retention payables are expected to be settled, based BREREHERBH  ENHREwE
on the expiry date of the defect liability period, at the end MR EMARNERNBERIAT

of the reporting period as follows:

2018 2017
—E2E-N\HF —EF—tF
HK$'000 HK$'000
FTER FAET
Due within one year — F R E|H 1,630 2,223
Due after one year — F 1% X Hf 5,771 4,102
7,401 6,325

The credit period of trade payables granted by NEERMHEIRE ZENRIERD
subcontractors and suppliers is from 30 to 60 days upon MEER-— BN FHEEENRE

the issue of invoices or application of interim payment BB 5K 1230=601 ©

generally.
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19. Trade and retention payables 19. EZREAREREMRESE
(Continued) (%)

AT ERBEZERLBFD RN
KAMNE 5 BN FARR DN

The following is an aging analysis of trade payables based
on the invoice dates or the dates of application of interim
payment, as appropriate.

2018 2017
—®-NE  —T-t%
HK$'000 HK$'000
FEx FAET
0 to 30 days 0£30H 11,907 6,187
31 to 60 days 31£260H 3,355 657
61 to 90 days 61290H 2 278
91 to 180 days 912180H 33 783
181 days to 1 year 181HE—4F 60 —
Over 1 year Bl —F 899 324
16,256 8,229

20. Other payables and accrued expenses 20. HttEREREGTEH
2018 2017
—E-)N\E —F—tF
HK$'000 HK$'000
FET FAET
Accrued staff costs Bt B TR 3,582 3,332
Other accrued charges EmEsE A 1,069 1,034
Accrued listing expenses JEET ETRX — 624
Other payables H fth JE 5 5K IE 132 447
4,783 5,437
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Amounts due to related companies 21. BB A RNIE
2018 2017
—E-)N\F —E—+tfF
HK$'000 HK$'000
FRET TATT

Cheuk Yat Engineering (Note a) 2E—Ti(Kita) 728 744

Tai Tak E & M Co. (Note b) RKEIRAR (K ZDb) 1,811 1,953

Tai Tak Engineering (Macau) Limited Tai Tak Engineering (Macau)

(Note ¢) Limited (#7i#c) 2,295 2,344
4,834 5,041

Notes: Vo

(@ The amount represents amount due to Cheuk Yat Engineering, (a) MRIEERENE —TIRRIE  EEEM
in which Mr. Chung Cheuk Him, being a senior project @gjgﬁuﬁﬁg(ﬁi_; NAE AR
manager of the Group till 2016 and Mr. Chung’s nephew-in- EFNSREAKE)EZX AR EEE
law, has controlling interest. The amount is of trade nature and BiER -ZRNEBEESHEE 288 A
has a credit term of 30 days. 308 o

(b)  The amount represents amount due to Tai Tak E & M Co., a (b) BZFRBEENAKEIRATIRIE E%
partnership in which Mr. Chung Chu Sum, Mr. Chung’s EHBEEERRLEEZS %@_%}gg
brother, has joint control. The amount is of trade nature and HERZREE - ZHEBEZESHE 2
has a credit term of 30 days. EEIA308 -

(0) The amount represents amount due to Tai Tak Engineering (0) % 2 18 45 JE fTai Tak Engineering
(Macau) Limited, a company in which Mr. Chung Chu Sum, Mr. (Macau) Limited k1B » 855 £ KD 25 62
Chung'’s brother, has controlling interest. The amount is of HREETEZAREEEREZ: - ZX
trade nature and has a credit term of 30 days. BEBSHE  FZEHA30H -

The aging analysis of amounts due to related companies, REmER BEB QT RIENER

which is prepared based on valuation dates of payment oM (REBESIER %E’JHMﬁEHZTE

certificates of each transaction, at the end of the BERSRE)FI&HMT :

reporting period is as follows:

2018 2017

—E-N\EF —E—tF

HK$'000 HK$'000

FRET TATT

181 days to 1 year 181HE—4F — 165
Over 1 year R iE — F 4,834 4,876
4,834 5,041
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carried interest at Hong Kong Prime Rate of the bank plus
0.25%. The effective interest rate on the bank borrowing
(which is also equal to contracted interest rate) is 5.375%
per annum (2017: 5.25% per annum). The Group’s bank
borrowing is denominated in HK$. As at 31 December
2018, the bank borrowing was secured by corporate
guarantee of HK$20,000,000 by the Company (2017:
secured by the personal guarantee by Mr. Chung for
HK$20,000,000 and corporate guarantee of
HK$20,000,000 by Wing Fung Engineering Limited in
which daughters of Mr. Chung have controlling interests).
The personal guarantee by Mr. Chung and the corporate
guarantee by Wing Fung Engineering Limited were
subsequently released on 27 February 2018 and replaced
by corporate guarantee by the Company.

22. Bank borrowing 22, RITEE
2018 2017
—E-N\F —t %
HK$'000 HK$'000
THER FET
Bank borrowing RITEE
Guaranteed BER 13,138 19,485
The carrying amounts of bank borrowing that contains a HERERKEBEEERGIARBEET
repayment on demand clause (shown under current TH)1E /,\F\L)\THHFEHEEE}]fETTfﬁEEE
liabilities) but repayable*: HE :
2018 2017
—E-N\F —tF
HK$'000 HK$ 000
THER FET
Within one year —F R 6,686 6,349
Within a period of more than one  —F M EETEBBAME 2
year but not exceeding two years H 6,452 6,689
Within a period of more than two MIFU EETBBRFZ
years but not exceeding five years HA — 6,447
13,138 19,485
* The amounts due are based on schedule repayment dates set * ERFREDREBEERGHEAEANTEE
out in the loan agreement. BRBEEMmME -
The bank borrowing as at 31 December 2018 and 2017 RZF-NERZF-—LF+ZA

=+—B RITEEREBRITRE
B EN0.25%:T B - RITIEENE
%'JT(JHH—r NFTRFIR) BB F
5.375% T FFF525%) °
$%E’U§Eﬁ1%f§%%ﬁ%ﬂﬁ°ﬁ/\‘
—E-NEF+ZHA=+—H" #17
& B /@ A& A 7 $£20,000,0007% JT /9 A
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23. Share capital 23. A&
The movement in the Company’s authorised and issued RABEEERE BITERRRKRAD
ordinary share capital are as follows: FENT
Nominal value Number of
per share shares Amount
SRER B E A &8
US§'000 HK$'000
Tin TR
Authorised: BE:
At 1 January 2017 RZZ—t5-A—H USS1ETL 50,000 50 390
Creation of shares (Note b) FIRBG (Mo HKS$0.1%87T  10,000,000,000 NA T8 1,000,000
Cancellation of shares (Note b) FEBRM K D) US$ 1570 (50,000) (50) (390)
Subdivision of shares (Note ¢) RIAS A (W) HK$0.017% 7T 90,000,000,000 NA T8 -
At 31 December 2017 and RIB—tE+ZA=1-H

31 December 2018 RZE-N\¥+ZA=T-H HK$0.01% 7t 100,000,000,000 N/A R 1,000,000

Issued and fully paid: BETRAR:
At 1 January 2017 RZT—t5-A—H US$1%ETT 850 1 7
Issue of shares (Note a) BORG (Wia) US$ 17T 150 — 1
Issue of shares (Note b) BIRG (WD) HKS$0.17% T 78,000 N/A 78 8
Repurchase and cancellation of shares BRI HRG (Witb)

(Note b) USS1ETT (1,000) M 8)
Subdivision of shares (Note ¢) R ) HK$0.017% 7T 702,000 N/A 78 -
At 31 December 2017 RZE—+F+-A=1+—H HK$0.0178 7T 780,000 N/A T iEF 8
Capitalisation issue of shares ERBTRG Witd)

(Note d) HK$0.0138 7T 429,720,000 N/A T iEF 4,297
Issue of shares by Share Offer BRRNEERTRG Wite)

(Note ) HK$0.0138 7T 143,500,000 N/A T iEF 1,435

At 31 December 2018 RZE-N\E+-A=+-H HKS0.01% 7T 574,000,000 N/A FER 5,740
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23. Share capital (Continued)

Notes:

On 15 December 2016, a subscription agreement was entered
into between (i) the Company; (ii) Global Equity Value Fund
SPC — FC Treasure Fund | SP (the “Second Pre-IPO Investor”)
and (iii) Mr. Chung as guarantor, pursuant to which the
Second Pre-IPO Investor subscribed for 150 shares of the
Company at a cash consideration of HK$15,000,000 (the
“Second Pre-IPO Investment”). The Second Pre-IPO Investment
was completed on 13 February 2017.

The new shares rank pari passu with the then existing shares in
all respects.

Pursuant to the written resolutions of the shareholders passed
on 22 March 2017, the authorised share capital of the
Company was increased from US$50,000 divided into 50,000
shares of a par value of US$1.00 each to the aggregate of (i)
US$50,000 divided into 50,000 shares of a par value of
US$1.00 each; and (ii) HK$1,000,000,000 divided into
10,000,000,000 shares with a par value of HK$0.10 each, by
the creation of an additional 10,000,000,000 ordinary shares of
HK$0.10 each. The increase in authorised share capital of the
Company was completed on 31 March 2017.

On the same date, the Company allotted and issued 58,500,
7,800 and 11,700 shares with a par value of HK$0.10 each to
Wing Fung Capital Limited, the First Pre-IPO Investor and the
Second Pre-IPO Investor, respectively and repurchased the 1,000
then existing issued shares of US$1.00 each. Also on the same
date, the Company cancelled 50,000 authorised but unissued
shares of US$1.00 each in the share capital of the Company,
such that the authorised share capital of the Company became
HK$1,000,000,000 divided into 10,000,000,000 shares of a par
value of HK$0.10 each.

Pursuant to the written resolutions of the shareholders passed
on 10 April 2017, each of the issued and unissued shares of
the Company of HK$0.10 each was subdivided into 10 shares
with a par value of HK$0.01 each. Upon completion of the
share subdivision, the authorised share capital of the Company
became HK$1,000,000,000 divided into 100,000,000,000
shares of HK$0.01 each, and the issued share capital of the
Company became HK$7,800 divided into 780,000 shares of
HK$0.01 each.

23. A (48)

Hiat -

RZTE-—R"E+ZA+HA ()FA
Al : (i) Global Equity Value Fund SPC-
FC Treasure Fund | SP([E—R B XA
MEEREER]D  RiNELEWER
ERANFTUREHZ B B=4F
BRAFAZBEREEAERBEISORAR
Al M 15 - I & K & /515,000,0007% 7T
([EZXRERAABENRE]D - E=
RERAABREMBREER T —L
F_A+=ZHEK-

RN ESTEREREERNES
B AR

REBRER-_ZT—+tF=ZA=-+=-H
BAMEEREER  AQAAEERA
f150,0003% T * % 450,0000% & % E &
1.00E T & - =4 £ A(1)50,000
XU 0 9 A&50,0000% & B% M E1.00% T
B ¢ K (i))1,000,000,0008 7T © 9 &
10,000,000,0000% & % HE 180.10/8 7T &Y
B& 15+ A % A3 3% 10,000,000,0008% &
B%0.1078 TRy L A% - AR B HAE R
AEMR—_T—tE=ZA=+—8%
;32 °

BB AR5 5% & % 1758,500
fi% + 7,8008% }11,7000% & f% M 1E0.107%
JCHIR% 1 FWing Fung Capital Limited *
E-ZERNAHABEHNREERE=R
BRAFABERIIRES - HHHEE1,0000%
BRICETHEREEEBITRD
AH ARBTFHEARTRAF
50,000% & A% M f&1.00% JT K934 £ 8 K
BIRG FARANEEBRKE A
1,000,000,0007% JT * % /10,000,000,000
% 5 BX E 150.1078 TTHIRR 1) ©

BEBRER-_T—tFHNA+AAA
WEBRFZR  ARFTERI0BITH
BEITRARBEITROFES B10RS/RE
BO.0TB TR » B D IF =R -
A F KA FE R AN & 51,000,000,00078
7T * % /100,000,000,000% & f%0.0178
THIEG  RARAREEHITRAZA
7,800 7T * 5 £780,0000% & §%0.017%
TLHIREAD ©
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23. Share capital (Continued)

Notes.: (Continued)

d.

On 27 February 2018, a total of 429,720,000 shares were
allotted and issued, credited as fully paid at par, to the then
sole shareholder of the Company by way of capitalisation of a
sum of HK$4,297,200 standing to the credit of the share
premium account of the Company. Such shares rank pari passu
in all respects with the then existing issued shares of the
Company.

On 27 February 2018, 143,500,000 ordinary shares with a par
value of HK$0.01 each of the Company were issued at a price
of HK$0.38 each by way of Share Offer (comprising a public
offer of 43,050,000 shares and a placing of 100,450,000
shares). Such shares rank pari passu in all respects with the
then existing issued shares of the Company. On the same date,
the shares were listed on the Stock Exchange.

24. Deferred tax assets/liabilities

The following is the analysis of the deferred tax assets/
liabilities for financial reporting purposes:

23. R4 ()
Kiat - (&)

d. RZBE-—NF_A=-++tH BBEHAX
A AR 19 4 B B /9 i BR 884,297,2007%
TEREMMAERARRAIME—RRE
BeE RETREEBEARIEERNE
$£429,720,0008% % 15 © 3% & B 19 £ A
EFEEARAHEBEEZE TR
NEBRSHAL

e. RZE-NF_AZ_+ttH ARQ
7]143,500,000/% & & M {B0.01% 7T
ZERBREEBAROBESIXN(BE
% 5 % #43,050,0000% B 7 K B &
100,450,0000% % 17) ¥% & B%0.38% 7T 2
BIREIT - ZERGEMEHAEEELR
AERBEEZERTRNDEBR S
fL-RA - BRONBEZXFT LT -

24. EEBRIBEBEE &F

VAT 75 P8 /B B 755 R 3R R i IR RE 7 IR
BE/ BN

2018 2017

—ZE2-N\F —E—+tfF

HK$'000 HK$'000

FHET FAET

Deferred tax assets BEIERIBEEE 782 —
Deferred tax liabilities EEFIEEE (730) —

52 —
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24. Deferred tax assets/liabilities 2. EXEHRBEE BE (&)
(Continued)
The following are the major deferred tax assets (liabilities) LTATECHRECEHBEE (A
recognised and movements thereon during the current and BRERAFERBEFEZE
prior years:
Timing
differences
ECL on costs
provision  Tax losses recognition Total
BHEE B &
ERERf HEBE BIRE @t

HK$'000  HK$'000 HK$'000 HK$'000
TAT TATL TAT TAT

At 1 January 2017 and RZZE—tE-A-BRK

31 December 2017 —E—t&+-A=1—-H - — - -
Adjustments (see note 2) HE(RHE2) 152 — (730) (578)
At 1 January 2018 (restated) RZZE-NE-A—-B#EET) 152 — (730) (578)
Credit in profit or loss FAER - 630 - 630
At 31 December 2018 R-_F—-\F+-A=1—H 152 630 (730) 52
At the end of the reporting period, the Group has unused REmERR AEEARSABEEE
tax losses of HK$3,818,000 (2017: nil) available for offset 3,818,000 T (ZE—+ 4% T) A B
against future profit. A deferred tax asset has been EH SRR GER - ERBEEIEER
recognised in respect of HK$630,000 (2017: nil) of such IE I B 7B & E 49630,00008 L (= =

losses. —tFF)e
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Capital risk management

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to the shareholders through
the optimisation of the debt and equity balance. The
Group's overall strategy remains unchanged from prior
year.

The capital structure of the Group consists of net debts,
which include the bank borrowing as disclosed in Note 22,
net of cash and cash equivalents, and equity of the
Group, which comprises share capital and reserves.

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors of
the Company consider the cost and the risks associate
with each class of capital. Based on recommendations of
the directors of the Company, the Group will balance its
overall capital structure through the payment of dividends,
new share issues as well as the issue of new debts or
repayment of existing debts.

25.

EXmERERE

A E I R A R DR A BT
ERSHEREEEEREE AN
EBECEGRBETERBEAR
S8 2] 75 - 7 4 [ ) B 08 56 2 2 B
A M 5 T

AEBNEARBEERNEENFE
B(BREME22 M BENRITEER
ENMBRRERBRSFEY AREK
R EARAREEERK -

ARREFTHWMTEARE - ZR
MO RARREZTEESEE
AR AR AN R B - IRIFA D
AEFEMEERZ A5EBEAX
TR B ~ BATH D A R B AT B 75
NERRBEHFEHEBREBERRE -
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26. Financial instruments

(a)

(b)

26. T A

Categories of financial instruments () MBEITEER
2018 2017
—E2E-N\F —F—tF
HK$’000 HK$'000
THE T FET
Financial assets BBEE
Financial assets at amortised BEENAFE2HBEE
cost 89,445 —
Loans and receivables Bk EWGIE (BEE KT
(including pledged and K2R HIRITIF R R iRTT
restricted bank deposits and wEHRIEE)
bank balances and cash) — 59,813
Financial liabilities BBaE
Amortised cost B3 R AR 41,761 40,223
Financial risk management objectives and (b) BMEEKBEEEEREKX

policies

The Group’s major financial instruments include
trade and other receivables and deposits, amounts
due to related companies, pledged and restricted
bank deposits, bank balances and cash, trade and
retention payables, other payables, bank overdraft
and bank borrowing. Details of these financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
include market risks (currency risk and interest rate
risk), credit risk and liquidity risk. The policies on
how to mitigate these risks are set out below. The
management manages and monitors these exposures
to ensure appropriate measures are implemented on
a timely and effective manner.

AEENETEMBETABREES
REMEYRIARIZS « EITREE
A B FOR - 2 A RERGIR
THEF RTEHRERE B
ENFEREMRES  EME
IR SRITES RRITER
ZF R T AMF BN AN E
B - ST AR
BT SRR (8% E R kA X
R -EERRERSBE SR
B o A B8 a0 (o] R0 1K 5% 5 AL ez 9 R
RN T - -EEEEERER
ZERAR  ERESMERER
BHEENE -
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26. Financial instruments (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risks

Currency risk

The Group’s exposure to currency risk mainly arises
from the fluctuation of HK$ against the functional
currency of the relevant company now comprising
the Group. The carrying amounts of the foreign
currency denominated monetary assets other than
the functional currency of the relevant company now
comprising the Group are as follows. The
management closely monitors foreign exchange
exposure to mitigate the foreign currency risk.

26. B T A (&)

(b)

BHEBEEREREERE

45 B B2
B R

AEEHNEBEREZRNET
RAKEBRETHEBRRIE
B NE) o WIEAREE B ATIE
THBQRNEEENINEE
EREENREENSENT - &
32 8 7 ) 8L 52 HM B Al B DAORL IR A1
R -

Assets
EE
2018 2017
—E-N\&F —E— 4
HK$’000 HK$'000
FTHER FAT
HK$ T 3,263 4,930

A subsidiary of the Company has adopted MOP as
functional currency and has foreign currency
denominated monetary assets denominated in HKS.
As MOP is pegged to HK$ the Group’s foreign
currency risk exposure is not considered to be
significant.

AR R — A B~ B ER A R P
REDEER R EA BT E
MINEHEEBEE - AR
B EE TN Rt A KB
KRBEERL TERX-
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26. Financial instruments (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risks (Continued)
Interest rate risk

The Group’s cash flow interest rate risk relates
primarily to variable-rate bank balances, restricted
bank deposits and bank overdraft as disclosed in
Note 18 and bank borrowing as disclosed in Note
22 due to the fluctuation of the prevailing market
interest rate. The Group is also exposed to fair value
interest rate risk in relation to the Group’s fixed-rate
pledged bank deposits as disclosed in Note 18. The
Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of interest rates on
bank balances and Hong Kong Prime Rate quoted by
the lending bank arising from the Group’s Hong
Kong dollar denominated borrowing. The Group aims
at keeping borrowing at variable rates. The Group
currently does not have a policy on hedging interest
rate risk. However, the management monitors
interest rate exposure and will consider hedging
significant interest rate risk should the need arise.

Sensitivity analysis

The sensitivity analysis below have been determined
based on the exposure to interest rates for variable-
rate bank overdraft and bank borrowing. The
analysis is prepared assuming the amount of liability
outstanding at each reporting period end was
outstanding for the whole year. A 100 basis point
increase or decrease is used which represents
management’s assessment of the reasonably possible
change in interest rates.

If interest rates had been 100 basis points (2017:
100 basis points) higher/lower and all other variables
were held constant, the Group’s profit after tax for
the year ended 31 December 2018 would decrease/
increase by HK$110,000 (2017: HK$163,000).

BT R (E)

(b)

MBEREREESEREE(E)

7 45 AL B ()
e

$%lmﬁém;ﬂfﬂ IK
KT FE18AT IR BB 1 )F B IR 1T 4
# > SRHIBTES &ﬁﬁﬁi
ME 22 B IRITERERIRT
%R R B 3| B R R - &
SENTHEEBASEEET =

BHEFRITERZ A FENER
B (R MTFE18IKEE) - REE AR
ERMEEREZEFRIRRA

%l%xﬁﬁﬁ%%ﬁﬁ%%ﬂ
RRERRITAREEREER
KRE - REBEH BRDER N
AENEESER AEBERE
I 4 ) K E R PR o R
B B B R M R E R I 4 B
EELHHEBANKEAR

BRE D

AT SURRE DT Ty BN ZE BIRTT
B MRITERAEE T ER
BRET - HBEZSTRHBES®
HHRAEENEBEAEFRE
BomoMAEER EAS TR
100 EZEXETEEEHFIES
Bl Re #E A RT (S -

WA= EFTBE1001EZ 2 (=
T—tF 100EEZ) mATEH
thEERFAE  AIAEEHE
—ZE-NE+-_A=+—HItF
R B8 0m R g R A 18N
110,000 w(= & — & F:
163,000/ 7T) °
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26. Financial instruments (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risks (Continued)
Interest rate risk (Continued)
Sensitivity analysis (Continued)

No sensitivity analysis has been prepared for the
exposure to interest rate risk on the Group’s bank
balances and restricted bank deposits as the directors
of the Company consider that the exposure is
minimal.

Credit risk and impairment assessment

Overview of the Group's exposure to credit risk before
application of HKFRS 9 as at 1 January 2018

In order to minimise the credit risk, the management
has delegated a team responsible for determination
of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual debt at the end of the reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.

The Group has significant concentration of credit risk
in a few customers. As at 31 December 2017, the
outstanding balances from the five largest
customers, which have been included in trade
receivables and retention receivables, amounted to
HK$34,067,000 in aggregate, which represents
approximately 95% of the total trade receivables
and retention receivables. In view of their credit
standings, good payment record in the past and long
term relationships with the Group, the directors of
the Company consider that the Group’s credit risk is
not material.

BM#%IA (&)

BBREREEREREKH)

45 B B2 ()

s (%)
BRSE T (&)
BERAEBIRITEBRRZ RS
fﬁﬁf KA ) 2 | B A B R R
D ARARBEFTRRER
BT RE

=& & B R e FF 1

RZF-NE—H-HEREE

B 7% 3R & E R FE 955 B A 5% B

HAEERREE

REEEERR EEELEZIK
@f%%a%m{:fﬂ:ﬁﬁ EEH
R E A B B2 AR R BRELIR
BITBHMEBBRES - o K
SERHE RS HEBIE
5 69 AT Y [B] & B8 DA B 4R 38 1 AT 4R
Ol &8 F L R SBEERE - Bt
ME ARAEEFRARAEEE
YN PN DR

AEEASBREFNEANEE
SRR RZE—tF+=H
Z—+t—H REEREFHNERHM
ER(BIEE 5B TE & E UK
RE®) A K A34,067,000% 7T
HE S REKFENERRESE
FHKI95% - ER B HFEERT 4
z&&ﬁ%ﬂ%&ﬁé’zﬁﬁ%&ﬁvﬁ%@m
RHBEE ARFEERAELE
EmEERRITEK -
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26. Financial instruments (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Overview of the Group's exposure to credit risk before
application of HKFRS 9 as at 1 January 2018
(Continued)

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation.

Other than the above, the Group has no other
significant concentration of credit risk, with exposure
spread over a number of counterparties.

Overview of the Group’s exposure to credit risk after
application of HKFRS 9 as at 1 January 2018

For trade receivables and contract assets, in order to
minimise the credit risk, the management has
delegated a team responsible for determination of
credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken
to recover overdue debts. In addition, the Group
performs impairment assessment under ECL model
upon application of HKFRS 9 on each individual
debt. In this regard, the directors of the Company
consider that the Group’s credit risk is significantly
reduced.

For other receivables and deposits, management of
the Group makes periodic individual assessment
under 12m ECL on the recoverability of other
receivables and deposits based on historical
settlement records and past experience. The
management of the Group believes that there is no
material credit risk inherent in the Group’s
outstanding balance of other receivables and
deposits.

26. I TR (&)

(b)

BREBEERRERBEE

= B 7 B R Bt e 7P 15 (A&

R-ZF-NF—A—HEREE
B 7% 3 & 2E R FE 95 B AN 5 B ]
HEEREEE (&)

HREF T REERSOIRT
BWRBESEERRABR -

B EXCRTALIN - AEEBEE
EXFESTRER HERERD
HRZRHFT -

R-ZF-NF—H-HEREE
B 7% 3 & 2E R FE 95 14 7N 5 B ]
#HeysEREHE

REZRRREARANEEM
FOREEREEERR R
BEEZE-HABREEEEE
RE - FEFEHNREMEERE
Fr - FEOR L U (O] 780 2R 48 75 B BUR
EITE o WO AEBHERAE
7B B 7% 3R o 2 R S O5R 1& 1R TR
EEBERENX HE-—FEHE
TTRER G Bt s - AR A
EERARAKRENEERARE KX
IR D o

EMBERAEREFRME A
SHEEETHRBESLENT
85 3 38 1 A B Y HL b R MORROR e
T 30 # AT Y B 32 2 AF AR R 1218
AFRHEEERER G - K&
EEEERR  AEBEEAMEYK
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BM#%IA (&)

(b) Financial risk management objectives and (b)

policies (Continued)

Credit risk and impairment assessment
(Continued)

Overview of the Group’s exposure to credit risk after
application of HKFRS 9 as at 1 January 2018

(Continued)

The credit risks on bank balances, and pledged and
restricted bank deposits are limited because the
counterparties are banks with high crediting ratings
assigned by international credit-rating agencies. The
management of the Group considers the probability
of default in negligible and accordingly, no loss

allowance was recognised.

The Group has significant concentration of credit risk

in a few customers. At the end of the
period, the outstanding balances from

reporting
the five

largest customers, which have been included in trade

receivables and contract assets,
HK$84,490,000 in aggregate, which

amounted to
represents

approximately 98% of the total trade receivables
and contract assets. In view of their credit standings,
good payment record in the past and long term

relationships with the Group and taking

into

consideration of forward-looking information, the
directors of the Company consider that the Group's

credit risk is not material.

Other than the above, the Group has

no other

significant concentration of credit risk, with exposure

spread over a number of counterparties.

BBREREEREREEKH)

1= B 7 B2 R et 15 AT 15 (&)

R-ZF—NF—A—HEAZE

BRI FE I 1% A2 B [E]
s (%)

HHERE
HAERERHE

RITHEBR M BT R ZRHIRT
FRNEERRER ARYHF
TREBREREFEREFLSS
fZEpJFi&E’JfE CAEEEERE
RREBLT BN R RRE T
&tléﬁiﬁﬁmﬂﬁﬁéﬁ °

AEEASIBEREFNEANEE
SRR -RBEHR REA
AREFPHARNGEH® (BEEIE
WRBEBREREHNEE)ARB
84,490,000/ 7T ' (5 & 5 JE U 5K
ERAHNEEBRENISY - EE
HEEEFNS BTN REHR
FREAEENRBBRZR - ,i&;
LAETEHEER  KRABEER

AEEMERERR ITEK
Bk L3Rt oh - AN R BB E A
BEXEESTRR BARRD

HRZREFH -
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26. Financial instruments (Continued)

(b) Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment

(Continued)

Overview of the Group’s exposure to credit risk after
application of HKFRS 9 as at 1 January 2018

(Continued)

The Group's internal credit risk grading assessment
comprises the following categories:

26. I TR (&)

(b) FEEBREEBRKBEE

= B 7 B2 R Bt 1 AP 15 (A&

RZFE-NF—H—-HEHREE
75 3 & E R FE 95 15 AN 5 [ ]

#H A1z E R R

(&)

AEEABEERRHE T

BRIAERK

Internal

credit rating

AR 1S B FF AR

Description

59

Trade receivables/
contract assets
BEZEWXRE
EHNEE

Other financial
assets

Hitt B &EE

Low risk

1K = B2

Watch list

ERgE

Doubtful
2]

Loss

B 1R

Write-off
i 85

The counterparty has a low risk of
default and does not have any
past-due amounts

REHFHNENRREE B &
1 {a] 280 HA 5K 18

Debtor frequently repays after due
dates but usually settle after due
date

BEHEAKLERINPRRER BFF
REIBA A& ER

There have been significant increases
in credit risk since initial recognition
through information developed
internally or external resources

B ¥ R AR B RS R A2
S EYE B AN AR E TR B 1 N

There is evidence indicating the asset
is credit-impaired

FEBRBRTEEHLREERE

There is evidence indicating that the
debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery

EEBRBETNEHRAGREN KRR
REEW|ER AW EHE

Lifetime ECL — not
credit-impaired
>HEHREEERE
— BEERE

Lifetime ECL — not
credit-impaired
>HEHREEERE
— BEERE

Lifetime ECL — not
credit-impaired
>HEHEEERE
— BEERE

Lifetime ECL —
credit-impaired
>HEHEEERE

— EERE

Amount is written
off
FRIE B i

12-month ECL
REABEHEER
&5 18

12-month ECL
REABEHEER
&5 18

Lifetime ECL — not
credit-impaired
>HEHEEERE
— BEERE

Lifetime ECL —
credit-impaired
>HEHEEERE

— EERE

Amount is written
off
FRIE B i
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26. Financial instruments (Continued)

(b)

26. B T A (&)

Financial risk management objectives and (b) BIKEKEEBERBEE)
policies (Continued)
Credit risk and impairment assessment 15 B E B R 815 (&)
(Continued)
Overview of the Group’s exposure to credit risk after RZE-NF—H—HAEREE
application of HKFRS 9 as at 1 January 2018 B 75 3 & 28 Rl B 957 14 7K 5 [ ]
(Continued) #HeysEREHE (&)
The table below details the credit risk exposures of TRAMBRBEEREEBETG
the Group’s financial assets at amortised cost and REBEKEHENAFTECUBE
contract assets, which are subject to ECL ERGHNEEMEERZEER
assessment: &
External Internal Gross
credit credit 12-month or carrying
2018 rating rating lifetime ECL amount
NBEE ABEE N2EAZHES
—E-N\§ TR TR EEER EEAR
HK$'000
TER
Financial assets at REBHERATERZ
amortised cost MBEE
Other receivables and HEEUWFBREFR N/A (Note 1)  12-month ECL 1,335
deposits TER (M) NEAEHEEESE
Pledged and restricted bank 2K & % IR # A or above N/A 12-month ECL 12,330
deposits BIIER AL TER 1NAREEEEER
Bank balances RITEH A or above N/A 12-month ECL 28,173
AZ B £ TER NEREHEEFB
Trade receivables B 5 WA N/A (Note 2) Lifetime ECL 48,762
TER (f&2) 2HBEHCEERE
Other item Httg e
Contract assets BHEE N/A (Note 2) Lifetime ECL 39,071
TER (f&2) 2HBEHEEEHE
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26. Financial instruments (Continued)

(b)

26.

M IA &)

Financial risk management objectives and (b) HIKEKREEBEZREEE)
policies (Continued)
Credit risk and impairment assessment =B 7B R dE 15 (E)
(Continued)
Overview of the Group’s exposure to credit risk after RZF-NF—H—HERZEE
application of HKFRS 9 as at 1 January 2018 B 75 3 & 2E Rl 957 14 K 55 B[]
(Continued) HEERE R E (&)
Notes: Bat
1. For the purpose of internal credit risk management, the RADEERBREREMS @+ A%
Group uses past due information to assess whether EERAaBERT VL ER
credit risk has increased significantly since initial BEBERBRAES KB KNE
recognition. The Group determines that the internal B 7 F H A JE MR ITE R R A
credit rating for other receivables and deposits are low HEETRAERR ALZE
risk, and thus the ECL or these financial assets are MBEENEREERELTE
insignificant. K
Not past due/
no fixed
repayment
Past due terms Total
REHEE
TE BRI Foy
HK$000 HK$000 HK$000
FET FET FET
Other receivables and deposits Hth fE U GRTE R TF 3K 1,335 1,335

For trade receivables and contract assets, the Group has
applied the simplified approach in HKFRS 9 to measure
the loss allowance at lifetime ECL. Debtors were
assessed individually based on internal credit rating.

HRESERUFEARGHNEEM
FOAKRERBEEMBREE
BIB9S 2 M #7751 2 B Ta 1)
EEBEFEBEEEE - BHA
Ty iR 4R N EDE B A ARE B R4
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26. Financial instruments (Continued)

26. B T A (&)

(b) Financial risk management objectives and (b) BIKEKREREBERBEE)
policies (Continued)
Trade receivables EZENKE
Gross  Weighted Net
carrying average Loss carrying
Internal credit rating amount loss rate  allowance amount
0 e SF 15
A RS B R FREAE BER EEERE FREFRE
HK$'000 HK$'000 HK$'000
THETT THETT THETT
Low risk 1K & 46,998 0.04% 18 46,980
Doubtful xR 1,764 65.00% 1,147 617
48,762 1,165 47,597
Contract assets BEHEE
Gross  Weighted Net
carrying average Loss carrying
Internal credit rating amount loss rate  allowance amount
¥
R ERE E AR BRH A E BiEx BiERAE FREFEE
HK$'000 HK$'000 HK$'000
THETT THETT THETT
Low risk 1K &L B 38,385 0.055% 21 38,364
Doubtful N 686 65.00% 446 240
39,071 467 38,604

The estimated loss rates are estimated based on
historical observed default rates over the expected
life of the debtors and are adjusted for forward-
looking information that is available without undue
cost or effort. Management performs
regularly to ensure relevant information about
specific debtors is updated.

review

il 5t B 18 X JH & 1 WR SR T
FHNELBERMBREOEM
iU EFNHESZKARS
1 BRI 13 9 A BE 1 & BHE L
B BIEEE HETTER AR
AR EEFSANEREN SR

e
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26. Financial instruments (Continued) 26. % I A (&)
Financial risk management objectives and (b) HIKEKEREBZERBEEGE)
policies (Continued)
Contract assets (Continued) BHEE ()
The following table shows the movement in lifetime TRINFBEENC T EDERA
ECL (not credit-impaired) that has been recognised HIEWHRBEREHNEENSDH
for trade receivables and contract assets under the TEHEEEE(LEEFEERE) D
simplified approach. 2o
Trade Contract
receivables assets
=N A E AHNEE
HK$'000 HK$'000
TET FTER
At 1 January 2018 — As restated R—-_Z—N\F—H—H
— K& 916 358
Impairment loss recognised BERBAEEE 259 113
Currency realignment WA K (10) 4)
At 31 December 2018 RZE—N\F
—A E+ 1,165 467
Liquidity risk HEEE R
Ultimate responsibility for liquidity risk management ARA jﬁiﬁ'ﬁm@ﬁiﬂ kR E
rests with the directors of the Company, who have EERKEE Afk)ﬁk—rEﬁii
built an appropriate liquidity risk management KB A & BB %%W\E@
REFEE - EP&ﬁﬂﬁﬁiLX&@J

framework for the management of the Group’s
short, medium and long-term funding and liquidity
management requirements. The Group manages
liquidity risk by maintaining adequate reserves and
borrowing facilities, by continuously monitoring
forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The following tables detail the Group’s remaining
contractual maturity for its non-derivative financial
liabilities based on the agreed repayment terms. The
tables have been drawn up based on the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be
required to pay. The maturity dates for the non-
derivative financial liabilities are based on the agreed
repayment dates.

BRBECEERAT AEEHB
BEBFTEHEBELEERE &
BELEARERRSREMA
HUBEERABNIHBMELSM
ERRBETAR-

TRIREREERBFIAEE
#?ZTEHM‘%’%F% S A KB

cREMBARERAEER
%&%1%?4?5%9’19'\7}%&%1?*5\5
RAESRERE - HITEMHKA
BEHI B TR E i E B R B HIEE
5o
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26. Financial instruments (Continued)

(b)

Financial risk management objectives and

policies (Continued)

Liquidity risk (Continued)

26. B T A (&)

The tables include both interest and principal cash
flows. To the extent that interest flows are floating

(b) MHEBEREEERBEKE)

B E £ m e (E)

ZERBBERERMNELAZRER
E-WMAMERERIBNE A

rate, the undiscounted amount is derived from REHIR @ BB IR S AR 80 A R
interest rate at the end of the reporting period. B
Liquidity tables MEE 2K
Weighted On demand 91 days Total Total
average or within to Over undiscounted carrying
interest rate 90 days 1 year 1 year cash flows amounts
mETIHE 90A /& 9B E1E BBI1E AFRRSRAE REAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TER TET TERT TET TERT
At 31 December 2018 RZZ-NfE+ZA=1-AH
Non-derivative financial liabilities FTERBEE
Trade and retention payables EHENFEREMNRES — 17,886 — 5771 23,657 23,657
Other payables Hfth B FRIB - 132 - - 132 132
Amounts due to related companies AT B A AR - 4,834 - - 4,834 4,834
Bank borrowing BAER 5.375 13,138 - - 13,138 13,138
35,990 — 5771 41,761 41,761
Weighted On demand 91 days Total Total
average or within to Over undiscounted carrying
interest rate 90 days 1 year 1 year cash flows amounts
RERHL
Mg FHF = 90B 9IBEIE BBIE AFRRALRLE RELE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FET FTET FiET FTET FiET
At 31 December 2017 R-B-+tH+ZA=+-AH
Non-derivative financial liabilities FTERBEE
Trade and retention payables EHENTEREMNRES — 10,452 — 4,102 14,554 14,554
Other payables Hfth B FIB — 1,071 — — 1,071 1,071
Amounts due to related companies AT B A R SR — 5,041 — — 5,041 5,041
Bank overdraft BFITEX 6.75 72 — — 72 72
Bank borrowing BITHEE 525 19,485 - — 19,485 19,485
36,121 — 4,102 40,223 40,223
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26. Financial instruments (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)

Bank borrowing with a repayment on demand clause
are included in the “on demand or within 90 days”
time band in the above maturity analysis. As at 31
December 2018, the aggregate undiscounted
principal amounts of this bank loan amounted to
HK$13,856,000 (2017: HK$21,057,000). Taking into
account the Group's financial position, the directors
do not believe that it is probable that the banks will
exercise their discretionary rights to demand
immediate repayment. The directors believe that such
bank loan will be repaid two years (2017: three
years) after the end of the reporting period in
accordance with the scheduled repayment dates set
out in the bank borrowing agreement, details of
which are set out in the table below:

26. I TR (&)

(b)

MBEREREESEREE(E)

B E £ E R (E)

REMEBEIBAR DT REREK
EEETNRITERTANEE
K 90H R IBEREMAR - R ==
—NE+-A=+—8 #%BR
TEFRNATEASRE A
13,856,000 jt (= & — + F -
21,057,000/ 70) ° &t R A K E
MBI  EERABIRITIK
AREETEENBESRAEE
HoBERE BEBERITERD
EREATENBH  BERT
BERBRFEHREMF (=
—tEF=ZF)EBEE - FBIERN
T -

Maturity Analysis — Bank borrowing with a repayment on demand

clause based on scheduled repayment

AHMAIN — REREREERRVBTER BEEEERD

Total
Less than 1-2 2-3  undiscounted Carrying
1 year years years cash outflows amount
RFRAER
PME 1-25 2-3%F e REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
31 December 2018 —E-NF
+ZA=+—H 7,229 6,627 — 13,856 13,138
31 December 2017 —E—tF
+-A=+—H 7,220 7,220 6,617 21,057 19,485

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities are
subject to change if changes in variable interest rates
differ to those estimates of interest rates determined
at the end of the reporting period.

L EEL-DEVSEEES
5 # R (5 R — + BIE B3
PR R ETBFIE T ARA
e ERME -
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26. Financial instruments (Continued)

(c)

Fair value measurements of financial instruments

The fair values of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis with the most
significant inputs being the discount rate that
reflects the credit risk of counterparties.

The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the
consolidated financial statements approximate their
fair values.

27. Operating lease commitments

The Group as lessee

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

26.

27.

B #% T A ()
€ BBIEATHEHE

MBEERMBABAFEIR
BEIFRBEROMRRARERE
BUET EHKTIERARES
R F 75 E E R R H) IR X

ARAEFZBRNEAVBRE
RE A AN BRI E E N B
HBRERAERAEAFERE -

KEHE AR
AEEBEEA
RERE B - A B AR N O B

EHERARRKEEE A -
FEEMT

2018 2017

—E-N\F —T—+tF

HK$'000 HK$'000

FER FHET

Within one year —F KX 665 273
In the second to fifth year inclusive HE-_EZEFHF(BEEERE

M F) 33 —

698 273

Operating lease payments represent rentals payable by the
Group for its office premises. These leases are negotiated
for terms ranging from six months to two years. None of
the leases include any contingent rentals.

REMENTEAEERRZTREYE
BAMMEE ZFHENEERHEY
NFREAEMF -HIEBEREE
A AEE -
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28. Related party disclosures

()

Related party transactions

The Group had entered

28.

into the following

BB 5 R

() BBAIXS

RAREE AEECD EEBTRT

transactions with related parties during the year: YIATRS
Name of related Nature of
company Relationship transaction 2018 2017
) NG B % XEMHHE —E-N\F —E—+1F
HK$'000 HK$'000
THET FAET
Botop Engineering Mr. Chung has Rental expenses — 20
Limited controlling
interest
BEIRERAA BEEHEBER HERX
R
Tai Tak E & M Co. Mr. Chung Chu  Sub-contracting 124 6,916
Sum, Mr. expense from
Chung's installation
brother, has services of
joint control MVAC system
ANEIRQA BRAENKSE EHARKLZEH
HEREEHER R L KR
H A ¥ i 4 B BERX
Tai Tak Engineering ~ Mr. Chung Chu  Sub-contracting — 228
(Macau) Limited Sum, Mr. expense from
Chung’s installation
brother, has services of
controlling MVAC system
interest
Tai Tak Engineering $ELAEMEFRE EHBRAKZEHA
(Macau) Limited HEHRLEHE REMZHER
2 A A B BRX
Wing Fung Daughters of Mr. Rental expenses — 42

Engineering Limited

Wing Fung
Engineering Limited

Chung, have
controlling
interests
EhREN T RE
BERER

HEMX
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28. Related party disclosures (Continued)

(ii)

(iii)

(iv)

Financial guarantees provided by Mr. Chung and
related parties to the Group

Details of financial guarantees provided by Mr.
Chung and related parties to the Group for bank
overdraft are disclosed in Note 18.

Indemnities provided by Mr. Chung

As at 31 December 2018, indemnities amounting to
HK$4,870,000 (2017: HK$4,870,000) were provided
by Mr. Chung in favor of the Group in respect of a
construction contract. During the year ended 31
December 2017, the customer for this construction
contract declined the Group’s request to release the
indemnity given by Mr. Chung. Accordingly, the
Group has voluntarily taken out a performance bond
from a bank in favor of the customer for the due
performance of the Group’s obligations under this
construction contract. Both the performance bond
and the indemnity provided by Mr. Chung will be
released upon completion of this contract.

Financial guarantees provided by the Group to
related companies and a related party

Details of corporate guarantees provided by the
Group for general banking facilities granted to
related companies and a related party are disclosed
in Note 30(a). These corporate guarantees were
released during the year ended 31 December 2017.

28. BAEE S K E ()

(i)

(iii)

(iv)

BRERBBIAAEEEHRN
Bt 35 48 IR

BREENBEBORBITELRMA
5 B IR e B TS HE ORI P S 183K

F& o
BERERHNBEHERRE

RZE—N\F+ZA=+—8"
EhEERBESNRAEBIRMH
4,870,000 T(= T — £ F:
4,870,000/ 7o) W R E (R & o

2-FT—+F+-_A=+—HI
FE ZEEANNEFPEREX
SEBRELERROBERE
WERFAlt - AEBEEXHFHR
SEZERTEEANEATEMR
ABEFRRITINBENRE B
PRBRELEREABERS
KRR E BT IE R -

AEEPEBLRRERSREMY®
i Bt 35 42 fR

NEBMBEH AR RER ST ER
B —ARERTTRE FTIR LA A R IE
REFBHERKFE30@) - ZE5A
AERREE_ZE—+E+_A
=t+—BIEFE®ER-
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28.

29.

Related party disclosures (Continued) 28. At LK E (&)
(v) Compensation of key management personnel (v) FEEBAEHE
Other members of key management personnel Hzx-Z—-N\F+-_A=+—H
included two employees (2017: two employees) for tFEE HEWIEZEEEEKE RS
the year ended 31 December 2018. The EMEZEE(ZZE—tF WA
remuneration of directors and these two members BE) RAFE EFENZW
during the year is as follows: ZREHMFBIE AT
2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
THER FET
Salaries and other benefits e kA ME R 6,701 5,569
Discretionary bonus )15 TE 4L 636 712
Contribution to retirement BRI T F S K
benefits scheme 101 73
7,438 6,354
Retirement benefit plans 29. EBIKEF &

The Group participates in a defined contribution scheme
which is registered under the Mandatory Provident Fund
Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Schemes Ordinance. The assets
of the schemes are held separately from those of the
Group, in funds under the control of trustees. For
members of the MPF Scheme, the Group contributes at
the lower of HK$1,500 per month or 5% of relevant
payroll costs each month to the MPF Scheme, which
contribution is matched by the employee.

The Group operates a defined contribution retirement
scheme for eligible employee in Macau. The assets of the
scheme are held separately from those of the Group in
funds under the control of an independent trustee. The
Group has no further payment obligations once the
contributions have been paid. The contributions are
recognised as employee benefit expenses when they are
due and are reduced by contributions forfeited by those
employees who leave the scheme prior to vesting fully in
the contributions.

AEE2EBERGIMEDTES K
PR R Bt E ((REE
st &) /Y E B8 L AT & o % Tl
LEERASEEESRTA BHE
HFAREEEE BB EIKE
mE - A&BEE AK1,500% Tk HE
HMARARZ5% ABIERERE) @RE
SEREHT MEETELASER
Z PR

AEBASRMAGEREBEREREHR
FORAKETE - At Bl 2 EE BB LA
AABEZESEAEELHESR -
RN - NEE B EEAM MK
BEE-HERIBEHEIAL/EERF
X WRZERERENTHEBHRX
A BE B 5T &) AR Wz R mos 4

oip
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29. Retirement benefit plans (Continued)

30.

The total expenses recognised in profit or loss of
HK$452,000 for the year ended 31 December 2018 (2017:
HK$344,000) represents contributions paid and payable to
these plans by the Group at rates specified in the rules of
the plan.

Financial guarantees and performance
bonds

(a)

Financial guarantees

On 6 July 2016, Wing Fung HK, a subsidiary of the
Group, provided a corporate guarantee to Ms. Wong
Sau Ping, the spouse of Mr. Chung, for a banking
facility of HK$6,355,000 for an unlimited amount.
The banking facility is available to Ms. Wong Sau
Ping only. The banking facility was drawn down in
full at 6 July 2016 and is repayable by 291 equal
monthly instalments. As represented by the directors
of the Company, the fair value of the financial
guarantee provided by Wing Fung HK was
insignificant. As at 31 December 2016, Ms. Wong
Sau Ping utilised the banking facility of
HK$6,257,000. The corporate guarantee provided by
Wing Fung HK was released on 4 July 2017.

On 31 August 2015, Wing Fung HK provided a
corporate guarantee to Botop Engineering Limited, a
company in which Mr. Chung has controlling
interest, for a banking facility of HK$2,913,000 for
an unlimited amount. The banking facility is available
to Botop Engineering Limited only. The banking
facility was drawn down in full at 31 August 2015
and is repayable by 188 equal monthly instalments.
As represented by the directors of the Company, the
fair value of the financial guarantee provided by
Wing Fung HK was insignificant. As at 31 December
2016, Botop Engineering Limited utilised the facility
of HK$2,680,000. The corporate guarantee by Wing
Fung HK was released on 25 July 2017.

29. ERIREF G & (F&)

HE-_ZT—- ) N\E+_A=+—HItFE
£ R I8 25 R A452,0008 T (= F
— 4 : 344,000/ 7T) O X B 5B 45
ANEE &SR8 &R 51 Fr 5 88
NREENREMBERK-

BHEERRBARES

(a) HMBEER

RZZE—RFELANH KEFH
B L IR1T R E 6,355,000/ T A48
EEMEBIF TR TIREER
BHRARER -BITHEREHEHTS
FREFEAR-BITHRENR-Z
—RNELtARNBEREERL D
QNEZHEREFADHEE -
AR RREEFTM - LRERE
RENTBEERLAFELTE
K- RZE—RF+ZA=+—
H ITHSLZTEHABRTHE
6,257,000/ 7T - LLE HBIRHE
ARERER_ZE—+FE+ AN
HfRBR o

RZE—RAFNR=+—8 &
ERBIRITRLE 2,913,000 7T
ANERTRAERAR (ELEHE
BEBREZOHAR)IREERE
MAEHER ROMEEREZA
TRRERARER - RITHER
—E-RAFENAZ+—HEREIRE
WY MDI188EZEBRIEF AN
HiEE - AR A EERIM
KERBRETFERNATF
BITERK R _E—ARF+=
A=+—8 BEIEBRAAF
28 AR E2,680,000/8 7T ° 4£L
BEANARIERER-_ZE—tF
+tA-t+tHRBERK-
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30. Financial guarantees and performance
bonds (Continued)

(a)

(b)

30. MBEARBHRES (&)

Financial guarantees (Continued) (a) HKERE
On 21 August 2015, Wing Fung HK provided a RZE—RAFNAZ+—RH &
corporate guarantee to Wing Fung Engineering LEBRIRITAELE,000,000% 7T
Limited, a company in which daughters of Mr. MWing Fung Engineering Limited
Chung have controlling interests for a banking (ErAE s nRBEAERERD
facility of HK$1,000,000 for an unlimited amount. REDREEBREQARER R
The banking facility amount was increased to TRIEBRBEARA T —RF
HK$1,200,000 pursuant to the renewed banking tANRNBWMEBRITRE
facility agreement dated 6 July 2016. The banking %1,200,000/ 7T © $R1TEL & (£
facility is available to Wing Fung Engineering Limited Wing Fung Engineering Limited
only and Wing Fung Engineering Limited can draw f# A » MWing Fung Engineering
down the facility in full at any time. As represented Limited A] BERF B BRI RL & - 3
by the directors of the Company, the fair value of MARARESZFM - LKEFER
the financial guarantee provided by Wing Fung HK HOFFERAFELIEK
was insignificant. As at 31 December 2016, Wing RZE—RE+ZA=+—8"
Fung Engineering Limited did not utilise the banking Wing Fung Engineering Limited
facility. The corporate guarantee provided by Wing EHABRITHE KEFBREMH
Fung HK was released on 9 March 2017. WARERR-_ZE—EF=AN
H AERR -
Performance bonds (b) BHARES
2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
FTERT FET
Indemnities issued to a bank for FLEEEG LM ELRES
performance bonds in respect A $R 173 H 7 (B 1R &
of construction contracts 9,266 2,716
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Particulars of subsidiaries of the 31.

company

The Company has direct and indirect equity interests in the
following subsidiaries:

MEARNFE

AATRATHEA T ES SR
5 14 -

Issued and fully

Place and paid share
date of Principal place capital/  Equity interest attributable
Name of subsidiaries  incorporation of business quota capital to the Group Principal activities
BETRAR AEERUTAE
WEARERE AMRUGERASE TEEEHE  RE/RERK ERE TEED
2018 2017
ZE-\E ZT—t%
Botop Macau* Macau, Macau MOP25,000 100% 100%  Provision of supply,

5 March 2007

) dak AR ZTTLE #F 25,0002 %
=RAR
Wing Fung HK* Hong Kong, Hong Kong HK$700
25 July 1996
REFE R —ANARE o 7005 T
tA-t%A
Wing Fung Investment ~ The BV, Hong Kong US$1
Management Limited* 22 September 2016
Wing Fung Investment ~ EE£BREE - B0 (E
Management Limited* ~ —F—/<#F
AR-+ZH

* Subsidiary indirectly held by the Company
# Subsidiaries directly held by the Company

All of the above subsidiaries are limited liability companies.
None of the subsidiaries had issued any debt securities
during the year or at the end of the year.

installation and
fitting-out services of
MVAC system for
buildings in Macau
REFRETREBHA
BERZIZGNHH
E RERKERHB

100% 100%  Provision of supply,
installation and
fitting-out services of
MVAC system for
buildings in Hong
Kong

REBRETREEM
BELZEZANHH
- ZERKERHB

100% 100%  Investment holding

* ARREEFANHERAF
# ARBEEFAHMHERA

e LB RREAERAF R
AEEIRFEHER  ZFMWB AR
BRTEMNESES -
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32.

33.

Pledge of assets 32

The following assets were pledged to secure certain
banking facilities granted to the Group at the end of the
reporting period:

EERW

RBEHR UTEECEM - AR
BAEEERZETRITRE

2018 2017

—E-—N\EF —E—+tF

HK$'000 HK$'000

FET FET

Pledged and restricted bank deposits = K # & 2[R #l] §8 1717 7% 12,330 5,725
Major non-cash transactions 33. TEFREXRF

During the year ended 31 December 2017, an interim
dividend declared by the Company amounting to
HK$20,708,000 was settled through the current account
with a director. Dividend payables of HK$6,576,000 and
HK$5,100,000 were irrevocably waived by the First Pre-IPO
Investor and the Second Pre-IPO Investor respectively and
the amounts waived were deemed as capital contribution
from a shareholder and credited to capital reserve.

HE-"Z—+tHE+-A=+—HIL#E
€ - N2 RS IR#I20,708,0005 7T 2
HRETDBERE—FEFEAKREE
Y- FE—BEHNAHABRERRES
MNE_RZBRAABEAIREE D F
7] HUE H A % FE 5 % £.6,576,000%
JC %5,100,0008 70 ' ¥ % & B R
BRE—BRENTERARIASE
A -
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34. Reconciliation of liabilities arising from
financing activities

The table below details changes in the Group's liabilities
arising from financing activities, including both cash and
Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated

non-cash changes.

3. MEERDHELENBEGEHK

TRIMAEEAREEHELNA
EEHFF BRASRIFRSE
H-RMEAHELINEABERRERE
IAKBESRE DHBHRAEELKE
ERERERANERBRETDRS

statement of cash flows as cash flows from financing ME
activities.
Amount due to
Accrued a shareholder
share issue Interest Bank of the holding
cost payable Bills payable borrowing company Total
st R B EfERAF
BARA EMRFE ENRE RTEE -2RRAE Ehy
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL
At 1 January 2017 R-Z-+#-F-H - - - - 81 81
Interest expenses MEmE% - 178 19 - - 197
Financing cash flows BERET — 91) (19) 19,485 81 19,294
At 31 December 2017 R-E—t%
TZA=1-8 - 87 - 19,485 — 19,572
Interest expenses MERZ — 872 — — — 872
Financing cash flows BERER (7,663) (812) - (6,347) - (14,822)
Share issue cost accrued RO BTRA 7,663 - - - - 7,663
At 31 December 2018 RZE-NE
+-A=+-H — 147 — 13,138 — 13,285
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35. Statement of financial position and 35.
reserves of the company

AR MBMRR TR B

2018 2017
—E-N\F —E—tfF
HK$'000 HK$'000
FHET FAT
Non-current assets EMEEE
Investments in subsidiaries R E AR ZRE 37,966 37,966
Amount due from a subsidiary FET — M B A 5 5 E
(Note) (K1 5t) 11,498 —
49,464 37,966
Current assets mENVEE
Other receivables, deposits and Hin e RIE e Rk
prepayments TEI 5RIE 1,200 270
Deferred listing expenses B ETR X — 3,349
Amount due from a subsidiary JiE U — R BT /&8 2 &) 308 — 7
Bank balances RITHE R 1,526 14
2,726 3,640
Current liabilities mBBEE
Other payables and accrued H b B RIE R
expenses EFtE R 1,695 1,594
Amount due to a subsidiary FE A — I BT /&8 A R IE — 22,009
1,695 23,603
Net current assets (liabilities) MEBEEAEG)FE 1,031 (19,963)
Total assets less current liabilities BELTERRDAME 50,495 18,003
Capital and reserves &% 7 I 7 1
Share capital & 7% 5,740 8
Reserves fi& 8 44,755 17,995
50,495 18,003

Note: The amount is unsecured, non-interest bearing and is expected
to be recovered after twelve months from the end of the
reporting period.

w it

ZAHBREER - AR B AL TR R
HEHREE @A EBYKE -
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35. Statement of financial position and 35 XA ABMBMRRERKREE
reserves of the company (Continued) (#&)
Movement in the Company’s reserves AXBREENES
Retained
profit/
Share Capital  Accumulated
premium reserve loss Total
REBH/
R EE BAGE 2 EE @
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET THET TET
At 1 January 2017 RZZE—t&—-A—H 22,959 — — 22,959
Profit and total comprehensive income — FREF R 2E R EE
for the year — — 29,361 29,361
Issue of shares BIIRG 14,999 — — 14,999
Dividends declared and settled (Note 72) Bk R (TR & (A:£12) (37,946) 11,676 (23,054) (49,324)
At 31 December 2017 RZZE—tF+-A=1+—-H 12 11,676 6,307 17,995
Loss and total comprehensive expense  FREIE R 2 H Y EHE
for the year — — (14,375) (14,375)
Capitalisation issue of shares BRI ETRR (4,297) — — (4,297)
Issue of shares by Share Offer EBRRNDBEEETRN 53,095 — — 53,095
Costs incurred in connection with issue 377 A 2 &I D B EE 4 AR
of shares of the Company (7,663) — — (7,663)

At 31 December 2018 RZE-N\F+=ZA=1+—H 41,147 11,676 (8,068) 44,755




BN BRL A

2 - NFFEH

FINANCIAL SUMMARY

MBEE

For the four years ended 31 December 2015, 2016, 2017 and 2018 #HZE=ZT—H%F - —T—RF -

Results

ES

R AFRCE-N\FT A=+ BULNEFE

For the year ended 31 December

BE+t-ZA=1T—-HLEE

2018 2017 2016 2015

—E-N\FE ZZT—+F ZZE—RF ZT—HF

HK$°000 HK$’000 HK$’000 HK$'000

Consolidated results mE¥E T T FHET FHET FHET

Revenue U 5 200,635 166,082 134,366 128,592

Gross profit E 38,334 32,569 24,633 22,737

Profit before tax B %% A i 13,039 8,030 17,935 17,855

Profit for the year F 1A % A 10,140 5,211 15,405 15,684
Assets and liabilities EERERE

For the year ended 31 December
BE+t-A=+t—HLEE

2018 2017 2016 2015

—E-N\E —ZEB—+F —T—RNFE —E—REF

Consolidated assets HK$000 HK$'000 HK$'000 HK$'000

and liabilities HEBEERAEE FET FAETT FAETT FAETT

Total assets BEE 130,598 74,046 91,088 64,997

Total liabilities BEE (49,944) (52,349) (40,242) (37,644)

Net assets BEEFE 80,654 21,697 50,846 27,353
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