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PROFIT FOR THE YEAR

FREF

For the year ended 31 December
BE+t=-BA=1+—HILEE

2019 2018 2017 2016 2015
—B-NF ZT-N\F ZFtF —FT-RF —FTIfF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
F#ET FHEIT FEIT FEIT FHEIT
Revenue A 114,489 163,629 125,846 110,467 128,030
Profit before taxation B B AT A 2,310 18,302 28,734 21,281 24,885
Income tax expenses FriSBif X (1,303) (5,721) (5,330) (3,578) (4,169)
Profit for the year F A A 1,007 12,581 23,404 17,703 20,716
Profit attributable to AT RERRR
equity shareholders JEAE 5 F
of the Company 1,007 12,581 23,404 17,703 20,716
ASSETS AND LIABILITIES BEENEE
As at 31 December
R+=—A=+-—-H
2019 2018 2017 2016 2015
—E-hnE ZT)N\F ZFtF ZTF —F-IF
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
Current assets REEE 183,870 176,066 86,530 57,461 67,652
Non-current assets IEMBEE 2,663 1,012 1,592 3,865 2,435
Current liabilities mEBE 23,601 16,213 39,409 35,382 35,769
Non-current liabilities EREAE 1,333 259 536 1,171 1,621
Net assets BEFE 161,599 160,606 48,177 24,773 32,697
Total equity attributable to AN A EIHEZRIEER
equity shareholders FE(ERE = 42T
of the Company 161,599 160,606 48,177 24,773 32,697
Total equity IS 4R 161,599 160,606 48,177 24,773 32,697




On behalf of the board (the "Board”) of directors (the
“"Directors”) of Man Shun Group (Holdings) Limited (the
“Company”), | am pleased to present the annual report of the
Ccompany and its subsidiaries (collectively, the “Group”) for the
year ended 31 December 2019 (the “Year”).

For the year ended 31 December 2019, the Group recorded a
revenue of approximately HK$114,489,000, which was a year-on-
year decrease of 30.0% compared to approximately
HK$163,629,000 recorded in the previous financial year. The
profit attributable to the equity shareholders of the Company was
approximately HK$1,007,000 (2018: approximately
HK$12,581,000), representing a decrease of 92.0% as compared
with last year's profit.

The Group is facing a number of challenges that have negative
impacts on its operation. Macroeconomics and geopolitics have
been uncertain. The overall profitability declined due to long
delays in a large project and its slow construction progress, slow
progress in the commencement of certain other projects and/or
their construction progress, and the slowdown in the property
market of Hong Kong leading to reduction of new projects
available for tender.

In spite of this, as an electrical and mechanical engineering
service provider of heating, ventilation and air-conditioning
system that has rooted in Hong Kong for more than 20 years and
focusing on providing services for new residential property
development projects in Hong Kong, the Group will strive to keep
up relationships with its suppliers and existing customers and
actively explore potential development opportunities, which in
turn will enhance the Group’s future profitability and scale for
maximizing returns for shareholders.

The Group will continue to step up its financial and licensing
management, internal control and corporate governance.
Moreover, the Group will continue to improve the management
of business plans and budgets and enhance its capabilities in
executing plans and controlling budgets, strengthen its human
resources and focus on training talents so as to further raise its
management standards which will in return deliver stable and
sustainable development to the Group.
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I would like to extend my heartfelt gratitude to all the Directors,
management team and all staff for their diligence over the past
year, and to the Company’s shareholders, customers, suppliers
and partners from various sectors for their ongoing great
support.

Cheung Yuen Tung
Chairman of the Board

Hong Kong, 31 March 2020
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Management Discussion and Analysis

BUSINESS REVIEW

The Group is an established HVAC E&M engineering services
provider in Hong Kong with a long business history dating back to
1996. The Group generally focus on serving new residential
property developments projects as a first-tier or second-tier
subcontractor in Hong Kong. The HVAC E&M engineering services
typically involve installation of HVAC systems, which refers to
heat, ventilation and air-conditioning systems.

The Group is registered as a Registered Electrical Contractor
under EMSD, a minor works contractor (company) of Type A
(Classes Il'and 1i), Type D (Classes Il and Ill) and Type E (Classes II
and Ill) under the Building Authority and a registered
subcontractor under the Subcontractor Registration Scheme
operated by the Construction Industry Council.

In order to strengthen the market position as a prime HVAC E&M
engineering services provider and become the preferred choice
of first-tier HVAC E&M engineering subcontractor for property

B B ) i B 23 AT
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Ao e -

7% lf’EF%%E-EEﬁL =M E T2 AR B Ay
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developers in Hong Kong, the Group continues to strengthen the EE NERER ZERVEEREBERENTEMN - I
financial management and licensing qualifications, securing the [ ¥R &Sk HIE T 4 A EE HEZE FEGE
positioning in the property development value chain and  pEg# -
acquiring new business opportunities directly with property
developers and/or their designated main contractors.
FINANCIAL REVIEW Bt 7% [E1 8
Revenue WA
By type of services: ERBERE S
Year ended 31 December
BEt-A=t-HLEE
2019 2018
“E-NE “E-N\E
Gross Gross
Gross profit (Gross profit
Revenue profit  margin Revenue profit — margin
WA A OERE A N OENE
HK$'000 % HKS$'000 HK$'000 %  HK$000
FEx % TET FET % AT
Installation services only RRRRE 40,996 36 10,222 25% 122917 75 39990 33%
Installation services with HVAC ~ ZHERIERRE
Systems procurements THRRRE 73,493 64 13,409 18% 40,712 25 13110 32%
114,489 100 23,631 21% 163,629 100 53,100 32%
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By timing of revenue recognition:

REAEREHE S -

Year ended 31 December
BEt+-—A=1t—BLEE

2019 2018
—2-NnE —EN\E

HKS$'000 % HK$'000 %

FET % FHET %

Services transferred over time  BERS R B RS 83,510 73 150,726 92
Products transferred at a point RN ErE2EE R

in time Em 30,979 27 12,903 8

114,489 100 163,629 100

During the year ended 31 December 2019, the Group's revenue
decreased by approximately HK$49,140,000 or 30.0% to
approximately HK$114,489,000.

The decrease was primarily attributable to the protracted delay
and slowdown in construction progress of a substantial project
Situated nearby the Tai Wai mass transit station. The slowdown in
commencement and/or construction progress of certain of the
Group's other projects also caused a significant delay in revenue
recognition.

Cost of services

BE_Z—NWF+_A=1+—HILtFE XEH
B U AR 4 4949,140,0005 JT 8(30.0% E 4
114,489,000 It °

008 > 3 2 e BT B A B S0 35 Y ) AT B
POTERR o KRR FE M SO AE DA AR I K A O
BB TR, E AN - TR T
RNEATE -

AR A% A

Year ended 31 December
BE+t-H=+t—HLFE

2019 2018
—B-NF —F-N\F

HK$°000 % HK$'000 %

FET % FET %

Subcontracting fees nBEMA 40,428 a4 55,707 50
Materials and consumables LN =S E =) 35,976 40 37,384 34
Direct labour BEEST 10,651 12 12,859 12
Others HAith 3,803 4 4,579 4
Total 4t 90,858 100 110,529 100
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The Group’s cost of services mainly represented the cost of
HVAC systems and other ancillary consumables such as pipes
and fittings and subcontracting charges for completing on-site
works. The cost of services decreased by approximately
HK$19,671,000 or 17.8% to approximately HK$90,858,000 for the
year ended 31 December 2019, as compared to approximately
HK$110,529,000 for the year ended 31 December 2018. The
decrease was primarily attributable to the delay and slowdown of
certain projects during the year, less cost of services were
incurred accordingly.

Gross profit and gross profit margin

The Group's gross profit decreased by approximately
HK$29,469,000 or 55.5% from approximately HK$53,100,000 for
the year ended 31 December 2018 to approximately
HK$23,631,000 for the year ended 31 December 2019. The
Group's gross profit margin decreased from approximately 32.5%
for the year ended 31 December 2018 to approximately 20.6% for
the year ended 31 December 2019. The decrease in the gross
profit margin was mainly due to substantial amount of revenue
were recognised from projects with lower profit margin.

Other income

The other income mainly consisted of bank interest income and
other services income, which principally included repairing
services recognised for the year ended 31 December 2019.

Administrative expenses

Administrative expenses mainly comprised of staff costs, meals
and entertainment expenses, depreciation expenses,
transportation expenses, legal & professional fee and others.
Administrative expenses increased from approximately
HK$20,982,000 for the year ended 31 December 2018 to
approximately HK$23,571,000 for the year ended 31 December
2019. The increase in administrative expenses of the Group was
mainly due to the increase in fees for professional advisors after
Listing.

Finance costs

Finance costs of approximately HK$62,000 for the year ended 31
December 2019 represented interest expenses on bank loans
and overdrafts and lease liabilities.

B B ) i B 23 AT

REEMREHAEZREBE ARG K EME
BYFEAT () nMEE R BE 1) A » LA KR SERKBE T &Y
PREA -BHE-ZT—NF+-A=+—HLHF
B BEKABEBEE-_ZE-N\FE+-_A=+—8
1E4F FE 49110,529,000 7 JT I 2> 49 19,671,000 7 7T
8 17.8% & #990,858,00078 7T ° :Z8 A T B HNE
W& T I8 B RIEE K& hRAE 8 B AR 755 A A A8 FE 10 R

o
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Income tax expenses

For the year ended 31 December 2019, income tax expenses
were approximately HK$1,303,000 (2018: approximately
HK$5,721,000).

Profit and total comprehensive income attributable to
equity shareholders of the Company

For the year ended 31 December 2019, the Group’s profit and
total comprehensive income attributable to equity shareholders
of the Company was approximately HK$1,007,000 (2018:
approximately HK$12,581,000). The decrease in profit and total
comprehensive income attributable to equity shareholders of the
Company was mainly due to the decrease in revenue.

Dividend
The Board does not recommend the payment of a final dividend
for the year ended 31 December 2019.

Trade and other receivables

Trade receivables increased by approximately HK$12,484,000
from approximately HK$20,757,000 as at 31 December 2018 to
approximately HK$33,241,000 as at 31 December 2019. The
increase was mainly due to a payment certificate of
approximately HK$18,000,000 was issued near the end of 2019
which contributed to a high trade receivable balance.

Retention receivables increased by approximately HK$4,717,000
from approximately HK$14,692,000 as at 31 December 2018 to
approximately HK$19,409,000 as at 31 December 2019. The
increase in retention receivables was in line with the progress of
the projects.

Other receivables increased by approximately HK$179,000 from
approximately HK$511,000 as at 31 December 2018 to
approximately HK$690,000 as at 31 December 2019. The increase
was mainly due to the prepayment of insurance expenses made
near the end of the financial year.

Trade and other payables

Trade payables increased by approximately HK$3,563,000 from
approximately HK$4,178,000 as at 31 December 2018 to
approximately HK$7,741,000 as at 31 December 2019. The
increase was mainly due to the purchase of HVAC systems for
projects installation near to the end of the financial year.
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FUTURE PROSPECTS

Looking forward, the Group will further expand the service
capabilities to capture business opportunities and provide
customers with comprehensive HVAC E&M engineering services
with a prudent financial management strategy, pursuing a long-
term healthy business growth and stable return to the
shareholders.

In order to expand the professional talent pool, the Group will
continue to strengthen its human resources and focus on the
training of talents to build a team with outstanding members and
will employ chartered engineers with relevant experience in the
specialty of ventilation works, assistant engineers, foreman,
draftsman and quantity surveyor (depending on the pace of the
business growth) to fulfil the application requirements for, and to
acquire the qualification as registered specialist contractor in the
ventilation works category under the Buildings Department.

Despite the adverse commercial environment and the overall
geopolitical uncertainties in the recent times, the Group will
constantly show perseverance in its development and its ability
to obtain new projects. As a result of the endure hard work by
the management, five new projects of total contract sum of
approximately HK$101.15 million were awarded to the Group
during the year. In addition, the Group will continue to enhance
its budget management, upgrade its ability in plan execution and
budget control in order to further improve its management
standard and secure stable and sustainable development of the
Group.

The outbreak of the new coronavirus disease has had profound
effects all over the world and on all kind of business and
industries. In response to the epidemic, the Group has suspended
one major project for a short period of time. The epidemic has
also had significant impacts on traffic of people and goods
around the world and thus brought uncertainty to the supply of
equipment to the Group. The severe impact of the epidemic on
the economy may affect the opportunity of the Group to be
awarded projects in future and its gross profit margin may also
decrease. If our construction workers are infected, it will
significantly affect the progress of the projects. The Group will
closely monitor the situation and take appropriate measures to
ensure that the Group can operate under normal conditions.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group had net current assets of approximately
HK$160,269,000 as at 31 December 2019 (2018: approximately
HK$159,853,000). The quick ratio of the Group was approximately
7.8 times as at 31 December 2019 (2018: approximately 10.9
times). The Group generally financed its daily operations by its
internal resources and bank borrowings. The Group financed its
business expansion and new business opportunities from the net
proceeds from the listing of shares of the Company on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “Listing”). The remaining unused net proceeds
as at 31 December 2019 were placed as interest-bearing deposits
with licensed banks in Hong Kong.

CAPITAL STRUCTURE
Details of the Company’s share capital are set out in Note 22 to
the consolidated financial statements in this annual report.

FINANCIAL POLICIES

The Group is exposed to liquidity risk in respect of the settlement
of its trade payables and financing obligations, and its cash flow
management. The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements in
both the short and long terms.

GEARING RATIO AND DEBT TO EQUITY
RATIO

The Group’s gearing ratio, which is calculated based on the total
debt divided by total equity (defined as the sum of bank
borrowings and lease liabilities as at the respective year divided
by the total equity as at the respective corresponding year) was
approximately 2.1% as at 31 December 2019 (2018: 0.9%).

The Group's debt to equity ratio, which is calculated based on
the total debt (defined as the sum of bank borrowings and lease
liabilities minus cash and cash equivalents as at the respective
year end divided by total equity as at the respective
corresponding year) was not applicable due to the Group
recorded net cash position as at 31 December 2019.

CAPITAL EXPENDITURE

During the year ended 31 December 2019, the Group invested
approximately HK$1,792,000 (2018: approximately HK$146,000) in
property, plant and equipment, mainly represented motor vehicle
and furniture and fixtures for the office.
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Management Discussion and Analysis

CAPITAL COMMITMENTS

As at 31 December 2019, the Group had no significant capital
commitments (2018: HKSNil).

CONTINGENT LIABILITIES

Save as disclosed in Note 26 to the Company’s consolidated
financial statements, the Group had no contingent liabilities as at
31 December 2019.

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2019, the Group’s bank borrowings and
obligations under finance leases were secured by corporate
guarantees and motor vehicle respectively.

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

During the year ended 31 December 2019, the Group did not
have any significant investment, material acquisition nor disposal
of subsidiaries and affiliated companies.

FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the prospectus of the Company dated 28
June 2018 (the “Prospectus”), the Group did not have other
future plans for material investments or capital assets.

FOREIGN EXCHANGE RISK MANAGEMENT
The Group’s monetary assets, liabilities and transactions are
principally denominated in Hong Kong dollars. The Group is not
significantly exposed to foreign currency risk arising from
monetary assets and liabilities that are denominated in
currencies other than the functional currencies of the respective
group entities.

The Group currently does not have a foreign currency hedging
policy as the foreign currency risk is considered to be
insignificant. However, the management will continue to closely
monitor the Group's foreign exchange risk exposure and will
consider hedging significant foreign exchange exposure when
necessary.
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B B W B e

INFORMATION ON EMPLOYEES AND
REMUNERATION POLICIES

As at 31 December 2019, the Group had 70 employees (2018: 79
employees) with total staff costs (including Directors’
emoluments) of approximately HK$25,703,000 incurred for the
year ended 31 December 2019 (2018: HK$26,372,000). The
Group's remuneration packages are generally structured with
reference to market terms and individual merits. The
remuneration committee of the Company makes
recommendations to the Board on the overall remuneration
policy and structure for the Directors and senior management.

DEED OF NON-COMPETITION

The controlling shareholders of the Company, namely Mr.
Cheung Yuen Tung, Mr. Cheung Yuen Chau and Prime Pinnacle
Limited (collectively, the “Controlling Shareholders”) entered
into a deed of non-competition dated 8 June 2018 (“Deed of
Non-competition”) in favour of the Company (for itself and as
trustee for each of its subsidiaries). For details of the Deed of
Non-competition, please refer to the section headed
“Relationship with the Controlling Shareholders — Deed of Non-
competition” in the Prospectus. Each of the Controlling
Shareholders has confirmed that none of them is engaged in or
interested in any business (other than the Group) which, directly
or indirectly, competes or may compete with the business of the
Group. The independent non-executive Directors have also
reviewed the status of compliance and written confirmation from
each of the Controlling Shareholders, and confirmed that all the
undertakings under the Deed of Non-competition have been
complied with by each of the Controlling Shareholders since 11
July 2018 (the “Listing Date”) and up to the date of this annual
report.

COMPETING INTEREST

Since the Listing and up to the date of this annual report, none of
the Directors or the Controlling Shareholders of the Company or
their close associates are interested in any business which
competes or may compete, either directly or indirectly, with the
business of the Group nor any conflicts of interest which has or
may have with the Group.
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Management Discussion and Analysis

INTEREST OF THE COMPLIANCE ADVISER

As notified by Messis Capital Limited (“Messis”), the Company’s
compliance adviser, save for the compliance agreement entered
into between the Company and Messis in connection with the
Listing, neither of Messis or its directors, employees or close
associates had any interest in the Group as at 31 December 2019
and up to the date of this annual report, which is required to be
notified to the Company.

USE OF PROCEEDS

The Company successfully listed on the Stock Exchange on 11
July 2018 and 250,000,000 ordinary shares were issued at
HK$0.52 per share by way of share offer (the “Share Offer”). Net
proceeds from the Share Offer was approximately HK$102.4
million (after deducting the underwriting fees and other related
expenses.)

The net proceeds will be used for the intended purposes as set
out in the section headed “Future Plans and Use of Proceeds” of
the Prospectus. Set out below is the actual utilisation of net
proceeds up to the date of this annual report:
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General working capital —REEED 10,138 10,138 -
102,400 29,247 73,153

15



Man Shun Group (Holdings) Limited | Annual Report 2019

Biographies of Directors and Senior Management

EFLRREHANERE

EXECUTIVE DIRECTORS

Mr. CHEUNG Yuen Tung (“Mr. Tony Cheung”)

Mr. Tony Cheung, aged 60, is the chairman of the Board, an
executive Director and one of the Controlling Shareholders. He
was appointed as a Director on 4 November 2017 and
redesignated as an executive Director on 12 March 2018. He is
also a director of Man Tung Air-Conditioning Works Limited
("Man Tung AC Works") and Man Tung Air-Conditioning E&M
Limited (“Man Tung AC E&M"), both indirect wholly-owned
subsidiaries of the Company. Mr. Tony Cheung is primarily
responsible for the overall strategic planning, business
development, and corporate management and sales and
marketing of the Group.

Mr. Tony Cheung has over 20 years of experience in air-
conditioning E&M engineering services industry. Mr. Tony Cheung
established a sole proprietorship in 1986 in the trade name of
“Man Tung Air-conditioning Works” to carry on the business of
providing air-conditioning installation services. He is the co-
founder of Man Tung AC Works and Shun Tung Engineering
Company Limited (“Shun Tung"), an indirect wholly-owned
subsidiary of the Company and has been a director of Man Tung
AC Works since its incorporation on 19 November 1996. Mr. Tony
Cheung established Man Tung AC E&M in April 2008 and has
been a director of the company since then. Mr. Tony Cheung,
together with Mr. Gary Cheung, has been responsible for
formulating and determining corporate and business strategies
and making major operation decisions, monitoring the business
operations, reviewing and approving significant contracts and
investment, appointment and appraisal of senior management of
the Group.

Mr. Tony Cheung is the brother of Mr. Gary Cheung, the
executive Director of the Company.

Mr. CHEUNG Yuen Chau (“Mr. Gary Cheung”)

Mr. Gary Cheung, aged 55, is the chief executive officer of the
Company, an executive Director and one of the Controlling
Shareholders. He was appointed as a Director on 4 November
2017 and redesignated as an executive Director of the Company
on 12 March 2018. Mr. Gary Cheung is responsible for the general
management and supervising day-to-day operation of the Group.
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Mr. Gary Cheung has approximately 20 years of experience in air-
conditioning E&M engineering services industry. Prior to joining
the Group, Mr. Gary Cheung was involved in the operation of the
sole proprietorship “Man Tung Air-conditioning Works”
established by Mr. Tony Cheung in the provision of air-
conditioning installation services. He is the co-founder of Man
Tung AC Works and Shun Tung and has been a director of Shun
Tung since its incorporation on 6 November 1998. Mr. Gary
Cheung, together with Mr. Tony Cheung, has been responsible
for formulating and determining corporate and business
strategies and making major operation decisions, monitoring the
business operations, reviewing and approving significant
contracts and investment, appointment and appraisal of senior
management of the Group.

Mr. Gary Cheung is the brother of Mr. Tony Cheung, the
executive Director of the Company.

Mr. TANG Chi Chiu (resigned on 9 April 2019)

Mr. Tang, aged 36, is the executive Director. Mr. Tang joined the
Group as chief financial officer in January 2017. He was appointed
as a Director on 27 February 2018 and redesignated as an
executive Director on 12 March 2018. He was primarily
responsible for overseeing the Group’s overall financial
accounting and reporting.

Mr. Tang is currently a practising certified public accountant in
Hong Kong. Prior to joining the Group, Mr. Tang worked at HLB
Hodgson Impey Cheng Limited from February 2007 to April 2009
with his last position being senior accountant. He worked in
SHINEWING (HK) CPA Limited from January 2010 to November
2011 with his last position as an assistant manager. Mr. Tang was
a finance manager of Fortune Case Limited, a subsidiary of China
Fortune Financial Group Limited from May 2012 to July 2013. He
has been appointed as a director of TANDEM Groups Limited,
TANDEM (HK) CPA Limited, TANDEM (HK) Professional Services
Limited, TANDEM (HK) Corporate Services Limited and TANDEM
(HK) Consulting Limited since December 2011 and v-Change (HK)
Merchants Services Company Limited since August 2017, for
which he is responsible for overall strategic planning.

Mr. Tang graduated from City University of Hong Kong with a
bachelor’s degree in business administration, majoring in
accountancy in November 2006. He further obtained a master of
science degree majoring in finance from City University of Hong
Kong in July 2016. Mr. Tang was admitted as a member of the
Hong Kong Institute of Certified Public Accountants (“"HKICPA")
in February 2011.
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EFLRREHANERE

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. PANG Kam Fai, Dickson

Mr. Pang, aged 63, was appointed as an independent non-
executive Director on 8 June 2018. Mr. Pang is responsible for
overseeing the Group's compliance, internal control and
corporate governance, but not participating in the day-to-day
management of the business operation.

Mr. Pang has over 36 years of experience in the legal profession
in Hong Kong. Mr. Pang has been a partner of Y.C. Lee, Pang, &
Kwok Solicitors (formerly known as Y.C. Lee, Pang, Kwok & Ip
Solicitors) since July 1987. Prior to joining Y.C. Lee, Pang & Kwok
Solicitors, Mr. Pang was an assistant solicitor at Gallant Y.T. HO &
Co., Solicitors & Notaries from March 1983 to March 1986. From
March 1986 to June 1987, Mr. Pang served as an assistant
solicitor at Deacons, Solicitors & Notaries. Mr. Pang has been a
legal adviser of Kwun Tong Resident Association, Kwun Tong
Association for Elderly Limited and Shun Lee Yin Ngai Society
Limited since July 2005, February 2010 and July 2013,
respectively.

Mr. Pang was appointed as a Kwun Tong District board member
from April 1985 to September 1994. From April 1989 to May 1991,
Mr. Pang was an urban councillor. He acted as the district affairs
adviser of the News China Agency from March 1994 to June
1997, responsible for advising on district affairs. Since 2012, Mr.
Pang has been the vice-president of Eastern Kowloon of Hong
Kong of the Scout Association, who is responsible for managing
the financial affairs of Eastern Kowloon Region of Hong Kong
Scout Association. He was the school manager of Kit Sum Lam
Bing Yin Secondary School since 2003 up to August 2017.

Mr. Pang obtained a bachelors of laws degree from The
University of Hong Kong in November 1980. He was admitted as
a solicitor of the Supreme Court of Hong Kong in March 1983, a
solicitor of England & Wales in June 1989 and a barrister of High
Court of Australia in December 1989. He was appointed as a civil
celebrant of marriages in June 2006.
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Mr. LAU Yu Ching

Mr. Lau, aged 56, was appointed as an independent non-
executive Director on 8 June 2018. Mr. Lau is responsible for
overseeing the Group's compliance, internal control and
corporate governance, but not participating in the day-to-day
management of our business operation.

Mr. Lau has over 27 years of experience in accounting and
finance. Mr. Lau joined Asia Aluminum Holdings Limited, a
company which engages in aluminium profile extrusion and
aluminium panel manufacturing in April 1996 with his last
position as a chief financial officer. Mr. Lau then joined Asiaalum
Holdings Limited in August 2009 as its chief financial controller
until July 2014, responsible for corporate management, major
business decisions plans and direction of strategic decisions.
From July 2014 to June 2015, Mr. Lau was an independent non-
executive director of Kirin Group Holdings Limited (formerly
known as Creative Energy Solutions Holdings Limited) (stock
code: 8109), a company listed on GEM of the Stock Exchange and
principally carries on the business of providing energy efficiency
solutions and engineering solutions and engineering services in
the PRC, insurance brokerage and money lending services in
Hong Kong and information technology services in the
Philippines. Mr. Lau has been a director of Aceleap Consulting, a
company which carries on the business of the provision of
private equity consultancy services since January 2015.

Mr. Lau graduated from the University of Western Ontario in
Canada with a bachelor’'s degree of science in 1989. He is
currently an associate member of HKICPA and a fellow member
of Association of Chartered Certified Accountants (“ACCA"). He
has been admitted as a member of the HKICPA and ACCA in June
1997 and May 1997, respectively. Mr. Lau further became a
fellow of the ACCA since May 2002.
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EFLRREHANERE

Mr. LAW Chung Lam, Nelson (formerly known as Law Chi

Cheong)

Mr. Law, aged 57, was appointed as an independent non-
executive Director on 8 June 2018. Mr. Law is responsible for
overseeing the Group's compliance, internal control and
corporate governance, but not participating in the day-to-day
management of our business operation.

Mr. Law has over 36 years of experience in banking and
corporate finance industry. Mr. Law joined Manufacturers
Hanover Trust Company in March 1982 with his last position as
an officer-in- charge of the regional processing centre,
responsible for training, quality control and daily operation. From
June 1989 to December 1989, Mr. Law worked as an account
officer at the First Interstate Bank of California. From November
1991 to August 1998, he worked at Fillpark Limited with his last
position as a general manager. Mr. Law joined Rank Charm
Development Limited as a general manager from 1994 to 1996.
He also worked as a general manager in Wholewin Group, a
company specialised in digital marketing from 2005 to 2008.
Since 2008, Mr. Law has been an associate director of JP Advisory
Limited, a company specialise in corporate finance. Since
September 2013, he has also been the chairman of Angel Fund
Co. Ltd.. From September 2013 to December 2019, Mr. Law was
a non-executive director of Wealth Glory Holdings Limited (stock
code: 8269), a company listed on GEM of the Stock Exchange
which principally carries on natural resources trading and
financial businesses. Since February 2014, he was employed as a
chief operating officer of Cheung Sheng Global Holdings Limited
and was responsible for overseeing general operation of the
company. Since July 2015, Mr. Law has been a director, chairman
and chief financial officer of Sealand Capital Galaxy Limited
(United Kingdom stock code: SGCL), a company listed on the
London Stock Exchange, responsible for the management of the
company and strategic business development. Mr. Law has been
an independent non-executive director of K Group Holdings
Limited (stock code: 8475), a company listed on GEM of the Stock
Exchange since July 2018. Mr. Law completed secondary school
education in Hong Kong in 1979.

Save as disclosed above, each of the Directors (i) has not held
any directorships in any public companies (the securities of
which are listed on any securities market in Hong Kong or
overseas) in the last three years; (ii) does not have any
relationship with any other Directors, senior management or
substantial or controlling Shareholders of the Company; and (iii)
does not hold any positions in the Company or other members of
the Group.
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SENIOR MANAGEMENT

Mr. YIP Kam Ming

Mr. Yip, aged 37, is the project director of the Group. Mr. Yip has
over 11 years of experience in E&M engineering services
industry. He joined the Group in May 2006 as an assistant
engineer and was subsequently promoted as a project manager.
Mr. Yip is responsible for management and technical direction of
the Group's projects and overseeing project design, development
and overall project performance of the Group. Mr. Yip graduated
from The Hong Kong Polytechnic University with a bachelor’s
degree of engineering in building services engineering in October
2012.

Mr. CHEUNG Ting Fun, Andy

Mr. Cheung, aged 35, is the project director of the Group. Mr.
Cheung joined the Group in July 2008 as an assistant engineer
and was subsequently promoted as a project manager. Mr.
Cheung is responsible for management and technical direction of
the Group's projects and overseeing project design, development
and overall project performance of the Group.

Mr. Cheung graduated from McMaster University in Canada with
a bachelor degree of engineering, majoring in mechanical
engineering in November 2008. In November 2014, he further
obtained a master degree of science in building services
engineering from The University of Hong Kong. He has been a
member of American Society of Heating Refrigerating and Air-
Conditioning Engineers since November 2008. Mr. Cheung has
over 11 years of experience in E&M engineering services
industry. Mr. Cheung was an engineering trainee in Honda of
Canada from September 2007 to November 2008 prior to joining
the Group. Mr. Cheung is the son of Mr. Tony Cheung, the
executive Director.

COMPANY SECRETARY

Ms. LO Wan Man (appointed on 9 April 2019)

Ms. Lo, aged 45, has over 20 years of experience in the area of
accounting, auditing and financial management for both listed
and private companies in Hong Kong and the People’s Republic
of China by working in an international accounting firm and other
listed companies. She obtained a master of science in finance
from City University of Hong Kong in July 2005. She worked at
Ernst & Young from March 2001 to December 2003. She was then
employed by Emperor Motion Picture (Hong Kong) Limited as
finance manager from May 2004 to July 2008. Subsequently, she
worked at New World Telecommunications Limited as finance
manager in July 2008 until her resignation in March 2010. She
was a finance manager of Midland IC&I Limited from May 2011 to
January 2014. Since May 2015 she has been employed by MCGI
Consultancy Limited as a senior consultant. Ms. Lo is a member
of HKICPA since January 2003.
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The board (the “Board”) of directors (the “Directors”) of Man
Shun Group (Holdings) Limited (the “Company”) have the
pleasure in submitting their report together with the audited
financial statements of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and its
subsidiaries are principally engaged in provision of installation of
heat, ventilation and air-conditioning system (the “HVAC
Business”) in Hong Kong. Details of the activities and other
particulars of its principal subsidiaries are set out in Note 12 to
the consolidated financial statements.

BUSINESS REVIEW

A review of the business of the Group during the year ended 31
December 2019 and a discussion on the Group's future business
development, and also the Group's performance during the year
ended 31 December 2019 using financial key performance
indicators are set out in the "Management Discussion and
Analysis” on pages 7 to 15 of this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Environmental, Social and Governance Report of the
Company for the year ended 31 December 2019 contained the
information required under Appendix 27 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) is set out on pages 34 to 56 of this
report.

COMPLIANCE WITH LAWS AND REGULATIONS
As an entity incorporated in the Cayman Islands and listed in
Hong Kong, the Company is mainly governed by the Companies
Law of the Cayman Islands, the Companies Ordinance (Cap. 622),
the Securities and Futures Ordinance (Cap. 571) and the Listing
Rules. The Board has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 of the Listing Rules, and each of its
committee has its own term of reference defining their respective
rights, duties and obligation.

During the year ended 31 December 2019, to the best of the
Directors’ knowledge, there is no material breach of or non-
compliance with applicable laws and regulations by the Group
which has a significant impact on its business and operations.
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RELATIONSHIPS WITH STAKEHOLDERS

The Group understands that it is important to maintain good
relationship with its employees, customers, suppliers,
governments and business associates to fulfil its long-term goals
and development. To enhance its competitiveness, the Group
aims at delivering high quality services to its customers
constantly and to continue establishing a caring environment to
employees and emphasis the personal development of its
employees. During the year ended 31 December 2019, there was
no material or significant dispute between the Group and its
stakeholders.

PRINCIPAL RISKS AND UNCERTAINTIES

Risks and uncertainties involved in the business operations of the
Group may affect the Group’s financial conditions or growth
prospects. The Group has been focusing on the control of risks
and uncertainties with the aim of understanding and addressing
the concerns of stakeholders. Key risks and uncertainties faced
by the Group are listed below:

— the revenue is mainly derived from HVAC E&M engineering
projects which are non-recurrent in nature and any failure
of our Group to secure tender contracts would affect our
operations and financial results;

— error or inaccurate estimation of project execution
timeframe and/or project duration and/or costs may result
in substantial loss incurred by us or adversely affect our
revenue and profitability;

— reliance on the major customers;

— the revenue and profit margin are subject to fluctuations
driven by various factors including but not limited to
variation orders, and the past revenue and profit margin
may not be indicative of our future financial performance;

— the strategy to undertake more projects as first-tier HVAC
E&M subcontractor and diversify the customer base could
lead to lower gross and net profit margin going forward;
and

— may not be able to bill and receive the full amount of gross
amount due from customers for contract work, if progress
payment or retention money is not paid in full as a result of
disputes over the work done, the liquidity position may be
adversely affected.
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EVENTS AFTER THE REPORTING PERIOD

No event has occurred after 31 December 2019 and up to the
date of this report which would have a material effect on the
Group.

RESULTS AND DIVIDENDS

The Group’s results for the year ended 31 December 2019 and
the Group’s financial position as at that date are set out in the
consolidated financial statements on pages 77 to 79 of this
annual report.

The Board does not recommend to declare a final dividend for
the year ended 31 December 2019 (2018: Nil).

The Board do not have a fixed dividend policy and the Company
does not have any predetermined dividend pay-out ratio. The
payment and the amount of any future dividends will be at the
discretion of the Board and will depend on a number of factors,
including but not limited to the operations and earnings, capital
requirements and surplus, cash flow position, general financial
condition and other factors that the Directors deem relevant.
Investors should note that historical dividend distributions are not
indicative of the Company's future dividend distribution policy.

ANNUAL GENERAL MEETING

The annual general meeting of the Company will be held on Friday,
5 June 2020 (the “AGM"). A notice convening the AGM has been
issued to the Shareholders together with this annual report, which
is also available on the website of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) at www.hkexnews.hk and
the Company’s website www.manshungroup.com.hk.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Tuesday, 2 June 2020 to Friday, 5 June 2020 (both days inclusive),
for the purpose of determining Shareholders’ entitlement to
attend and vote at the annual general meeting. In order to be
eligible to attend and to vote at the annual general meeting, all
transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s share registrar,
Tricor Investor Services Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong no later than 4:30 p.m. on
Monday, 1 June 2020.
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 4 of this
annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association or the laws of the Cayman
Islands, being the jurisdiction in which the Company was
incorporated.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

During the year ended 31 December 2019, neither the Company,
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s securities listed on the Stock Exchange.

FIXED ASSETS

Details of movements in the property, plant and equipment of
the Group during the year ended 31 December 2019 are set out
in Note 11 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements in the share capital during the year
ended 31 December 2019 are set out in Note 22(c) to the
consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year ended 31 December 2019 are set out in
Note 22(a) to the consolidated financial statements and in the
consolidated statement of changes in equity on page 80 of this
annual report respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the aggregate amount of the reserves
attributable to equity shareholders of the Company, as calculated
in accordance with the Companies Law of the Cayman Islands
and the Company’s memorandum and articles of association was
HK$85,793,000 (2018: HK$92,745,000).

BORROWINGS
Particulars of borrowings of the Group as at 31 December 2019
are set out in Note 18 to the consolidated financial statements.
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DONATIONS

Donation of HK$88,000 was made by the Group for the year
ended 31 December 2019 (2018: HK$NIil).

TAX RELIEF

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

EQUITY-LINKED AGREEMENT

Save as those disclosed in the section headed “Share Option
Scheme” in this Directors’ Report, no other equity-linked
agreement was entered into by the Group, or existed during the
year ended 31 December 2019.

SHARE OPTION SCHEME

Pursuant to a resolution passed by all the shareholders on 8 June
2018, the Company has conditionally adopted the share option
scheme (the “Share Option Scheme”) for the purpose of
providing incentives or rewards to the eligible participants for
their contribution to the Group and enable the Group to recruit
and retain high-calibre employees and attract human resources
that are valuable to the Group. The Board is entitled at any time
and from time to time grant options pursuant to the Share Option
Scheme to the Directors (including executive Directors, non-
executive Directors and independent non-executive Directors),
the directors of the Company’s subsidiaries and employees of
the Group and any other persons (including consultants or
advisers) whom the Board considers have contributed or will
contribute to the Group. The Directors were authorised to grant
options to subscribe for shares of the Company and to allot,
issue and deal with the shares pursuant to the exercise of
options granted under the Share Option Scheme and to take all
such steps as may be necessary and/or desirable to implement
and give effect to the Share Option Scheme. The maximum
number of shares in respect of which options may be granted
under the Share Option Scheme and under any other share
option schemes of the Company must not, in aggregate, exceed
10% of the total number of shares in issue immediately following
completion of the Global Offering (as defined in the Prospectus
dated 28 June 2018), being 1,000,000,000 shares, excluding any
shares that may be issued under the options which have lapsed
in accordance with the terms of the Share Option Scheme (or any
other share option schemes of the Company), unless otherwise
approved by the shareholders of the Company in general
meeting and/or such other requirements prescribed under the
Listing Rules from time to time.
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Unless otherwise approved by the shareholders of the Company
in general meeting, the number of shares that may be granted to
an eligible participant under the Share Option Scheme and any
other share option schemes of the Company (including both
exercised and outstanding options) shall not exceed 1% of the
shares in issue of the Company within any 12-month period. Any
grant of options to a Director, chief executive or substantial
shareholder (as defined in the Listing Rules) of the Company or
any of their respective associates (as defined in the Listing Rules)
is required to be approved by the independent non-executive
Directors. Unless otherwise approved by the shareholders of the
Company in general meeting and/or such other requirements
prescribed under the Listing Rules, the number of shares that
may be granted to a substantial shareholder or any independent
non-executive Director or their respective associates under the
Share Option Scheme and any other share option schemes of the
Company (including both exercised and outstanding options)
shall not exceed 0.1% of the shares in issue, having an aggregate
value in excess of HK$5 million, within any 12-month period.

The Board may, at its discretion, determine the minimum period
for which the option has to be held before it can be exercised,
and the period during which an option may be exercised.
However, no options shall be exercised ten years after they have
been granted. The subscription price of a share in respect of a
particular option shall be not less than the highest of (i) the
closing price of the shares as stated in the Stock Exchange'’s on
the daily quotation sheet on the date of the grant of the option,
which must be a trading day; (ii) the average closing price of the
shares as stated in the Stock Exchange's daily quotations sheets
for the five trading days immediately preceding the date of the
grant of the option; and (iii) the nominal value of a share. The
Share Option Scheme shall take effect from the date it is adopted
and shall remain effective within a period of 10 years from that
date.

From the date that the Share Option Scheme became effective
and unconditional and up to the date of this annual report, no
share options were granted under the Share Option Scheme.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2019, 48.5% and 99.9% of the
Group's revenue were attributable to the largest customer and
the five largest customers of the Group, respectively.

During the year, the largest supplier and the five largest suppliers
of the Group accounted for approximately 21.7% and 43.9% of
the total direct costs of the Group respectively.
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None of the Directors, their associates or any other shareholder
(which to the knowledge of the Directors owns more than 5% of
the Company’s share capital) had an interest in the major
suppliers or customers noted above.

DIRECTORS
The Directors during the year ended 31 December 2019 and up
to the date of this report are:

Executive Directors

Mr. CHEUNG Yuen Tung (Chairman)

Mr. CHEUNG Yuen Chau

Mr. TANG Chi Chiu (resigned on 9 April 2019)

Independent non-executive Directors
Mr. PANG Kam Fai, Dickson

Mr. LAU Yu Ching

Mr. LAW Chung Lam, Nelson

The Company has received annual confirmations of
independence pursuant to Rule 3.13 of the Listing Rules from
each of the independent non-executive Directors and considers
them to be independent.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors and the senior management
of the Group are set out on pages 16 to 21 of this annual report.

RETIREMENT AND RE-ELECTION OF
DIRECTORS

In accordance with Article 84(1) of the Company’s Articles of
Association, Mr. Pang Kam Fai, Dickson and Mr. Lau Yu Ching will
retire by rotation at the AGM and, being eligible, offer themselves
for re-election.

RESIGNATION OF DIRECTOR

Mr. TANG Chi Chiu (“Mr. Tang") would like to devote more time
for his personal affairs and resigned as the executive Director,
company secretary and authorised representative of the
Company effective on 9 April 2019. Mr. Tang has confirmed that
he had no disagreement with the Board and there was no matter
relating to his retirement that needs to be brought to the
attention of the Shareholders.
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ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year ended 31 December 2019 was the
Company or any of its subsidiaries, its holding companies or a
subsidiary of its holding companies 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.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

During the year ended 31 December 2019, the Group has carried
transactions with its related party as detailed in Note 25(b) to the
consolidated financial statements. Save for as disclosed above,
no other transaction, arrangement or contract of significance to
which the Company or any of its subsidiaries, its holding
companies or a subsidiary of its holding companies was a party
or were parties and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year or
at any time during the year.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in the consolidated financial statements, no
controlling Shareholder or any of its subsidiaries has any contract
of significance (including contract of significance for the provision
of services) with the Company or its subsidiaries during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

To the best knowledge of the Directors, none of the Directors
was interested in any business, which competes or is likely to
compete, either directly or indirectly, with the business of the
Group during the year ended 31 December 2019.

DIRECTORS’ SERVICE CONTRACT

No Director proposed for re-election at the AGM has a service
contract with the Company or any of its subsidiaries that is not
determinable by the employing company within one year without
payment of compensation (other than statutory compensation).

DIRECTORS' REMUNERATION

The Directors’ remuneration is reviewed by the remuneration
committee of the Board at least once per year with reference to
the Directors’ duties, responsibilities and performance and
results of the Group. Details of the Directors’ remuneration are
set out in Note 8 to the consolidated financial statements.
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FIVE HIGHEST PAID INDIVIDUALS

During the year ended 31 December 2019, the five individuals
with the highest emoluments in the Group comprises 2 Directors
and 3 individuals, which included the senior management of the
Company. Details of the highest paid individuals are set out in
Note 8 and Note 9 to the consolidated financial statements.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision (as defined in section 467 of the
Hong Kong Companies Ordinance) for the benefit of the Directors
is currently in force and was in force throughout the financial
year ended 31 December 2019. In addition, the Company has
taken out and kept in force appropriate directors’ and officers'
liabilities insurance coverage for the Directors and officers of the
Company.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year ended 31 December
2019.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 2019, the interests or short positions of the
Directors and chief executives of the Company in the shares,
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 (the "SFO") (Cap. 571 of the
Laws of Hong Kong)) which were required to be: (i) notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions
which the Directors and chief executive of the Company were
taken or deemed to have under such provisions of the SFO); (ii)
entered in the register kept by the Company pursuant to section
352 of the SFO; or (iii) notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules, are set out below:
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(i) RERHONEFRE

W

Approximate
Number of  percentage of
Name of Director Capacity/Nature of interest Shares shareholding
EEpA B HEEME KROEBE RESIEIL
Mr. Cheung Yuen Tung Interest in controlled corporation 750,000,000 75%
(“Tony Cheung") (note) RV EBE
skoTimE A ([RuBEE D (77)
Mr. Cheung Yuen Chau Interest in controlled corporation 750,000,000 75%
(“Gary Cheung") (note) NI
SRR A (R EE D (F77)
Note: Prime Pinnacle Limited (“Prime Pinnacle”) is beneficially owned Ftsz - Prime Pinnacle Limited ([ Prime Pinnacle]) & 5&

as to 51% by Mr. Tony Cheung and 49% by Mr. Gary Cheung. On
12 March 2018, Mr. Tony Cheung and Mr. Gary Cheung entered
into the concert party deed to acknowledge and confirm, among
other things, that they are parties acting in concert and are
deemed to be interested in the shares held by Prime Pinnacle.

TUBEE RORTTI R £ D B E S H 51% K% 49%
X RZTE—N\F=
SRR SEERT S —BAITEIA T35 - LURGR R B
REPRE)BSEA—BITBHAL  BHEAR
Prime Pinnacle Frsik 0 R B 4k o

A+=H K@k En

Long position in the ordinary shares of associated (i) AEBZEZTBERNTE
corporation
Approximate

Name of associated Capacity/ Number of percentage of
Name of Director corporation Nature of interest share(s) held shareholding
EEHA B EEER 51 RmtE FERGEE RESIESHL
Mr. Tony Cheung (note)  Prime Pinnacle Beneficial owner 51 51%
SRITIm ST A& (M at) EmAEA A
Mr. Gary Cheung (note) Prime Pinnacle Beneficial owner 49 49%
SR TTAK ST A (B 72) EmAEA A

Note: Prime Pinnacle is the direct shareholder of the Company and is
an associated corporation within the meaning of Part XV of the

SFO.

Bt : Prime Pinnacle A7 A A) 89 B #2 IR 3R LA K 7% 75 K 2
BB XV EATRE HAREEE -
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INTERESTS AND SHORT POSITIONS OF

SUBSTANTIAL SHAREHOLDERS

So far as is known to any Director or chief executive of the
Company, as at 31 December 2019, the following persons (other
than a Director or a chief executive of the Company) had, or were
taken or deemed to have interests or short positions in the
shares or underlying shares of the Company which are required
to be disclosed to the Company under the provision of Divisions
2 and 3 of Part XV of the SFO, or which were entered in the

register kept by the Company pursuant to section 336 of the SFO:

FERRNESRRE

BEMEEHAARAZRRTRABRM  R-F
—NFFTZA=+T—H UTALT(FTBREEEXK
ARRHEDITHAB) RAR R S AE AR5

B WEFRRAREARER LB EM
FEXVEFFE 2R3N BHEARA R B HE - L
AHERARBRERZMRERDIEIBGREFE
BB EEAR

Approximate

Number of percentage of
Name of shareholder Capacity/Nature of interest Shares shareholding
BRREE A B REEME ROEBE RESHEIL
Prime Pinnacle (note 1) Beneficial owner 750,000,000 75%
Prime Pinnacle (ftzF 1) EmEBA
Ms. Chan Ho Fung (note 2) Interest of spouse 750,000,000 75%
PROF B 224 (BfaE2) iR Ep
Ms. Cheng Phyllis Woon Kink (note 3) Interest of spouse 750,000,000 75%
PRI 224 (B1aE3) AoiB s
Eneco Investment Pte, Ltd (note 4) Beneficial owner 90,000,000 9%
Eneco Investment Pte, Ltd (Hfi£4) EmEBA
Eneco Investment, Inc (note 4) Interest in controlled corporation 90,000,000 9%
Eneco Investment, Inc (#4zF4) S A B
Ishiyama Hisao (note 4) Interest in controlled corporation 90,000,000 9%

Ishiyama Hisao (f1z£4)

XA En

Notes:

M
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Prime Pinnacle is beneficially owned as to 51% by Mr. Tony Cheung
and 49% by Mr. Gary Cheung. On 12 March 2018, Mr. Tony Cheung and
Mr. Gary Cheung entered into the concert party deed to acknowledge
and confirm, among other things, that they are parties acting in concert
and are deemed to be interested in the Shares held by Prime Pinnacle.

Ms. Chan Ho Fung is the spouse of Mr. Tony Cheung. Accordingly, Ms.
Chan Ho Fung is deemed or taken to be interested in the shares in
which Mr. Tony Cheung is interested under the SFO.

Ms. Cheng Phyllis Woon Kink is the spouse of Mr. Gary Cheung.
Accordingly, Ms. Cheng Phyllis Woon Kink is deemed or taken to be
interested in the shares in which Mr. Gary Cheung is interested under
the SFO.

These shares are held by Eneco Investment Pte, Ltd, which is owned as
to 100% by Eneco Investment, Inc, which in turn is 100% owned by Mr.
Ishiyama Hisao. Therefore, Eneco Investment, Inc and Mr. Ishiyama
Hisao are deemed to be interested in the shares held by Eneco
Investment Pte, Ltd.

s -

Prime Pinnacle B35k T & KR TTI A ED B BE =S
51% Rk 4%z - R_ZE—NF=ZA+_H RIT@%E
HEBERITIE AT —BITBA T RE - AR RIER
(B BE)BEA—BITBAL AWK ARPIme
Pinnacle AR5 R A fe s o

BB 2L ARITBEENRRS - Bt - RIFESF RS
BIEP - BRIFBATHERRE FRRITBELHAE
AR A AR

BIRIBL T RRTIKEENES - Bt - RIFEH LB
B MRBL IR RREERRTIKEEEEE
mORR D HEAER

Z % B% 19 B Eneco Investment Pte, Ltd¥ & » 18 & M
Eneco Investment, Inc &5 & # %A + i Eneco Investment,
Inc Al i Ishiyama Hisao %t &£ & 9 & # A& » A It + Eneco
Investment, Inc & Ishiyama Hisao 5& 4 # 4% % #£Eneco
Investment Pte, Ltd %A #IBR 7 A 2



Save as disclosed above, the Company had not been notified by
any other persons (other than Directors or chief executives of the
Company) who had interests or short positions in the shares or
underlying shares of the Company which are required to be
disclosed to the Company under the provisions of Divisions 2 and
3 of Part XV of the SFO, or which were entered in the register
kept by the Company pursuant to section 336 of the SFO as at 31
December 2019.

TRANSACTIONS DISCLOSED IN
ACCORDANCE WITH THE RULES GOVERNING
THE LISTING OF SECURITIES ON THE STOCK
EXCHANGE OF HONG KONG LIMITED

Details of the related party transactions undertaken in the normal
course of business are provided under Note 25 to the
consolidated financial statements, and none of which constitutes
a discloseable connected transaction or continuing connected
transaction as defined under Chapter 14A of the Listing Rules.

SUBSIDIARIES
Details of the Company’s principal subsidiaries are set out in
Note 12 to the consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company has maintained the prescribed public float as required
under the Listing Rules throughout the year ended 31 December
2019 and up to the date of this annual report.

REVIEW OF ANNUAL RESULTS
The audit committee of the Company has reviewed the annual
results of the Group for the year ended 31 December 2019.

AUDITORS

KPMG retired and, being eligible, offered themselves for
reappointment. A resolution for the reappointment of KPMG as
auditors of the Company is to be proposed at the AGM. The
shares of the Company were listed on the Stock Exchange on 11
July 2018 and there has been no change in auditor since then.

By order of the Board

CHEUNG Yuen Tung
Chairman

31 March 2020
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ABOUT THIS REPORT

Man Shun Group (Holdings) Limited (the “Company” together
with its subsidiaries, hereinafter referred to as the “Group”) is
pleased to present our annual Environmental, Social and
Governance Report (the “Report”) for the year ended 31
December 2019 to provide an overview of the Group’'s
management of significant issues affecting the operation,
including environmental, social and governance (“ESG") iSsues.

The Board has overall responsibility for the Group’s ESG strategy
and reporting. The Board is responsible for evaluating and
determining the Group's ESG-related risks and ensuring that
appropriate and effective ESG risk management and internal
control systems are in place.

REPORTING PERIOD

The Report illustrates the Group's initiative and performance
regarding the environmental and social aspects during the
reporting period from 1 January 2019 to 31 December 2019 (the
“Reporting Period"”).

REPORTING SCOPE

This Report covers all subsidiaries of the Group in Hong Kong
with core business that principally engaged in provision of
installation of heat, ventilation and air-conditioning system (the
"HVAC Business”) in Hong Kong. The Group will continue in
assessing the impacts of its business on the major ESG aspects
and to include in the Report.

REPORTING BASIS

The Report is prepared with the ESG Reporting Guide set out by
Appendix 27 of the Rules Governing the Listing of Securities of
The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
The Group has complied with the disclosure requirements of the
“comply or explain” provisions set out in the ESG Reporting
Guide. Certain key performance indicator (“KPIs”), which is
considered as material by the Group are disclosed during the
Reporting Period, the Group will continue to optimize and
improve the disclosure of KPIs.

CONTACT INFORMATION

The Group welcomes your feedback on the Report for our
sustainability initiatives. Please contact us by email to
info@manshun.com.
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STAKEHOLDERS ENGAGEMENT

We identified the key stakeholders of our business operations.
We interact with our stakeholders regularly through various
communication channels. The following table illustrates the
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#HhESH

issues of concern of our major stakeholders and the ways we
communicate with stakeholders:

BABR L EBZETNERRHNE  WEBE
BEBARBERSNETCHED - TRIAPLIER
MEMBINEEARBMEFHEBBNT

Stakeholder Expectation Engagement channel Measures
BRE HE SHERE it
Government — To comply with the laws — On-site inspections and checks,  — Operated, managed and paid taxes
— Proper tax payment — Research and discussion according to laws and regulations,
— Promote regional economic through work conferences, strengthened safety management;
development and work reports preparation and accepted the government's
employment submission for approval supervision, inspection and
— Interim reports, annual reports, evaluation, and actively undertook
announcements social responsibilities.
— Company website
B — BTEE — BERKkRE — BEBZEEREREE BERRMT
— AN — MRRERIIEGRETHH MELZZEE  BEXHNES &
— REBALEERRIE RRITIERE R @S A R G - WRRAELEET -
it
— FHESRE  FHELMH
— DEA
Shareholders — Return on the investment — Annual general meeting and — Issued notices of general meeting and

and Investors

BRREEE

— Information disclosure and

transparency

— Protection of interests and

fair treatment of
shareholders

— BUSsiness risk management

— BAGH
— ANBBRADE
— REBEFRERATHER

R

— ¥KRERER

other shareholder meetings

— Interim reports, annual report,
announcements

— Company website

— Meeting with investors and
analysts

— BRBFERGLEMBERAS
— THRE FH 2F
— AR

— BREEROWEEA

proposed resolutions according to
regulations, disclosed company’s
information by publishing 17
announcements/ circulars and interim
report in total in the year.

— Carried out different forms of investor
activities with an aim to improve
investors’ recognition. Held results
briefing once. Disclosed company
contact details on website and in
reports and ensured all
communication channels available
and effective.

— REERNEREASBE REE
FE  RFREHTIET "/WE/L
H R EREABEARER o

— RRAEREERAEMRITZERA
RISEEEE) - BIT—REEBN
g o NEURRETRBELEHEE
B WiRRAAEBBRERNAIM -
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Stakeholder Expectation Engagement channel Measures
BRE HE SRERE it
Employees — Safeguard the rights and — Conference — Provided a healthy and safe working
interests of employees — Training, seminars, briefing environment; developed a fair
— Working environment sessions mechanism for promotion; cared for
— Career Development — Annual performance appraisal employees by helping those in need
opportunities — Intranet and emails and organizing employee activities.
— Self-actualization
— Health and safety
E& — REES#ER —-Q% — RERRZENIERER  BULT
— I{ER%E — g EE-EHNE BEA#S  RESZEPNEE RS
— BEURNE —-ﬁﬁﬁﬁﬁﬁ HEREH -
— ERER — NBELRED
— REAZE
Customers — Safe and high-quality — Website, brochures, interim — Established laboratory, strengthened
products reports, annual reports, quality management to ensure stable
— Stable relationship announcements service standards, and entered into
— Information transparency — Email and customer service long-term strategic cooperation
— Integrity hotline agreements.
— Business ethics — Feedback forms
— Regular meeting
®P — Z2REEEm — @ ST - P ER — KUERE MRESEE - URR
— REER & FR- A FRISIREIRE - U RMBRA(E
— BHBERE — BBREPRBRE i
— #WiE — BER%
— HFEE — THez
Suppliers/ — Long-term partnership — Business meetings, supplier — Invited tenders publicly to select best
Partners — Honest cooperation conferences, phone calls and suppliers and contractors, performed
— Fair, open interviews contracts according to agreements,
— Information resources — Regular meeting enhanced daily communication, and
sharing — Review and assessment established long-term cooperation
— Risk reduction — Tendering process with quality suppliers and contractors.
— Company website
— Email, circulars and manual
e, A1E — E%%&%% — ¥EBen HERgR - g — BRARBEERGEMRERN AR
e — HEBEAIE RE# B RERERETEL  NRAFEE
— AFLH — TEHEgE B TEEEHER I AREERUR
— DEERER — IR REHE HEVERR -
— BERR — BEEF
— QA
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Stakeholder Expectation Engagement channel Measures
BiHE )] SRERE i
Peer/Industry — Experience sharing — Industry conference — Stuck to fair play, cooperated with
associations — Corporations — Site visit peers to realize win-win, shared
— Fair competition experiences and attended about a
dozen of seminars of the industry so
as to promote sustainable
development of the industry.
R/ /114he — £BHZ — 1%g3 — BRATERE ERESEERY
— &fF — BURH B DEER  ARBMEETER
— AFHF JQ MHBITEREER -
Financial — Compliance withthe lawand ~ — Consulting — Complied with regulatory
Institution regulations — Information disclosure requirements in a strict manner,
— Disclosure information — Reports disclosed and reported information in
a timely and accurate manner
according to law.
PRIKIE — EFEENRER — ik — BRETEERT  RERSERD
— BEEH — BHEE REREEEN -
— ®E
Media — Transparent information — Company website — Organized conference, media
— Communication with media — Interviews gathering and site visit to enhance the
— Media conference communication with media.
— Media gathering
B — ERER — AR — HReE ERFGREHEER I
— HEFEA — A ok EEHEMNER -
— ZERHE
— EEEE
Public and — Community involvement — Volunteering — Gave priority to local people seeking
communities ~ — Social responsibilities — Charity and social investment jobs from the Company so as to
— Promote employment — Annual reports promote community building anc
development; built roads, protected
the communities’ ecologica
environment, and provided timely
compensation and assistance;
provided volunteer service, kept
communication channels open
between the Company and the
communities and villagers, co-
sponsored community activities to
promote the building up of
harmonious communities
ABRATEMER — HELH - %I}E@J — BEERRARARKBHEBA 2
— HEEE EReRE ENRESRER BRER  RE
— feit “% - E#& HEERRE - RERERE &%z%

B REETR - G%?wﬁﬁﬁ&zﬁ

ﬁﬁ[&ﬁﬁm%L°‘ ﬂﬁ%
RS - ﬂ“ﬁ[
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ENVIRONMENTAL ASPECTS

Aspect A1: Emissions

To demonstrate the Group’s commitment to sustainable
development and compliance with laws and regulations
relating to environmental protection, the Group endeavors to
minimise the environmental impact of the business activities
and maintain green operations and green office practices.

Our business is mainly providing HVAC electrical and
mechanical engineering (“E&M engineering”) services
which focus on servicing new residential property
development projects as a first-tier or second-tier
subcontractor in Hong Kong. Our work performed as a first-
tier subcontractor is mainly for overall project management
and supervision of HYAC E&M engineering works
conducted by us and/or our subcontractors to ensure their
conformity to contractual specifications and requirements
of the property developers while work performed as
second-tier subcontractor is mainly responsible to execute
installation work of HVAC system such as fixing of devices
and connection of various pipe through our workers and
subcontractor. Meanwhile, we delegate part of the
installation process or overall installation works for part of
the site areas to our subcontractors to assist us in
completing on-site works. Thus, given the nature of our
HVAC E&M engineering services that focus on project
management and installation work, together with
subcontracting practice, the Group poses less negative
impact to the environment than most typical construction/
engineering industries.

Our Group's operations in work sites are subject to certain
environmental requirements pursuant to the laws in Hong
Kong, such as Air Pollution Control Ordinance (Cap. 311 of
the Laws of Hong Kong), Noise Control Ordinance (Cap. 400
of the Laws of Hong Kong) and Waste Disposal Ordinance
(Cap. 354 of the Laws of Hong Kong). The Group has been
in strict compliance with the above relevant laws and
regulation in Hong Kong. We endeavour to minimise any
adverse impact on the environment resulting from our
business activities. In order to comply with the applicable
environmental protection laws, we had implemented an
environmental management system. Apart from following
the environmental protection policies formulated and
required by our customers, we have also established our
environmental management policy to ensure proper
management of environmental protection and compliance
of environmental laws and regulations by both our
employees and workers of the subcontractors on, among
others, noise control and waste disposal.

RIREHE
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Such key measures and procedures concerning mainly
noise pollution and waste control include, amongst other
things:

Noise control
— Installation of acoustic barriers as required;

— Inspection and maintenance of all equipment before
use for compliance of permitted noise level;

— Works to be undertaken in accordance with the
permitted work hours as specified by each project.

Waste disposal
— Waste to be segregated into general wastes and
construction wastes before transporting to landfills;

— The Company has established and maintain
procedures designed to control risks arising from
handling storage, use and disposal of substances
hazardous to health and specific safety training has
been conducted to relevant persons for handling the
hazardous substance;

—  The Company will also follow main-contractor’s safety
regulation on site basis and reviewed by the main-
contractor on a regular period.

During the Reporting Period, there was no material breach
of or non-compliance with the applicable laws and
regulations related to environmental protection.

Regarding hazardous and non-hazardous wastes, solid
wastes Wastes are separately stored and handled with the
ledger for record. During the Reporting Period, the Group
generated/consumed no significant hazardous and non-
hazardous waste and water due to its business nature.
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Major air pollutants emission from vehicles during the RmEREAR—E— \FRMAEMEENE
Reporting Period and the corresponding period in 2018 are ZERSAYFERIERAT
as follows:

Air Pollutant Emission

ZRITREMHERIER
Air Pollutant Emission (kg)
ZRSFMIERE (TR)

Type of Air Pollutants BRI RYER 2019 2018
Sulphur dioxide =y 0.33 0.34
Nitrogen oxides =i a) 187.58 191.45
Particulate matter R s 17.88 18.25
The greenhouse gas (“GHG") emission from the operation RBEEAR N — T — \ERE LEBEELN
during the Reporting Period and the corresponding period BERE(EREREDERERNT

in 2018 are set out below:

GHG Emission

BERBHERER
Equivalent CO, emission (kg)
“EtRHEBRNEE(TR)
Type of GHG emissions BEREHEMER 2019 2018
Scope 1 Direct emissions FE N EREER 59,613.40 61,198.65
Scope 2 Indirect emissions #[E 2 MBI 11,842.20 14,230.53
Total et 71,455.60 75,429.18
Intensity (kg/revenue HK$'000) RE(FR/FHBTHA) 0.62 0.46
Note: Hiat -
The calculation of the GHG gas is based on the "A Corporate AERERBRERERSHTE XS RRETE]
Accounting and Reporting Standard” from The GHG Protocol. FHE -
Scope 1: Direct emissions from vehicles that are owned by the Group #E N AEERTES BMOEETN
Scope 2: Indirect emissions from the generation of purchased #E 2 AEBATEFEINEE N ELEMBE TR
electricity consumed by the Group
Scope 3 is not disclosed as it is an optional disclosure and the HEIWMFE - RESEBE2MERE B BB
corresponding emission is not controlled by the Group A E 2
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Aspect A2: Use of Resources

The Group places high priority on the efficient use of
resources. The major resources used by the Group are
electricity, water, and paper. The Group strives to improve
the efficient use of natural resources, such as minimising
waste/emissions and implementing effective recycling
program. Practical measures are implemented as follows:

Electricity

Electricity saving measures are encouraged that electrical
appliances are required to be set as energy saving mode
where possible. For computers, the idle automatically
mode is 20 minutes or less. The room temperature should
be set in a range from 20°C to 26°C. Also, power supply
should be switched off when they are not in use.
Preference will be given to office equipment with relatively
high energy efficiency.

Energy consumption by the Group during the Reporting
Period and the corresponding period in 2018 are set out
below:

BRI - A E R R

BEA2: ERER
AEB+HERARERER - NEEER
MEBERS/EN  KEMAK - NAEEEN
WERRERERRE - flanEER D RE
W,/ B - WERE R EKGGTE o AT
REERNERER

=)

AEBESEBIRDAHEREN  BEHEAER
EREEEN - BERMBPFHEEXNREAR
07 8EHERE - EREREML20CE26TC
RIEEN - by - BRETBRERER - &
EEBELEARERN GRS AZRE -

AEBRBEHE N T \FRHAVER
HAET -

Energy Consumption

RETRHFE
Energy consumed (kwh)
FrERER (TR K
Type of energy peREER 2019 2018
Unleaded petrol B3 M 148,111.60 153,156.37
Diesel E 55,680.00 55,963.70
Purchased electricity SN EE ) 23,220.00 27,903.00
Total et 227,011.60 237,023.07
Energy intensity EREE 1.98 1.45
(kwh/revenue HK$'000) (FRETHEITEA)

Water

The impact of freshwater use is relatively insignificant for
the Group. The Group did not encounter any problems in
sourcing water that is fit for purpose.

7K

ERRKEAREENZERHE) - AEE
R E AR B AR BREFRHRE -
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Paper

Reduction in paper use indirectly reduces the overall GHG
emission. The Group has been taking the following steps to
reduce paper consumption:

— Reduce the use of paper by printing or photocopying
on both sides of paper, where applicable;

—  Encourage the employee to use suitable font size/
shrinkage mode to minimise pages, if possible.
Besides, electronic media is recommended for
circulation/communication, to minimise using paper.

During the Reporting Period, the consumption of paper and
packaging material was 65 kg (2018: 104kg) and 9,164
pieces (2018: 32,640 pieces), respectively.

Aspect A3: The Environment and Natural Resources

The Group raises staff's awareness on environmental
issues through education and training and enlist
employees’ support in improving the Group's performance,
promote environmental awareness amongst the
customers, business partners and shareholders and
support community activities in relation to environmental
protection and sustainability and evaluate regularly and
monitor past and present business activities impacting
upon health, safety and environmental matters. With the
integration of policies mentioned in sections “Emissions”
and “Use of Resource”, the Group strives to minimise the
impacts to the environment and natural resources.

SOCIAL ASPECTS

Aspect B1: Employment

We endeavour to use our best effort to attract and retain
appropriate and suitable personnel to serve our Group. Our
Group assesses the available human resources on a
continuous basis and will determine whether additional
personnel are required to cope with the business
development of our Group. The Group's staff handbook
sets out the our standards for compensation and dismissal,
promotion and salary review, working hours, rest periods,
equal opportunity and other benefits and welfare. The
Group entered into separate labour contracts with each of
our employees in accordance with the applicable labour
laws of Hong Kong.

I%E%
R0 A AR OR P R PR B 88 =R B HE IR
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EBHEA3 : BERRAER
AEBFBHUE REIRE B THIRIRME
VEH - FREIXKBAKERERER R
HEP  EBBHEBRRORREREH £
BERRRERMAFEZROLEES - L FEH
A MEEBENAREERE 2R
BEENERBRY - BEESIHRY I RIE
RER ] BEREMEE - AEBE R
HRELBRERNTE

HEE®
BEB1 : EE

BABZAB RS RBREE MABEAS
RAEERY - AREFRENETRANE
R UEBEREFTRIBRATFARLEAAREE
FER - ARBENE TFMEIIRMERM
kAR E - B REMRE - TR K
R FERESUAREMFTERENORE -
AEBBREFBERS AR ZEER]
MERIS T AL



AR (FE ) AR AT | 2 JURE R

Environmental, Social and Governance Report

We generally recruit our employees through placing
advertisements in the open market with reference to
factors such as their experience, qualifications and
expertise required for our business operations. They are
normally subject to three months probation period starting
on board. The remuneration package our Group offered to
our employees includes salary, bonuses, other cash
subsidies and Mandatory Provident Fund (MPF). In general,
our Group determines employee salaries based on each
employee’s qualifications, position and seniority. Our Group
has designed an annual review system to assess the
performance of our employees, which forms the basis of
our decisions with respect to salary adjustments, bonuses
and promotions. We believe that the above arrangement
can maintain good relationship with our employee.

During the Reporting Period, there were no material
noncompliance regarding employment brought against the
Group or its employees.

Aspect B2: Health and Safety

We place emphasis on occupational health and work safety
during the delivery of our services as it is our concern not
to put our employees, our subcontractors and the general
public in hazards. Insurance policies purchased can cover
and protect our employees in the office and construction
site. We have also adopted an occupational health and
safety manual as required by relevant occupational health
and safety laws, rules and regulations under the
supervision of our project directors.

Our key occupational health and work safety measures are
set out below:

—  Effective promotion and communication of safety
procedures are maintained through, among others,
establishing safety bulletin and detailed record of
accident statistics, holding regular internal and
external safety meetings, documenting safety
measures and issues identified for each project by
preparing safety reports and training records;

—  We regularly attend safety training organised by the
main contractors of the projects, typically covering
safety procedures for performing different types of
work, firstaid training, safety procedures for
emergency and duties and procedures for reporting
hazards, incidents, accidents and diseases, and good
housekeeping of workplaces;

BRI - A E R R
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— All workers on site, including subcontractors’
employees, are required to follow the general safety
rules adopted by the main contractor of the relevant
project which are communicated to the workers
before they commence work and posted on
prominent notice boards on site. Workers who breach
any such rules will be subject to internal disciplinary
actions;

—  We designate a member of the project team who
have the relevant qualifications as our safety
supervisor for each of our projects. Risk assessments
are generally conducted by the relevant safety
supervisor to identify the potential hazards and
accidents and provide suggestion on proper
preventive measures prior to commencement of
works;

— Site inspections are carried out at least once every
two weeks by our project director to ensure strict
compliance with the statutory occupational health
and safety laws, rules and regulations;

—  Specific safety measures in relation to, among others,
emergency, working at height, safe operation of
machinery and reporting of hazards and accidents
are communicated with workers and documented in
details.

During the Reporting Period, there were no cases of work-
related injuries. There were no non-compliance cases
noted in relation to laws and regulations for health and
safety.

Aspect B3: Development and Training

The Group recognises the importance of training for the
development of our employees as well as our Group. We
provide various types of trainings to our employees,
including those on occupational health and safety in
relation to our work as mentioned in aspect “B2: Health and
Safety” in this Report. Such trainings include our internal
training as well as courses organised by external parties
such as the Construction Industry Council in Hong Kong
and the Occupational Safety and Health Council in Hong
Kong. We believe it is a win-win approach for achieving
both employee and corporate goals as a whole.
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Aspect B4: Labour Standards

The Group is fully aware that child labour and forced labour
violate fundamental human rights and also pose threat to
sustainable social and economic development. The Group
strictly complies with the Employment Ordinance and other
relevant labour laws and regulations in Hong Kong. The
Group prohibits the use of child labour and forced labour.
Employment contracts and other records, documenting all
relevant details of the employees (including age) are
maintained properly for verification by relevant statutory
body upon request.

During the Reporting Period, the Group has complied with
policies and relevant laws and regulations regarding
prevention of child labour or forced labour.

Aspect B5: Supply Chain Management

The Group works closely with its subcontractors and
suppliers who are committed to high quality,
environmental, health and safety standards. Policies and
procedures for selection and evaluation of subcontractors
and suppliers are established for staff to follow. New
subcontractors and suppliers are accessed with established
criteria for comparison purpose. We carefully evaluate the
performance of our subcontractors and suppliers and
select them based on a range of factors that are stated in
the relevant polices and procedures. We maintain a list of
approved subcontractors and suppliers which is updated
according to our assessment of their performance on a
continuous basis.

Thus, we believe there are no significant environmental and
social risks for our management decision on supply chain
management.

BRI - A E R R
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Aspect B6: Product Responsibility

Quality control on projects

The Group is liable for the works carried out by us and our
subcontractors. We ensure that each project is completed
in accordance with the specifications set out for the
project. Our project directors closely monitor the progress
of each project to ensure that our services (i) meet our
customer’s requirements; (i) are completed within the time
stipulated in the contract and the budget allocated for the
project; and (iii) comply with all relevant rules and
regulations. Our project directors will monitor overall work
quality and project progress and perform on-site
inspections and supervise site workers regularly. Our
project directors will timely inform our executive Directors
of the project status and any quality issues arising from
project execution.

Materials and consumables

We closely monitor the quality of materials and
consumables we purchase. Our procurement staff will
ensure that they are sourced from our approved list of
suppliers. We conduct quality control checking on HVAC
systems and other types of materials and consumables we
procured prior to applying them for installation to ensure
the quality of the materials and consumables used in our
project. Such quality control checking typically involves: (i)
whether the quantity is correct; (ii) whether there is any
observable defect; and (iii) whether it functions normally.
Any defective products or products that fall short of the
product specifications would be returned to the suppliers
for replacement. Our customers would also inspect the
materials used by us at work sites and verify the
specifications from time to time.
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Subcontractors and workers

We may be liable to our customers for the performance of
our subcontractors and we may also be liable to any
potential employee compensation claims and personal
injuries claims made by our or our subcontractors’
employees arising from work injuries that may happen from
time to time. In order to ensure that our subcontractors
comply with the contractual requirements and the relevant
laws and regulations, we require our subcontractors to
follow our internal control measures in relation to quality
control, safety and environmental compliance. Our project
directors conduct regular site inspections to ensure general
compliance by our own workers as well as our
subcontractors in quality, safety and environmental
requirements. During project implementation, our project
team regularly meets with our subcontractors and closely
monitors their work progress and performance as well as
their compliance with our safety measures and quality
standards.

In order to achieve high quality in each aspects of our
operation, we rely on our management team which has
extensive industry knowledge and project experience in the
HVAC engineering and services market in Hong Kong. Our
members of senior management have over 20 years of
experience in the HVAC engineering and services market.
Their experience and extensive knowledge in this market
enable our Group to enjoy in-depth understanding of the
local market dynamism and industry practice. Our technical
team, in particular, our project directors who are assisted
by a team of experienced project management staff, have
over 10 years of experience in the E&M engineering works
industry. Our Directors and senior management possess
substantial experience, industry insight, technical skills and
knowledge and project management experiences to lead
and execute high quality works for sizeable projects with
stringent project requirements, which serve as our major
competitive edge over other market players, bringing
custom knowledge and commitment to quality have been
and will continue to be our Group’s valuable assets and
strive our Group towards greater success.

For our quality control measure over our subcontractors
and suppliers, please refer to aspect “B5: Supply Chain
Management” in this Report for further details.

During the Reporting Period, there were no disputes
between our Group and our customers in respect of the
quality of work performed by us or our subcontractors.
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Data protection

Employees are generally required to follow the
confidentiality clause as stated in the staff handbook and
employment contract, which requesting employees not to
disclose any trade secret or other confidential information
concerning the business or affairs of our Group except for
benefit of the Group with further authorization.

Aspect B7: Anti-Corruption

To ensure operation efficiency and employees’
development in a fair and honest working environment, the
Group has formulated whistleblowing policy to avoid
suspected corruption and provided channel such as by
letter, meeting, email or phone call for employees to report
suspected corruption. If there are any suspected case
related to corruption, employees are encouraged to report
the related cases through the mentioned channels. All
these practical actions not only win the trust of customers,
but also enhance the sense of belonging and fair play
among our employees.

The Group has been in strict compliance with law and
regulation related to anti-corruption. During the Reporting
Period, there was no any legal case regarding corrupt
practices brought against the Group or its employees.

Aspect B8: Community Investment

As a socially responsible company, the Group is committed
to understanding the needs of the communities in which
we operate. The Group strives to develop long-term
relationship with our stakeholders and seek to make
contributions to programmes that have a positive impact
on community development.

During the Reporting Period, the Group had organized
annual dinner to share the fruitful result of the Group with
our customers, subcontractors, suppliers and employees in
the amount of approximately HK$375,000 (2018:
HK$160,000). Besides, the Group has also made donation of
HK$88,000 to certain local charitable organizations in order
to support the sustainable development of the community
(2018: Nil).
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Subject areas, aspects, general disclosures and KPIs Section Page
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Environmental
BiE
Aspect A1: Emissions
BEA1: #BY
General Disclosure Information on: “Emissions” 38-39
—MRiRE R ]
(@  the policies; and
(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer,
relating to air and greenhouse gas
emissions,discharges into water and land, and
generation of hazardous and non-hazardous
waste.
BRABERIOBERBYER - MK Ry 5E
5 BAENEEEEMNELSHN
@ BHx:k
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RO B o
KPI A1.1 The types of emissions and respective “Emissions” 40
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KPI A1.2 Greenhouse gas emissions in total (in tonnes) “Emissions” 40
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of production volume, per facility).
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Page
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Social (Note)
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Employment and Labour Practices
EBEREIER

Aspect B1: Employment
BEB1 : EfE

General Disclosure Information on: “Employment”
—RIEE K=
(@ the policies; and

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

relating to compensation and dismissal,
recruitment and promotion, working hours,
rest periods, equal opportunity, diversity,
anti-discrimination and other benefits and
welfare.

BRAZ I N e - MIERETT - TERE - &
Hi - FEEE 2ot RERUEREMTE
&AL

(@ BEREM &

b) BTHBTABERTZENHEBMEIZER
HOIEH -
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Bt LR

Subject areas, aspects, general disclosures and KPIs Section Page
TEHE - -EFEH —REERBRERES =4: 0] BIR
Aspect B2: Health and Safety
BEB2 : REHEZ2E
General Disclosure Information on: “Health and Safety” 43-44
—MRiRE [fERRHZ 2 |
(@  the policies; and
(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer,
relating to providing a safe working
environment and protecting employees from
occupational hazards.
EARBLZ2TIERBERIRE RSB RBEN
fEE
@ BEREH: R
(b)) BFHETAEEATENEBREZR
RO E RS o
Aspect B3: Development and Training
BEB3 : #ERIEI
General Disclosure Policies on improving employees’ knowledge “Development and 44
—RIEE and skills for discharging duties at work. Training”
Description of training activities. [ 8 sl

BRIRTHE B BT TIERE B A8 R R AL AV
R o HWAIFIES -
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Subject areas, aspects, general disclosures and KPIs Section Page
TEHE  EH- - —REBERBRENIER =8 'R
Aspect B4: Labour Standards
[EEB4 : 5T 8|
General Disclosure Information on: “Labour Standards” 45
—RIE [4 TR |
(@ the policies; and
(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer,
relating to preventing child and forced labour.
BRI EE T o bl 5 En -
@ BERER R
(b)) BTHBETABEAXENEBEEZR
RO ERS o
Operating Practices
&IEE A
Aspect B5: Supply Chain Management
fEEB5 : LEEHEERE
General Disclosure Policies on managing environmental and social ~ “Supply Chain 45
—RIEE risks of the supply chain Management”
EIRHIERAIRE Rt @ RREBUER [ e E IR |
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BREE - A KBRS
Subject areas, aspects, general disclosures and KPIs
TESE B —REERBERENIEE

Aspect B6: Product Responsibility
BEB6 : ERERE

Section Page
=8 BIX
General Disclosure Information on: “Product 46-48
—RIEE Responsibility”
(@ the policies; and [EmEET]
(b)  compliance with relevant laws and

regulations that have a significant impact
on the issuer,

relating to health and safety, advertising,

labeling and privacy matters relating to
products and services provided and methods
of redress.

BRAFMRHEMMRBORERERZ S
BRELALEBEEARBRITED
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@ BEREH R
b) BTHBETABERTZENHEBEIER
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Subject areas, aspects, general disclosures and KPIs Section Page
TESGE B —REERBRENIEE =4 BR

Aspect B7: Anti-corruption
BEB7 : RES
General Disclosure Information on: “Anti- Corruption” 48
—RINE =1
(@ the policies; and

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

relating to bribery, extortion, fraud and money
laundering.

BRAD LB - IR - MFFRIBEAERERN
(@ BEREM: &

b) BTHBETABERTENHERMEIZR
HPIWEH -

Ccommunity
HE

Aspect B8: Community Investment
[EEBS : HERE

General Disclosure Policies on community engagement to “community 48
—RIEE understand the needs of the communities Investment”
where the issuer operates and to ensure its [ttEREE ]

activities take into consideration the
communities’ interests.

BRELGTRSER T RETANSEMTNLE
FENBREEETHEE Bt EFEAIN

s

Eﬁo

Note: Pursuant to Appendix 27 of the Listing Rules, KPIs in this section are [ : RIEETRAIMIER27 - AETRBESUEZEBEEREE
recommended disclosures only. BHE -
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CORPORATE GOVERNANCE PRACTICES

The Board has been adamant in upholding high standards of
corporate governance to maximize operational efficiency,
corporate values and shareholder returns. The Company has
adopted and applied the principals of the code provisions of the
Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 to the Listing Rules. The Company will continue to
upgrade internal control system, strengthen risk control
management and reinforce the corporate governance structure.

The Company has complied with the code provisions and, where
appropriate, the applicable recommended best practices set out
in the CG Code throughout the year ended 31 December 2019.

DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as its code of conduct regarding
Directors’ securities transactions.

The Company has made specific enquiry to all Directors
regarding the compliance with the Model Code. All Directors
confirmed that they have complied with the required standard
set out in the Model Code throughout the year ended 31
December 2019.

BOARD OF DIRECTORS

Board Composition

During the year ended 31 December 2019 and up to the date of
this report, the Board comprises:

Executive Directors

Mr. CHEUNG Yuen Tung (Chairman)

Mr. CHEUNG Yuen Chau

Mr. TANG Chi Chiu (resigned on 9 April 2019)

Independent non-executive Directors
Mr. PANG Kam Fai, Dickson

Mr. LAU Yu Ching

Mr. LAW Chung Lam, Nelson

The Board’'s composition demonstrates a balance of core
competence with regard to the business of the Group so as to
provide effective leadership and the requisite expertise to the
Group. The executive Directors and senior management of the
Company have extensive management experience in the
Company’s business.
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The biographical details of the Directors and senior management
of the Company are set out in the section headed “Biographies of
Directors and Senior Management” on pages 16 to 21 of this
annual report, which demonstrate a diversity of skills, expertise,
experience and qualifications.

Board Responsibilities

The Board is responsible for leadership and control of the Group,
is entrusted with the responsibility to supervise the overall
management of the business, including establishing and
overseeing the Group’s strategic development, business plans’
financial objectives, capital investment proposals, and assumes
the responsibilities of corporate governance of the Group. The
Board has delegated the authority and responsibility for
implementing its business strategies and managing the daily
operations of the Group's business to the executive Directors
and members of senior management.

Chairman and Chief Executive

Code provision A.2.1 of the CG Code requires that the
responsibilities between the chairman and the chief executive
officer should be segregated.

The two positions are held separately by two individuals to
ensure their respective independence, accountability and
responsibility. Mr. CHEUNG Yuen Tung (“Mr. Tony Cheung") is
the chairman of the Board and Mr. CHEUNG Yuen Chau (“Mr.
Gary Cheung") is the chief executive officer of the Company.
Mr. Tony Cheung is in charge of the management of the Board
and strategic planning of the Group. Mr. Gary Cheung is
responsible for the day-to-day management of the Group’s
business. The Company considered that the division of
responsibilities between the chairman and chief executive officer
is clearly established.

Board Meetings

The Board meets approximately quarterly and on other occasions
when warranted by circumstances. During the year ended 31
December 2019, the Board held five meetings. Notice for regular
Board meetings are given to each Director at least fourteen days
prior to the meeting whereby the Directors can put forward their
proposed items into the agenda. The agenda and the relevant
Board papers are then circulated to the Directors three days
before the Board meeting in order to enable the Directors to
make informed decisions. For other Board meetings, reasonable
notices are given.
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In addition to regular Board meetings, under code provision A.2.7
of the Listing Rules, the chairman should at least annually hold
meetings with the non-executive Directors (including
independent non-executive Directors) without the executive
Directors present (the “Chairman and Non-executive
Directors Meeting"). During the year, one Chairman and Non-
executive Directors Meeting was held.

Number of meetings and Director’s attendance

Details of the Directors’” attendance at the meetings of the Board,
the audit committee, the remuneration committee, the
nomination committee and the Chairman and Non-executive
Directors Meeting held during the year are set out below:

1S IR

REHEFTEEHIN REBELEMRRTRAIEX
A27 EREELBERUTEFTEFENERT
EIMTER(RIREHTER ) BTeR( X
FEFHTESER]) - TR ARAHKET—
REFEFFPITESEE °

ERABREBLHERR

HEEREIT

Chairman and

Audit Remuneration Nomination Non-executive
Board Committee Committee Committee Directors
Meeting Meeting Meeting Meeting Meeting
FEH
EZgel BNZESEE PMZEeeE REZESSR FuNEZER
Executive Directors HITES
Mr. CHEUNG Yuen Tung RITALE 5/5 N/A RiE N/A i N/A R 11
Mr. CHEUNG Yuen Chau RITMEE 5/5 N/A RiE N/A i A N/A R N/A RN
Mr. TANG Chi Chiu sk /5 N/ATNER N/ANER N/A N N/ATER
Independent non-executive Directors BV FHTES
Mr. PANG Kam Fai, Dickson YIRELE 4/5 2/2 11 1 11
Mr. LAU Yu Ching BT RAE 4/5 202 11 11 111
Mr. LAW Chung Lam, Nelson ERRLE 5/5 2/2 1" 11 1/1
Relationship amongst Directors EECENREE

Save for (i) Mr. Tony Cheung is the brother of Mr. Gary Cheung
and (i) on 12 March 2018, Mr. Tony Cheung and Mr. Gary Cheung
entered into the concert party deed to acknowledge and confirm,
among other things, that they are parties acting in concert; the
Board members have no financial, business, family or other
material/relevant relationships with each other.

Independent non-executive Directors

The independent non-executive Directors are appointed for a
specific term. Pursuant to the Company’s Articles of Association,
one-third of the Directors (including independent non-executive
Directors) are subject to retirement by rotation and re-election at
the annual general meeting at least once every three years.

B () SRTBEE BRI A AR RNV R =F
—N\E=ZA+=8  RTBEERRITRTER
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BELB=FRBRREFAS LHERINREE
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Independence of Independent non-executive Directors

In determining the independence of the independent non-
executive Directors, the Board follows the guidelines as set out in
the Rule 3.13 of the Listing Rules. The Company has received
annual confirmation of independence pursuant to Rule 3.13 of
the Listing Rules from each of the independent non-executive
Directors and concluded that all independent non-executive
Directors are independent.

Continuous Professional Development of Directors

Each Director receives a comprehensive, formal and tailored
induction package to ensure that he understands the business
and operations of the Group and is sufficiently aware of his
responsibility and obligation under the Listing Rules and relevant
regulatory requirements.

The Directors are kept informed on the developments of the
statutory and regulatory regime, and the changes in the business
markets so as to facilitate them to fulfil their responsibilities and
obligations under the Listing Rules and relevant statutory
requirements. Continuing briefings and professional development
for Directors will be arranged by the Company when considered
necessary.

During the year ended 31 December 2019, according to the
records provided by the Directors, the individual training record
of each Director received for the year is summarised below:

BYFHITESNE LM
REEFUIFNITESFTHB LR  EFSEK
EMRRAIEIIBEMAEIINES - RRARIEERE
BBUIFMTESRRIE EHARREIIBEE LD
FEEVIEER  ITRBABEIUIFNTESY
REILAL -

ESEREEXRR

EEE/HE2E  TARESENRBLH
RLRRRETD THRASENEEREE -
ERETRAURBEEERE THOBENREE -

EERENMEELEEHENRIERARABE
S ES - MBI RERETT LR NAEH
EERETHNBENMEE - ARFIERAR/LE
B EREERHRE N EXRREE -

BHE_Z-NF+A=1T—HLEFE REE
SRHEMLE  SEENFREIWNERFIIR
SRR

Attending training
courses/seminars/
reading materials
relevant to the
director’s duties

HEEEERE

BERIEIIRR

Hate BEM

Mr. CHEUNG Yuen Tung SRTHE A v
Mr. CHEUNG Yuen Chau SRITR A v
Mr. TANG Chi Chiu BEE KA v
Mr. PANG Kam Fai, Dickson i) v
Mr. LAU Yu Ching B IE S v
Mr. LAW Chung Lam, Nelson BMETRTE v
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BOARD COMMITTEES

The Board established an audit committee (the "Audit
Committee”), a remuneration committee (the "Remuneration
Committee”) and a nomination committee (the “Nomination
Committee”) in June 2018 (collectively, the "Board
Committees”). The term of reference of the Audit Committee,
the Remuneration Committee and the Nomination Committee
are posted on the websites of the Company and the Stock
Exchange. Members of the Board Committees are provided with
sufficient resources to fulfil their duties and, upon reasonable
request, are able to seek independent professional advice in
appropriate circumstances, at the Company's expense.

Audit Committee
The current members of the Audit Committee are:

Mr. LAU Yu Ching (Chairman)
Mr. PANG Kam Fai, Dickson
Mr. LAW Chung Lam, Nelson

All members of the Audit Committee are independent non-
executive Directors who possess sufficient accounting and
financial management expertise and relevant experience to fulfil
their duties.

The Audit Committee serves as a focal point of communication
between the Directors, the external auditors and the internal
auditors with regards to their duties relating to financial and other
reporting, internal controls, external and internal audits and
assisting the Board in fulfilling its responsibilities by providing
independent review and supervision of financial reporting, by
satisfying itself as to the effectiveness of the internal controls of
the Group, and as to the adequacy of the external and internal
audits.

During the year, two Audit Committee meetings were held, inter
alia, to review the 2018 annual results and the 2019 interim
results of the Group. The attendance records are set out under
the section headed "Number of meetings and Directors’
attendance” in this report.

Remuneration Committee
The current members of the Remuneration Committee are:

Mr. PANG Kam Fai, Dickson (Chairman)
Mr. LAU Yu Ching
Mr. LAW Chung Lam, Nelson
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All members of the Remuneration Committee are independent
non-executive Directors.

The Remuneration Committee is mainly responsible for reviewing
and making recommendations to the Board in relation to the
remuneration packages and benefits of the Directors and the
senior management of the Company to ensure the relevant
individuals are fairly rewarded in light of their contribution to the
Company with reference to their performance, and that they
receive suitable incentives to maintain high standards of
performance and to improve the Group's and their own
performance. In connection with the review of the remuneration
package, no Director shall be involved in deciding his own
remuneration.

During the year ended 31 December 2019, one Remuneration
Committee meeting was held, inter alias, to review the
Company’s remuneration policies, remuneration structure and
remuneration packages of the Directors and senior management
of the Company. The attendance records are set out under the
section headed “Number of meetings and Directors’ attendance”
in this report.

Remuneration paid to senior management
Remuneration paid to senior management of the Company for
the year ended 31 December 2019 by band are as follows:

FHEZEeMEEKEHIRELIFNTES

FHEZEETRAARIEFTRAATASRER
ABRFMTEREN Ut EFSRLEZ
& BREBALNSENRARBARFNE
BIESAFHM L EE BB LERSRENEK
BUARREREEREEE MR - SR #H
MrBms  EFALT2EET B SNHH -

HE-Z-NWF+-_A=+—HLEFE"
BT —REH  N(EBERE)BEHARF
HOEGK EERALDFSNEE A BFBR
BRFNEE - HRRSEENARE [@Z R
EEHERR] —& -

el B

XN FEREEASHNHMH
BE_FT-NF+-_A=T—"BLEFE 2T
ARRHREEABNHHERLLT -

Number of staff

ETHH
HK$nil — HK$1,000,000 T T2 1,000,00078 7T 2
Nomination Committee REZEE
The current members of the Nomination Committee are: RHLZECHAKERT
Mr. LAW Chung Lam, Nelson (Chairman) ENEREE(EE)
Mr. PANG Kam Fai, Dickson TiRELE
Mr. LAU Yu Ching R IE L AE

All members of the Remuneration Committee are independent
non-executive Directors.
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The Nomination Committee is mainly responsible for, amongst
other things, (i) reviewing the Board's diversity policy and the
measurable objectives set by the Board for implementing the
Board's diversity policy annually, and making recommendations
to the Board on any proposed changes to the Board according to
the Company's corporate strategy; (i) making recommendations
to the Board on the appointment and re-appointment of Directors
and succession planning for Directors; (i) identifying individuals
suitable to be qualified as Board members; (iv) assessing the
independence of independent non-executive Directors annually;
and (v) deciding whether or not a Director is able to and has
adequately carried out his duties as a Director.

The Board has adopted a Board diversity policy setting out the
approach to the diversification of Board members since 2018.
The Company recognises and embraces the benefits of diversity
of Board members. It endeavours to ensure that the Board has a
balance of skills, experience and diversity of perspectives
appropriate to the requirement of the Company’s business. All
Board appointment will continue to be made on a merit basis
with due regards for the benefits of diversity of the Board
members. Selection of candidates will be based on a range of
perspectives, including but not limited to gender, age, cultural
and educational background, experience (professional or
otherwise), skills and knowledge. The ultimate decision will be
made upon the merits and contribution that the selected
candidates will bring to the Board.

During the year ended 31 December 2019, one Nomination
Committee meeting was held, inter alias, to review the structure,
size, composition and diversity of the Board and to consider,
nominate and recommend the appointment and re-appointment
of Directors.

Corporate Governance Functions

The Board has carried out its duties and responsibilities as set
out in D.3 of the CG Code including (i) the development of policies
and practices on corporate governance; (i) monitoring the
training and continuous professional development of Directors
and senior management of the Company; (iii) reviewing and
monitoring the Company’s policies and practices on compliance
with legal and regulatory requirements, the code of conduct
applicable to the employees of the Company and the Directors;
and (iv) reviewing compliance of the Company with the CG Code
and the disclosure in this report.
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ACCOUNTABILITY AND AUDIT

Directors’ Responsibility for the Financial Statements

The Directors acknowledge their responsibility in preparing the
consolidated financial statements that give a true and fair view of
the state of affairs of the Group and that of the results and cash
flows in the relevant financial year. In preparing the financial
statements for the year ended 31 December 2019, the Directors
have selected appropriate accounting policies, applied them
consistently in accordance with appropriate International
Financial Reporting Standards, International Accounting
Standards and the related interpretations, and made adjustments
and estimates are prudent and reasonable.

The Directors are responsible for taking all reasonable and
necessary steps to safeguard the assets of the Group and to
prevent and detect fraud and other irregularities. The Directors,
having made appropriate enquiries, consider that the Group has
adequate resources to continue in operational existence for the
foreseeable future and that, for this reason, it is appropriate to
adopt the going concern basis in preparing the consolidated
financial statements.

The responsibilities of the external auditors to the Shareholders
are set out in the section headed “Independent Auditor’s Report”
on pages 68 to 76 of this annual report.

Auditors’ Remuneration

During the year, the Company’s auditor, KPMG, provided to the
Company its audit services in relation to the audit of annual
financial statements. The audit fee paid/payable to KPMG in
respect of the audit services provided was approximately
HK$1,000,000. There was no non-audit service provided by KPMG
during the year.

COMPANY SECRETARY

Ms. Lo Wan Man has been appointed as the company secretary
of the Company (the “Company Secretary”) since 9 April 2019,
subsequent to Mr. Tang Chi Chiu’s resignation as the Company
Secretary on the same date.

The Company Secretary whose appointment was approved by
the Board, is responsible in supporting the Board for ensuring
good information flow within the Board and that the Board policy
and procedures are followed. The Company Secretary reports to
the Chairman on governance matters and has day-to-day
knowledge of the Group's affairs.
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During the year ended 31 December 2019, the Company
Secretary had duly complied with the relevant training
requirement under Rule 3.29 of the Listing Rules.

SHAREHOLDERS' RIGHTS

The Group recognises Shareholder’s rights in exercising control
proportionate to their equity ownership. As one of the measures
to safeguard Shareholders’ interest and rights, separate
resolutions are proposed at the Shareholder’s meetings on each
substantial issue, including the election of Director(s), for
Shareholder’s consideration and voting. All resolutions put
forward at Shareholders’ meeting will be voted by way of poll,
which is conducted and scrutinised by the Company’s share
registrar. Poll results are announced and posted on the website
of both the Company and the Stock Exchange.

Shareholders to convene an extraordinary general
meeting

Pursuant to Article 58 of the Articles of Association of the
Company, 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 general meetings of the
Company shall at all times have the right, by written request 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 specify in such request; and such
meeting shall be held within two months after the submission of
such request. If within twenty-one days of such submission the
Board fails to proceed to convene such meeting, Shareholder(s)
may do so in the same manner.

Procedures for directing Shareholders’ enquiries to the
Board

Shareholders may at any time send their enquiries to the Board
in writing to the principal place of business of the Company in
Hong Kong or by email for the attention of the secretary of the
Company.
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Procedures for Shareholders to propose a person for
election as a Director

Pursuant to Article 85 of the Articles of Association of the
Company, no person other than a Director retiring at the meeting
shall, unless recommended by the Directors for election, be
eligible for election as a Director at any general meeting unless a
written notice signed by a Shareholder (other than the person to
be proposed) duly qualified to attend and vote at the meeting for
which such notice is given of his intention to propose such
person for election and also a written notice signed by the
person to be proposed of his willingness to be elected shall have
been lodged at the head office of the Company or at the share
registrar of the Company provided that the minimum length of
the period, during which such written notice(s) are given, shall be
at least seven days and that (if the written notices are submitted
after the despatch of the notice of the general meeting appointed
for such election) the period for lodgment of such written
notice(s) shall commence on the day after the despatch of the
notice of the general meeting appointed for such election and
end no later than seven days prior to the date of such general
meeting. Accordingly, if a Shareholder duly qualified to attend
and vote at the general meeting of the Company wishes to
propose a person for election as a Director at the general
meeting, he/she can deposit a signed written notice of the
intention to propose a person for election as a Director and a
signed written notice by that person of his/her willingness to be
elected together with his/her particulars (such as qualification
and experience) and information as required to be disclosed
under Rule 13.51(2) of the Listing Rules at the head office of the
Company at Room 1908, 19th Floor, Cheung Fung Industrial
Building, Nos. 23-39 Pak Tin Par Street, Tsuen Wan, New
Territories, Hong Kong or at the share registrar of the Company,
Tricor Investor Services Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong. The period for lodgment of
the notices required will commence no earlier than the day after
the despatch of the notice of the general meeting appointed for
such election and end no later than seven days prior to the date
of such general meeting, and the minimum length of the period
during which such notices to the Company may be given will be
at least seven days.
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CONSTITUTIONAL DOCUMENTS

The up-to-date consolidated version of the Memorandum and
Articles of Association of the Company (in both English and
Chinese) is available on both the websites of the Company and
the Stock Exchange. There is no change in the Company’s
constitutional documents during the year ended 31 December
2019.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has an overall responsibility for maintaining a sound
and effective system of risk management and internal control
and for reviewing its effectiveness, particularly in respect of the
controls of financial, operational, compliance and risk
management, to safeguard Shareholders’ investment and the
Group's assets. The Board should ensure that review of the
effectiveness of the Group's risk management and internal
control systems has been conducted at least annually.

The Group maintains its internal audit function with the
assistance of the Audit Committee and the management of the
Company. During the year ended 31 December 2019, the Board
has conducted a review on the effectiveness of the risk
management and internal control system of the Group with the
assistance of the Audit Committee and the management of the
Company. The Board is satisfied that, based on the information
provided and on its own observation, the present risk
management and internal control systems are effective and
adequate for the nature and size of the Group’s operations and
business.
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Independent auditor’s report to the shareholders of Man
Shun Group (Holdings) Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Man
Shun Group (Holdings) Limited (“the Company”) and its
subsidiaries (“the Group”) set out on pages 77 to 152, which
comprise the consolidated statement of financial position as at
31 December 2019, the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of
changes in equity and the consolidated cash flow statement for
the year then ended and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2019 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 (“HKICPA") and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSAS") issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the
Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (“the Code”) together with any ethical
requirements that are relevant to our audit of the consolidated
financial statements in the Cayman Islands, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis
for our opinion.

68

HEEEE(ZR)ERAARRNE L&A BE
BE
(RESHBIMA LA BHRLA])

=R

KB EZEHINET7TZ 12BN EIEEE (IFR)
BRAB(&EAR] REMBELR([EEE])H
REMBHRER  BER-_T-NAF+_A=1t—
BOGEEMBIARBHEZBILFENGEIE
s REMEERER SARSE2HRMNEAR
EMEBER  UREASUBHRRNE BRI2E
AR -

BHRR - GEMBREREFESHMRG([&F
BESMAE D) RONBEMBREE((EBR
MBJ/EEN DEEMT SRR EEER
E-NFT_A=T—"HNEAUBRARLEE
ZALFENGAMBRARGEARERE A
EEREE R ARGIH R EZ R Z A% -

RROER
BPEREBEGHMSRMNBBE LR
(IEBEFTERDETEZ RARBZFER
AENEEEEARSE [ ZBMAEREA W
BERAZENEL] —SEE— TR - RIEEES
el A g R ER S EEST A (TF A1) A
;EEMEZRERESFEMBRREEOHEM
BRER BABLR EX5E - YOREZS
ZXRETHETEMBREE - HAMBE - BMA
PIESHNEZEREN AN BEEMASRMANEZRER
RIRHER -



KEY AUDIT MATTERS

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

these matters.

Contract accounting estimates
EHEEHET

BRBS A TR BB 20 B 20) A BH3E

Refer to accounting policies 2(h) and 2(p) and Note 4 to the consolidated financial statements

The Key Audit Matter
BREZSEE

How the matter was addressed in our audit
RPN ERNMNEEESREE

The Group recorded revenue from the provision of air-
conditioning installation services in Hong Kong totaling
HK$114 million for the year ended 31 December 2019.
BE_ZE-NF+A=Z+—RBLFE  E£ERES
§15 7K B iR 22 3 2 2 AR % B A & #£75 114,000,000 7
T o

Contract revenue is recognised progressively over time
using the cost-to-cost method based on the contract costs
to date as a percentage of total forecast costs. Contract
costs are recognised when work is performed, together
with any provisions for expected contract losses.

S HWATHE R ONE - 325 RIEE AR AL 8T8
B AR B D LLBER R R o & AR ET TR
HERTEAI A KB R BV T B RER o

Our audit procedures to assess contract accounting
estimates included the following:
BB & O FHEFHETHNEZEF 81 -

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

o HEHANKABRREMNBRANINEZSRT B
e BB VERRN
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Contract accounting estimates (Continued)
ERNEFHEE (&)
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Refer to accounting policies 2(h) and 2(p) and Note 4 to the consolidated financial statements

The Key Audit Matter
BREZSEE

How the matter was addressed in our audit
RPN EZNMNEEESREE

The recognition of revenue and profit therefore relies on
management’s estimate of the final outcome of each
contract, which involves the exercise of significant
management judgement, particularly in forecasting the
costs to complete a contract, in valuing contract variations,
claims and liquidated and ascertained damages, in
estimating the amount of expected losses and in assessing
the ability of the Group to deliver services according to the
agreed timetable.

Eit - BERWA Som KRB E IR E (LR S IB S LN R4
R BRI RERERERYE - FRIZTEAE TR
R HENEE  RERETHEELME - HETEHE
Bef UKL S£EREBTRERREHRREE
5 o

We identified contract accounting estimates as a key audit
matter because the estimation of the total contract
revenue and total costs to complete contracts is inherently
subjective and requires significant management
judgement and estimation and because errors in forecast
of contract revenue and contract costs could result in a
material variance in the amount of profit or loss recognised
from contracts to date and, therefore, in current period.
BMBENETHTTETABREZSZE  REAMA
BHMAREHTRERARGEFETEN - BAZED
BEANEEEHE MG - A RARERTEAEGOBAR
BRIRATREGEECS BIEUNERE R ATLE 4
RERSHEERERER -

discussing with management the performance of
contracts in progress during the year, on a sample
basis, and assessing the key estimates and
assumptions adopted in the forecasts for contract
revenue and contract costs, including estimated
costs to completion, the recognition of variation
orders and the adequacy of contingency provisions,
and the assessment of potential liquidated and
ascertained damages for contracts, by obtaining
and evaluating relevant information in connection
with the assumptions adopted, including contract
agreements and subcontracts, correspondence
with customers regarding contract variations and
claims and by considering historical outcomes for
similar contracts;
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Refer to accounting policies 2(h) and 2(p) and Note 4 to the consolidated financial statements
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The Key Audit Matter
BREZSEE

How the matter was addressed in our audit
RPN ERNMNEEEREE

e obtaining a detailed breakdown of the total
estimated costs to completion for all contracts in
progress during the year and comparing, on a
sample basis, actual costs incurred to the reporting
date and future cost estimates with agreements,
certifications or correspondence with
subcontractors and suppliers and other
documentation referred to by management in its
assessment of the estimated costs to completion;

o HUSFAMBETHAEONM TRANAFR
B4 - WAt T NS EERE AEENERKR
RARKRERME  BHoBEREEENIHE  RE
SN © B IR BAE AT L (AT SRR A B B A ) EL A
SAFELLRR

e for all projects in progress at the reporting date,
assessing the assumptions and critical judgements
made by management by comparing the key terms
and conditions in the assessments with contract
agreements with customers and by comparing
the estimated contract completion time with
the Group's updated progress report or
correspondence from customers;

o MWMEHMAMBEEITRIEEMS - MBLERNTH
BEPERAMERNEZERA GG - W EFTEL
TAREE SEESEMETRENEBHIEL
B MEERBEDNBRRRERABEL T

e comparing the contract revenue recognised for
contracts in progress during the year, on a sample
basis, with reference to the certifications received
for the customer, discussing with management for
any significant difference;

o UHMBEAABHFRNETHANERNEHWA
AR PERARBEELE - WEERE R wm A
BAER
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Contract accounting estimates (Continued)

ERNEFHEE (&)

Refer to accounting policies 2(h) and 2(p) and Note 4 to the consolidated financial statements
BRHGE I ME BT 20 K 200) A KMt 4

The Key Audit Matter How the matter was addressed in our audit
BREZSEE KN ERNAREEBREE

e conducting site visits, on a sample basis, to observe
the progress of individual contracts, discussing with
site personnel the status of each projects and
evaluating whether the project progress was
consistent with the Group’s financial accounting
records;

o DA REMAER - HMEBRERNGONEE -
WEIIR 5 A B 5l (81H B ;iR B R FT(H 18 B #
EE BESRENMBSGREEES —

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

o BHREKAANBRKRERENUTRZEGAELD
TEEELLE - §RFETHRE LETRBAR -
DR ERERAREN RN &

e inspecting a sample of contract agreements with
customers and subcontractors to identify key terms
and conditions, including the contract period, the
contract sum, the scope of work, and evaluating
whether these key terms and conditions had been
appropriately reflected in the total estimated
revenue and costs to complete in the forecast of
the outcome of the contracts.

o BEMEF N BEFMAAKMEEA - UEH
BRERREG(BESOH 54028 TR
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BRERIEE TR A R TTRBOR e
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS
AND AUDITOR’S REPORT THEREON

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

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

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.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is
made solely to you, as a body, 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.

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

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and
related disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

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

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

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

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence and, where applicable, related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

The engagement partner on the audit resulting in this
independent auditor’s report is Maggie L.T. Lee.

KPMG
Certified Public Accountants

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

31 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
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For the year ended 31 December 2019 (Expressed in Hong Kong dollars) HZE —F—h&+ = A=+—BI-FZ (UBTHIR)

2019 2018
—ZE-hEF —E-N\F
(Note)
(Haz)
Note $°000 $°000
Wit FiT Fr
Revenue A 4 114,489 163,629
Cost of services BRFE R AN (90,858) (110,529)
Gross profit EX 23,631 53,100
Other income E e A 5 2,312 2,411
Administrative expenses THRAX (23,571) (20,982)
Listing expenses LEWRX - (15,772)
Finance costs ZUR I %N é(a) (62) (455)
Profit before taxation BB AR R 6 2,310 18,302
Income tax FriSHi 7(a) (1,303) (5,721)
Profit and total comprehensive FREFR AN SRR
income for the year 1,007 12,581
Earnings per share (HK cents) BRER (EL) 10
— Basis —HK 0.10 1.45
— Diluted —HE 0.10 1.45
Note: Bt -

The Group has initially applied HKFRS 16 at 1 January 2019 using the modified ~ AEBEFBEBEETEBNEER T —NF—A—HEKRE
retrospective approach. Under this approach, the comparative information is ~ AEBIMEHRELERIFE 1655 « RIEZ L - LEERWARED o

not restated. See Note 2(c). BFEE2()

The notes on pages 83 to 152 form part of these financial 2 83Z= 152 B MM B AF EHRE —2LD © B
statements. Details of dividend payable to the equity & REF A EM AR B REZRERSFBEHRN

shareholders of the Company attributable to the profit for the  FizE22(b) °
year are set out in Note 22(b).
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Consolidated Statement of Financial Position

A o BA B AR DL AR

As at 31 December 2019 (Expressed in Hong Kong dollars) A —Z—hE+=—A=+—8 (ABTIIR)

2019 2018
—ZE-hEF —E-NF
(Note)
(Kit)
Note $°000 $°000
it FiT For
Non-current assets FRBEE
Property, plant and equipment M - WS R 1 2,663 1,012
Current assets REBEE
Trade and other receivables B 5 Rk H M EW IR 13 53,340 35,960
Contract assets AREE 14(a) 29,442 30,835
Pledged bank deposits BEHEIPRITFR 16(e) 1,880 1,880
Cash at bank and in hand RITRFHERE 16(a) 99,208 107,391
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 183,870 176,066
Current liabilities REBAE
Trade and other payables B 5 R EMERFIR 17 17,871 13,007
Contract liabilities AHaE 14(b) 1,275 9218
Bank loans and overdrafts RITERNEL 18 1,347 1,143
Lease liabilities HeEsE 19 929 223
Tax payable FE T8 20(a) 2,179 922
23600 16,213
Netcurrentassets ~~ #“B&AE¥E 0000000000 160,269 159,853
Total assets less current liabilities EEHAERABERE 162,932 160,865
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Consolidated Statement of Financial Position

Ao o BB R DL AR

As at 31 December 2019 (Expressed in Hong Kong dollars) R —Z—hE+=A=+—H (LABTHIR)

2019 2018
—ZE-hEF —E-N\F
(Note)
(HaE)
Note $°000 $°000
Wit Fr For
Non-current liabilities FkRBERF
Leases liabilities HeEaE 19 1,103 75
Deferred tax liabilities RERIAEE 20(b) 230 184
L 133 259
Net assets BEEFE 161,599 160,606
Capital and reserves EARRHE 22
Share capital A&z 10,000 10,000
Reserves Tt 151,599 150,606
Total equity REREE 161,599 160,606

Approved and authorised for issue by the board of directors on
31 March 2020.

Cheung Yuen Tung
RITE
Director
BF
Note:
The Group has initially applied HKFRS 16 at 1 January 2019 using the modified

retrospective approach. Under this approach, the comparative information is
not restated. See Note 2(c).

The notes on pages 83 to 152 form part of these financial
Statements.

EEeRN T ZF=-A=+—HILENRKET

o
Cheung Yuen Chau
RO
Director
=
B -

FEBFEBRMALETENEEN - NF-—A—REKRE
REBIBMELRIFE 65  BIEZTE - LEERILARES -

FfEE2() -

FEIE 152 AMMERR AT BHRE—&D -
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2019 (Expressed in Hong Kong dollars) &2 —Z—hFE+-_A=+—H8 - FE CUETIIR)

Share Merger Share  Retained Total
capital reserve  premium earnings equity
BAR  EHEE ROEE KSR ER4E
(Note)
(Brit)
Note $000 $000 $'000 $'000 $000
ik Fr FT Fr Fr Fr
(Note 22(d)(ii))  (Note 22(d)(i))
(Hrzt 22(a)in) - (W 22(0) )
At 1 January 2018 R=EB-N\F
—-A—-H —* 2,010 2 46,165 43177
Changes in equity for 2018: —Z—-N\FEZZH:
Profit and total comprehensive FRHRMNEEE
income for the year eavatsl - - - 12,581 12,581
Dividend paid BARE 22(b) - - - (18,000) (18,000)
Issue of ordinary shares upon RERARBRE  220)0)
initial public offering BITEER 2,500 - 115,348 - 117,848
Issue of ordinary shares upon REA LR 22(c)iii)
capitalisation Lmk 7,500 - (7,500) - -
At 31 December 2018 and R-ZE-N\%F
1 January 2019 +=BA=+-8
R=B-h&
—-A-H 10,000 2,010 107,850 40,746 160,606
Impact on initial application of BRRAEANBR 2(c)
HKFRS 16 HREBIZ 1655
% - - - (14) (14)
Adjusted balance at RZE-NF
1 January 2019 —R—-AME
RELER 10,000 2,010 107,850 40,732 160,592
Changes in equity for 2019: —Z—-hEM
EREH
Profitand total comprehensive  FREFIR2E
income for the year Wz Bs - - - 1,007 1,007
At 31 December 2019 R-E-h%F
+=B=+-H 10,000 2,010 107,850 41,739 161,599
* The balance represents amount less than $1,000. * EERBEDR 1,000 T ©

Note:

The Group has initially applied HKFRS 16 at 1 January 2019 using the modified
retrospective approach. Under this approach, the comparative information is

not restated. See note 2(c).

The notes on pages 83 to 152 form part of these financial

statements.
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REEEERAGETEMNECN B NF—A—HEXRE
FEAEM B REEAFE 1698 - IRBZITE > LLEERREY] -

LR 2(0) -
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Consolidated Cash Flow Statement
HAEBHESNRE

For the year ended 31 December 2019 (Expressed in Hong Kong dollars) &z ==

—NF+ZA=+—BIFECAETIIR)

2019 2018
—E-NF —E—)\F
(Note)
(K1#E)
Note $°000 $°000
btaF Fr Fr
Operating activities RESEE
Cash (used in)/generated from operations #£4 (Ff) /Fr5IR& 16(b) (8,980) 21,588
Hong Kong Profits Tax paid EREEFEH - (5,577)
Net cash (used in)/generated from  &&TE (FrA), Fid
__operating activities ReF® (8980 16,011
Investing activities RETH
Payment for purchase of property, BEME  HMHER
plant and equipment B 0EE (58) (146)
Proceeds from disposal of property, ﬁE%% as &
plant and equipment HAEPTSFUA - 50
Increase in pledged bank deposits EHERRITFFIEG I - (1,880)
Interest received BRI B 1,600 1,025
Net cash generated from/(used in) BREEEFE,(FTA)
__investing activites ReF® 1542 951
Financing activities RMEEE
Payments for listing expenses T EMRAX - (10,960)
Repayments of bank loans EEBITER 16(c) (267) (12,662)
Capital element of lease rentals paid BENHEERENERE S 16(c) (887) (327)
Interest element of lease rentals paid BENHEERSHNEE S 16(c) (49) (22)
Interest on bank loans and overdrafts paid 21817 E B X F.8 (13) (433)
Proceeds from issue of ordinary shares R E R AR 31T
upon initial public offering LBARFTSRIE - 130,000
Dividend paid B E - (3,327)
Net cash (used in)/generated from @& 8 (FiA) Fi8HE €
_financing activites mE (1.216) 102,269
Net (decrease)/increase in cash iﬁ%&ﬁ%%ﬁ%
and cash equivalent R, InFEE (8,654) 117,329
Cash and cash equivalents at the FUERESRESEEY
beginning of the year 106,515 (10,814)
cash and cash equivalents at the FREESRESEEY
end of the year 16(a) 97,861 106,515
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Consolidated Cash Flow Statement
HAEBHEemE

For the year ended 31 December 2019 (Expressed in Hong Kong dollars) &Z —Z—hFE+ - A=+—B8 - FE GUETHIR)

Note: Kz
The Group has initially applied HKFRS 16 at 1 January 2019 using the modified ~ A&EEBBFBEEITEPEIEN - S—hFE—A—HEXE

retrospective approach. Under this approach, the comparative information is ~ FAEBHIERELERIFE165E < RIEZ L - LLEERIAKED -
not restated. See Note 2(c). BHMEE2() °

The notes on pages 83 to 152 form part of these financial 5 83 % 152 B sE K AN #REK — 85 ©
statements.
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Notes to the Consolidated Financial Statements

Aok 3 B 5 A M

(Expressed in Hong Kong dollars unless otherwise indicated) (B& 3 A RSN » HIAETTHIR)

GENERAL INFORMATION

Man Shun Group (Holdings) Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) are
principally engaged in the provision of installation of heat,
ventilation and air-conditioning system (the "HVAC
Business”) in Hong Kong. The Company was incorporated
in the Cayman Islands on 11 April 2017 as an exempted
company with limited liability under the Companies Law,
Cap. 22 (Law of 1961, as consolidated and revised) of the
Cayman Islands. The Company’s shares were listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 11 July 2018 (the “Listing").

SIGNIFICANT ACCOUNTING POLICIES

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

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group. Note 2(c) provides information on any changes
in accounting policies resulting from initial application
of these developments to the extent that they are
relevant to the Group for the current and prior
accounting periods reflected in these financial
Statements.

—REM

BlasE (i) AR AR ([RAF]) K& EH
BAR(HEFAKRE)TEREBUEER
HIER - BENERRGLERE ((REZE
BEK]) - ARFRR=T—LtFWA+—H
REBERSHSEOELERRNE(—AR—
FEP BEGERER]) ERSEBEMMNK
URERRBERAR - R_FE—-N\FLtH
T—H  ARFBHERETEBHAERIME
RAR (B3R TR EM(TEWD) -

BEXEFBER
(a) BREH

AP BmERIVIRBABERNEAM
BHREEA(ERBUBHREER DR
2 pRESGAMAS([EEE
FAE )R ATEEREREEM
BHREEL  FESHER(EBE
FPER ) RRE  BEARSFRA
AR BB RBGRHIH B ERE - AN
BHRRTTAMIES LR
ERBBEG - AEERANEARS
AHREREMN T -

TR A GBS IEIR ML
BRI EBMBRELER - ERAKE
B A& st AR &R A ek Al 2 R IR
A o B RE 2(C) EFI A VIR B A B AN B
Bl Y RBRRAH LTS
) B 765 S 3k 1O ¥ T B AR E AT R RI T 22
EHEABREFHER -
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Notes to the Consolidated Financial Statements
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(Expressed in Hong Kong dollars unless otherwise indicated) (Bx B& 74 - HIABTTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

84

(b)

(0

Basis of preparation of the financial statements
These financial statements are presented in Hong
Kong dollars, rounded to the nearest thousand. The
measurement basis used in the preparation of the
financial statements is the historical cost basis.

The preparation of financial statements in conformity
with HKFRSs requires management to make
judgements, estimates and assumptions that affect
the application of policies and reported amounts of
assets, liabilities, income and expenses. The
estimates and associated assumptions are based on
historical experience and various other factors that
are believed to be reasonable under the
circumstances, the results of which form the basis of
making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from
these estimates.

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

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and major sources of estimation
uncertainty are discussed in Note 3.

Changes in accounting policies

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

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

2 EBEXEIHHBEm@®

(b)

(c).

PBMRERELE

AP BEBRERIAETEY  LHBER
BT - ARREMBEHRERNE
EERDE L RANEAE -

AT ETEVBHREENNI R
RERERBHFEHZERREBRNAR
BE AE WARRAXZRSEDN
HIET -~ fhE R R - AR A B RER
DIREBELRRERRIBR T HR
AEBAENSEEMEREL  HE
RERERENEMIREENEE
RAEEMREEFLHEOREE - B
PR A e R E A TN EMR o

hEt RAARRRAETE R - B1EET
REBZETH - @5 EFTEETR
HEHEETHINER KRBT T2
RNEF R AR REAME - BIFME ST EA R AR 3K
HAFEIRERR o

EREREREBMEREERIME
HE PR AR T RERZENE
BRFERERZ EOH B 3w
it o

B EEREH

R AGCAEL —EHHIF]
MEBYHHREEA(FERBRE
A1) (FEAPHREERFE 1658 [H
EDUEETEEMBREEAOHE
Al ERAKEARSHIEEREX -

SREBVBRE LA L 16HEI -
SEERUASEERNSBEMEE
8 M BRI 2 AN R AR 75 AR Y
WESLZITALBEALE - A&
B ER AT AR A G AR R ARE
M FR] RIS R R
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Notes to the Consolidated Financial Statements

Aok 3 B 5 A M

(Expressed in Hong Kong dollars unless otherwise indicated) (B& 3 A RSN » HIAETTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Changes in accounting policies (continued)
HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the related
interpretations, HK(IFRIC) 4, Determining whether an
arrangement contains a lease, HK(SIC) 15, Operating
leases — incentives, and HK(SIC) 27, Evaluating the
substance of transactions involving the legal form of
a lease. It introduces a single accounting model for
lessees, which requires a lessee to recognise a right-
of-use asset and a lease liability for all leases, except
for leases that have a lease term of 12 months or less
("short-term leases”) and leases of low-value assets.
The lessor accounting requirements are brought
forward from HKAS 17 which remain substantially
unchanged.

HKFRS 16 also introduces additional qualitative and
quantitative disclosure requirements which aim to
enable users of the financial statements to assess the
effect that leases have on the financial position,
financial performance and cash flows of an entity.

The Group has initially applied HKFRS 16 as from 1
January 2019. The Group has elected to use the
modified retrospective approach and has therefore
recognised the cumulative effect of initial application
as an adjustment to the opening balance of equity at
1 January 2019. Comparative information has not
been restated and continues to be reported under
HKAS 17.

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

2 EXEFHBR@®

(c).

BIBERED (F)
BEMBHREERE 165 HE
BEMBRELRFE16FRREBES
FHERIE7SE [HE | RERREDE
(ERMEREREBLZEG)RESF,
HIEE-—RLHEEEREHE &
B(FRBEZEG)REFISHRL
SHE B hEE(FREEZE
) REF 27N [FHE P REEXRET
AR HHMEE ] - EpEAMASIAE
—GHEE - EREBEARMEEE
REAREELHEARG HHE
HAEREAKKATOEE(EHE
EDUARKEEEEHEERIN - B
BEBGHEAZ17ROEEAS
ERABEDGRFTE -

BB ELERIE 16 5% /7 5] AL
MEMENEERBEELR  SERMB
HREMEFHEHESERM BN -
MBRARRERENTE -

AEEE-_T-NF-A—BEERX
ERBERYBHRELENE 165 - "%
ERERABEETNEWE Bt
BERERHNEAETERRREN_-F
—NEFE—A— B HERERIOFE o
HBERLEED - WHBRREL
SRTERIE 1755

ERBESTHRNEPHERTE
AT Pt FE P 3B R E B A — SR IE 8
FAE
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(Expressed in Hong Kong dollars unless otherwise indicated) (Bx B& 74 - HIABTTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES

86

(continued)

()

Changes in accounting policies (continued)
a. New definition of a lease

The change in the definition of a lease mainly
relates to the concept of control. HKFRS 16
defines a lease on the basis of whether a
customer controls the use of an identified asset
for a period of time, which may be determined
by a defined amount of use. Control is
conveyed where the customer has both the
right to direct the use of the identified asset and
to obtain substantially all of the economic

benefits from that use.

The Group applies the new definition of a lease
in HKFRS 16 only to contracts that were entered
into or changed on or after 1 January 2019. For
contracts entered into before 1 January 2019,
the Group has used the transitional practical
expedient to grandfather the previous
assessment of which existing arrangements are
or contain leases. Accordingly, contracts that
were previously assessed as leases under HKAS
17 continue to be accounted for as leases
under HKFRS 16 and contracts previously
assessed as non-lease service arrangements
continue to be accounted for as executory

contracts.

b. Lessee accounting and transitional impact
HKFRS 16 eliminates the requirement for a
lessee to classify leases as either operating
leases or finance leases, as was previously
required by HKAS 17. Instead, the Group is
required to capitalise all leases when it is the
lessee, including leases previously classified as
operating leases under HKAS 17, other than
those short-term leases and leases of low-value
assets which are exempt. As far as the Group is
concerned, these newly capitalised leases are
primarily in relation to property, plant and
equipment as disclosed in note 11. For an
explanation of how the Group applies lessee

accounting, see note 2(f).

2 BEXEIBEm@
EHBES (&)

(c).

a.

HENHEE
MEEENEE T E W RIEHH
B - BAMBREENFE 1655
REEFEEHE—BREREAZEG
EAEHREEMERMEE - 7]
BRATHEBEET - EEFHR
BERTECHMNEENER - 75
BRI MERETMAKERN
SAYERT - AIE IR b4 -

AEBEBEEVBREENSR
16 HENHERBARE—F
—NF-A—BRZEFIIHE
HEK - R —T—NF—H
—HAFIZMEHNME  AEE
ERMBEGEERIRIETL
BETRZAERBLHRER
HEXBSHEMMOTG -
It SERTRBEE B G ERIE 7
A AEENANEERIER
AU BHREENE16RER/EE
AR - MR RTRHE A IEE E R
RHNANEBER/SRERNE
OPN

REANESHEERBETZE
BRPBHRELERFE1657EUE T
EAABHENBACEHES
BEHENER(LREESR
ERNFE7RMALE Z3RK) o BUm R
2 RNEBEBEHABEBARE
FrEMHEER - BIELATIRIE
ERETENE 17RO EARE
HEMNHE  HEZFERRNE
HAENEEEEEMREKRIN -
HAEEME  ZEFMEAREA
EFTEWEMRENDE B
BEREEER - BRASE MM
KAFABASR  BEEBRESR
MEsE2(f) ©
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(Expressed in Hong Kong dollars unless otherwise indicated) (B& %A 7EBA

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(c) Changes in accounting policies (continued)

b.

Lessee accounting and transitional impact
(continued)

At the date of transition to HKFRS 16 (i.e. 1
January 2019), the Group determined the length
of the remaining lease terms and measured the
lease liabilities for the leases previously
classified as operating leases at the present
value of the remaining lease payments,
discounted using the relevant incremental
borrowing rates at 1 January 2019. The
weighted average of the incremental borrowing
rates used for determination of the present
value of the remaining lease payments was
3.125%.

The following table reconciles the operating
lease commitments as disclosed in Note 24 as
at 31 December 2018 to the opening balance
for lease liabilities recognised as at 1 January
2019:

Aok 3 B 5 A M

BB TTIIR)

2 HEAXEHER@®

(c). EFHRESH ()
b. FEHEASTEERBELE (&)

RIBEEBRBUHREERIE 16
FEAN-_FT-—AFE—-A—
m AEEEEHNBGEEHRER

C WRLE R DB RKEHER
ﬁﬁ&ﬂ%ﬁ%ﬁﬁ%ﬁ%%f
E-NF-A-BHHEREER
KA EFRNBREAEHRER
& - AREENSRHEENFTER
B IE S AN R H I F I
7$3.125% °

TR B IR 24 FT B 958 =
T \E+= A=+ AMER
BERHEN F—AE—F—
B RS R ERM TS

1 January 2019

—E-NF
—HA—H
$°000
Fr
Operating lease commitments at 31 December R -Z—/\F+-_A=+—H
2018 HI AL S TH S A 630
Less: total future interest expenses W RRF BB (15)
Present value of remaining lease payments, TJ@%%E SRFEEFEAR
discounted using the incremental borrowing —hWE—HA—AMEE
rate at 1 January 2019 1%@%%%@%@ 615
Add: hn
— finance lease liabilities recognised —RZE-NF+ZA=F—
as at 31 December 2018 ARNREHRERE 298
— present value of remaining lease payments — WHAERENRGEE
of office equipment, discounted using NHRBEARZZE—NEF
the incremental borrowing rate — A —BagEE R E
at 1 January 2019 ITIRMIRE 272
Total lease liabilities recognised at 1 January 2019 W —Z—NAF— B —HER
HEaERS 1,185
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)
Changes in accounting policies (continued)

88

()

b.

Lessee accounting and transitional impact
(continued)

The right-of-use assets in relation to leases
previously classified as operating leases have
been recognised as if HKFRS 16 had always
been applied since the commencement date of
the lease.

So far as the impact of the adoption of HKFRS
16 on leases previously classified as finance
leases is concerned, the Group is not required
to make any adjustments at the date of initial
application of HKFRS 16, other than changing
the captions for the balances. Accordingly,
instead of presenting as “obligations under
finance leases”, these amounts are included
within “lease liabilities”, and the depreciated
carrying amount of the corresponding leased
assets is identified as right-of-use assets and
included in “Property, plant and equipment”.

BB TTIIR)

2 BEXEIBEm@
EHBES (&)

(c).

b.

BREABHEERBRESE (H)

HEMDBERKEHENEER
BRI EEC KRR - ML
BHERKEHE—ERAEL
BI i s RIS 165K -

HRRAEBUHREERE 16
HHENOBERAREMENHEE
M e AEBERERERAR
HREsN > BEGEEBMBREE
RIS 16580 B R ER A AR B
EHAE Bt [RMEHER
Bl HESRBK  HESES
AAATHERE] HENHEESR
EMEYTEREEERR SER
REEVIATYE  BFEER
tw]EBF -
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(Expressed in Hong Kong dollars unless otherwise indicated) (B& 3 A RSN » HIAETTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(c) Changes in accounting policies (continued)

Lessee accounting and transitional impact

b.

(continued)

The following table summarises the impacts of
the adoption of HKFRS 16 on the Group’s

EXEEER@®

(c). EBFEEE2H (&)
REABTHEERBESE (B)

b.

TRBL T RABEBWHEREE
A 16 A AR R B AR A RSN

consolidated statement of financial position: R E -
Carrying Capitalisation Carrying
amount at of operating  amount at
31 December lease 1 January
2018 contracts 2019
RZE-N\F
+=A R-ZE-h&
=t—HH BRH —B—HI
REEE L2HESYN REEA
$°000 $°000 $°000
FET FET FET
Line items in the consolidated ~ ZHFABBYBEREERE
statement of financial 1655 ENGERTBRR
position impacted by the RPWIER !
adoption of HKFRS 16:
Property, plant and equipment ME - WE REE 1,012 873 1,885
Total non-current assets FREBEELE 1,012 873 1,885
Lease liabilities (current) HESE(RE) 223 482 705
Current liabilities REAE 16,213 482 16,695
Net current assets REEEFE 159,853 482) 159,371
Total assets less current liabilities A& ER KB A E 160,865 391 161,256
Lease liabilities (non-current) HEBBGERS) 75 405 430
Total non-current liabilities FrEaEsE 259 405 664
Net assets BEFE 160,606 (14) 160,592
Reserves & 150,606 (14) 150,592
Total equity ERmE 160,606 (14) 160,592
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

90

C.

(d)

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

After the initial recognition of right-of-use assets and
lease liabilities as at 1 January 2019, the Group as a
lessee is required to recognise interest expense
accrued on the outstanding balance of the lease
liability, and the depreciation of the right-of-use asset,
instead of the previous policy of recognising rental
expenses incurred under operating leases on a
straight-line basis over the lease term. This results in
a positive impact on the reported profit from
operations in the Group’s consolidated statement of
profit or loss, as compared to the results if HKAS 17
had been applied during the year.

In the cash flow statement, the Group as a lessee is
required to split rentals paid under capitalised leases
into their capital element and interest element (see
note 16 (c)). These elements are classified as
financing cash outflows, similar to how leases
previously classified as finance leases under HKAS 17
were treated, rather than as operating cash outflows,
as was the case for operating leases under HKAS 17.
Although total cash flows are unaffected, the
adoption of HKFRS 16 therefore results in a significant
change in presentation of cash flows within the cash
flow statement (see note 16(d)).

Subsidiaries

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

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

(d)

(e)

Subsidiaries (continued)

Changes in the Group's interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the
change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in
that former subsidiary at the date when control is lost
is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a
financial asset.

In the Company's statement of financial position,
investments in subsidiaries are stated at cost less
impairment losses (see Note 2(g)(ii)).

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see
Note 2(g)(ii)).

Gains or losses arising from the retirement or disposal
of an item of property, plant and equipment are
determined as the difference between the net
disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date
of retirement or disposal.
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

92

(e)

U]

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

Shorter of
5 years or
unexpired
terms of lease

—  Leasehold improvements

Over the lease
terms

—  Leasehold buildings

—  Furniture and fixtures 5vyears
Shorter of

5 years or
over the lease
terms

—  Computer and office equipment

—  Motor vehicles 4 years

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

Leased assets

At inception of a contract, the Group assesses
whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an identified
asset for a period of time in exchange for
consideration. Control is conveyed where the
customer has both the right to direct the use of the
identified asset and to obtain substantially all of the
economic benefits from that use.
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2 SIGNIFICANT ACCOUNTING POLICIES 2 EXEFTBEm@®

At the lease commencement date, the Group
recognises a right-of-use asset and a lease
liability, except for short-term leases that have
a lease term of 12 months or less and leases of
low-value assets. When the Group enters into a
lease in respect of a low-value asset, the Group
decides whether to capitalise the lease on a
lease-by-lease basis. The lease payments
associated with those leases which are not
capitalised are recognised as an expense on a
systematic basis over the lease term.

Where the lease is capitalised, the lease liability
is initially recognised at the present value of the
lease payments payable over the lease term,
discounted using the interest rate implicit in the
lease or, if that rate cannot be readily
determined, using a relevant incremental
borrowing rate. After initial recognition, the
lease liability is measured at amortised cost and
interest expense is calculated using the
effective interest method. Variable lease
payments that do not depend on an index or
rate are not included in the measurement of
the lease liability and hence are charged to
profit or 10ss in the accounting period in which
they are incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct
costs incurred. Where applicable, the cost of
the right-of-use assets also includes an
estimate of costs to dismantle and remove the
underlying asset or to restore the underlying
asset or the site on which it is located,
discounted to their present value, less any lease
incentives received. The right-of-use asset is
subsequently stated at cost less accumulated
depreciation and impairment losses (see Notes
2(e) and 2(g)(ii)).

(continued)
(f) Leased assets (continued) ) HEEEE
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leased assets (continued)

(A) Policy applicable from 1 January 2019

94

(f)

(B)

(continued)

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change
in the Group’s estimate of the amount expected
to be payable under a residual value guarantee,
or there is a change arising from the
reassessment of whether the Group will be
reasonably certain to exercise a purchase,
extension or termination option. When the lease
liability is remeasured in this way, a
corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount
of the right-of-use asset has been reduced to
zero.

The Group presents right-of-use assets that do
not meet the definition of investment property
in “property, plant and equipment” and
presents lease liabilities separately in the
statement of financial position.

Policy applicable prior to 1 January 2019

In the comparative period, as a lessee the
Group classified leases as finance leases if the
leases transferred substantially all the risks and
rewards of ownership to the Group. Leases
which did not transfer substantially all the risks
and rewards of ownership to the Group were
classified as operating leases.

Where the Group had the use of assets held
under operating leases, payments made under
the leases were charged to profit or 10ss in
equal instalments over the accounting periods
covered by the lease term, except where an
alternative basis was more representative of
the pattern of benefits to be derived from the
leased asset.
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(g) Credit losses and impairment of assets

(i)

Credit losses from financial instruments
and contract assets

The Group recognises a loss allowance for
expected credit losses (“ECLS”) on the following
items:

— financial assets measured at amortised
cost (including cash and cash equivalents
and trade and other receivables); and

— contract assets as defined in HKFRS 15
(see Note 2(h)).

Financial assets measured at fair value are not
subject to the ECL assessment.

Measurement of ECLS

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as the
present value of all expected cash shortfalls (i.e.
the difference between the cash flows due to
the Group in accordance with the contract and
the cash flows that the Group expects to
receive).

The expected cash shortfalls of fixed-rate
financial assets such as trade and other
receivables and contract assets are discounted
using the effective interest rate determined at
initial recognition or an approximation thereof
where the effect of discounting is material.

The maximum period considered when
estimating ECLs is the maximum contractual
period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable
information that is available without undue cost
or effort. This includes information about past
events, current conditions and forecasts of
future economic conditions.
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2 SIGNIFICANT ACCOUNTING POLICIES
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(continued)

(g) Credit losses and impairment of assets
(continued)
(i) Credit losses from financial instruments

and contract assets (continued)
Measurement of ECLS (continued)

ECLs are measured on either of the following
bases:

— 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are
expected to result from all possible
default events over the expected lives of
the items to which the ECL model applies.

Loss allowances for trade receivables and
contract assets are always measured at an
amount equal to lifetime ECLs. ECLs on these
financial assets are estimated using a provision
matrix based on the Group’s historical credit
loss experience, adjusted for factors that are
specific to the debtors and an assessment of
both the current and forecast general economic
conditions at the reporting date.

For all other financial instruments, the Group
recognises a loss allowance equal to 12-month
ECLs unless there has been a significant
increase in credit risk of the financial instrument
since initial recognition, in which case the loss
allowance is measured at an amount equal to
lifetime ECLs.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(g) Credit losses and impairment of assets
(continued)
(i) Credit losses from financial instruments

and contract assets (continued)

Significant increases in credit risk

In assessing whether the credit risk of a
financial instrument has increased significantly
since initial recognition, the Group compares
the risk of default occurring on the financial
instrument assessed at the reporting date with
that assessed at the date of initial recognition.
In making this reassessment, the Group
considers that a default event occurs when (i)
the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse
by the Group to actions such as realising
security (if any is held); or (ii) the financial asset
is 90 days past due. The Group considers both
quantitative 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 since initial
recognition:

— failure to make payments of principal or
interest on their contractually due dates;

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

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

— existing or forecast changes in the
technological, market, economic or legal
environment that have a significant
adverse effect on the debtor’s ability to
meet its obligation to the Group.
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2 SIGNIFICANT ACCOUNTING POLICIES
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(continued)

(g) Credit losses and impairment of assets
(continued)
(i) Credit losses from financial instruments

and contract assets (continued)

Significant increases in credit risk (continued)
Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis,
the financial instruments are grouped based on
shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument'’s
credit risk since initial recognition. Any change
in the ECL amount is recognised as an
impairment gain or 10ss in profit or loss. The
Group recognises an impairment gain or loss
for all financial instruments with a
corresponding adjustment to their carrying
amount through a loss allowance account,
except for investments in debt securities that
are measured at FVOCI (recycling), for which
the loss allowance is recognised in other
comprehensive income and accumulated in the
fair value reserve (recycling).

Basis of calculation of interest income
Interest income recognised in accordance with
Note 2(p)(ii) 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 the
amortised cost (i.e. the gross carrying amount
less loss allowance) of the financial asset.

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on
the estimated future cash flows of the financial
asset have occurred.

BB TTIIR)

2 EXETHER@®

®

FEBRREERME(A)

(i) ZBMIAFEBRARENEE
(#)
1= B f A W5 1% i ()

BESRIAMEE  FHEEER
ﬂﬁAﬁTkﬁlaai‘jJDEBdlﬁ\HZ%
HEHETT o B HIRBEEE
ﬁﬂ%'iﬂlﬂﬁﬁ T ERE
BERBEZETYME - wm ik
AEAEERBFTR o

EHREEEBENERE B EHR
2 AR B VIR FER AR & Bl
TAGEERRNE L - BHEE
)EEE%%EE’JTEEH """"" MR B i
REBERE XASBERAFMAE
SR TAMNBERE  WiEBRE
Téﬁéﬁﬁﬁﬁﬁﬁﬁﬁﬁt?ﬂﬁﬂgm

|E?*”5FTE:#7\/H\W21EHK

(TL@TE 5T EBMEBE

BRERRIN ﬁEﬁTEﬁé‘T%E/\\Ei\Mz
[EIE & NV EFE

(—I@@TE )E%Hr

s EFIEMA BB

AR 4 B 2 2(p)(ii) 7 FR E’Jﬂ S H&U\
BREemEENRRAEER BR
FZEBMEENR Zf‘f/ﬁ%ﬁ E
HERT » MEWAREREE
) 8 3 R AN (B 48 RR T (BRI 5 18
BE)AE -

RERER  AEBEFTHEEHE
ERGHREERE - 84—
EZIEE S RVE ETAERT AR KRR
EREBETFFENSEHE €
BMAEHREERE -



HNEAR I (£ )50) A PR 7]

SRR

Notes to the Consolidated Financial Statements

Aok 3 B 5 A M

(Expressed in Hong Kong dollars unless otherwise indicated) (B& 3 A RSN » HIAETTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(g) Credit losses and impairment of assets
(continued)
(i) Credit losses from financial instruments

and contract assets (continued)

Basis of calculation of interest income
(continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

— significant financial difficulties of the
debtor,

— a breach of contract, such as a default
past due event;

— it becoming probable that the borrower
will enter into bankruptcy or other
financial reorganisation;

— significant changes in the technological,
market, economic or legal environment
that have an adverse effect on the debtor;
or

— the disappearance of an active market for
a security because of financial difficulties
of the issuer.

Write-off policy

The gross carrying amount of a financial asset
or contract asset is written off (either partially
or in full) to the extent that there is no realistic
prospect of recovery. This is generally the case
when the Group determines that the debtor
does not have assets or sources of income that
could generate sufficient cash flows to repay
the amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a
reversal of impairment in profit or loss in the
period in which the recovery occurs.
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(continued)

(®

Credit losses and impairment of assets
(continued)
(i) Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that property, plant and
equipment including right-of-use assets may be
impaired or an impairment loss previously
recognised no longer exists or may have

decreased.

If any such indication exists, the asset’s

recoverable amount is estimated.
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Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of
disposal and value in use. In assessing
value in use, the estimated future cash
flows are discounted to their present
value using a pre-tax discount rate that
reflects current market assessments of
the time value of money and the risks
specific to the asset. Where an asset does
not generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined for
the smallest group of assets that
generates cash inflows independently (i.e.
a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit
or loss if the carrying amount of an asset,
or the cash-generating unit to which it
belongs, exceeds its recoverable amount.
Impairment losses recognised in respect
of cash-generating units are allocated to
reduce the carrying amount of the assets
in the unit (or group of units) on a pro rata
basis, except that the carrying value of an
asset will not be reduced below its
individual fair value less costs of disposal
(if measurable) or value in use (if
determinable).
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

®

(h)

Credit losses and impairment of assets

(continued)

(i) lmpalrment of other assets (continued)
Reversals of impairment losses
An impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. A reversal of an
impairment loss is limited to the asset’s
carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to profit or
loss in the year in which the reversals are
recognised.

Contract assets and contract liabilities

A contract asset is recognised when the Group
recognises revenue (see Note 2(p)) before being
unconditionally entitled to the consideration under
the payment terms set out in the contract. Contract
assets are assessed for ECLs in accordance with the
policy set out in Note 2(g)(i) and are reclassified to
receivables when the right to the consideration has
become unconditional (see Note 2(i)).

A contract liability is recognised when the customer
pays consideration before the Group recognises the
related revenue (see Note 2(p)). A contract liability
would also be recognised if the Group has an
unconditional right to receive consideration before
the Group recognises the related revenue. In such
cases, a corresponding receivable would also be
recognised (see Note 2(i)).

For a single contract with the customer, either a net
contract asset or a net contract liability is presented.
For multiple contracts, contract assets and contract
liabilities of unrelated contracts are not presented on
a net basis.

When the contract includes a significant financing
component, the contract balance includes interest
accrued under the effective interest method (see
Note 2(p)).
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

102

)

()

(k)

U]

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right
to receive consideration is unconditional if only the
passage of time is required before payment of that
consideration is due. If revenue has been recognised
before the Group has an unconditional right to
receive consideration, the amount is presented as a
contract asset (see Note 2(h)).

Receivables are stated at amortised cost using the
effective interest method less allowance for credit
losses (see Note 2(2)(i).

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and in hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are
also included as a component of cash and cash
equivalents for the purpose of the consolidated cash
flow statement. Cash and cash equivalents are
assessed for ECLs in accordance with the policy set
out in Note 2(9)().

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at
fair value less transaction costs. Subseqguent to initial
recognition, interest-bearing borrowings are stated at
amortised cost using the effective interest method.
Interest expense is recognised in accordance with
the Group's accounting policy for borrowing costs
(see Note 2(q)).

Trade and other payables

Trade and other payables are initially recognised at
fair value and subsequently stated at amortised cost
unless the effect of discounting would be immaterial,
in which case they are stated at cost.
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(m) Employee benefits

(n)

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

Income tax

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

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting
period, and any adjustment to tax payable in respect
of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax
assets also arise from unused tax losses and unused
tax credits.
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

104

(n)

Income tax (continued)

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

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

The carrying amount of a deferred tax asset is
reviewed at the end of each reporting period and is
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow
the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be
available.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Income tax (continued)
Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Company
or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities
and the following additional conditions are met:

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

— inthe case of deferred tax assets and liabilities,
if they relate to income taxes levied by the
same taxation authority on either:

— the same taxable entity; or

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

(0) Provisions, contingent liabilities and onerous

contracts

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

Provisions, contingent liabilities and onerous
contracts (continued)

106

(0)

(p)

@

(ii)

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

Onerous contracts

An onerous contract exists when the Group has
a contract under which the unavoidable costs
of meeting the obligations under the contract
exceed the economic benefits expected to be
received from the contract. Provisions for
onerous contracts are measured at the present
value of the lower of the expected cost of
terminating the contract and the net cost of
continuing with the contract.

Revenue recognition

Revenue is measured based on the consideration
specified in a contract with a customer. The Group
recognises revenue when it transfers control over a
product or service to a customer. “Control” refers to
the customer’s ability to direct the use of and obtain
substantially all of the remaining benefits from an asset.

(i)

Contract revenue

Revenue of services transferred over time is
recognised progressively based on the contract
costs incurred to date as a percentage of total
forecast costs to depict the transfer of control
of the services to the customer. The Group
recognises revenue over time only if it can
reasonably measure its progress toward
complete satisfaction of the performance
obligation. However, if the Group cannot
reasonably measure the outcome but expects
to recover the costs incurred in satisfying the
performance obligation, then it recognises
revenue to the extent of the costs incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p)

(a)

n

Revenue recognition (continued)

(i)  Contract revenue (continued)
Any unconditional rights to consideration are
presented separately as “Trade receivables”.

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

Borrowing costs

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

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

Related parties
(1) A person, or a close member of that person’s
family, is related to the Group if that person:

()  has control or joint control over the
Group;

(i has significant influence over the Group;
or

(i) is a member of the key management
personnel of the Group or the Group's
parent.
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2 SIGNIFICANT ACCOUNTING POLICIES 2 BEXEIBEm@

(continued)
(r) Related parties (continued) () EBEE(E)
(2)  An entity is related to the Group if any of the 2  (HFAEUTE AR - B EE
following conditions applies: BN 52 (B 5 R
(i) The entity and the Group are members of () HMERAXEHER-—

the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).

BHKE AR BIEEA
BRENGIVAEEY
AR A R -

(i)  One entity is an associate or joint venture (i) HEBARS —EEmE

of the other entity (or an associate or joint ERAEERT(HE—

venture of a member of a group of which ERAKEANANEEE

the other entity is a member). THRE AR E QA
AN

(i)  Both entities are joint ventures of the (il MAZEBHARA-—ZE=7
same third party. o =R /NE I

(iv) One entity is a joint venture of a third vy —HERBRE=ZFEEN
entity and the other entity is an associate BERA ME—BEBR
of the third entity. ZE-HERREBE AR -

(v  The entity is a post-employment benefit V) EBEAAESEFHAEEH
plan for the benefit of employees of either BB ETEGES MR
the Group or an entity related to the BN BRI FET R -
Group.

(vii The entity is controlled or jointly (i) EEERL3XnMATERA
controlled by a person identified in (r)(1). THEHI R RES] o

(vii) A person identified in (r)(1)(i) has (vil) £ 3X(ND) P Al A £

significant influence over the entity or is a
member of the key management
personnel of the entity (or of a parent of
the entity).

T%EEX 2 ) o B %
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\m n

(viiy The entity, or any member of a group of (i) ZEBEEXEMBERMNT
which it is a part, provides key ] B B A 7] [A] 2N £ B 5 K
management personnel services to the SESARRHEFTZEER
Group or to the Group's parent. ANB R °

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings with
the entity.
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2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

(s)

Segment reporting

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

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

3 ACCOUNTING JUDGEMENTS AND
ESTIMATES
Estimation uncertainty
The key assumption concerning the future and other key
sources of estimation uncertainty at the end of each
reporting period, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described
below.

(a)

Loss allowances on trade receivables, retention
receivables and contract assets

For trade receivables, retention receivables and
contract assets, the Group applies the simplified
approach to provide for ECL as prescribed by HKFRS
9, which requires the use of the lifetime ECL
allowance for all trade receivables. The loss
allowance for financial assets are based on
assumptions about risk of default and expected loss
rates. The Group uses judgement in making these
assumptions and selecting the inputs to the loss
allowance calculation, based on the Group's past
history, existing market conditions as well as forward
looking estimates at the end of reporting period.
Management reassesses the loss allowance at each
reporting date.
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110

ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)
Estimation uncertainty (continued)

(b)

Revenue recognition

As explained in Note 2(p), revenue and profit
recognition on a project is dependent on
management’s estimation of the progress of the
satisfaction of performance obligations of a
construction contract over time, measured by actual
contract costs incurred to date to estimate total
contract costs for the contract. Based on the Group's
recent experience and the nature of the construction
activity undertaken by the Group, the Group reviews
and revises the estimates of contract revenue,
contract costs and variation order, prepared for each
construction contract as the contract progresses.
Budgeted construction costs are prepared by
management on the basis of quotations from time to
time provided by the major subcontractors, suppliers
and vendors involved and the experience of
management. In order to keep the budget accurate
and up-to-date, management conducts periodic
reviews of the budgeted construction costs and
revises the budgeted construction costs as
appropriate.

Significant judgement is required in estimating the
contract revenue, contract costs and variation work
which may have an impact on percentage of
completion of the construction contracts and the
corresponding profit taken. In addition, actual
outcome in terms of total revenue or costs may be
higher or lower than estimation at the end of the
reporting period, which would affect the revenue and
profit recognised in future years as an adjustments to
the amounts recorded to date.
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(Expressed in Hong Kong dollars unless otherwise indicated) (B& 3 A RSN » HIAETTHIR)

REVENUE AND SEGMENT INFORMATION
Revenue represents the fair value of amounts received or
receivable from the service contracts by the Group to
external customers. The Group’s operation is solely derived
from HVAC Business in Hong Kong during the years ended
31 December 2019 and 2018. For the purpose of resources
allocation and performance assessment, the chief
operating decision maker reviews the overall results and
financial position of the Group as a whole. Accordingly, the
Group has only one single operating segment and no
further discrete financial information nor analysis of this
single segment is presented.

(a) Disaggregation of revenue
Disaggregation of revenue from contracts with
customers by timing of revenue recognition and type
of service are as follows:

Revenue from contracts with customers within
the scope of HKFRS 15

AR EBER

WA B RE A LB R BRI D
FREMAFE - AEEEEEREBE—
E-NEFR-F-N\F+_A=t—HLHF
ENEARLRBEFAER - RERIER
KEANEME  TELERRERHAKE
MEBEERMBIR - Bt - NEEES
—fAE—EENE AL T2 E— DB
B — SR E R RO

(@ WAz
W ATEREE MRGER B TP
BHWAR WAL :

BRMBREEAEISKEENNEF
FEHKA

2019 2018
—E-NF —E-)N\F
$°000 $°000
Fr Fr
Disaggregated by timing of R AR A D
revenue recognition
Products transferred at a point in time RERHELHNE®D 30,979 12,903
Services transferred over time BE 5825 /9 AR 7 83,510 150,726
114,489 163,629
Disaggregated by type of service 1% AR %5 28 Bl 4 2
Installation services only F IR 40,996 122,917
Installation services with HVAC systems %3 fR 7508 B 22 A 4%
procurement 73,493 40,712
114,489 163,629
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4 REVENUE AND SEGMENT INFORMATION 4 WARSEER @)

(continued)
(b) Transaction price allocated to the remaining (b) PTEHEFRBAEEINRZE
performance obligations
The following tables include revenue expected to be TREAEAFNR-_ZE—NER TN
recognised in the future related to performance FHZA=+—HREK(SHHKRE
obligations that are unsatisfied (or partially ) B B 40 A i T B A R SR s &Y
unsatisfied) as at 31 December 2019 and 2018. Ug A e
2019 —E-NF $°000
Fr
Remaining performance obligations expected EHEREZUTHEHLEEER
to be satisfied during the year ending: ERNRESEAEST
31 December 2020 —E-EF+-_A=+—H 124,305
31 December 2021 —E-—F+=-_A=+—H 105,532
After 31 December 2021 —ZE-—F+-A=+—H#% 49,261
279,098
2018 —ET-)N\F $°000
Fr
Remaining performance obligations expected EHEREZUTERLEEER
to be satisfied during the year ending: ERNEISREHNEST
31 December 2019 —E-NF+—A=+—H 122,793
31 December 2020 —E-ZEF+_A=+—H 69,092
After 31 December 2020 —ZE-TF+-_A=+—H#%E 38,687
230,572
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(continued)

()

Geographical information
The Company is an investment holding company and
the principal place of the Group's operation is in Hong
Kong. For the purpose of segment information
disclosures under HKFRS 8, the Group regards Hong
Kong as its place of domicile.

No geographical information is presented as the
Group is principally engaged in HVAC business in
Hong Kong.

WARDEBER (@)
(c) HEEHR

ARRRREERAR  MAKEE
LB RER WRBEEYH
WEEAFIR/BPBEIBERME - &
SEREBRERABILE -

MmN A EE T ERE S EEREE
£75  HLE2TIHEER -

(d) Information about major customers d EBEZEEFWNER
The Group’s customer base includes three (2018: AEBHRFEEFE=ZZ(ZZE—N
four) customers with whom transactions have F:OZ)XRGEEAEBWRARIB
exceeded 10% of the Group’s revenue. In 2019, 10%HEF - RZZE—NF - REH
revenue from HVAC Business with these customers ZEBPHBERTEAELENKRAL
amounted to $102,021,000 (2018: $154,382,000). 102,021,000t( — & — J\ &F:
Details of concentration of credit risk arising from 154,382,00070) ° BEZERFHSEF
these customers are set out in Note 23(a). EERBFHBEHNMFE23()
5 OTHER INCOME Hilg A
2019 2018
—E-hEF —E-NF
$°000 $°000
Fr FT
Bank interest income RITHEHA 1,800 1,025
Repair and other service income #Es R H AR IE U A 491 925
Gain on disposal of property, MEYHE - SRR BN
plant and equipment - 25
Sundry income TR A 21 436
2,312 2,411
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6 PROFIT BEFORE TAXATION
Profit before taxation is arrived at after charging:

BB TTIIR)

6 BRERATEF
B AT M TO B NI DA T AR B

2019 2018
—E-NEF —ZE-N\F
(Note)
(Hizt)
$°000 $'000
Fir Frr
(@) Finance costs (@ B®EE
Interest on bank loans IRITEFRFE 2 274
Interest on bank overdrafts %Eméiiﬂ,u 11 159
Interest on lease liabilities HEBERE 49 22
62 455
Note: The Group has initially applied HKFRS 16 at 1 January 2019 using Bat : NEBSEBREBLETEREIEN S NE—
the modified retrospective approach. Under this approach, the A—BEXEATEMBREERE 165 - BIR
comparative information is not restated. See Note 2(c). ZA%  WRERNARES o BMEE2(C0)
(b)  staff costs (including directors’ emoluments) (b)) EBIRKX(BEEEHS)
Salaries, wages and other benefits ¥2 TARHMERN 24,806 25,517
Contributions to defined contribution retirement plan EBH TR BN 897 855
25,703 26,372
(c)  otheritems (¢ HftEE
Depreciation e
— owned property, plant and equipment* —BENDE  BERERE 320 701
— right-of-use assets* —RREEE" 694 -
1,014 701
Operating lease charges: CERERY
minimum leases payments* REREMR - 420
Impairment losses REBE
— Trade and other receivables and contract assets —ES5REEUTERAH
(Note 23(a)) BE(Wi2230) 44 -
Auditors' remuneration ZEMBE 1,180 1,423
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The Group has initially applied HKFRS 16 using the modified
retrospective approach and adjusted the opening balances at 1
January 2019 to recognise right-of-use assets relating to leases
which were previously classified as operating leases under HKAS
17. The depreciated carrying amount of the finance lease assets
which were previously included in property, plant and
equipment is also identified as a right-of-use asset. After initial
recognition of right-of-use assets at 1 January 2019, the Group
as a lessee is required to recognise the depreciation of right-of-
use assets, instead of the previous policy of recognising rental
expenses incurred under operating leases on a straight-line
basis over the lease term. Under this approach, the comparative
information is not restated. See note 2(c).

* AEBFEBRAKLETENECERERE LN
BRELEF 165 CHER-_FT-NF—F—
HH B A R R BB B G ERIE 1758
DERBEHENFHHERREREEE - &
RIBREEDE  BFERR ﬁﬁﬁ’]nﬁéfﬂ‘fé?ﬁ’]
FTEREEEOREAN/SEREEE - N =
—NEFE-A-RNFBRACHAEEER $E@
(EREEAN) AEREREEENE - MIBBE
NERAERRBHALELBEEENEERS
ZBOR o RIEZTE - LBERIALRED - B
F2(C) °
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INCOME TAX

(@

Taxation in the consolidated statement of
profit or loss and other comprehensive income
represents:

Frighi
(@) SEEBREMREKERFHBIE
f -

2019 2018
—E-hE —E-N\F
$°000 $°000
Fr Fir
Current tax — Hong Kong Profits Tax EIEi{iE— &FEREBH
Provision for the year FREME 1,278 5,663
(Over)/under-provision in respect of prior B FE B (1B58)
years SR (21) 112
1,257 5,775
Deferred tax ERERIE
Origination and reversal of temporary iy AR R E A M
differences 46 (54)
1,303 5,721

The provision for Hong Kong Profits Tax for 2019 is
calculated at 16.5% (2018: 16.5%) of the estimated
assessable profits for the year, except for one
subsidiary of the group which is a qualifying
corporation under the two-tiered Profits Tax rate
regime. For this subsidiary, the first $2 million of
assessable profits are taxed at 8.25% and the
remaining assessable profits are taxed at 16.5%. The
provision for Hong Kong Profits Tax for this subsidiary
was calculated at the same basis in 2018.

The provision for Hong Kong Profits Tax for 2019 is
taken into account a reduction granted by the Hong
Kong SAR Government of 75% of the tax payable for
the year of assessment 2018-19 subject to a
maximum reduction of $20,000 for each business
(2018: @ maximum reduction of $30,000 was granted
for the year of assessment 2017-18 and was taken
into account in calculating the provision for 2018).

“E-NEBEBNEHBEDRES
AEFHERTEM M 16.5% (ZF— N\
F165%) 8 EEE-HMBEAR
ARMBMEHRHEEHETNRER
EERRSN o BB ARIME & 200
B TT 8 e ER T M LA 8.25% B A K R
B - HERIERT I AR LA 16.5% 895 E &4
B ZMBRARNBENSHERBR
—E-N\FUEREEE -

—E-NEFEBNEGHBENTLE
BRITRERAR=-_F-N\E—-A
F R F [E & BB R E9 75% Rt % -
BEEBRSMR220000T(ZF—-N
F: T E-N\FRRFEKRS
B BR A3 30,0007C - REtE T — N
FRERHDEEEA) °
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7 INCOME TAX (continued) 7 FiBE#H @
(b) Reconciliation between income tax expense (b) FrEBBEXHERBEAFRTENSS
and accounting profit at applicable tax rates: HAEERRAT ¢
2019 2018
—E-AEF —E—)\F
$°000 $°000
Frr Fr
Profit before taxation BRI AT 2,310 18,302
National tax on profit before taxation AR BETIE 216 2,886
Tax effect of non-deductible expenses AT HIR B S 0 TR i o &8 9 2,783
Tax effect of non-taxable income FEERMBMA RIS & (296) -
(Over)/under-provision in prior years BEFEREGER), TR (21) 112
Statutory tax concession EEMIGEER (20) (60)
Tax effect of tax losses not recognised  ARHERFIAFIBHY
MGTE 1,415 -
Actual tax expense ERHRIESL 1,303 5,721
8 DIRECTORS' EMOLUMENTS 8 EEMe
Directors’ emoluments disclosed pursuant to section 383(1) RIBEB R AMEDIZE 383N & KRR R (HEE
of the Hong Kong Companies Ordinance and Part 2 of the EENZER)RPIFE2THENEE S
Companies (Disclosure of Information about Benefits of m
Directors) Regulation are as follows:
Salaries,
allowances Retirement
Directors’ and benefits scheme
fees inkind contributions Total
& 28 B
ESHe REVER HE S @t
Note $'000 $°000 $°000 $°000
fifsE Fr Fr Fr F
2019 —E-NF
Chairman 9
Mr. Cheung Yuen Tung RTEAE () - 1,975 18 1,993
Executive directors HITEFE
Mr. Cheung Yuen Chau RILREE (0 - 1,860 18 1,878
Mr. Tang Chi Chiu HEsEE (i), (i) - 163 5 168
Independent non-executive BUNNTEE
directors
Mr. Law Chung Lam BERLE (i) 180 - - 180
Mr. Pang Kam Fai [y b s (ii) 180 - - 180
Mr. Lau Yu Ching IESRAE (i) 180 - - 180
540 3,998 41 4,579
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8 DIRECTORS' EMOLUMENTS (continued)

8 EEML£w@wm

Salaries,
allowances Retirement
Directors"  and benefits scheme
fees inkind  contributions Total
He - 28 BIR
E3Me LEWEF FHEI R asr
Note $000 $000 $000 $000
Wizt F Fr T FT
2018 —E-N\E§
Chairman £y
Mr. Cheung Yuen Tung RITEEAE (i) - 1,976 18 1,994
Executive directors HiTEE
Mr. Cheung Yuen Chau RITIEAE (i) - 1,790 18 1,808
Mr. Tang Chi Chiu HEskE (i), (i) - 600 18 618
Independent non-executive BUHHTEE
directors
Mr. Law Chung Lam BERELE (i) ) - - )
Mr. Pang Kam Fai wHEEE (i) 90 - - )
Mr. Lau Yu Ching IESRAE (i) ) - - )
270 4,366 54 4,690
Notes: btat -

(i)

(iii)

During the years ended 31 December 2019 and 2018, the
emoluments of Mr. Cheung Yuen Tung, Mr. Cheung Yuen Chau
and Mr. Tang Chi Chiu were paid by the subsidiaries of the
Company.

Resigned on 9 April 2019.

Appointed as independent non-executive directors on 8 June
2018.

No director received any emoluments from the Group as an
inducement to join or upon joining the Group, or as
compensation for loss of office during the year. No arrangement
under a director waived or agreed to waive any emoluments
during the year.

(i

(iii)

(iv)

HE-Z—hEFR=-ZT— ) \F+=-A=+—HL
FERIUBEL - RONEEREES LR
BlemARRIMNBRARIS °
RZZ—hFMNANBEHE -
REZZE—N\FERNAN\BEZTAEBIIFRTES -
FR-BEEFAAEERDTAMS - AR

MBEAEEREMAREEFERETI - F -
B E E R F BRI -
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118

INDIVIDUALS WITH HIGHEST 9
EMOLUMENTS

Of the five individuals with the highest emoluments, two
(2018: three) are directors whose emoluments are
disclosed in Note 8. The aggregate of the emoluments in
respect of the other three (2018: two) individuals are as
follows:

BB TTIIR)

& = A B A

ERAEAFMALES  MAE(ZF—N
7 ZR)EEOFMAAESRE - HH=

T

#2(ZE-N\F:MB)ALOHEMERD

2019 2018
—ZE-hEF —E-NF
$°000 $°000
FiT For
Salaries and other benefits e kEMmET 2,174 1,281
Retirement benefit scheme contributions RIRTEFIFHEI R 54 36
2,228 1,317
The emoluments of the three (2018: two) individuals with =R (CE-NF  BB)RSFMALOH
the highest emoluments are within the following band: A TEEN
2019 2018
—E-hEF —ZE-N\F
Number of Number of
individuals individuals
AE AZ
Nil to $1,000,000 Z 7% 1,000,000 7T 3 2
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The calculation of basic earnings per share is based on
profit attributable to equity shareholders of the Company of
$1,007,000 (2018: $12,581,000) and the weighted average
of 1,000,000,000 (2018: 868,493,151) ordinary shares in
issue during the year. The weighted average number of
ordinary shares in issue during the year ended 31
December 2018 is calculated based on the assumption that
750,000,000 shares were in issue at the beginning of the
years, taking into consideration the effect of the
capitalisation issue as detailed in Note 22(c).

10 BRER

BRERBNDRBEAR AEERRESE G
#1,007,000 7T (ZF—/\4 : 12,581,000 7 )
MEREBETEBERNE TR
1,000, OOO 000 f& ( =& — )\ 4F : 868,493,151
BIFE -BE-_T-N\F+-_A=+—H
Jtifﬁ’]E%’*ﬁaLHxﬂﬂﬁéiFi’J%(EﬁﬁAi
#1 & % 17 750,000,000 H% A 17 B9 R 7% I 48 &
JE M 5 22(0) PrAF i W B AL BT R B IR AT
BEH .

Number of shares
R & E
2019 2018
—E-NF —E-)N\F
Weighted average number of ordinary EERNEFHE
shares
Ordinary shares at the beginning of the FYEBRRGD
years 1,000,000,000 750,000,000
Effects of share issued under initial public ~ BER ARBIREITRGD O E
offering - 118,493,151
Weighted average number of ordinary BT E BRI T8
shares in issue 1,000,000,000 868,493,151
The amount of dilutive earnings per share is the same as HE_ZT-hEr-_ZET—-N\EF+_A=+—

basic earnings per share for the years ended 31 December
2019 and 2018 as there were no dilutive potential ordinary
shares in issue.

BIEFE - R ASEWEABEEENE
MEBETERR  NEREEANNSRE
BREAENER -
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11 PROPERTY, PLANT AND EQUIPMENT 11 Y% - #aSRRE
(@) Reconciliation of carrying amount: (a) BREEYHER
Other
properties Furniture Computer
Leasehold leased for and and office Motor
improvements own use equipment equipment vehicles Total
.. R W A
RENELEE HENE FRRRE BLAERE i a3
$000 $000 $000 $000 $000 $000
T T T T T T
Cost: A
At 1 January 2018 R=E-\5-A-H 748 - 121 243 3,100 412
Aaditions AE - - - 16 130 146
Disposals hif - - - - (103 (109)
At 31 December 2018 RoE-N\E
TZA=1+-H 748 - 121 29 3 4,25
Impart on initial application of ~ EREFEE BN B RE R
HKFRS 16 (Note) EIERS Fordliny) - 612 - 2% . 873
At 1 lanuary 2019 restated) — H=E-NE
—-B-R(&5) 748 612 121 520 3127 5128
Addtions AE - - - 58 1,734 1,792
At 31 December 2019 RZE-NE
R = =2 i D ™o o2 m_o mo st 6920 -
Accumulated depreciation:  Z3H7E :
At 1 January 2018 RZE-\E-A—H 259 - 50 N 2,20 2620
Charge for the year FREY 150 - yli 1 181 701
Written back on disposal R EREE - - - - 78 (78)
At 31 December 2018 R_E-N\E
e TEAETR w o R, S W 28 3
At 1 January 2019 RZE-NF-F-H 409 - 74 137 2,623 3,43
Charge for the year ERFEY 149 408 pl 129 304 1,014
At31 December 2019 RZE-NE
e ToAETR s a8 B M 291 42
Net book value: BEFE:
At31 December 2018 RZE-N\E
+-A=1-8 39 - ] 2 504 1012
At 31 December 2019 RZE-NE
TZA=1+-H 190 204 23 312 1934 2,663
Note: The Group has initially applied HKFRS 16 at 1 January Biat - AEBEBBRABLETRBPEER-F
2019 using the modified retrospective approach. Under —NF-—A—BEREAEENBRELE
this approach, the comparative information is not AIE 1657 o IBIRZ L - LBERTARE
restated. See Note 2(c). ) o BHHEE2(C)
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11 PROPERTY, PLANT AND EQUIPMENT 11 Y% - #sZRsE @
(continued)
(b) Right-of-use assets (by FEAEKEE
The analysis of the net book value of right-of-use FREEERMBBEERRTENE
assets by class of underlying asset is as follows: EEESIT :
31 December 1 January
2019 2019
—E-hEF —E-NF
+=—A=+-—H —HA—H
Note $°000 $°000
Htaz Fr Fr
Other properties leased forown  Efh G AAEYELITE
use, carried at depreciated cost  FX A& (i) 204 612
Motor vehicles carried at B IR ERASE
depreciated cost (i) 1,860 336
Computer and office equipment TS M # A E &G ILITE
carried at depreciated cost A FI{E 184 261
2,248 1,209

The analysis of expense items in relation to leases

EEETHRANEHESHEN LA

recognised in profit or loss is as follows: BoWMT :
2019 2018
—E-hE —E-N\F
$°000 $°000
Fr FIT
Depreciation charge of right-of-use assets {& R EEIL BB EER
by class of underlying asset: RMFTEER
Other properties leased for own use Hmy AHEEwSE 408 -
Motor vehicles e 209 348
Computer and office equipment B PSS N 77 -
694 348
Interest on lease liabilities (Note &(a)) HMEBENE (Hitéa) 49 22
Total minimum lease payments for leases e RTBEE B @1 ERIE
previously classified as operating leases 1758 D 48 A& £ HEH
under HKAS 17 MHEzHEHERNKE
H - 420
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11 PROPERTY, PLANT AND EQUIPMENT
(continued)

Right-of-use assets (continued)
Note: The Group has initially applied HKFRS 16 using the

122

(b)

modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise right-of-
use assets relating to leases which were previously
classified as operating leases under HKAS 17. The
depreciated carrying amount of the finance lease assets
which were previously included in property, plant and
equipment is also identified as a right-of-use asset. After
initial recognition of right-of-use assets at 1 January 2019,
the Group as a lessee is required to recognise the
depreciation of right-of-use assets, instead of the
previous policy of recognising rental expenses incurred
under operating leases on a straight-line basis over the
lease term. Under this approach, the comparative
information is not restated. See Note 2(c).

During the year, additions to right-of-use assets were
$1,734,000. This is related to an addition of a motor
vehicle.

Details of total cash outflow for leases and the
maturity analysis of lease liabilities are set out in
Notes 16(d) and 19, respectively.

(i)

(ii)

Other properties leased for own use

The Group has obtained the right to use other
property as its office premises through a
tenancy agreement. The lease typically run for
an initial period of 2 years.

The lease does not include an option to renew
the lease for an additional period after the end
of the contract term.

Other leases

The Group leases motor vehicles and office
equipment under leases expiring from 1 to 4
years. Leases include an option to purchase the
leased motor vehicles and office equipment at
the end of the lease term at a price deemed to
be a bargain purchase option. None of the
leases includes variable lease payments.

BB TTIIR)

11 BINERE @)

EHREE (&)
ffar - ALEEBRAEESTENAD BRAER

(b)

R BMEERE 65 - WABR -F
—NEF— A BRENERATARE
EREHERE V7R BRLLEHEENE
MEEEREREEE - TAIBREED
X BEKRBTIORMEEEEENTE
FREEEOEESNACRREE R-F
—NF-A-RVSHEREREEER
AEE(ERABEAN) RREREAEESER
B MmERENERAERRBHEARNEE
HEELAMBEERIZHE - REZS
% LWERERIEARE - RHTFE2(C) ©

FAREMEEESLNT1,734,0007T °
BEE—RAIERE -

HENRRHARAMLEEAE
BB ER DT 0 BB B RE 16(d) %219 -

(i)

(ii)

HittE AHEEYF#*

AEEEBEE-REEREES
EREMMEERERDIFTEH
TR o SZAEAVIH — R B2 -

ZHETBRANHEMREE
BEEaER -

HttHE
AEBESEEBENMEAFE
METEMRAERE HER
REREEEHEENEREL A
R REERNERBEERBE
ERENMARE - FEHED
TEEAEEENK -
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12 INVESTMENTS IN SUBSIDIARIES 12 RIEATNIRE
The following list contains only the particulars of TRERSETEFEAREBREE  EENE
subsidiaries which principally affected the results, assets or BB ARFFE - RS BFIEEIN - FTiF
liabilities of the Group. The class of shares held is ordinary R DA o @ ps o

unless otherwise stated.

Proportion of ownership interest

FrA R & bl
Place and Particulars of Group's
date of issued and effective  Held by the Held by the
Name of Company incorporation  paid-up capital interest Company  subsidiary Principal activity
i uiIoAva BRTRAE r5E VN MDA
ARER WER B BRA 1 BERER BB ¥E TEXE
Man Tung Air- Hong Kong/ 1,000,000 100% - 100% HVAC Business
conditioning E&M 9 April 2008 ordinary shares
Limited
BRRAKE &8/ 1,000,000 & R RER
BRAR] ZEEN\F Lk
MANA
Man Tung Air- Hong Kong/ 1,000,000 100% - 100% HVAC Business
conditioning Works 19 November 1996 ordinary shares
Limited
BRLAIE &8/ 1,000,000 & R RER
BRAR] —NAREF LEk
+—A+1H
Shun Tung Hong Kong/ 10,000 100% - 100% HVAC Business
Engineering 6 November 1998 ordinary shares
Company Limited
JBEA REH TR BB/ 10,000 % BREEAEL
BRRE —NANE Lk
+—ARA
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13 TRADE AND OTHER RECEIVABLES 13 ESRHEMEWRTRIE
2019 2018
—E-NEF —E—)N\F
$°000 $°000
Fr Fr
Trade receivables, net of loss allowance 2 5 REIWEIE - IR EERE 33,241 20,757
Deposits, prepayments and other &  BRNRIER
receivables H e IR 690 511
Retention receivables (Note 14) FEWIREE & (K77t 14) 19,409 14,692
53,340 35,960
At 31 December 2019, the amounts expected to be RZE-—NF+ZA=+—H  FBHIK—
recovered after more than one year is $10,514,000 (2018: F1& IR B #9718 A& 10,514,000 T (= F — )\
$6,241,000). All of the other trade and other receivables are F:6,241,0007T) - FTBEME 5 K E b &
expected to be recovered or recognised as expense within WRIETEER AT i — F AU Bl Sk iR AR ST »
one vyear.
Ageing analysis BRER 2D
As of the end of the reporting period, the ageing analysis of REREHR - IRRREE AR L&k
trade receivables (which are included in trade and other EREBEENEFERZEGIAE S REM
receivables), based on the date of payment certificate and FEWGRIR) K BREE D ATZAT -

net of loss allowance, is as follows:

2019 2018
—2-nE -2 )N\F
$°000 $°000
Fr Fr
Within 1 month TEAA 32,073 20,519
1to 3 months 1Z231E A 968 238
Over 3 months 3E AL 200 -
33,241 20,757
Trade receivables are due within 30 to 45 days from the B S RWGRTEEEREEZ B HBF30E4LS
date of payment certificate. Further details on the Group's HAZE - BEARNEEEERRA#E— 5

credit policy are set out in Note 23(a). BEERFIFE23(@) °
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14 CONTRACT ASSETS AND CONTRACT

14 EHEERGHNAERE

LIABILITIES
(a) contract assets (@) BHEE
2019 2018
—E-hE —E-N\F
$°000 $°000
Fr Fir
Contract assets EHEE
Arising from performance under installation E4£BBITZEASH
contracts 29,442 30,835
Receivables from contracts with customers &8 B 15 R & % 8|
within the scope of HKFRS 15, which are FISHBENRE
included in “Trade and other receivables” & F & #)&) e Y5k 18
(Note 13) GTATE 5 R EHA
FEWRIE D) (FTaE 13) 52,650 35,449

Typical payment terms which impact on the amount
of contract assets recognised are as follows:

Installation contracts

The Group's installation contracts include payment
schedules which require stage payments over the
installation period once milestones are reached.
These payment schedules prevent the build-up of
significant contract assets. The Group typically agrees
to a retention period ranging from 12-month period to
24-month period for 5% to 10% of the contract value.
This amount is included in the retention receivables
until the end of the retention period as the Group’s
entitlement to this final payment is conditional on the
Group's work satisfactorily passing inspection. When
the retention period is due and the right to the
retention is unconditional, this amount is included in
the trade receivables.

The amount of revenue reversed during the year from
performance obligations satisfied (or partially
satisfied) in previous periods is $764,000 (2018:
$6,138,000 recognised as revenue), mainly due to the
changes in estimate of the stage of completion of
certain installation contracts.

As at 31 December 2019, retentions held by customer
for contract work was approximately $19,409,000
(2018: $14,692,000) and have been included in trade
and other receivables (see Note 13).

SERDANEECERAT SN —
BB T

REEHN
AEBEREANERRTEHRER
DENRHNRARZ(—BEERER) -
HEMNRAREGLERERGNEE -
AEE—RRAZIM% E10%HEHE
BEREF/BP12EAE24EANRE
H o pl 70 AN 5 B R B Ut AR AR AN R O 4
MRAEE T2 RmE BRI
R BBt ARKRES &
EREHERBLL - HERBHERM
W B R B < 0 B M AR A SR AR A - R
TR AE S RYIA -

FARBERESET(HBOET)
B B #) B A B ) YA £ 78 45 764,000
TC(ZZF—)\FF : 6,138,000 JT iR 22U
A TEHRETREAHTHEEER
HET EEPTER -

RZZB-NAF+-A=+—H &P
P& 8 TI2R & £ 4919,409,000 7T
—E—\F :14,692,0007T) B 5t AE
2 R E A EUCRIR (RHTFE13) »
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14 CONTRACT ASSETS AND CONTRACT
LIABILITIES (continued)

14 EHBEEREGHEE®W

(b) Contract liabilities (b) BHER
2019 2018
—ZE-hEF —E-NF
$°000 $°000
FiT For
contract liabilities EHEE
Installation contracts ZEREH
— Billings in advance of performance — TEE X FIR (1,275) (918)

Typical payment terms which impact on the amount
of contract liabilities recognised are as follows:

HERRANAMES BERYEN—
B IERAT

BREEHN

i 7% £ 8 0 12 4 AR 745 A1 4 22 5 B R U
BMOBMEH AELEEGNAE BEE
LA K TIRERNKABBD MR

Installation contracts

When the Group receives a stage payment over the
installation period before the services are performed,
this give rise to contract liabilities, until the revenue

126

recognised on the contract work exceeds the amount oL -
of stage payment.
Movements in contract liabilities BHEEBNEE
2019 2018
—E-NF ZZ-N\F
$'000 $'000
FI FIE
Balance at 1 January R—RA—BN&& (918) (1,707)
Decrease in contract liabilities as a resultof  FRBERTABRI AL B ED
recognising revenue during the year that WABHENEERD
was included in the contract liabilities at
the beginning of the period 605 1,672
Increase in contract liabilities as aresult of TR EBHFERFBERAL
billing in advance of installation activities BEEM (962) (883)
Balance at 31 December R+ A=+—H8E% (1,275) (918)

No billings in advance of performance and
instalments received expected to be recognised as

income after more than one year.

150 4 38 ST 12 €1 AR 75 I MER 20 R A< SR Y
RERHHR —FRERBEA -
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15 BREEMIA

The amounts due from directors are as follows: FEUESZIEMT :
Mr. Cheung Mr. Cheung
Yuen Tung Yuen Chau
Name of the director EENE ERBAE RAMEE
Terms of the balance ERRIEK
— duration and repayment terms — FHIRERER Repayable on Repayable on
demand demand
BEXREE REREE
— interest rate —BX Interest-free Interest-free
RBE S
— security — &7 None None
1 3
Balance of the outstanding RERBER
—at 1 January 2018 —RZE-N\F—H—H $8,804,000 7T $5,869,000 7T
— at 31 December 2018 and —RZE-N\F+ZA=+—H $NIl =T $NIl =T
1 January 2019 k=ZF—-NF—H—H
— at 31 December 2019 —RZE-NFE+TZA=+—8H $NIl =T $NIl =T
Maximum balance outstanding SESENFEE 1
— during 2018 —RZE-N\F $8,804,000 7T $5,869,000 7T
— during 2019 —RZE-hIF $NIl =T $NIl =T
During the year ended 31 December 2018, the amounts HE-Z—)\F+_A=+—HItFE E
due from directors were fully settled. WEEFIBECBBER -
CASH AND CASH EQUIVALENTS AND 16 RERREFEYUREMIRE
OTHER CASH FLOW INFORMATION REER

(a) cCash and cash equivalents comprise:

(@ RERRSEE/EYEHE:

2019 2018

—E-hEF —E-NF

$°000 $°000

Fir Fr

Cash in hand FEERS 12 12

Deposits with banks with maturity less K=& A AEER

than three months RITHER 99,196 107,379

Cash at bank and in hand RITARFHERS 99,208 107,391

Bank overdrafts (Note 18) RITES (B 18) (1,347) (876)
Cash and cash equivalents in the FEBeREXRPH

consolidated cash flow statement Re MRS EY 97,861 106,515
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16 CASH AND CASH EQUIVALENTS AND

BB TTIIR)

16 B RBALEEYUREMES

OTHER CASH FLOW INFORMATION REER @)
(continued)
(b) Reconciliation of profit before taxation to cash (b) BRBABRANELEFRE (FTA)BES
generated from/(used in) operations: K ¥ R
2019 2018
—E-NF ZE-)N\F
Note $°000 $°000
HiaE Fr Frr
Profit before taxation PR A1 A 2,310 18,302
Adjustments for: BRUTSEELRZ
Depreciation of property, plant and ER B
equipment 3 é(c) 320 701
Depreciation of right-of-use assets CREEENE é(c) 694 -
Finance costs BEMKA 6() 62 455
Bank interest income RITFIEWA 5 (1,800) (1,025)
Gain on disposal of property, plantand ~ HE % « #E MR
equipment LN eIV 5 - (25)
Operating cash flows before changesin ~ ZE &4 #EHAIH
working capital KERSRE 1,586 18,408
(Increase)/decrease in trade and other & 5 K H b fE U 5008
receivables (HJD)/ A (17,180) 3,673
Net movement in contract assets and WEEREHAR
contract liabilities /%Z 1,750 (2,430)
Increase in trade and other payables B 5 REMEMNFRIE
Ein 4,864 1,937
Cash (used in)/generated from & (TR /5
operations Be (8,980) 21,588
Note: The Group has initially applied HKFRS 16 using the modified Mz A& @Liﬂ%m ETEPEC B RER
retrospective approach and adjusted the opening balances BRI REERE 165 WABRKR-T

at 1 January 2019 to recognise right-of-use assets and
lease liabilities relating to leases which were previously
classified as operating leases under HKAS 17. Previously,
cash payments under operating leases made by the Group
as a lessee of $420,000 were classified as operating
activities in the consolidated cash flow statement. Under
HKFRS 16, except for short-term lease payments and
variable lease payments not included in the measurement
of lease liabilities, all other rentals paid on leases are now
split into capital element and interest element (see Note
16(c)) and classified as financing cash outflows. Under the
modified retrospective approach, the comparative
information is not restated. Further details on the impact
of the transition to HKFRS 16 are set out in Note 2(c).
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—NE— A — BB SR IABL K BTIR IR
BEREGHAERE 17RO ERKEHEENE
Eﬁ%ﬁ%ﬁ&%ﬁ?ﬁ%ﬁé&fﬂfﬁf o 5

EREEELREBANKEHETH
iﬁﬁhl X 420,000 7T - EAZ%/\IE%/MLE%
I REEEE - REZTEBUBRELR
1657 - RERHENRETEEENR
TEIAEE Efaﬁ’]ﬁ'%?\\ i ﬁﬁﬁﬁ‘rﬂlai
ﬁﬁ’ﬁﬁiffﬁ DIFRBEREAS TS
2 (RLHFE16(C )&Eﬁgﬁﬁﬁmﬂéiﬁﬁumﬂj
RIBEIERTRPE - LREMLAKRET -
BEEEBUBRELNFE 16K 2ITE

FEW
HE— SRR M EE200)
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OTHER CASH FLOW INFORMATION
(continued)
Reconciliation of liabilities arising from

()

financing activities

16

ReRASSEYLURE MRS

EER @®)

()

RRETHEERENHR

Leases
Bank loans liabilities Total
BE
RITER HERE st
$°000 $°000 $°000
Frr Frr Frr
(Note 18) (Note 19)
(KtaE18) (KraE19)
At 31 December 2018 R-ZE-N\F
+=A=+-—H 267 298 565
Impact on initial application of BRRABAMBEmESE
HKFRS 16 (note) A 1652 (Mfat) - 887 887
At 1 January 2019 RZZE—hF—HA—H 267 1,185 1,452
Changes from financing cash flows: BEBRELHREEH)
Repayments of bank loans BEERITEN (267) - (267)
Interest on bank loans paid EfTIRITERFE (2) - (2)
Capital element of lease rentals BNHEERSN
paid B - (887) (887)
Interest element of lease rentals BEMNHEERSHN
paid 2D - (49) (49)
Total changes from financing cash Bt &R &R E & F)
flows FEE (269) (936) (1,205)
Other changes: Hit# s :
Increase in lease liabilities from A=) SHIRVE ¥ R NE:]
entering into new lease during mmEEaRE
the period - 1,734 1,734
Interest expenses (Note 6(a)) MBEZ (M ité@) - 49 49
Interest on bank loans (Note é(a)) RITERFE (Fté@) 2 - 2
Total other changes EEB)Eat 2 1,783 1,785
At 31 December 2019 R=FB-hF
+=A=+-—8 - 2,032 2,032

Note: The Group has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise lease
liabilities relating to leases which were previously
classified as operating leases under HKAS 17. See Note

2(c) and 16(b).

ffet - AEEEBRABLETDENEE BRER
TRMBRMEERF 165 XHER-F
—NF—A— BREAESR AR ERTRE
FRGHERE 17RO BRKERENS
PMEERRAEERE o R0 R160) °
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16 CASH AND CASH EQUIVALENTS AND 16 BERBLEZEYUREMIES

OTHER CASH FLOW INFORMATION REER @)
(continued)
(c) Reconciliation of liabilities arising from (c) HMEITBMELEENHEE)

financing activities (continued)

Leases
Bank loans liabilities Total
mE
RITER HERE st
$°000 $°000 $°000
Fr For For

(Note 18) (Note 19)
(K17 18) (H1aE19)

At 1 January 2018 R=-B—-N\E—HF—H 12,929 625 13,554
Changes from financing cash flows: Bi&IR & REE T
Repayments of bank loans EERITEN (12,662) - (12,662)
Interest on bank loans paid BEHRITERFE (274) - (274)
Capital element of lease rentals ENHEEHSHNER
paid o - (327) (327)
Interest element of finance lease BN EREEH
rentals paid B - (22) (22)
Total changes from financing BERSREFEES
cash flows (12,936) (349) (13,285)
Other changes: Hih# g :
Interest expenses (Note 6(a)) R B (Haté(@) - 22 22
Interest on bank loans (Note 6(a)  $R1TEZFE (K7t 6(a)) 274 - 274
Totalotherchanges AtwE®es 0 274 2 296 _
At 31 December 2018 R=ZZ—N\F
+=H=+—8 267 298 565
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16 CASH AND CASH EQUIVALENTS AND 16 ?,Eé&iﬁ,ﬁ%{g%l;{&g{ﬂﬁﬁé
=

OTHER CASH FLOW INFORMATION EER @)
(continued)
(d) Total cash outflow for leases (d HERSHRHEAZE
Amounts included in the cash flow statement for HERSRRTHNEEBEENATSE

leases comprise the following:

2019 2018
—E-hEF —E-NF
(Note)
(Ki7)
$°000 $°000
FiT Fr
Within financing cash flows ERERSMA 936 349
Note: As explained in Note 16(b), the adoption of HKFRS 16 Bfat - anBEE16(0) BUEEERFTIR - BRINE BB ISR
introduces a change in classification of cash flows of HEAF 165 - AEEEMHHELR
certain rentals paid on leases. The comparative amounts BRI EHERTHE - LERESEH
have not been restated. RET -
These amounts relate to the following: ZERBEMTIZIBAR :
2019 2018
—E-hEF —E-NF
$°000 $°000
FiT Fr
Lease rentals paid BENES 936 349
(e) Pledged bank deposits (e) EBIEMBITER
The balance represents deposits pledged to secure e AEBURTTR YN BLRES
the issuance of performance bonds by bank. MmKHEEER -
(f) Major non-cash transaction fH FEXEBEEXSH
On 30 April 2018, interim dividend of $18,000,000 was R-ZE—NENWA=1+H 2F/KT
declared, in which $14,673,000 was off-set with the HAR% 2. 18,000,000 7T » E = 14,673,000
amounts due from directors and the remaining STHEEWEERIEBEAEY  meET
balance of $3,327,000 was settled by cash. 45853,327,000 LRI AR S ES ©
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17 TRADE AND OTHER PAYABLES 17 B REMESFIE
2019 2018
—E-AF —E—)N\F
$°000 $°000
Fr Frr
Trade payables g 5 e FUR 7,741 4,178
Accrued subcontracting costs FERH D BRA 5,137 3,914
Other payables and accruals Hith JE T RIB R JE T & A 4,993 4,915
17,871 13,007

All of the trade and other payables are expected to be FFEE SN EMEMNZBEEGRRA—FRNEE -
settled within one year.

As of the end of the reporting period, the ageing analysis of RIREHIKR @ IRBEZEAME SN E 5 ER FIEY

trade payables, based on the invoice date, is as follows: REEITAT -
2019 2018
—E-AEF —E—)\F
$°000 $°000
Fr Fr
Within 1 month 1E A A 6,537 1,842
110 2 months 122M@A 1,094 771
2 to 3 months 2E3EA 53 219
Over 3 months 3E A AL 57 1,346
7,741 4178
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18 BANK LOANS AND OVERDRAFTS 18 SRITERREBEX
At 31 December 2019, the bank loans and overdrafts were RZZE—hE+-A=1+—8 " BRTEX
as follows: RELZWT :

2019 2018

—E-hE —E-N\F

$'000 $°000

FiT Fr

Bank overdrafts (Note 16(a)) SRITIBEX (K2t 16(3) 1,347 876

Secured bank loans BEMRITERK - 267

1,347 1,143

As at 31 December 2019, all banking facilities of the Group RZZ—HhF+ZRA=+—H XEEMRAIRT
are subject to fulfilment of certain conditions, one of these ~ BIE A B K LG MY - ER —BRGRZESRAR
conditions would require Mr. Cheung Yuen Tung and Mr.  SEEIEARAR R K T Rk Tl St £ FIoR DI 8 A4 3
Cheung Yuen Chau, the controlling shareholders and RISk D Rl HFE DA QRS % BIRE o AL E
Directors of the Group, jointly and severally maintain at & RIGH - $RIT AT A ST IR B B SRIT (2 2 sk BN A
least 51% shareholding of the Company. If the Group were  BEWNEN - RZFE—NAF+_A=+—H
to breach the conditions, the drawn down facilities would ~ BI&HHERER °

become repayable on demand. As at 31 December 2019,

none of these conditions had been breached.
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LEASE LIABILITIES

The following table shows the remaining contractual

BB TTIIR)

19 HEAE
TRERAEERE R LA RS RRME

maturities of the Group’s lease liabilities at the end of the

BERBMBRSESEAF 1652 A HNHE

current and previous reporting periods and at the date of EBEHRTALHE
transition to HKFRS 16:
31 December 2019 1 January 2019 (Note) 31 December 2018 (Note)
“E-NETZAZT-A ZE-AE-B-B(WE) ZE-NETCAZT-R(R)
Present Total Present Total Present Total
value of the minimum  value of the minimum value of the minimum
minimum lease lease minimum lease lease  minimum lease lease
payments payments payments payments payments payments
BERE BERE BERE GRS 5EHE 5EHE
RS R IAE EE L g EE aes
§'000 $'000 $'000 $'000 $000 $7000
i i i i Tz T
Within 1 year 15/ 929 985 705 733 23 2
Adter 1 year but within 2 years TERE2ER 658 687 365 373 7 7
Adter 2 years but within 5 years QERESER 445 451 15 19 - -
TR UL 1 SN, ST, .. SO . .
2,032 2123 1,185 1,225 298 306
Less: total future interest expenses B RRAIE R % 91 (40) (8)
Present valle of lease liabiiies HEERERR 2,032 1,185 298

Note: The Group has initially applied HKFRS 16 using the modified

Brat - AEEE R EERTHE AR E R B 7%

retrospective approach and adjusted the opening balances at 1
January 2019 to recognise lease liabilities relating to leases
which were previously classified as operating leases under HKAS
17. These liabilities have been aggregated with the brought
forward balances relating to leases previously classified as
finance leases. Comparative information as at 31 December
2018 has not been restated and relates solely to leases
previously classified as finance leases. Further details on the
impact of the transition to HKFRS 16 are set out in Note 2(c).

WERRE6T  THER-Z—AF—A—H
R A R A TR R EL ST AT AR IR B IR B R E RIS 17
HRREAKEHENHEHBEAMENEERE -
EERECELHBEAREMENEEMHEN
FEERESFT -BE-Z-/\FT+-A=1+—H
ML ERHILAREY - WEREAGHEARE
HENHERRN - EHBEERBRTERELEL
FIFNTENEZHMER - F2HME20) -
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STATEMENT OF FINANCIAL POSITION

(@

(b)

Current taxation in the consolidated statement (a)

of financial position represents:

20 AHRERMBERRREOMEH
REMBRRENEDBBIRE :

2019 2018
—E-AEF —ZE—)\F
$°000 $°000
Fr Fr
Provision for Hong Kong Profits Tax FRNEBHSHEE
for the year 1,278 5,663
Provisional Profits Tax paid BT E SRS - (4,741)
1,278 922
Balance of Profits Tax provision relating  H3@ 7+ 5 /& /& B HY T 15754 18
to prior years [=F =173 901 -
2,179 922
Deferred tax liabilities/(assets) recognised (by CRIAEEFHEAEE EE
Movement of deferred tax liabilities/(assets) EEHEAERE BELE

The component of deferred tax liabilities/(assets)
recognised in the consolidated statement of financial
position and the movements during the year are as

follows:

R E T B R ERNELERIES
&/ (BE)EKRBY MERFRNE
E7 N

Depreciation

allowances
in excess
of related
depreciation Tax losses Total
BEHERRTE
Wi ERE BIAEE st
$°000 $°000 $°000
Frr Fr Fr
At 1 January 2018 RZE—N\F—H—H 238 - 238
Credited to profit or loss 5T A8z (54) - (54)
At 31 December 2018 RZE—N\F
+=A=+—H 184 - 184
At 1 January 2019 RZZE—hF—HA—H 184 - 184
Charged/(credited) M (GTA) 64 (18) 46
At 31 December 2019 RZZE—NF
+=—A=+—H 248 (18) 230
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INCOME TAX IN THE CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

(continued)

(c) Deferred tax assets not recognised
In accordance with the accounting policy set out in
Note 2(n), the Group has not recognised deferred tax
assets in respect of cumulative tax losses of
$8,576,000 (2018: $Nil) as it is uncertain that future
taxable profits against which the assets can be
utilised will be available in the relevant tax
jurisdiction. The tax losses do not expire under
current tax legislation.

EMPLOYEE RETIREMENT BENEFITS

The Group operates a Mandatory Provident Fund Scheme
(“the MPF scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF scheme is a defined
contribution retirement plan administered by independent
trustees. Under the MPF scheme, the employer and its
employees are each required to make contributions to the
plan at 5% of the employees’ relevant income, subject to a
cap of monthly relevant income of $30,000. Contributions
to the plan vest immediately.

BB TTIIR)

20

21

SEEMBRARNEAEH @)

AERELEREAEE

R E2NMMEMEFTBER - AR
REEHEERBVBEERKGAIES
A] AR F0 A B S 1R A R 2R FE AR A A
A B AR B 1 R 518,576,000 7T (=
T—)\F: TR)NRER BB RER
BEXERBEE - RS RABBRER
D2 %N ENEN

()

(B S RAKEF

AEBRBEFERIMEIBRT BRI AE
EREBGDIRETXENESRL—HER
HMEATRESF S ([BEETE8]) - RFESS
B A HHBIUZTAETENERHIEN
el - RigmiEestE BRIREEESRA
AR E S B AR S% M EIHF - AE
AR A 30,000 7T 4 LR o 5t EIHRENE

S -
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22 CAPITAL AND RESERVES

(@

(b)

22 BEXKHE

Movement in components of equity (a) REZAZoEH
The reconciliation between the opening and closing NEBGEAERZAKI D E’ji%}]&
balances of each component of the Group’s FEREHBZENEEFNEAERE
consolidated equity is set out in the consolidated K o ﬂxﬂﬂﬁﬂi%ﬂiiﬂiﬁﬁﬁﬁﬁﬂﬁég
statement of changes in equity. Details of the a) S RERHERAR B S B
changes of the Company'’s individual components of FgR -
(deficits)/equity between the beginning and the end
of year are set out below:
Share Share Accumulated
Company capital premium losses Total
A 4 1E ZitEE @t
Note $'000 $000 $000 $000
ik Fr T Fr Fr
(Note 22 (c))  (Note 22 (d)(i)
(Hizt22)  (Hiet22()0)
At 1January 2018 RZZE—-N\E—HA—H - 2 (88) (86)
Profit for the year FREH - - 2,983 2,983
Dividend paid ERRE 22(b) - - (18,000) (18,000)
Issue of ordinary shares upon RERDRABRE
initial public offering BITLER 22(c)(i) 2,500 115,348 - 117,848
Issue of ordinary shares RERLRET
upon capitalisation Lamk 22(c)ii) 7,500 (7,500) - -
At 31 December 2018 —T-)\F
+-A=+—-H 10,000 107,850 (15,105) 102,745
At 1 January 2019 RZE-NF
—A—H 10,000 107,850 (15,105) 102,745
Loss for the year FREE - - (6,952) (6,952)
At 31 December 2019 RZE-NF
+-A=+-8 10,000 107,850 (22,057) 95,793
* The balances represent amount less than $1,000. * KEHRREA1,0007T ©
Dividends (b) RE

The interim dividend of HK$18,000,000 (HK$90,000
per share) was declared on 30 April 2018 and paid
before the issuance of ordinary shares upon
capitalisation and initial public offering in July 2018.
The directors did not propose the payment of a final
dividend for the year ended 31 December 2019 (2018:
$Nil).

18,000,000 T M HF HA R B (& |
90,0008 7L) VIR =ZE—N\FWMA =+
AEREN-_ZE—N\ELAEERL
NERARBREETL@BRATRA o

EETERERNEE T —hhE+=
B=Z+—BUHEEENXRBERE(ZE
—\F =) e
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22 CAPITAL AND RESERVES (continued)

22 BEXRNEE @

(c) Share capital (c) |’
The Company
NN
Note No. of shares $°000
Hret R172H Tz
Authorised ordinary shares of BREEA0.017TH
$0.01 each: EEERR
At 1 January 2018 RZE—NF—H—H 38,000,000 380
Increase in authorised share capital BB ETERAIE I
upon reorganisation (i) 4,962,000,000 49,620
At 31 December 2018, 1 January 2019~ RZF—N\&F
and 31 December 2019 +-A=+—8"
—E-NF-HA—H
—E-NF
+=-A=+—H 5,000,000,000 50,000
Ordinary shares, issued and LZER BRTRAR:
fully paid:
At 1 January 2018 RZE—-NF—A—H 200 —*
Issue of ordinary shares upon initial RERRHABREET
public offering TE (i) 250,000,000 2,500
Issue of ordinary shares upon RER BT AR
capitalisation (iii) 749,999,800 7,500
At 31 December 2018, 1January 2019~ R=Z—\F
and 31 December 2019 +-A=+—8"
—E-nF—H—H
kZZT—NF
+-A=+—H 1,000,000,000 10,000
* The balances represent amount less than $1,000. * R RED N 1,0007T ©

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are
entitled to one vote per share at meetings of the
Company. All ordinary shares rank equally with
regard to the Company’s residual assets.
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22 CAPITAL AND RESERVES (continued)
(c) Share capital (continued)

Notes:

@

(iii)

On 8 June 2018, pursuant to the written resolution of the
sole shareholder of the Company, the authorised share
capital of the Company increased from $380,000 divided
into 38,000,000 ordinary shares of par value of $0.01 each
to $50,000,000 divided into 5,000,000,000 ordinary shares
of par value $0.01 each, by the creation of an additional
4,962,000,000 shares.

On 11 July 2018, 250,000,000 ordinary shares of $0.01
each of the Company were issued at a price of $0.52
upon initial public offering. On the same date, the
Company’s ordinary shares were listed on the Stock
Exchange. The proceeds of $2,500,000 representing the
par value of the ordinary shares of the Company were
credited to the Company’s share capital. The remaining
proceeds of $127,500,000, before issuing expenses
approximately $12,152,000, were credited to share
premium account.

On 11 July 2018, a total of 749,999,800 ordinary shares of
$0.01 each was allotted and issued, credited as fully paid
at par, to the sole shareholder of the Company, Prime
Pinnacle Limited, by way of capitalisation of a sum of
$7,499,998 standing to the credit of the share premium
account of the Company.

(d) Nature and purpose of reserves

(i)

(ii)

Share premium

The share premium account is governed by the
Companies Law of the Cayman Islands and may
be applied by the Company subject to the
provisions, if any, of its memorandum and
articles of association in paying distributions or
dividends to equity shareholders.

No distribution or dividend may be paid to the
equity shareholders out of the share premium
account unless immediately following the date
on which the distribution or dividends is
proposed to be paid, the Company will be able
to pay its debts as they fall due in the ordinary
course of business.

Merger reserve

The merger reserve represents the aggregate
amount of the excess of the nominal value of
shares of the subsidiaries acquired over the
nominal value of shares of the Company
exchanged as a part of the Reorganisation.

Aok 3 B 5 A M

BB TTIIR)

22 BXRNREE @
(©) R (&)

Fifet -

(i)

RZZE—N\FXNANB W BIEAAR]ME—
REMNEERER - AR AAEERASE
3B F8 S # 3%4,962,000,000% A% 5 A
380,0007T (4> /438,000,000 % & A% EI{E0.01
T H) O % ) 3 % 50,000,0007T (5 B
5,000,000,000 A% & A% 1 {£0.01 7T A & i@
%) °

RZZTE—NFLA+—HB ' XAF
250,000,000 f% & A& FEI1E 0.01 7T K E R AR A
HRARBRIZSR052TTHEIGEETT -
FA - ANREE BT LT - F115
FXIE 2,500,000 7T (FAE R A A B E @R E
B)BEARDARA - 2 TFATHEREA
127,500,000 7T (H1BR 217 7 2 49 12,152,000
JLAT) B AT ARG E B o

RZT—N\FtA+—8 AQRERA
AR R ERE A 7,499,998 TTH)#E
8% 8 (M) A8 22 & ¥ — % B Prime Pinnacle
Limited ic 8 & % 17 & $£749,999,800 %
REE0.01 TIZEEARIIEA RN LA

1%

(d REEERBEN

(i)

(ii)

BRGBE

KR RERESHESHEAREE
& WA mARAREBAGER
R R AR &3 (10 E) AR
BRI ARSI E

BRIFEBE D IR B E N A
HIR AR ASRESE N B B ¥ 15
BEFEEEER - BRIAENI
P £ (B B 1R A 2 B SR S A5 0
FORFALE,

BOHEE

BB KBNB QR
HEBHESBE-FOMR
e AR QA E{E R A5 -
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22 CAPITAL AND RESERVES (continued)

140

(e)

()

Capital management

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern in order to fund its
construction business and provide returns for
shareholders and benefits for other stakeholders and
to maintain an optimal capital structure to reduce the
cost of capital.

The Group actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholder returns that might be
possible with higher levels of borrowings and the
advantages and security afforded by a sound capital
position, and makes adjustments to the capital
structure in light of changes in economic conditions.

Neither the Company nor any of its subsidiaries are
subject to any externally imposed capital
requirements.

Distributable reserves

As 31 December 2019, the aggregate amount of the
reserves attributable to equity shareholders of the
Company, as calculated in accordance with the
Companies Law of the Cayman Islands and the
Company’s memorandum and articles of association
was $85,793,000 (2018: $92,745,000).

22 BEXRNEE @

(e)

()

aErEE
AEEERBEANTIZEBRR/RER
SEBERLENES  ARHEEEX
BRHES  SEREHEDBLAHE
fo S EEALRMNE YT
EEARRBAREES KA -

AR EREL T BRM R E R R AR
PR+ DAE R % 15 B K T A B A
i 25 5 3R 9 B 5 AR T
BB R IR 2 FEE T - A
BT B B A AR (1 5% -

L /H

A TS E AL B A 3 | E R
ERSNBIEME AT o

A D IR E
RZZFE—hAhF+=-—A=+—8H " RE
HEHERAAARRAREAHKER
RN M ABRNGTE R AR B SRR E
1R 4258 /5 85,793,000 T(—E— N\
£ 1 92,745,0007T) °
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23 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES
Exposure to credit, liquidity and interest rate and foreign
currency risks arises in the normal course of the Group'’s
business. The Group’s exposure to these risks and the
financial risk management policies and practices used by
the Group to manage these risks are described below.

(@

Credit risk

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group's credit risk is
primarily attributable to bank deposits and trade and
other receivables and contract assets. The Group has
a credit policy in place and the exposures to these
credit risks are monitored on an ongoing basis.

The Group does not provide any guarantee which
would expose the Group to credit risk.

Bank deposits

Cash is deposited with financial institutions with
sound credit ratings and the Group has exposure limit
to any single financial institution. Given their high
credit ratings, management does not expect any of
these financial institutions and counterparties will fail
to meet their obligations.

Trade and other receivables and contract
assets

The Group has significant concentration of credit risk
in a few customers. In view of their good payment
record and long established relationships with the
Group, management does not consider the Group'’s
credit risk to be significant. At the end of the reporting
period, 54% (2018: 61%) and 98% (2018: 93%) of the
total trade receivables and contract assets was due
from the Group’s largest customer and the five
largest customers respectively.

23 BIEEBREERQTEE

AEENBEEHBRTFAZEE
B DA R M R B N R

nEE
c AEBAFZER

BRAEBRAEEZFRRNTEERE
BBORMERBN T -

(@

EEER
ERRREZSHFERAANERE
SREMBRGHRKNAR - A%
EmEEARTEREBTER B
5 REMARKEARA OEE - &
D S W WA
EEEAR -

AEEY EREHREMERIELSEE
EREERR

RITFH
ReBFRDERNEERFOE B
B MASEREEAE SRS
RERE -ERNZRSTREBEES
EEFR EEEENRSREE
EZGHFHIGBEBTEE -

ESRAMERMBUREHNEE

AEERIBEFREEREEST
[\ B o B R S B IE SRAC SR R 4 3 2R
AEBRIRHBE BEERS
AEBEAZNEERBRIL NEK -
RBEMKR - BHERYFERANE
EBET D RI54% (ZF—N\F : 61%)
K98% ( —F — )\ : 93%) 7= & W A
KESATPRARAKREFHFA -
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23 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

142

(@

Credit risk (continued)

Trade and other receivables and contract
assets (continued)

Individual credit evaluations are performed as part of
the acceptance procedures for new construction
contracts. These evaluations focus on the customer’s
past history of making payments when due and
current ability to pay, and take into account
information specific to the customer as well as
pertaining to the economic environment in which the
customer operates. Trade receivables are due within
30 to 45 days from the date of payment certificate.
Normally, the Group does not obtain collateral from
customers.

The Group measures loss allowances for trade
receivables, retention receivables and contract assets
at an amount equal to lifetime ECLSs, which is
calculated using a provision matrix. As the Group'’s
historical credit loss experience does not indicate
significantly different loss patterns for different
customer segments, the loss allowance based on
past due status is not further distinguished between
the Group’s different customer bases. During the year
ended 31 December 2019, the Group recognised 10ss
allowance on the trade receivables of $44,000 (2018:
Nil).

Expected loss rates are based on actual loss
experience over the past 2 years. These rates are
adjusted to reflect differences between economic
conditions during the period over which the historic
data has been collected, current conditions and the
Group's view of economic conditions over the
expected lives of the receivables.

23 BIEEREERATE@®

(@

FERR (&)
EBESREMERKBUREHNEE (&)

AEBEEETENEEFZIERTZ
EANBEMBERF—8D - BEFTRE
RREPIBE SR EIFIAMN R K
BAENNREN  AEBEFPHETE
BRREPREMELERENER -
B 5 RYBGRIARIENES A B30
EA5EREH - AKE-RTIEAE
F B R o

AEENE HERWIA  BRFRES
RAHBENEBBRBEBZEERKA
BHEEBENSETE  ERE
BREE ARARENBEREE
BEL&RITBEBRTNTIREFPIHEA
ERTEEEER - AR B KA
NEBEEREBETERAKETRERE
RzBAE—FED R_FT—-NF
T-A=1t—RLLFE ~EEER
B 5 WA R R M 44,000 T (= F
—N\FE) -
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23 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(b)

Liquidity risk

Individual operating subsidiaries within the Group are
responsible for their own cash management,
including the raising of loans to cover expected cash
demands. The Group's policy is to regularly monitor
its liquidity requirements, to ensure that it maintains
sufficient reserves of cash and adequate committed
lines of funding from major financial institutions to
meet its liquidity requirements in the short and longer
term.

The following tables show the remaining contractual
maturities as at 31 December 2019 of the Group’s
financial liabilities, which are based on contractual
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating,
based on rates current at 31 December 2019) and the
earliest date the Group can be required to pay.

23 BIEEMEERAFE@®

(b)

RBESRER
AEEETHENSEMNBARAR
HEGNWRESER BREEENE

HEMASFR - AEENRE/E
HEERBESHE  URRERRT
WRECHELREETZSRHEBNT
RAGEBERE tmmEEHBEE

TREIAEEERBEER TN
FH—A=t—HNHKRTAHIHE
HIRBEAORMRRESRE (B
BHMEX(MEZE - AREBR=-F
—hF+ZA=1t—B®E#MNE)
HOMBNR) RAKE KB RER
HERF HEmSH o

2019
“E-hE
Contractual undiscounted cash outflow
BHRERR SR
Total More than
Carrying  contractual Within 1 year but
amount at undiscounted 1 year or less than
31December  cash flow on demand 2 years
R+=A

=t-H#  EHRER 1ERT 1E0L
FEE ReRELE BRER  fAPR2F
$°000 $°000 $°000 $'000
Fr Fr Fr F
Trade and other payables B R EMENFE 17,871 17,871 17,871 -
Bank loans and overdrafts BITERREL 1,347 1,347 1,347 -
Lease liabilities MERR 2,032 2,123 985 1,138
21,250 21,341 20,203 1,138
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23 FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (continued)

BB TTIIR)

23 BIEEREERATE@®

(b) Liquidity risk (continued) (b) FREBELEME (&)
2018
—T-\F
Contractual undiscounted cash outflow
BHORIBAFET
Total More than
Carrying  contractual Within 1 year but
amountat  undiscounted 1year less than
31 December cash flow or on demand 2 years
R+=A
=t—HH  AHKRER 1ERH 1+
FHE Renz8s REk  ALR2E
$000 $000 $000 $'000
Fr T Fr Fr
Trade and other payables BN EMERNFE 13,007 13,007 13,007 -
Bank loans and overdrafts BTERREY 1,143 1,146 1,146 -
Lease liabilities (note) HEER M) 298 306 231 75
14,448 14,459 14,384 75
Note: The Group has initially applied HKFRS 16 using the Wit - REEBRBLETNEREERNERE

modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise lease
liabilities relating to leases which were previously
classified as operating leases under HKAS 17. Other lease
liabilities include amounts recognised at the date of
transition to HKFRS 16 in respect of leases previously
classified as operating leases under HKAS 17 and
amounts relating to new leases entered into during the
year. Under this approach, the comparative information

is not restated. See Note 1(c).
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FAIR VALUES (continued)

()

Interest rate risk

23 BIEEMEERAFE@®

()

Interest rate risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The
Group's interest rate risk arises primarily from bank
borrowings. Borrowings issued at variable rates
expose the Group to cash flow interest rate risk. The
Group's interest rate profile as monitored by
management is set out in (i) below.

(i) Interest rate profile

The following table details the interest rate

F=E R

FERBESRTAND FEIERRK
RenERMSMNEESHMEL RS
MER - ARENHXEREZRE
RITRE - RIPHNEELNEBES
AEEAZRSRENKER - &1
EMEEAREENEHEREN TX
(i) °

()  FIEHER
TR DA M (R S AR

profile of the Group’s borrowings at the end of KO FI =45 o
the reporting period.
2019 2018
“E-hE —T-\F
Effective Effective
interest rate interest rate
BERAI= $'000 EHF % $°000
% Fr % Fr
Fixed rate borrowings: BENEEE :
Lease liabilities (note) HEEBREMF)  3.125%-4.82% 2,032 478%-661% 298
Variable rate borrowings: FEFZMEE :
Bank overdrafts RITEX 7.56% 1,347 4.25%-5.23% 876
Bank loans BIER - - 3.13% 267
S 1847 1143
Total borrowings EELE 3,379 1,441
Fixedrate borrowingsasa BRI REEEEE
percentage of total BENASL
borrowing 60% 21%

Note: The Group has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise
lease liabilities relating to leases which were
previously classified as operating leases under
HKAS 17. Under this approach, the comparative
information is not restated. See Note 2(c).

Mat - AEBDRBEETNEREER
& R B B B S 4R S R B 16 5%
VRBER-F-NF—A— AN
SRR AR L RTIRIE R B & AT
EUF17RDBREEHEZH
EEMMEERE - RIEZIE
AR ARES - LHTE2(C) °
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23 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)
Interest rate risk (continued)

146

()

(d)

(e)

(ii)

Sensitivity analysis

At 31 December 2019, it is estimated that a
general increase/decrease of 100 basis points
in interest rates, with all other variables held
constant, would have decreased/increased the
Group’s profit after tax by approximately
$11,200 (2018: $9,500).

The sensitivity analysis above indicates the
instantaneous change in the Group's profit after
tax that would arise assuming that the change
in interest rates had occurred at the end of the
reporting period in respect of the exposure to
cash flow interest rate risk arising from floating
rate non-derivative instruments held by the
Group at the end of the reporting period. The
impact on the Group's profit after tax is
estimated as an annualised impact on interest
expense or income of such changes in interest
rates. The analysis is performed on the same
basis during the year ended 31 December 2018.

Foreign currency risk

The Group has no significant exposure to foreign

currency risk as all of the Group’s transactions are
denominated in Hong Kong dollar.

Fair value measurement

The carrying amounts of the Group's financial assets

and liabilities carried at cost or amortised cost are not
materially different from their fair values at the end of

the reporting period.

BB TTIIR)

23 BIEEREERATE@®

AR @k ()

()

(ii)

(d)

(e)

HBESH
RZZE—-NF+-_A=+—8"
fharFIEEEE FH T 1001E
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B REEBRBBERED B
A ENEI11,200(ZE— )N\
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24 COMMITMENTS 24 7EiE
The total future minimum lease payments under non- A B E A EIE TR R ERE =
cancellable operating leases are payable as follows: BREAAT -
2018
—T-N\F
$°000
Fr
Within 1 year 15K 420
After 1 year but within 5 years 1FBEB5FK 210
630
The Group is the lessee in respect of a number of AEBAETEABE(ESS LS
properties held under leases which were previously 17D B AKEHE 2 WEBEBNAEA -
classified as operating leases under HKAS 17. The Group AEFDEALBIINEIEE AERGE
has initially applied HKFRS 16 using the modified BRI TRREERYE 165 o IBIEZ L K
retrospective approach. Under this approach, the Group EFEABRR -_E—NE— A —BWNHVES
adjusted the opening balances at 1 January 2019 to PR EAZEAEMRENHEE] G (28
recognise lease liabilities relating to these leases (see Note o)) cB-E—NE—HF—B# - FEHE
2(c)). From 1 January 2019 onwards, future lease payments &1 FARAEHT T 2(m) #5159 BUR R B A AR R
are recognised as lease liabilities in the statement of kb2 AHEEaE  BEAEERLHEE
financial position in accordance with the policies set out in R ER i — S EEE R M T 19 R I EE o

Note 2(m), and the details regarding the Group's future
lease payments are disclosed in Note 19.
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25 MATERIAL RELATED PARTY
TRANSACTIONS
In addition to transactions and balances disclosed

elsewhere in these financial statements, the Group entered BN

into the following material related transactions.

(@) Key management personnel remuneration (a)
Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors as disclosed in Note 8 and certain of the highest

25 EXEABAIXS

BRUESHHEREEMBHRENR S LS
REBFTZATEREHRZS -

FTEEEASHM

AEETEEE ABNFM(2HEMHE
8 FTKEE M AR 2 B & 3 S AN A RRIE K B
FIMBBERETRHFMER S HH

paid employees as disclosed in Note 9, is as follows: RIE)WOT :
2019 2018
—ZE-hEF —E-NF
$°000 $°000
FiT For
Salaries and other benefits e RHMEF 6,712 5917
Retirement benefit scheme contributions RKAE T 214 95 90
6,807 6,007

Total remuneration is included in “staff costs” (see

FNem st ATEIRA] (RETEE

Note 6(b)). 6(h)) °
(b) Transactions with related parties (b) EERAEEAMIRSB
2019 2018
—B-hE  —TN\F
$°000 $°000
Fr Fr
Lease payment to M —fE R A R AT A

a related company MERR 420 420
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25 MATERIAL RELATED PARTY 25 EXBBARS @)
TRANSACTIONS (continued)
(c) Applicability of the Listing Rules relating to (c) HEEXZHEBENLWRINEAM
connected transactions
The related party transaction in respect of Note 25(b) B 5 25(h) B BE 75 32 S i Ak B
above constitutes connected transactions as defined R (EER ETHRAUEMAZE) - A
in Chapter 14A of the Listing Rules. However, the il AREBRZERE 14A76(1) &
transaction is exempt from the disclosure MREARRKT  WAEAREBET T
requirement in Chapter 14A of the Listing Rules as it HBAIE UAZHIHER T -
is below the de minimis threshold under Rule 14
A.76(1).
26 CONTINGENT LIABILITIES 26 HAREE
At 31 December 2019, contingent liabilities not provided for RZE—NF+ZA=1+—"8 WEREGEE
in the consolidated financial statements were as follows: IR RANTHRBENSRBERT -
Performance bonds BHARES
2019 2018
—E-h1F —E-NF
$°000 $°000
Fir For
Performance bonds given to a customer BEEPITAEEN B
for due and proper performance of NEIFTAZEBE mA T
projects undertaken by the Group's —EEPHBANRER
subsidiaries 1,880 1,880
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27 COMPANY-LEVEL STATEMENT OF

FINANCIAL POSITION

BB TTIIR)

27 REIBEMNHBERRER

At At
31 December 31 December
2019 2018
RZB-NE RZIZ—N\F
+=—HA=+—8 +=—A=+—H
Note $°000 $°000
Bt FiT For

Non-current assets kRBEE
Investments in subsidiaries RSB RRIMIEE 12 2 2

Current assets REEE
Other receivables H U GRIR 373 301
Amounts due from subsidiaries A E=EPNGIE S 30,415 13,036
Cash at bank and in hand RITRFHERE 66,272 93,411
97,060 106,748
Current liabilities RBEE

Other payables H e 0B 1,269 45
Amounts due to subsidiaries S NG - 3,960
1,269 4,005
Net current assets REBEEZFE 95,791 102,743
NET ASSETS EEFE 95,793 102,745

CAPITAL AND RESERVES EARREE
Share capital &N 22(c) 10,000 10,000
Reserves 1 85,793 92,745
TOTAL EQUITY A 95,793 102,745
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Aok 3 B 5 A M

(Expressed in Hong Kong dollars unless otherwise indicated) (B& 3 A RSN » HIAETTHIR)

IMMEDIATE AND ULTIMATE
CONTROLLING PARTY

At 31 December 2019, the directors consider the immediate
parent and ultimate controlling party of the Group to be
Prime Pinnacle Limited, which is incorporated in Republic
of Seychelles. This entity does not produce financial
statements available for public use.

COMPARATIVE FIGURES

The Group has initially applied HKFRS 16 at 1 January 2019
using the modified retrospective approach. Under this
approach, comparative information is not restated. Further
details of the changes in accounting policies are disclosed
in Note 2(c).

NON-ADJUSTING EVENT AFTER THE
REPORTING PERIOD

The outbreak of new coronavirus disease (COVID-19)
epidemic in early 2020 has led to a series of precautionary
and control measures implemented in Hong Kong and across
the globe and caused disruptions to global supply chains and
many industries. It may have certain impacts on the Group'’s
business operations. The Group will pay close attention to
the development of epidemic and assess its impact on the
financial position, cash flows and operating results.

Up to the date of these financial statements, the
assessment is still in progress and the related impact could
not be reasonably estimated at this stage.
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30

HiERREER

RZE—NF+ZA=+—H ' EERELE
ENEZET AR RGREEHTARETRE
0 B8 5t BX 37 #9 Prime Pinnacle Limited © it
ERWEGHAIHARALHERNIHEERE

LB F

AEBEBRAGETENEER -F—1
F—A—BERBAEBHSRELRE 16
o RIBRIE  LBRARLRES] - B
SHEREBOE —SENRIEA0RE -

nk

B

BRABRZHEHEEE

SECTENBRBRNNATMRES
(COVID-19) fR7T 75+ BHRN B R 2 5
PR i — R 5IITED) RIE I i - 2B
R R SITEERIE - R R AR A
EENEBBLELETHE - AEEED
BERTHOERE - LG E B HR
R RERERGEEENYE -

BEAMBRRAY  ZEFFEIDELET
o WHEREBREESIEMMAFHERTE -
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POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET
EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2019

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments and a new
standard, HKFRS 17, Insurance contracts, which are not yet
effective for the year ended 31 December 2019 and which
have not been adopted in these financial statements. These
developments include the following which may be relevant
to the Group.

BB TTIIR)

31

HEUHSEWHRETELY  FESAQ
SEEMZIEET M LD - FBTHR
HEBFE175 - RBREL - MABBIETMH
IR BAMBIREEINE 75 - REE
REBE-_ZT—NF+_A=+—HLFE
8 R A 2 B A 4B A I S B A SRR NER AN © RZ
E155] C TR EARREBEE T A EA
EEEHEMEE -

Effective for
accounting periods
beginning on or after
RT5IEMR 2%
BN E T EEN

Amendments to HKFRS 3,
Definition of a business

Amendments to HKAS 1 and HKAS 8,
Definition of material

The Group is in the process of making an assessment of
what the impact of these developments is expected to be
in the period of initial application. So far it has concluded
that the adoption of them is unlikely to have a significant
impact on the consolidated financial statements.

BRUBREEANFEIRERT -
E Pt

BEREGETERIE 15 R ERIEAT -
BAZE#E

1 January 2020
—E2-FF—H—H

1 January 2020
—E2-FF—H—H

AREBEAEMEZFETNERER B
BEHIRE - 25/ EEBAEEMBRE
ZRIH3E T 77 Al e S AR B M IR ER A
FTEWTERXN -
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