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FINANCIAL HIGHLIGHTS

2018 2017 %
(restated)”  Change
HK$M HK$M

Revenue 4,926.5 48296 +2.0%

Gross profit : 591.0 555.6 +6.4%
Profit attributable to equity holders

of the Company : 236.8 2254  +5.1%

Basic earnings per share : HK$0.53 HK$0.50 +6.0%

The Board recommended the declaration of a final dividend of HK13.3 cents (2017:
HKS8.1 cents) per share for the year ended 30 June 2018™.

Note (i)

Note (ii)

Comparative figures have been restated for the Group’s application of merger accounting
for business combinations under common control. Details of the restatements are set out in
Note 1(iii) to the consolidated financial statements.

Together with the interim dividend of HK7.8 cents (2017: HK7.4 cents) per share paid in
March 2018, total distribution of dividends made by the Company for the year ended 30
June 2018 will be HK21.1 cents (2017: HK15.5 cents) per share, representing a dividend
payout ratio of 50.2% (2017: 40.1%). 2018’s dividend payout ratio is calculated based on
the Group’s 2018 profit for the year attributable to equity holders of the Company of
HK$189.3M, after excluding the profit of HK$47.5M made by the facility services
business during the period from 1 July 2017 to 11 April 2018, the day of completion of the
Group’s acquisition of the facility services business as described in Note 1(iii) to the
consolidated financial statements (2017: based on the Group’s 2017’s profit for the year
attributable to equity holders of the Company of HK$173.8M as previously reported in the
Group’s 2017 consolidated financial statements, which does not include the profit of
HK$51.6M made by the facility services business during the year ended 30 June 2017).
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The board of directors (the “Board”) of FSE Services Group Limited (the “Company”) is
pleased to announce the audited consolidated results of the Company and its subsidiaries
(collectively the “Group”) for the year ended 30 June 2018 (“FY2018” or the “Year”).

CONSOLIDATED INCOME STATEMENT
For the year ended 30 June 2018

Notes 2018 2017
(restated)
HK$’000 HK$’000
Revenue 2 4,926,518 4,829,618
Cost of services and sales (4,335,497) (4,274,018)
Gross profit 591,021 555,600
Other income/gains, net 3 3,336 4,596
General and administrative expenses (323,185) (296,556)
Operating profit 4 271,172 263,640
Finance income 18,194 14,632
Finance costs (1,066) (373)
Profit before income tax 288,300 277,899
Income tax expenses 5 (51,516) (52,503)
Profit for the year attributable to equity holders
of the Company 236,784 225,396
Earnings per share for profit attributable to
equity holders of the Company
(expressed in HK$ per share)
- Basic and diluted 6 0.53 0.50

* Comparative figures have been restated for the Group’s application of merger accounting for business
combinations under common control. Details of the restatements are set out in Note 1(iii) to the consolidated
financial statements.



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 30 June 2018

Profit for the year attributable to equity holders
of the Company

Other comprehensive income:

Items that may be subsequently reclassified to
consolidated income statement:

Currency translation differences

Reclassification of revaluation reserve to profit or loss upon
maturity or disposal of available-for-sale financial assets,
net of tax

Fair value change of available-for-sale financial assets,
net of tax

Item that will not be subsequently reclassified to
consolidated income statement:

Remeasurement gains on long service payment liabilities,
net of tax

Other comprehensive income, net of tax

Total comprehensive income for the year attributable to
equity holders of the Company

2018 2017
(restated)
HK$°000 HK$°000
236,784 225,396
6,225 (9,027)
754 ;
(1,255) 498
6,750 ;
12,474 (8,529)
249,258 216,867

* Comparative figures have been restated for the Group’s application of merger accounting for business
combinations under common control. Details of the restatements are set out in Note 1(iii) to the consolidated

financial statements.



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2018

Note 2018 2017
(restated)*
HKS$’000 HK$’000
ASSETS
Non-current assets
Property, plant and equipment 412,242 495,867
Land use rights 21,230 21,655
Investment property 11,620 -
Intangible assets 52,796 51,507
Deposits - 2,038
Deferred income tax assets 14,329 11,752
Available-for-sale financial assets - 47,654
512,217 630,473
Current assets
Inventories 26,006 25,632
Amounts due from customers for contract works 343,029 141,678
Trade and other receivables 8 1,278,947 1,051,136
Financial assets at fair value through profit or loss - 31,489
Amount due from a related company - 1,500
Available-for-sale financial assets - 20,327
Cash and bank balances 407,561 1,114,052
2,055,543 2,385,814
Total assets 2,567,760 3,016,287
EQUITY
Share capital 45,000 45,000
Reserves 592,350 1,025,718
Total equity 637,350 1,070,718

* Comparative figures have been restated for the Group’s application of merger accounting for business
combinations under common control. Details of the restatements are set out in Note 1(iii) to the consolidated
financial statements.



CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

As at 30 June 2018

LIABILITIES

Non-current liabilities
Deferred income tax liabilities
Long service payment liabilities

Current liabilities
Amounts due to customers for contract works
Amount due to a related company
Borrowings
Trade and other payables
Taxation payable

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

2018 2017
(restated)*

HKS$’000 HK$’000
25,419 28,437
21,320 34,479
46,739 62,916
475,397 417 597

- 90,845

- 30,000
1,343,323 1,279,516
64,951 64,695
1,883,671 1,882,653
1,930,410 1,945,569
2,567,760 3,016,287
171,872 503,161
684,089 1,133,634

* Comparative figures have been restated for the Group’s application of merger accounting for business
combinations under common control. Details of the restatements are set out in Note 1(iii) to the consolidated

financial statements.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.

Basis of preparation

The consolidated financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and requirements of the Hong Kong Companies Ordinance Cap. 622.
The consolidated financial statements have been prepared under the historical cost convention, as
modified by the revaluation of available-for-sale financial assets and financial assets at fair value
through profit or loss, which are carried at fair value.

The preparation of consolidated financial statements in conformity with HKFRS requires the use
of certain critical accounting estimates. It also requires management to exercise its judgement in
the process of applying the Group’s accounting policies.

(i) Amendments to existing standards that are effective for the Group’s financial year beginning
on 1 July 2017

The following amendments to existing standards, that are relevant to the Group’s operation,
are mandatory for the financial year of the Group beginning on 1 July 2017:

HKAS 7 Amendments Disclosure initiative
HKAS 12 Amendments Recognition of deferred tax assets for unrealised losses
HKFRS 12 Amendments Disclosure of interests in other entities

The adoption of the above amendments to existing standards does not have significant
impact on the Group’s consolidated results and financial position nor any substantial
changes in the Group’s accounting policies and the presentation of the consolidated financial
statements.



(i) New standards and amendments and improvements to existing standards that have been
issued but not yet effective and have not been early adopted by the Group

The following new standards and amendments and improvements to existing standards, that
are relevant to the Group’s operation, have been issued but not yet effective for the financial
year of the Group beginning on 1 July 2017 and have not been early adopted:

Effective for
accounting periods
beginning on or after

HKAS 40 Amendments Transfers of investment property 1 January 2018

HKFRS 2 Amendments Classification and measurement of 1 January 2018
share-based payment transactions

HKFRS 9 Financial instruments 1 January 2018

HKFRS 15 Revenue from contracts with customers 1 January 2018

HKFRS 15 Amendments  Clarifications to HKFRS 15 1 January 2018

HK (IFRIC) — Int 22 Foreign currency transactions and 1 January 2018
advance consideration

Annual Improvements 2014-2016 cycle 1 January 2018

HKAS 19 Amendments Plan amendment, curtailment or 1 January 2019
settlement

HKAS 28 Amendments Long-term interests in associates and 1 January 2019
joint ventures

HKFRS 9 Amendments Prepayment features with negative 1 January 2019

compensation and modification of
financial liabilities

HKFRS 16 Leases 1 January 2019
HK(IFRIC) — Int 23 Uncertainty over income tax treatments 1 January 2019
Annual Improvements 2015-2017 cycle 1 January 2019
HKFRS17 Insurance contracts 1 January 2021
HKFRS 10 and HKAS 28  Sale or contribution of assets between  To be determined
Amendments an investor and its associate or joint
venture

The Group has already commenced an assessment of the related impact to the Group and
considered that there will not be any substantial changes to the Group’s significant
accounting policies and presentation of consolidated financial statements, except for the
following set out below:

HKFRS 9, “Financial instruments”

HKFRS 9 Financial Instruments addresses the classification, measurement and
derecognition of financial assets and financial liabilities. The Group has decided not to adopt
HKFRS 9 until it becomes effective for its annual reporting period beginning on 1 July
2018.

The Group does not expect the new guidance will have a significant impact on the
classification and measurement of its financial assets.

There will be no impact on the Group’s accounting for financial liabilities, as the new
requirements only affect the accounting for financial liabilities that are designated at fair
value through profit or loss and the Group does not have any such liabilities. The
derecognition rules have been transferred from Hong Kong Accounting Standard (“HKAS”)
39 “Financial instruments: recognition and measurement” and have not been changed.
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The new impairment model requires the recognition of impairment provisions based on
expected credit losses (ECL) rather than only incurred credit losses as is the case under
HKAS 39. It applies to financial assets classified at amortised cost, debt instruments
measured at fair value through other comprehensive income, contract assets under HKFRS
15 “Revenue from contracts with customers”, lease receivables, loan commitments and
certain financial guarantee contracts. The Group expects there will not be any material effect
on the results and financial positions in the impairment provision of financial assets.

The new standard also introduces expanded disclosure requirements and changes in
presentation. These are expected to change the nature and extent of the Group’s disclosures
about its financial instruments in the year of adoption of the new standard.

HKFRS 15, “Revenue from contracts with customers”

The HKICPA has issued a new standard for the recognition of revenue. This will replace
HKAS 18 “Revenue” which covers revenue arising from the sale of goods and the rendering
of services and HKAS 11 “Construction contracts” which covers construction contracts. The
new standard is based on the principle that revenue is recognised when control of a good or
service transfers to a customer. The standard permits either a full retrospective or a modified
retrospective approach for the adoption. The new standard is effective for first interim
period within annual reporting period beginning on or after 1 January 2018. The Group will
adopt the new standard using the modified retrospective approach from the Group’s annual
reporting period beginning on 1 July 2018.

Based on preliminary assessment conducted, the Group does not expect the adoption of
HKFRS 15 would have a material impact other than presenting more disclosures.

HKFRS 16, “Leases”

HKFRS 16 results in almost all leases being recognised on the statement of financial
position, as the distinction between operating and finance leases is removed. Under the new
standard, an asset (the right to use the leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the Group’s operating leases. As at the
reporting date, the Group has non-cancellable operating lease commitments of HK$87.4
million. This will result in the recognition of an asset and a liability for future payments, and
the Group expects there will not be any material effect on the profit or loss.

Some of the commitments may be covered by the exception for short-term and low-value
leases and some commitments may relate to arrangements that will not qualify as leases
under HKFRS 16.

The standard is mandatory to the Group’s annual reporting period beginning on or after 1
July 2019. At this stage, the Group does not intend to adopt the standard before its effective
date.



(iii) Application of business combinations under common control

On 27 February 2018, FSE Facility Services Group Limited (“FSGL”), a wholly-owned
subsidiary of the Company, as the purchaser and FSE Management Company Limited
(“FMC”), a fellow subsidiary of the Company, as the vendor entered into a conditional sales
and purchase agreement, pursuant to which FMC agreed to sell, and FSGL agreed to
purchase, the entire issued share capital of Crystal Brilliant Limited and its subsidiaries (the
“Target Group”), except for those of the Non-Target Group as described below, at an initial
cash consideration of HK$502.0 million, subject to subsequent adjustment by reference to
the change in the net tangible asset value (“NTAV”) of the Target Group from 31 December
2017 to the date of completion of the acquisition. The acquisition was completed on 11
April 2018 (the “Completion Date”) and a positive NTAV adjustment of HK$13.8 million
was made to the total consideration for this transaction, which thus in aggregate amounts to
HK$515.8 million. Prior to the completion of the acquisition on 11 April 2018, the entire
issued share capital of Macro Brilliant Limited and its subsidiary (the “Non-Target Group”)
was disposed of by the Target Group to FMC in February 2018. The Target Group (or the
“Acquired Group”) is principally engaged in the provision of facility services including
cleaning and laundry services.

The acquisition was considered as a business combination under common control as FSGL
and the Target Group are both ultimately controlled by FSE Holdings Limited. Under
HKFRS, the acquisition of the Target Group was accounted for using merger accounting in
accordance with Hong Kong Accounting Guideline 5 “Merger Accounting for Common
Control Combinations” (“AG 57) issued by the HKICPA. Accordingly, the acquired Target
Group was included in the consolidated financial statements from the beginning of the
earliest period presented as if the Target Group acquired had always been part of the Group.
As a result, the Group has restated its 2017 comparative amounts of the consolidated income
statement and consolidated statement of comprehensive income by including the operating
results of the Target Group and eliminated its transactions with the Target Group, as if the
acquisition had been completed on the earliest date being presented, i.e. 1 July 2016. The
consolidated statement of financial position of the Group as at 30 June 2017 was restated to
include the assets and liabilities of the Target Group.

The Non-Target Group was included in the consolidated financial statements before the
Completion Date, as it formed an integral part of the Target Group prior to the Completion
Date. Upon completion of the acquisition of the Target Group on 11 April 2018, the excess
of the book values of the assets and liabilities of the Non-Target Group over the
consideration of disposal by the Target Group for these net assets amounting to HK$10.3
million was recorded as a deemed distribution from the Group to FSE Holdings Limited.



The following are reconciliations of the effects arising from the accounting of common
control combination in accordance with AG 5 on the Group’s consolidated income
statements, consolidated statements of comprehensive income and consolidated statements
of financial position in connection with the Target Group as at/for the years ended 30 June

2018 and 2017:

(a) Effect on the consolidated income statement for the year ended 30 June 2018:

Effect of
The Group business
(before business combination
combination  under common
under common control of the Adjustments
control)  Acquired Group (Note) Consolidated
HK$°000 HK$°000 HK$°000 HKS$°000
Revenue 3,757,158 1,170,985 (1,625) 4,926,518
Cost of services and sales (3,317,430) (1,019,200) 1,133 (4,335,497)
Gross profit 439,728 151,785 (492) 591,021
Other income/gains, net 1,454 1,882 - 3,336
General and administrative
expenses (239,206) (84,471) 492 (323,185)
Operating profit 201,976 69,196 - 271,172
Finance income 18,163 31 - 18,194
Finance costs - (1,066) - (1,066)
Profit before income tax 220,139 68,161 - 288,300
Income tax expenses (40,590) (10,926) - (51,516)
Profit for the year attributable
to equity holders of the
Company 179,549 57,235 - 236,784
Earnings per share for profit
attributable to equity holders
of the Company (expressed in
HKS$ per share)
- Basic and diluted 0.40 0.13 - 0.53

Note: The adjustments represent the elimination of revenue charged between the Group and the Acquired

Group.
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(b) Effect on the consolidated statement of comprehensive income for the year ended
30 June 2018:

Effect of

The Group business

(before business combination

combination  under common

under common control of the
control)  Acquired Group Consolidated
HK$°000 HKS$’000 HK$°000

Profit for the year attributable to the holders

of the Company 179,549 57,235 236,784

Other comprehensive income:
Items that may be subsequently reclassified to
consolidated income statement:
Currency translation differences 6,225 - 6,225
Reclassification of revaluation reserve to profit or
loss upon maturity or disposal of available-for-

sale financial assets, net of tax 754 - 754
Fair value change of available-for-sale financial
assets, net of tax (1,255) - (1,255)

Item that will not be subsequently reclassified to
consolidated income statement:
Remeasurement gains on long service payment
liabilities, net of tax - 6,750 6,750

Other comprehensive income, net of tax 5,724 6,750 12,474

Total comprehensive income for the year
attributable to equity holders of the Company 185,273 63,985 249,258
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(c) Effect on the consolidated statement of financial position as at 30 June 2018:

Effect of
The Group business
(before business combination
combination  under common
under common control of the Adjustments
control)  Acquired Group (Note) Consolidated
HKS$’000 HK$’000 HKS$’000 HK$’000
ASSETS
Non-current assets
Property, plant and equipment 357,929 54,313 - 412,242
Land use rights 21,230 - - 21,230
Investment property 11,620 - - 11,620
Intangible assets 36,720 16,076 - 52,796
Deferred income tax assets 14,299 30 - 14,329
441,798 70,419 - 512,217
Current assets
Inventories 22,832 3,174 - 26,006
Amounts due from customers
for contract works 343,029 - - 343,029
Trade and other receivables 1,037,575 241,518 (146) 1,278,947
Amount due from a related
company 115,002 - (115,002) -
Cash and bank balances 301,154 106,407 - 407,561
1,819,592 351,099 (115,148) 2,055,543
Total assets 2,261,390 421,518 (115,148) 2,567,760
EQUITY
Share capital 45,000 - - 45,000
Reserves 465,417 126,933 - 592,350
Total equity 510,417 126,933 - 637,350
LIABILITIES
Non-current liabilities
Deferred income tax liabilities 18,124 7,295 - 25,419
Long service payment
liabilities - 21,320 - 21,320
18,124 28,615 - 46,739
Current liabilities
Amounts due to customers for
contract works 475,397 - - 475,397
Amount due to a related
company - 115,002 (115,002) -
Trade and other payables 1,203,761 139,708 (146) 1,343,323
Taxation payable 53,691 11,260 - 64,951
1,732,849 265,970 (115,148) 1,883,671
Total liabilities 1,750,973 294,585 (115,148) 1,930,410
Total equity and liabilities 2,261,390 421,518 (115,148) 2,567,760
Net current assets 86,743 85,129 - 171,872
Total assets less current
liabilities 528,541 155,548 - 684,089

Note: The adjustments represent the elimination of trade and other receivables of the Group owed by the
Acquired Group.
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(d) Effect on the consolidated income statement for the year ended 30 June 2017:

(€)

Revenue
Cost of services and sales

Gross profit

Other income/gains, net

General and administrative
expenses

Operating profit
Finance income
Finance costs

Profit before income tax
Income tax expenses

Profit for the year attributable

to equity holders of the
Company

Earnings per share for profit

attributable to equity holders
of the Company (expressed in

HKS$ per share)
- Basic and diluted

Effect of
The Group business
(before business combination
combination  under common
under common control of the Adjustments
control)  Acquired Group (Note) Consolidated
HK$°000 HK$°000 HK$°000 HKS$°000
3,700,133 1,130,443 (958) 4,829,618
(3,293,192) (981,784) 958 (4,274,018)
406,941 148,659 - 555,600
3,577 1,019 - 4,596
(208,483) (88,073) - (296,556)
202,035 61,605 - 263,640
14,501 131 - 14,632
- (373) - (373)
216,536 61,363 - 277,899
(42,740) (9,763) - (52,503)
173,796 51,600 - 225,396
0.39 0.11 - 0.50

Note: The adjustments represent the elimination of revenue charged between the Group and the Acquired

Group.

Effect on the consolidated statement of comprehensive income for the year ended

30 June 2017:

Profit for the year attributable to equity holders of

the Company

Other comprehensive income:

Items that may be subsequently reclassified to

consolidated income statement:

Currency translation differences

Fair value change of available-for-sale financial

assets, net of tax

Other comprehensive income, net of tax

Total comprehensive income for the year
attributable to equity holders of the Company
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Effect of
The Group business
(before business combination
combination  under common
under common control of the
control)  Acquired Group Consolidated
HK$°000 HK$°000 HK$°000
173,796 51,600 225,396
(9,027) - (9,027)
498 - 498
(8,529) - (8,529)
165,267 51,600 216,867




(f) Effect on the consolidated statement of financial position as at 30 June 2017:

Effect of
The Group business
(before business combination
combination  under common
under common control of the Adjustment
control)  Acquired Group (Note) Consolidated
HKS$’000 HK$’000 HKS$’000 HK$’000
ASSETS
Non-current assets
Property, plant and equipment 382,754 113,113 - 495,867
Land use rights 21,655 - - 21,655
Intangible assets 34,951 16,556 - 51,507
Deposits and prepayments - 2,038 - 2,038
Deferred income tax assets 11,725 27 - 11,752
Available-for-sale financial
assets 47,654 - - 47,654
498,739 131,734 - 630,473
Current assets
Inventories 23,034 2,598 - 25,632
Amounts due from customers
for contract works 141,678 - - 141,678
Trade and other receivables 830,792 220,591 (247) 1,051,136
Financial assets at fair value
through profit or loss 31,489 - - 31,489
Amount due from a related
company - 1,500 - 1,500
Available-for-sale financial
assets 20,327 - - 20,327
Cash and bank balances 978,322 135,730 - 1,114,052
2,025,642 360,419 (247) 2,385,814
Total assets 2,524,381 492,153 (247) 3,016,287
EQUITY
Share capital 45,000 - - 45,000
Reserves 867,508 158,210 - 1,025,718
Total equity 912,508 158,210 - 1,070,718

Note: The adjustment represents the elimination of trade receivables of the Group owed by the Acquired
Group.
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(f) Effect on the consolidated statement of financial position as at 30 June 2017
(Continued):

Effect of
The Group business
(before business combination
combination  under common
under common control of the Adjustment
control)  Acquired Group (Note) Consolidated
HKS$’000 HK$°000 HKS$’000 HK$°000
LIABILITIES
Non-current liabilities
Deferred income tax liabilities 17,493 10,944 - 28,437
Long service payment
liabilities - 34,479 - 34,479
17,493 45,423 - 62,916
Current liabilities
Amounts due to customers for
contract works 417,597 - - 417,597
Amount due to a related
company - 90,845 - 90,845
Borrowings - 30,000 - 30,000
Trade and other payables 1,125,626 154,137 (247) 1,279,516
Taxation payable 51,157 13,538 - 64,695
1,594,380 288,520 (247) 1,882,653
Total liabilities 1,611,873 333,943 (247) 1,945,569
Total equity and liabilities 2,524,381 492,153 (247) 3,016,287
Net current assets 431,262 71,899 - 503,161
Total assets less current
liabilities 930,001 203,633 - 1,133,634

Note: The adjustment represents the elimination of trade receivables of the Group owed by the Acquired
Group.

No other significant adjustments were made by the Group during the years ended 30 June
2018 and 2017 to the net assets and net profit or loss of any entities of the Group and the
Acquired Group as a result of the business combination under common control to achieve
consistency of accounting policies.
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Revenue and segment information

The Executive Directors are the Group’s chief operating decision-makers (“CODM”).
Management has determined the operating segments based on the information reviewed by the
CODM for the purposes of allocating resources and assessing performance.

The Group’s revenue represents the electrical and mechanical (“E&M”) engineering service
income, environmental management services income and income from trading of building
materials and facility service income. An analysis of the Group’s revenue is as follows:

For the year ended 30 June 2018 2017
(restated)
HK$’000 HK$°000

Revenue
Contracting services 3,532,839 3,470,516
Maintenance services 129,587 113,539
Sales of goods 93,616 115,332
Facility services 1,170,476 1,130,231
4,926,518 4,829,618

The CODM considers the business from product and service perspectives and the Group is
organised into three major business segments according to the nature of products and services
provided:

(i) E&M engineering - Provision of engineering services and trading of building materials;

(i) Environmental management services - Trading of environmental products and provision of
related engineering and consultancy services;

(iii) Facility services - Management of cleaning and waste disposal services, recycling and
environmental disposal services and provision of laundry services.

The CODM assesses the performance of the operating segments based on each segment’s
operating profit. The measurement of segment operating profit excludes the effects of
unallocated corporate expenses and non-recurring events. In addition, finance income and costs
are not allocated to segments.

Operating expenses of a functional unit are allocated to the relevant segment which is the
predominant user of the services provided by the unit. Operating expenses of other shared
services which cannot be allocated to a specific segment and corporate expenses are included as
unallocated costs.

Segment assets are those operating assets that are employed by a segment in its operating
activities. Segment assets are determined after deducting related allowance that are reported as
direct offsets in the statement of financial position. Segment assets consist primarily of property,
plant and equipment, land use rights, investment property, intangible assets, deferred income tax
assets, inventories, amounts due from customers for contract works, trade and other receivables
and cash and bank balances.
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Segment liabilities are those operating liabilities that result from the operating activities of a
segment. Segment liabilities do not include other liabilities that are incurred for financing rather
than operating purpose unless the segment is engaged in financing activities.

As at 30 June 2018, unallocated assets and unallocated liabilities represented the assets and
liabilities not arising from the operation of the operating segments.

Prior year corresponding segment information that is presented for comparative purposes has
been restated to conform to changes adopted in the current year.

Capital expenditure comprises mainly additions to property, plant and equipment.
(@) As at and for the year ended 30 June 2018

The segment results for the year ended 30 June 2018 and other segment items included in
the consolidated income statement are as follows:

Environmental
E&M management Facility Inter-segment
engineering services services  elimination Total

HK$°000 HK$’°000 HK$°000 HK$’°000 HK$°000

Revenue - External 3,694,258 61,784 1,170,476 - 4,926,518
Revenue - Internal 1,074 2,857 509 (4,440) -
Total revenue 4,926,518
Operating profit before unallocated

corporate expenses 204,674 7,697 69,196 - 281,567
Unallocated corporate expenses (10,395)
Operating profit 271,172
Finance income 18,194
Finance costs (1,066)
Profit before income tax 288,300

Income tax expenses (51,516)

Profit for the year attributable to

equity holders of the company 236,784
Other items
Depreciation 25,808 2,247 19,809 - 47,864
Amortisation of land use rights 588 - - - 588
Amortisation of intangible assets 370 - 480 - 850
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(b)

The segment assets and liabilities as at 30 June 2018 and capital expenditure for the year

then ended are as follows:

E&M
engineering
HK$’000
Segment assets 1,950,752
Unallocated assets
Total assets
Segment liabilities (1,733,265)
Unallocated liabilities
Total liabilities
Capital expenditure 14,358

Unallocated capital expenditure

Total capital expenditure

As at and for the year ended 30 June 2017 (restated)

Environmental

management
services
HK$°000

40,999

(15,130)

473

Facility
services
HKS$’000

306,154

(179,221)

19,803

Total
HK$°000

2,297,905
269,855

2,567,760

(1,927,616)

(2,794)

(1,930,410)

34,634

34,634

The segment results for the year ended 30 June 2017, as restated, and other segment items
included in the consolidated income statement are as follows:

Environmental

E&M management
engineering services
HK$°000 HK$°000

Revenue — External, as restated 3,645,410 53,977
Revenue — Internal, as restated 639 12,082

Total revenue

Operating profit before unallocated
corporate expenses, as restated 202,284 5,302
Unallocated corporate expenses

Operating profit, as restated
Finance income, as restated
Finance costs, as restated

Profit before income tax, as
restated
Income tax expenses, as restated

Profit for the year attributable to
equity holders of the Company,
as restated

Other items
Depreciation, as restated 23,939 2,124
Amortisation of land use rights 582 -
Amortisation of intangible assets,

as restated 370 -

Facility Inter-segment

services
HK$’000

1,130,231
212

61,605

21,274

480

elimination
HKS$’000

(12,933)

Total
HK$°000

4,829,618

4,829,618

269,191
(5,551)

263,640

14,632
(373)

277,899

(52,503)

225,396

47,337
582

850
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The segment assets and liabilities as at 30 June 2017 and capital expenditure, as restated, for
the year then ended are as follows:

Environmental
E&M management Facility
engineering services Services Total

HK$°000 HK$°000 HK$°000 HK$°000

Segment assets, as restated 2,092,333 35,950 492,153 2,620,436
Unallocated assets 395,851
Total assets, as restated 3,016,287
Segment liabilities, as restated 1,596,093 12,877 333,696 1,942,666
Unallocated liabilities 2,903
Total liabilities, as restated 1,945,569

Capital expenditure, as restated 32,408 1,025 18,851 52,284
Unallocated capital expenditure -

Total capital expenditure, as restated 52,284

Revenue from external customers by geographical areas is based on the geographical location of
the customers.

Revenue is allocated based on the regions in which the customers are located as follows:

For the year ended 30 June 2018 2017
(restated)
HK$’000 HK$’000

Revenue
Hong Kong 3,913,818 3,972,561
Mainland China 658,832 476,794
Macau 353,868 380,263
4,926,518 4,829,618

The analysis of the Group’s major customer, which a single external customer has contributed
10% or more to the Group’s revenue, is as follows:

For the year ended 30 June 2018 2017
(restated)

HKS$°000 HKS$’000

Customer A 1,335,275 1,470,119

The revenues contributed by the above major customer are mainly attributable to the E&M
engineering segment in Hong Kong and Mainland China and facility services segment in Hong
Kong.
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The non-current assets, other than deferred tax assets, are allocated based on the regions in which

the non-current assets are located as follows:

As at 30 June

Non-current assets, other than deferred tax assets
Hong Kong

Mainland China

Macau

Other income/gains, net

For the year ended 30 June

Exchange gain, net

Rental income

(Loss)/gain on disposal of property, plant and equipment
and land use rights, net

(Loss)/gain on disposal or maturity of financial assets at
fair value through profit or loss and available-for-sale
financial assets

Ex-gratia payment from the government for retirement of
motor vehicle

Sundries
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2018 2017
(restated)

HK$’000 HK$’000
441,781 562,188
25,756 25,572
30,351 30,961
497,888 618,721
2018 2017
(restated)

HK$’000 HKS$°000
6,134 2,361
790 -

(151) 529
(5,652) 445
295 726
1,920 535
3,336 4,596




Operating profit

For the year ended 30 June

Operating profit is stated after charging/(crediting):

Cost of inventories sold
Raw materials and consumables used
Subcontracting fees
Provision for inventories
Staff costs (including Directors’ emoluments)
Salaries and allowances
Pension cost on defined contribution schemes
Add/(less): Staff costs released/(capitalised) under contracts
in progress
Depreciation of property, plant and equipment
Depreciation of investment property
Amortisation of land use rights
Amortisation of intangible assets
Operating lease rental for land and buildings
Less: Operating lease rental capitalised under contracts in
progress
Reversal of impairment loss on trade receivables
Impairment loss on trade and other receivables
Auditor’s remuneration
Audit services
Non-audit services

Income tax expenses

For the year ended 30 June

Current income tax
Hong Kong profits tax
Mainland China taxation
Income tax
Withholding tax
Macau taxation
Over-provision in prior years
Deferred income tax (credit)/expense
Income tax
Withholding tax

2018 2017
(restated)
HK$’000 HK$°000
49,802 64,951
987,718 968,310
1,895,954 1,816,101
245 2,230
1,342,235 1,292,200
55,062 52,054
3,529 (17,974)
47,768 47,337
96 -
588 582
850 850
41,028 37,119
(5,711) (3,610)
(727) (45)
1,463 436
4,607 4,953
2,030 1,065
2018 2017
(restated)
HK$’000 HK$°000
31,952 28,108
12,913 13,959
1,745 4,025
7,567 26,723
(68) (595)
(2,977) (21,211)
384 1,494
51,516 52,503

Hong Kong profits tax has been provided at the rate of 16.5% (2017: 16.5%) on the estimated
assessable profit for the year. Taxation on Mainland China and Macau profits has been calculated
on the estimated assessable profit for the year at the rates of taxation prevailing in the
jurisdictions in which the Group operates. These rates range from 12% to 25% for the year ended
30 June 2018 (2017: 12% to 25%). According to applicable the People’s Republic of China
(“PRC”) tax regulations, dividends distributed by a company established in the PRC to a foreign
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investor with respect to profits derived after 1 January 2008 are generally subject to a 10%
withholding tax. If a foreign investor is incorporated in Hong Kong and meets the conditions or
requirements under the double taxation arrangement entered into between the Mainland China
and Hong Kong, the relevant withholding tax rate will be reduced from 10% to 5%. Hence, the
Group used 5% to accrue the withholding tax for certain PRC subsidiaries which are expected to

fulfill the aforesaid conditions.

The taxation on the Group’s profit before income tax differs from the theoretical amount that

would arise using the taxation rate of Hong Kong as follows:

For the year ended 30 June

Profit before income tax

Calculated at a tax rate of 16.5% (2017: 16.5%)

Effect of different taxation rates in other regions

Income not subject to taxation

Expenses not deductible for taxation purposes

Temporary difference not recognised

Utilisation of previously unrecognised tax losses

Tax losses not recognised

Withholding tax on undistributed earnings from subsidiaries in
Mainland China

Over-provision in prior years

Income tax expenses

Earnings per share

(a) Basic

2018 2017
(restated)
HK$’000 HK$’000
288,300 277,899
47,570 45,853
2,664 2,039
(2,227) (1,953)
2,716 3,233
306 (161)
(2,409) (1,612)
835 180
2,129 5,519
(68) (595)
51,516 52,503

Basic earnings per share is calculated by dividing the profit attributable to owners of the
Company by the weighted average number of ordinary shares in issue during the years

ended 30 June 2018 and 2017.

For the year ended 30 June

Profit attributable to equity holders of the Company

Weighted average number of ordinary shares in issue
(shares in thousands)

Basic earnings per share (HK$)

(b) Diluted

2018

HKS$°000

236,784

450,000
0.53

2017
(restated)
HKS$°000

225,396

450,000
0.50

As the Company did not have any dilutive potential ordinary shares during the years ended
30 June 2018 and 2017, the diluted earnings per share equals the basic earnings per share.
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Dividends

For the year ended 30 June 2018 2017
HKS$°000 HK$°000
Interim dividend paid of HK7.8 cents (2017: HK7.4 cents)
per share 35,100 33,300
Final dividend proposed of HK13.3 cents (2017: HK8.1
cents) per share 59,850 36,450
94,950 69,750
Note:

At a meeting held on 26 September 2018, the Board recommended the declaration of a final dividend of
HK[ 1] cents (2017: HK8.1 cents) per share. The final dividend will be paid in cash. This proposed
dividend is not reflected as a dividend payable in the consolidated financial statements but will be reflected
as an appropriation of the retained profits for the year ended 30 June 2018.

Trade and other receivables
The ageing analysis of the Group’s trade receivables (including amounts due from related parties

of trading in nature) based on the invoice due date, and net of provision for impairment, is as
follows:

As at 30 June 2018 2017
(restated)

HK$°000 HK$’000

1 to 90 days 400,576 356,020
91 - 180 days 28,300 18,505
Over 180 days 10,991 9,535
439,867 384,060

Trade and other payables

The ageing analysis of the Group’s trade payables (including amounts due to related parties of
trading in nature) based on invoice date is as follows:

As at 30 June 2018 2017
(restated)

HK$’000 HKS$’000

1-90 days 274,934 86,874
91 — 180 days 1,232 6,227
Over 180 days 1,239 1,390
277,405 94,491
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Following the completion of the Group’s acquisition of the facility services (cleaning and
laundry services) business on 11 April 2018 (refer to the paragraph “Major Transaction”
under the section “Financial Review” below), the Group has expanded its business scale and
diversified its revenue stream from the businesses of E&M engineering and environmental
management services to the areas of cleaning and laundry services as well.

In FY2018, the Group recorded revenue amounting to HK$4,926.5 million for the Year,
representing an increase of HK$96.9 million or 2.0%, as compared with HK$4,829.6 million
(restated) in FY2017. Profit attributable to equity holders for the Year was HK$236.8 million,
representing an increase of HK$11.4 million or 5.1% against HK$225.4 million (restated) in
FY2017.

E&M ENGINEERING SEGMENT

The Group maintained its position as one of the leading E&M engineering companies in
Hong Kong, capable of providing a comprehensive range of E&M engineering services. It
also continued to run strong its E&M engineering operations in Mainland China and Macau.
On top of its full range of licences and qualifications and effectiveness in managing tendering
risks, the Group has integrated operating and control procedures, strong networks of well-
established customers and suppliers, and an experienced and well-trained workforce to
support all of its operations. Thus, the Group has strong confidence in securing and
undertaking integrated E&M engineering projects in Hong Kong, Mainland China and
Macau.

In addition, the Group is committed to creating a greener society. To help build a sustainable
environment, it has been constantly optimising its design and exploring innovative methods.
At the project level, the Group incorporates green building principles into application of
building services equipment; and adopts green building design, modular integrated
construction (MiC), design for Manufacture and Assembly (DfMA) to reduce energy usage,
carbon emission and construction waste. In order to help improve its operational efficiency
and project management, the Group invests in innovative construction technologies such as
Building Information Modelling (BIM), modularisation and prefabrication, laser scanning
and mobile solutions.

Going ahead, the Group will continue to focus on applying its core competencies to raise
customer satisfaction and ensure sustainable growth and profitability of its business. It shall
give first priority to large-scale projects including design and construction contracts from the
government, public infrastructure works, hospital development projects, public housing and
subsidised housing projects, as well as private commercial and residential building projects.

Financial performance

Leveraging its competitive strengths as described above, the Group’s E&M engineering
business delivered a solid performance and recorded revenue amounting to HK$3,694.2
million for the Year, representing an increase of HK$48.8 million or 1.3%, as compared with
HK$3,645.4 million (restated) in FY2017. Its profit contribution for the Year was HK$173.3
million, representing an increase of HK$4.2 million or 2.5% against HK$169.1 million in
FY2017.
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As at 30 June 2018, the Group’s projects encompassed a wide range of buildings and
facilities, including offices, shopping malls, convention and exhibition centres, hotels,
integrated resorts, residential properties, universities, hospitals, airport and public
transportation facilities buildings, which have a total gross value of contract sum of
HK$9,040 million with a total outstanding contract sum of HK$5,422 million. During
FY2018, the Group submitted tenders for 597 E&M engineering projects (with a contract
sum equal to or exceeding HK$1 million for each project, if awarded) with a total tender sum
of HK$22,985 million.

New contracts awarded

During FY2018, this business segment was awarded new contracts with a total value of
HK$2,969 million, which include 142 contracts (with a net contract sum equal to or
exceeding HK$1 million for each project) with a total net contract sum of HK$2,770 million.
Among these 142 contracts, 7 of them are major projects (with net contract sum equal to or
more than HK$100 million for each project) as listed below:

Hong Kong:

1. E&M installation for Transport Department’s Vehicle Examination Centre at Sai Tso
Wan Road, Tsing Yi;

2. Electrical installation for construction of subsidised sale flats development at Queen’s
Hill site 1 phase 3 and portion of phase 6, Fanling;

3. Electrical and Mechanical, Ventilation and Air-conditioning (“MVAC”) installation for
HKSH Eastern District Advanced Medical Centre at No. 3 A Kung Ngam Village Road,
S.I.L. 778, Shau Kei Wan;

4. Electrical and Extra Low Voltage (“ELV”) installation for LOHAS Park Package 7 at
TKOTL No. 70, Site C1, New Territories;

5. Fire services and MVAC installation for Tai Wai Station Property Development in
STTL No. 520 (Podium Portion);

6. Plumbing and drainage installation for Tai Wai Station Property Development in STTL
No. 520 (Residential Portion);

Mainland China:
7. Heating, Ventilation and Air-conditioning (“HVAC”) for Tianjin Chow Tai Fook
Finance Center, Tianjin;

Completed projects
The Group completed several prestigious projects during the Year, including:

Hong Kong:

1. Electrical installation for residential development at TMTL 423, Area 48, Castle Peak
Road, So Kwun Wat, Tuen Mun, New Territories;

2. Electrical and ELV installation for residential development at TMTL 427, So Kwun Wat
Road, Tuen Mun, New Territories;

3.  Plumbing and drainage installation for residential development at R.B.L.1190, 8-12
Deep Water Bay Drive, Hong Kong;

4.  MVAC installation for block H3 for Victoria Dockside in Tsim Sha Tsui, Kowloon;

Macau:
5.  Electrical installation for Morpheus Hotel at City of Dreams, Phase 3, Cotai.
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Projects on hand
As at 30 June 2018, major outstanding contracts with remaining works valued at more than
HK$100 million including:

Hong Kong:

1. Design, supply and installation of E&M services for the West Kowloon Government
Office in Yau Ma Tei, Kowloon;

2. E&M installation for Hong Kong Airlines Aviation Training Centre at Chek Lap Kok,
Lantau Island, New Territories;

3. Plumbing and drainage installation for a proposed residential development at Site N,
Tseung Kwan O Town Lot No. 70 Remaining Portion, LOHAS Park Package 6, Tseung
Kwan O, New Territories;

4. Electrical and MVAC installation for the Hong Kong International Airport Contract
P568 Midfield Apron Development Works at Chek Lap Kok, Lantau Island, New
Territories;

5. Electrical and fire services installation for a public rental housing at Pak Tin Estate
Phase 7 & 8, Sham Shui Po, Kowloon;

6. Fire services installation for a public housing at North West Kowloon Reclamation Site
6 and Fat Tseung Street West, Kowloon;

7. Electrical and ELV installation for LOHAS Park Package 7 at TKOTL No. 70, Site C1,
New Territories;

8. Fire services and MVAC installation for Tai Wai Station Property Development in
STTL No. 520 (Podium Portion);

9. Plumbing and drainage installation for Tai Wai Station property development in STTL
No. 520 (Residential Portion);

10. Electrical and MVAC installation for HKSH Eastern District Advanced Medical Centre
at No. 3 A Kung Ngam Village Road, S.1.L. 778, Shau Kei Wan;

11. E&M installation for Transport Department’s Vehicle Examination Centre at Sai Tso
Wan Road, Tsing Yi;

12. Electrical installation for construction of subsidised sale flats development at Queen’s
Hill site 1 phase 3 and portion of phase 6, Fanling.

Mainland China:

13. HVAC and Electrical installation for the podium of Spring City 66 — a commercial
complex development at 15 Dongfeng Dong Road/433 Beijing Road, Panlong District,
Kunming;

14. HVAC installation for Tianjin Chow Tai Fook Finance Center, Tianjin, China.

ENVIRONMENTAL MANAGEMENT SERVICES SEGMENT

The Group's environmental management services business continues to provide
environmental assessment and energy efficient solutions in this year to assist its customers in
achieving their environmental protection and energy conservation objectives.

Financial performance

In FY2018, the Group’s environmental management services business recorded revenue
amounting to HK$61.8 million for the Year, representing an increase of HK$7.8 million or
14.4%, as compared with HK$54.0 million (restated) in FY2017. Its profit contribution to the
Group for the Year was HK$6.3 million, representing an increase of HK$1.6 million or
34.0% against HK$4.7 million in FY2017.
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As at 30 June 2018, this business segment has a total gross value of contract sum of HK$76
million with a total outstanding contract sum of HK$51 million. During FY2018, the Group
submitted tenders for 38 environmental management service contracts (with a contract sum
equal to or exceeding HK$1 million for each contract, if awarded) with a total tender sum of
HK$150 million.

New contracts awarded

During FY2018, this business segment was awarded new contracts with a total value of
HK$63 million, which include 8 projects (with a net contract sum equal to or exceeding
HK$1 million for each project) with a total net contract sum of HK$18 million.

FACILITY SERVICES SEGMENT

Cleaning Services

The Group’s cleaning services business encompassed a wide range of buildings and facilities,
including office towers, shopping malls, hotels, universities, international schools, tourism
facilities, government properties, public utilities, convention and exhibition centre, railway
stations, airport terminal building, hospitals, industrial buildings and residential properties.

As one of leading service providers in the cleaning service industry, the Group’s cleaning
business group, Waihong Environmental Services Group (“Waihong”), is mainly engaged in
providing specialist cleaning, housekeeping, waste management and integrated pest
management services. Waihong became a member of FSE Services Group since 11 April
2018.

Since the establishment in 1965, Waihong has experienced the development of cleaning
service industry in different stages. It also witnessed the economic growth of Hong Kong
over the past decades. Regarding its cleaning service business, growing public awareness for
better environmental hygiene with premier life style is boosting the demand of quality service
providers, it will focus on providing efficient, effective and the highest professional standard
services to meet different kinds of customer needs.

During FY2018, the Group’s cleaning services business submitted tenders for 317 cleaning
service projects (with a contract sum equal to or exceeding HK$1 million for each project)
with a total tender sum of HK$3,848 million.

Laundry

The Group’s laundry business group, New China Laundry Group (“NCL”), is an experienced
expert in laundry and dry cleaning services, and a market leader in the industry in Hong
Kong. NCL dropped pins in prestigious hotels, famous apartments, high-end clubhouses, an
international theme park and top airlines. NCL became a member of FSE Services Group
since 11 April 2018.

During FY2018, NCL started a specialised production line with modern equipment that was
designed to cater for the needs of airlines clients. NCL’s quick delivery service and the
comprehensive coverage of logistics network supported the on-going expansion of a Hong
Kong based airline partner.

The total tourist arrivals and hotel occupancy rate remained steady in 2018. NCL continues

promoting self-upgrading to satisfy the demanding hospitality industry. In FY2018, NCL
completed a replacement of hotel-related machineries such as the Continuous Batch Washer
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and Flat Ironer, to effectively maintain operational efficiency as well as ensure the service
quality.

NCL makes use of advanced Customer Relationship Management system to effectively
manage our clientele base. Our customer oriented employees focus on raising our customer
satisfaction which leads to a long term partnership.

Financial performance

In FY2018, the Group’s facility services business recorded revenue amounting to
HK$1,170.5 million for the Year, representing an increase of HK$40.3 million or 3.6%, as
compared with HK$1,130.2 million in FY2017. Its profit contribution to the Group was
HK$57.2 million, which includes HK$9.7 million made for the period from 12 April 2018 to
30 June 2018 following the completion of Group’s acquisition of it on 11 April 2018,
representing an increase of HK$5.6 million or 10.9% against HK$51.6 million in FY2017. As
at 30 June 2018, this business segment has a total gross value of contract sum of HK$2,744
million with a total outstanding contract sum of HK$1,048 million for the cleaning services
business.

New contracts awarded

During FY2018, the Group’s cleaning services business was awarded new service contracts
with a total value of HK$514 million, which include 67 service contracts (with a net contract
sum equal to or exceeding HK$1 million for each service contract) with a total contract sum
of HK$495 million. Among these 67 service contracts, 11 of them are major service contracts
(with net contract sum equal to or more than HK$10 million for each service contract) with a
total contract sum of HK$294 million, which include large-scale service facilities for public
transportations, premier office buildings, a premier mixed-use commercial complex, a private
luxury real estate, a heritage project managed by a world-class racing club, a government
funded dental hospital and a public housing estate.

During FY2018, the Group’s laundry business was awarded new contracts with a total value
of HK$121 million, which include 20 service contracts (with a net contract sum equal to or
exceeding HK$1 million for each service contract) with a total contract sum of HK$116
million. Among these 20 service contracts, 4 of them are major service contracts (with net
contract sum equal to or more than HK$5 million for each service contract) with a total
contract sum of HK$99 million, which include a leading services provider for airlines
catering and relevant services, a world-class racing club, a mega convention and exhibition
centre and a famous restaurant chain.
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FINANCIAL REVIEW

Revenue

In FY2018, the Group’s revenue increased by HK$96.9 million or 2.0% to HK$4,926.5
million from HK$4,829.6 million (restated), attributable mostly to the higher revenue
derived from our E&M engineering segment and facility services segment amounting to
HK$48.8 million and HK$40.3 million, respectively.

The following table presents a breakdown of the Group’s revenue by business segment:

For the year ended 30 June

2018 9% of total 2017 % of total
revenue (restated) revenue

HK$’M HK$'M
E&M engineering* 3,694.2 75.0% 3,645.4 75.5%
Environmental management services* 61.8 1.3% 54.0 1.1%
Facility services* 1,170.5 23.7% 1,130.2 23.4%
Total 4,926.5 100.0% 4,829.6 100.0%

* Segment revenue does not include inter-segment sales.

. E&M (electrical and mechanical) engineering: This segment continued to be the key
turnover driver of the Group and contributed 75.0% of the Group’s total revenue
(2017: 75.5% (restated)). Segment revenue recorded mild increment of 1.3% from
HK$3,645.4 million (restated) to HK$3,694.2 million for the Year, owing mainly to
the increased revenue contribution from a number of E&M projects in Mainland China
which had significant progress. The increase was partly offset by the reduction in
contribution from Hong Kong and Macau with E&M installation for Gleneagles Hong
Kong Hospital in Wong Chuk Hang and Central Chiller Plant and Sitewide Building
Management System, dry fire sitewide and hotel tower HVAC installation for Wynn
Palace Cotai Resort (“Wynn Palace”) which had been substantially completed in
FY2017.

- Environmental management services: Revenue contribution of this business segment
increased from HK$54.0 million (restated) to HK$61.8 million, representing a growth
of 14.4% as compared with last year. The increase was mainly attributable to the
increase in revenue from environmentally-related contracting and maintenance
services, primarily water treatment services.

- Facility services: This new segment contributed 23.7% of the Group’s total revenue
(2017: 23.4%). The revenue of HK$1,170.5 million for the Year composed of revenue
from provision of cleaning and laundry services amounting to HK$1,003.9 million and
HK$166.6 million, respectively. Segment revenue recorded a growth of HK$40.3
million or 3.6% to HK$1,170.5 million in FY2018 from HK$1,130.2 million, mainly
contributed by the revenue contribution from a number of new cleaning service
contracts, including Victoria Dockside, an academic institution in Kowloon Tong and
various commercial buildings in Central, Wan Chai and Mongkok.
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The following table presents a breakdown of our Group’s revenue geographically:

For the year ended 30 June

2018 2017 Change % change
(restated)
HK$’'M HK$'M HK$’M

Hong Kong 3,913.8 3,972.6 (58.8) (1.5%)
Mainland China 658.8 476.8 182.0 38.2%
Macau 353.9 380.2 (26.3) (6.9%)
Total 4,926.5 4,829.6 96.9 2.0%
Hong Kong: Revenue from Hong Kong decreased by HK$58.8 million or 1.5% to

Mainland China;:

Macau:

Gross profit

HK$3,913.8 million in FY2018. The decline mainly resulted from the
reduced revenue contribution from Gleneagles Hong Kong Hospital in
Wong Chuk Hang and Victoria Dockside in Tsim Sha Tsui which had
been substantially completed and made significant progress in last year.
The decrease was partly mitigated by the revenue contribution from a
sizeable installation project West Kowloon Government Office in Yau Ma
Tei as well as the increase in revenue from provision of cleaning services.
Also, works in relation to a number of sizeable installation projects,
including design and construction of Transport Department’s Vehicle
Examination Centre in Tsing Yi and a residential development at Tai Wai
Station, were at an early stage and yet to contribute significant revenue.

Revenue from Mainland China increased by 38.2% from HK$476.8
million to HK$658.8 million in FY2018. The increase of HK$182.0
million was primarily the substantial revenue contribution from Tianjin
Chow Tai Fook Financial Centre which made significant progress during
the Year and lifted Mainland China’s contribution to the Group’s total
revenue from 9.9% (restated) to 13.4%.

Revenue from Macau dropped by 6.9% from HK$380.2 million to
HK$353.9 million in FY2018 with its geographical contribution of the
region slightly declined from 7.9% (restated) to 7.2% in FY2018. The
decrease was mainly resulted from the reduced revenue contribution from
Wynn Palace which had substantial completion in last year. The decrease
was partly mitigated by the revenue contribution from Morpheus Hotel at
City of Dreams which made significant progress during the Year.

The Group’s overall gross profit increased by HK$35.4 million or 6.4% from HK$555.6
million (restated) in FY2017 to HK$591.0 million in FY2018, whereas overall gross profit
margin remained relatively stable at 12.0% (2017: 11.5% (restated)). The increase in gross
profit was driven by the E&M engineering business recording an increase in gross profit
during the Year with segment gross profit margin improved from 10.7% to 11.4%. The gross
profit margin of the environmental management services segment remained stable at 28.8%
(2017: 28.3%) with gross profit rose by 16.3% from HK$15.3 million to HK$17.8 million in
FY2018, mainly attributable to the contribution from biological deodorizing system
installation and maintenance works. The gross profit margin of the facility services segment
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slightly decreased from 13.2% to 12.9% mainly resulted from the increase in fuel cost for
provision of laundry service.

The following table presents the breakdown of the Group’s gross profit by business segment:

For the year ended 30 June

2018 2017 (restated)
Gross profit Gross profit  Gross profit  Gross profit
HK$M  margin % HK$'M margin %
E&M engineering 421.9 114 391.6 10.7
Environmental management services 17.8 28.8 15.3 28.3
Facility services 151.3 12.9 148.7 13.2
Total 591.0 12.0 555.6 11.5

Other income/gains, net
Other income/net gains in FY2018, which amounted to HK$3.3 million (2017: HK$4.6
million (restated)), mainly included net foreign exchange gain.

Finance income

The Group recorded finance income of HK$18.2 million (2017: HK$14.6 million (restated)).
The increase was mainly due to the interest income from investment in available-for-sale
financial assets and financial assets at fair value through profit or loss.

Finance costs

The Groups recorded interest expenses of HK$1.1 million (2017: HK$0.4 million (restated))
on short-term bank borrowings of the facility services group for working capital purpose and
the bank borrowings was fully repaid as at 30 June 2018.

General and administrative expenses

In FY2018, the general and administrative expenses of the Group increased by 9.0% to
HK$323.2 million, compared to HK$296.6 million (restated) in FY2017. The increase of
HK$26.6 million was mainly attributable to the staff cost from annual salary increment and
employment of additional staff to cope with business expansion, higher rental expenses for
the laundry plant in Fanling for the new lease contracted upon completion of the acquisition
of the facility services business and the one-off legal and professional fee for the acquisition
of the facility services segment. In addition, there was one-off non-recurring write back of
bonus provision in last year.

Taxation

As compared with last year, the effective tax rate of the Group slightly declined from 18.9%
(restated) to 17.9% mainly resulted from the utilization of unrecognised tax loss for a PRC
subsidiary and a lower profit contribution from PRC for the Year which has a relatively
higher applicable corporate income tax rate.

Profit attributable to equity holders of the Company

As a result of the foregoing, the Group’s profit attributable to equity holders for the Year
increased by 5.1% or HK$11.4 million from HK$225.4 million (restated) in FY2017 to
HK$236.8 million in FY2018. The increase was mainly the combined result of higher gross
profit contribution mostly from our core business segment and the increase in finance
income, partly offset by the increase in general and administrative expenses primarily due to
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higher staff costs and the one-off non-recurring legal and professional fee for acquisition. The
net profit margin of the Group remained stable at 4.8% for the Year (2017: 4.7% (restated)).

Other comprehensive income

The Group recorded other comprehensive income of HK$12.5 million in FY2018, reflective
of the increase in exchange reserve from the appreciation of the Renminbi (“RMB”) for
conversion of the net investments in Mainland China operations and net-tax remeasurement
gains on long service payment liabilities.

Liquidity and financial resources

The Group’s finance and treasury functions are centrally managed and controlled at its
headquarters in Hong Kong. As at 30 June 2018, the Group had total cash and bank balances
of HK$407.6 million, of which 48%, 28% and 24% (30 June 2017: 60%, 29% and 11%
(restated)) were denominated in Hong Kong dollars, RMB and other currencies, respectively.
As compared to HK$1,114.1 million (restated) as at 30 June 2017, the Group’s cash and bank
balances decreased by HK$706.5 million to HK$407.6 million, which was primarily due to
payments for acquisition of facility services group of HK$515.8 million, dividend payments
and settlements to the original shareholder’s of the facility services group before completion
of the acquisition in sum of HK$131.1 million, the distribution of final dividend of HK$36.5
million for FY2017, interim dividends of HK$35.1 million for FY2018, net repayment of
bank borrowings of HK$30.0 million and the increase in net cash outflow from operating
activities, partly mitigated by the net proceeds from the purchase and disposal of available-
for-sale financial assets and financial assets at fair value through profit or loss of HK$93.2
million.

Adopting a prudent financial management approach in implementing its treasury policies, the
Group maintained a healthy liquidity position with no bank and other borrowings outstanding
as at 30 June 2018 (30 June 2017: HK$30.0 million of bank borrowings (restated)). Its net
gearing ratio was maintained at zero as at 30 June 2018 (30 June 2017: zero). This ratio is
calculated as net debt divided by total equity. Net debt is calculated as total borrowings less
cash and cash equivalents. As at 30 June 2018, the Group had total banking facilities in
respect of bank overdrafts, bank loans, bank guarantees and/or trade financing of
HK$1,537.5 million (30 June 2017: HK$1,349.4 million (restated)) (excluding unutilised
banking facilities shared with FSE Management Company Limited (“FMC”, a direct wholly-
owned subsidiary of FSE Holdings Limited) and its subsidiaries, which are guaranteed by
FMC). Amongst the total banking facilities as at 30 June 2018, HK$242.1 million (30 June
2017: HK$258.4 million) were guaranteed by FMC. As at 30 June 2018, HK$263.5 million
(30 June 2017: HK$419.4 million (restated)) had been utilised for bank guarantees and trade
finance. The Group believes it has sufficient committed and unutilised banking facilities to
meet current business operation and capital expenditure requirements.

Foreign currency exposure

The Group operates primarily in Hong Kong, Macau and Mainland China and is not exposed
to significant exchange risk. The Group does not have a foreign currency hedging policy and
foreign currency risk is managed by closely monitoring the movement of the foreign
currency rates. It will consider entering into forward foreign exchange contracts to reduce
exposure should the need arise.

As part of our business is carried out in Mainland China, part of our assets and liabilities are
denominated in Renmini (“RMB”). The majority of these assets and liabilities had arisen
from the net investments in Mainland China operations with net assets of HK$179.0 million
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(30 June 2017: HK$167.8 million) as at 30 June 2018. The foreign currency translation
arising from translation of these Mainland China operations’ financial statements from RMB
(functional currency of these Mainland China operations) into Hong Kong dollars (the
Group’s presentation currency) does not affect the Group’s profit before and after tax, and
will be recognised in its other comprehensive income.

During the Year, the fluctuation of RMB against Hong Kong dollars was 9.0% (comparing
the highest exchange rate with the lowest exchange rate of the RMB against the Hong Kong
dollars during the Year).

As at 30 June 2018, if the Hong Kong dollars had strengthened/weakened by another 9.0% against
the RMB with all other variables unchanged, the Group’s other comprehensive income would
have been HK$16.1 million lower/higher.

Use of net proceeds from listing

The Directors had evaluated the Group’s business development plan and resolved to adjust
the use of the unutilised initial public offering (“IPO”) proceeds in remaining sum of
HK$133.5 million as stated in the announcement of the Company dated 26 June 2018 in the
manner as shown and summarised in the table below:

Original use of Utilised  Revised use of  Utilised amount Unutilised
proceeds from amount as at proceeds as at as from as at
Global offering 26 June 2018 26 June 2018 27 June 2018 30 June 2018
HK$'M HK$'M HK$'M HK$'M HK$'M
Investment in/acquisition of 81.6 5.9 - - -
companies engaged in the
installation and maintenance of
ELV system
Development of environmental 51.0 3.6 20.0 - 20.0
management business
Operation of E&M engineering 474 47.4 88.1 - 88.1
projects on hand and
prospective projects
Staff-related additional 20.0 20.0 - - -
expenses
Development and 19.3 18.3 16.0 0.6 154
enhancement of design
capability
Enhancement of quality testing 12.2 49 7.3 - 7.3
laboratory
Upgrade of corporate 8.0 5.9 2.1 - 2.1
information technology system
and software
General working capital 25.0 25.0 - - -
Total 264.5 131.0 1335 0.6 132.9
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Reasons for the adjustment of use of the unutilised IPO proceeds

As disclosed in the Prospectus, the Group intended to apply part of the IPO proceeds for
possible investment in and/or acquisition of companies engaged in the installation and
maintenance of ELV system (the “ELV Acquisition”). Despite efforts of the Group, no
suitable investment or acquisition opportunities have been identified. Given the Group has
recently been admitted on the list of approved specialist contractors of the Works Branch
Development Bureau for public works in relation to ELV services (which is one of the major
eligibility requirements for carrying out ELV business), the Group is fully capable of
providing ELV services and implementing the numerous ELV projects that have been
awarded to the Group without resorting to any ELV Acquisition to enhance its capability and
competitiveness. As such, the amount of the unutilised IPO proceeds originally allocated for
use in ELV Acquisition is no longer required by the Group.

As regards the Company’s original intention to develop its environmental management
business through possible investment or cooperation with strategic alliances operating in the
area of bio-technology of microalgae in waste-water treatment and the development of web-
based building energy management business as disclosed in the Prospectus, the Group has not
been able to identify suitable partner with sufficient technical capability and there is
uncertainty in the practical feasibility of bio-technology of microalgae in waste-water
treatment. The Company is therefore cautious about its further pursuit or investment in this
particular area of environmental management business. In the premises, the Board considers
it more commercially sensible to (i) expand the use of IPO proceeds for development into
other more promising areas of its environmental management business to cover technological
development of waste treatment (including but not limited to air, water, solid waste
treatment) and energy saving/management solutions, as well as for enhancement of the
existing business and operation of the environmental management business and (ii) reallocate
more unutilised IPO proceeds for other existing business and operation of the Group (such as
the operation of the E&M engineering projects and the development and enhancement of its
engineering design capability).

The Group has utilised HK$131.6 million of the net proceeds from Global offering, of which
HK$22.5 million was utilised during FY2018 and expected that the remaining balance of the
IPO proceeds would be utilised within 5 years. The Group held the unutilised net proceeds
mainly in short-term deposits or time deposits with licensed banks and authorised financial
institutions in Hong Kong.

Capital commitments

The Group had capital commitments of approximately HK$1.3 million (30 June 2017:
HK$3.2 million (restated)) as at 30 June 2018 in relation to the purchase of property, plant
and equipment.

Contingent liabilities
The Group had no material contingent liabilities as at 30 June 2018 and 30 June 2017.

Major transaction

On 27 February 2018, a conditional sale and purchase agreement (the “S&P Agreement’) was
entered into between FMC (the “Vendor”, a direct wholly-owned subsidiary of FSE Holdings
Limited which is a controlling shareholder of the Company) and FSE Facility Services Group
Limited (the “Purchaser”, a direct wholly-owned subsidiary of the Company) whereby the
Purchaser agreed to purchase and the Vendor agreed to sell the entire issued share capital of
Crystal Brilliant Limited (together with its subsidiaries as at the completion of the S&P
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Agreement, the “Target Group™”) at a consideration (the “Consideration”) of HK$502.0
million subject to adjustment. The Target Group is principally engaged in the provision of
facility services including cleaning and laundry services.

The acquisition under the S&P Agreement was approved by the independent shareholders at
the extraordinary general meeting of the Company held on 10 April 2018. Completion of the
S&P Agreement took place on 11 April 2018 (the “Completion Date’) upon which the initial
sum of the Consideration of HK$502.0 million was paid in cash. A final cash payment of the
Consideration of HK$13.8 million was made on 19 June 2018 with reference to the unaudited
net tangible asset value of the Target Group as at the Completion Date.

Upon completion, each member of the Target Group became a wholly-owned subsidiary of
the Company and the financial results, assets and liabilities of each of them have been
consolidated in the financial statements of the Company for the Year.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

Addressing sustainability issues and managing Environmental, Social and Governance
(“ESG”) risks are essential to demonstrating our sustainability performance and meeting the
expectations of our stakeholders. Under the guidance of an Executive Director, the Group’s
management committee oversees the management of ESG-related risks and the
implementation of our Integrated Management System (“IMS”). The IMS combines three
international management system standards — ISO 9001 Quality Management System, ISO
14001 Environmental Management System and OHSAS 18001 Occupational Health and
Safety Management System — providing a systematic approach to monitoring and managing
ESG-related matters.

A stand-alone ESG report which references Appendix 27, Environmental, Social and
Governance Reporting Guide, to the rules governing the listing of securities on the main
board The Stock Exchange of Hong Kong Limited (the “HKEX") will be published on the
websites of the Company and Hong Kong Exchanges and Clearing Limited in November
2018.

Discussion on Environmental Policies and Performance

While there are no major environmental impacts associated with the Group’s operations,
environmental sustainability is the Group’s key responsibility of integrating sustainable
practices in our operations and contributing to a greener future. We have implemented the
ISO 14001 Environmental Management System which is a core component of our IMS to
monitor our environmental performance. This system allows us to have a clear focus on
enhancing environmental awareness and commitment within the Group. The system is
regularly audited by both internal and external parties to ensure its effectiveness in achieving
continual improvement.

We are committed to reducing energy consumption and greenhouse gas (“GHG”) emissions
throughout all business operations. The Group signed the “Energy Saving Charter” and the
“4Ts Charter” launched by the Hong Kong Government’s Environmental Protection
Department (“EPD”), demonstrating strong dedication to reducing its carbon footprint. We
continue to nurture environmental stewardship among our employees and foster behavioural
change including paper use reduction, energy conservation and materials recycling.

With the Group’s newly-introduced Green Office Guidelines, we have stepped up our efforts
in implementing waste recycling practices across all operations. For instance, we procure

-35-



paper from sustainable sources and place scrap paper boxes next to printers. In addition, our
solid waste reduction programme at the Fanling workshop has identified opportunities to
maximise the use of scrap metal and minimise disposal.

To instil an environmentally friendly culture within the Group, we continue to organise green
activities and support external initiatives relating to environmental protection. During the
Year, we organised a technical visit to T-Park and a guided tour to the Zero Carbon Building
and the Construction Innovation and Technology Application Centre, which enabled our
employees to gain insights from low carbon building design and technologies in Hong Kong.
Dedicated to exploring new technologies for a greener future, we have collaborated with The
Nano and Advanced Materials Institute Limited (“NAMI”) in two research and development
projects on water treatment and solid waste treatment.

Account of Key Relationships with Employees, Customers and Suppliers

Employees

We are steadfast in providing an inclusive, caring and safe work environment. We place
strong emphasis on equal opportunities and our employees are remunerated with competitive
salaries and benefits commensurate with their work experience and job duties. To effectively
manage our human capital, we have a set of well-established and transparent procedures on
talent acquisition and employee dismissal in place.

The wellbeing of our employees is crucial to creating a positive workplace. To accommodate
the diverse interests of our employees, we arrange a variety of staff activities including
interest classes on photography, pottery crafting, baking, and other sports and outdoor
activities. Placing high value on continued professional development of our employees, we
have established the Mentorship Programme and Graduate Scheme “A” Training.

As a component of our IMS, the Group has implemented the OHSAS 18001 Occupational
Health and Safety Management System at our operations in Hong Kong, as well as the
GB/T28001-2011/OHSAS 18001:2007 Occupational Health and Safety Management System
at our operations in Mainland China. This integrated system guides our employees to assess,
mitigate and control relevant health and safety hazards at all times. We also arrange safety
training sessions on a regular basis to ensure our employees and subcontractors are well-
informed of our safety policies and guidelines. With a high internal awareness on safety, we
are pleased to report that there were no work-related fatalities during the Year.

Customers

The Group aims to provide efficient, professional and quality E&M engineering services to
its customers. Aspiring to achieve high customer satisfaction rates, we have established the
ISO 9001 Quality Management System. Each of our business units establish their own set of
guidelines to ensure accountability in quality assurance. Regular audits are carried out to
identify potential risks and defect issues in the production line, and a standard audit system
has been set up for our projects in Mainland China. In cases where quality or safety concerns
arise, a thorough investigation will be conducted and effective correction actions will be
promptly implemented.

Suppliers and Subcontractors

The Group seeks to positively influence the environmental and social practices of its
suppliers and subcontractors. Our established procurement procedure assesses project
experience, safety performance and financial conditions which enables the Group to select
supplier and subcontractors which share our sustainability vision. Only those which can meet
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the evaluation criteria will be included in our approved vendor list. The Group also reviews
the suitability and sustainability performance of its suppliers and subcontractors annually to
maintain consistency in the quality of our services. In cases of serious non-compliance,
substandard suppliers and subcontractors will be suspended or removed from the approved
vendor list.

Compliance Status with Relevant Laws and Regulations That Have a Significant Impact
on the Business

During the Year, there were no reported cases of non-compliance with relevant laws and
regulations that have had a significant impact on business regarding the environment, health
and safety, labour standards, and data privacy

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2018, the Group had a total of 7,402 employees (2017: 7,933 (restated)),
including 972 casual workers (2017: 600). Staff cost for the Year, including salaries and
benefits, was HK$1,397.3 million (2017: HK$1,344.3 million (restated)). The decrease in the
Group’s total headcount is mainly due to a reduction in the number of employees in the
Facility Services segment following the expiry of certain contracts for providing cleaning
services, partly offset by an increase in the headcount in the E&M engineering segment
reflected increased number of projects awarded to it during the Year.

The Group offers attractive remuneration packages, including competitive fixed salaries plus
performance-based annual bonuses, and continuously provides tailored training to its
employees with the aim of promoting upward mobility within its organisation and fostering
employee loyalty. Our employees are subject to regular job performance reviews which
determine their promotion prospects and compensation. Remuneration is determined with
reference to market norms and individual employees’ performance, qualification and
experience.

The Company maintained a share option scheme during the Year, which aims at providing
incentives to the eligible participants (including the employees of the Group) to contribute to
the Group and enables us to recruit high-caliber employees and attract human resources that
are valuable to the Group.

All of the employees of the Group in Hong Kong have joined a mandatory provident fund
scheme. The scheme is registered with the Mandatory Provident Fund Schemes Authority
under the Mandatory Provident Fund Schemes Ordinance (Cap. 485 of the Laws of Hong
Kong). The Group has complied with the relevant laws and regulations, and the relevant
contributions have been made by the Group in accordance with the relevant laws and
regulations.
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OUTLOOK

Overview

Leveraged on its market leadership and buttressed by a proven track record, a well-
established customer network and ample financial reserves, the Group will be able to
continuously seek acquisition opportunities and engage competent professional talent to help
it explore new market opportunities and expand geographical coverage in Hong Kong, Macau
and Mainland China.

The Group will stay focused on applying its core competencies to raise customer satisfaction
and to ensure the sustainable growth and profitability of its business. The Board is confident
that the Group, through its unwavering efforts, can maximise shareholders’ value, enhance its
corporate image as well as its position in the E&M engineering and facility services
industries.

Currently, the E&M engineering segment in Hong Kong, which accounts for over 70% of the
Group's total revenue, remains the core business of the Group. While proud of its
performance in this segment in Hong Kong, the Group is striving to bolster its market
presence in other regions.

Driven by the increasing health and hygiene awareness in Hong Kong, the Group’s facility
services business being one of the top ranked players in the industry in terms of revenue, is
expected to have considerable growth potential in the years to come.

E&M Engineering Segment

1. Hong Kong
As the Hong Kong Government has unveiled a series of new policies and initiatives in
the public and infrastructure projects, the construction industry accounted for 4.9% and
5.1% of Hong Kong's total gross domestic profit in 2017 and in first quarter 2018
respectively. According to the construction expenditure forecast provided by the
Construction Industry Council, E&M construction works expenditure will amount to
over HK$24 billion for the public sector and over HK$26 billion for the private sector
over the next few years. Projects in these two sectors will together create a large number
of jobs, particularly crucial for Hong Kong in times of economic uncertainty.

Long-term Housing Strategy

The long-term housing strategy of the Hong Kong Government, as stated in the 2017
Policy Address, aims at continuing its ongoing efforts in increasing the land and
housing supply. According to the government projection, 460,000 residential flats will
be provided in the next decade including 200,000 public housing units, 80,000
subsidised-sale units, and 180,000 private housing units.

As at 2017, the proposed major public housing developments include those
developments at Lin Cheung Road in Sham Shui Po, Queen's Hill in Fanling, and Tuen
Mun Area 54. The proposed major subsidised-sale housing developments include those
developments at Ping Shan in Yuen Long and Sham Shui Po. In addition, the Hong
Kong Government has proposed the affordable “Starter Homes”, and planned to launch
a pilot scheme by the end of 2018 to provide about 1,000 residential units.

For private residential developments, according to the preliminary assessment of known
to have or soon to be started on disposed sites as at June 2017, it is projected that the
private sector will provide a historically high record of about 98,000 units in the coming

-38 -



three to four years. The proposed major private housing developments include those
developments at Kai Tak development area, Cha Kwo Ling, Pak Shek in Ma On Shan,
Pak Shek Kok in Taipo and Ap Lei Chau, together with railway property developments
including LOHAS Park Station, Wong Chuk Hang Station, Ho Man Tin Station, Kam
Sheung Road Station, etc.

New Development Frontiers

In addition, the Hong Kong Government is pushing full steam ahead with the new
development areas and the extension of new towns, including Kwu Tung North, Fanling
North, Tung Chung, Hung Shui Kiu and Yuen Long South, which are expected to
provide, all together, about 198,100 residential flats. The Hong Kong Government will
also examine the development of Tseung Kwan O Area 137 for residential and
commercial development and other relevant purposes.

Other Public Facilities & Infrastructure Developments

To prepare for the challenges brought by the aging population, the Hong Kong
Government earmarked HK$200 billion in 2016 for a ten-year hospital development
plan covering, among others, the redevelopment of Queen Mary Hospital, Kwong Wah
Hospital, United Christian Hospital and Kwai Chung Hospital, construction of a new
acute hospital at the Kai Tak Development Area and the redevelopment or expansion of
various hospitals such as the Tuen Mun Hospital Operating Block, Prince of Wales
Hospital, North District Hospital, Princess Margaret Hospital and Grantham Hospital.
The above projects will together provide 5,000 additional public hospital beds and 94
new surgical theatres in the next ten years. On top of the HK$200 billion invested in the
first 10-year plan, the Government has committed to an extra HK$300 billion capital
works programme to support the second 10-year hospital development plan, improve
the clinic facilities of the Department of Health, and upgrade and increase healthcare
training facilities. In addition, the Hong Kong Government has decided to finance the
construction of a Chinese medicine hospital in Tseung Kwan O in 20109.

To promote sport in the community and maintain Hong Kong as a centre for major
international sporting events, the Hong Kong Government will spend a total of HK$20
billion in the coming five years to launch 26 projects to develop new or improve
existing sports and recreation facilities. Besides, the Kai Tak Sports Park, the largest
sport project with an investment over HK$31 billion, is expected to be commenced in
end of 2018 and to be completed in 2022/2023.

Apart from the above, construction of the Shatin to Central Link, investment in the
West Kowloon Cultural District, urban renewal redevelopment projects, residential,
commercial and hotel developments in the Kai Tak Development Area, expansion of
convention and exhibition venues in Wanchai, HK$12 billion University hostel
development, construction of a third runway system, expansion of the existing
Terminal 2 in 2019 and the SKYCITY development projects at the Hong Kong
International Airport, the Lantau development projects associated with the Hong
Kong-Zhuhai-Macao Bridge, and the "Energising Kowloon East™" Initiative as a smart
city pilot area (including Kwun Tong redevelopment and the revitalisation of
industrial buildings) will definitely help boost the construction industry in Hong Kong
in the coming decade.
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Looming Challenges

Of course, the construction engineering sectors in Hong Kong are also facing a
multitude of problems and serious challenges. According to the forecast, there will be a
severe labour shortage of skilled workers in the E&M engineering services industry
over the next few years, which, coupled with the aging workforce, are going to push up
labour wages and hence construction cost. The filibustering in the Legislative Council
has delayed the award of new public works contracts, which adds to the rising
construction cost. The Group has thus strived to maintain a relatively stable workforce
and retain loyal staff members so as to preserve its competitiveness.

Extra low voltage (“ELV”’) Business

Regarding the ELV business, with more property developers adopting IT infrastructure
and advanced technologies in their projects to enhance building sustainability and
energy control, this presents good opportunities to generate business revenues and
profit in the ELV business segment. In early 2016, the Group set up an ELV division
which complements the work of the E&M engineering segment and provide valued
customers in the property development one-stop ELV service solutions - from concept
development to design and to commissioning.

Holding the Security Company Licence (Type Ill) governed by the Security and
Guarding Services Industry Authority (SGSIA) under the Security Bureau, the Group is
carrying out Installation, Maintenance, Repairing and Design of Security Systems. The
Group is also qualified on the Development Bureau's List of Approved Suppliers of
Materials and Specialist Contractors for Broadcast Reception Installation (BRI),
Burglar Alarm and Security Installation (BAS), and AEIl (Audio Electronics
Installation) for public works.

Since the establishment of the new ELV division, the Group has been awarded several
ELV projects including two residential projects on Sai Yuen Lane and Sheung Heung
Road, two public housing projects on Texaco Road in Tsuen Wan and Tung Chung
Area 27, an office development project at King's Road in North Point and an Aviation
Training Centre at Chek Lap Kok.

Looking ahead, the Group will keep working with vendors to customise those systems
according to the specific needs of customers, using advanced technologies such as
intelligent IP/IT-based and mobile Apps systems. The Group believes that with a highly
qualified and experienced staff and sound project management skills, it can fulfill its
commitment of delivering quality and professional services to all its valued customers.

Maintenance Services

As reflected in the statistics available, there are currently over 65% of the existing
buildings (approximately 42,000) in Hong Kong including 1,700 commercial buildings,
1,600 industrial buildings and 24,000 residential buildings aged over 20 years. Thus, the
maintenance section of the Group's E&M engineering services envisages a growing
demand for the term maintenance contracts from different prestigious commercial and
residential buildings, hospitals, the public sector and educational institutions seeking the
service of quality contractors to assist them in maintaining their properties in the best
possible shape. The Group expects an increase in revenue from fitting-out works,
system upgrade and replacement works following the implementation of the Mandatory
Building Inspection Scheme (MBI Scheme) on 30 June 2012. Large-scale alteration and
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addition and system retrofit works are also set to provide favourable returns to the
maintenance section.

More than 55% of Hong Kong's total annual energy end-use is in the form of electricity
consumption and buildings take up about 90% of our total electricity consumption. It is
imperative to reduce the use of electricity in buildings to help us combat climate change
and global warming. Following the implementation of the Building Energy Efficiency
Ordinance (Chapter 610 of the Laws of Hong Kong) in September 2012, Electrical and
Mechanical Services Department (EMSD) is also actively pursuing the cost-effective
program of "Retro-commissioning” to develop a scientific based optimisation scheme
and make continuous improvement to further encourage energy conservation works in
existing buildings. The Group expects favourable returns from the system upgrade and
replacement works to improve energy saving for building owners and the industry.

Building Material Trading

The Group's Building Material Trading section has also generated stable income. The
Group offers a wide variety of tiles imported from Europe to its customers at four retail
stores in Hong Kong and one in Macau. It also supplies E&M engineering equipment
and products including cast iron and stainless steel pipes and fittings, various gauges,
building automation systems, heating elements, ventilation and air-conditioning parts,
heat exchangers, filters, smoke and gas sensors, cables and busduct system etc. All of
these supplied building materials are sourced from a large number of suppliers in the
US, Europe, South East Asia and Mainland China in accordance with the related
distribution agreements or purchase orders that the Group has entered into with the
suppliers.

Way Forward

Moving forward, the Group will continue to focus on capturing large-scale projects
including design and construction contracts from the government, public infrastructure
works, hospital development projects, public rental and subsidised housing projects,
private commercial and residential building projects. The Group also targets to secure
more term maintenance contracts and alteration and addition works in the maintenance
service market.

Macau

At the end of 2017, there were 40 casinos, of which 22 were run by Sociedade de Jogos
de Macau, 6 by Galaxy Casino, 5 by Venetian Macau, 4 by Melco Crown (Macau), 2 by
Wynn Resorts (Macau) and 1 by MGM Grand Paradise with a total of 6,419 gambling
tables and 15,622 slot machines. The Macau gaming market has generated total gross
revenues of MOP 265 billion in 2017, about five times that of Las Vegas. As a result,
the construction and E&M engineering sectors in Macau performed very well in the
past few years. However, with substantial sizable casino projects completed in 2017 and
the flagging tourism and the gaming industry, the construction and engineering sectors
in Macau are expected to go through a stage of consolidation.

Nevertheless, there is a constant demand for renovation and improvement works for
hotels and casinos. In addition, the robust demand for public and private residential
housing, the development of Galaxy Macau Phase 3 and 4 (HK$43 billion investment),
Londoner Macao (HK$8 billion investment) and Studio City expansion, the
construction of the Islands District Medical Complex (invested over HK$10 billion),
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and the renewal of casino licences in 2020 and 2022 are expected to create emerging
business opportunities for the Group in the coming few years.

Ongoing Housing and Tourism Development

The Macau SAR Government has launched its first Five-year Development Plan and
initiated the reclamation project for New Urban Zone Area A and the Zhuhai-Macao
man-made islands in association with the Hong Kong- Zhuhai-Macao Bridge, which are
expected to provide land for 28,000 public housing units and 4,000 private housing
units. Conductive to the growth of its tourism industry, the city projected that it will be
able to offer 44,000 hotel rooms by 2019 versus 38,700 hotel rooms (115 hotels) in
March 2018.

Reinforcing Leadership in Gaming and Tourism
The positioning of Macau as a world exemplary tourism and leisure center addresses
that region's need for adequate economic diversification and sustainable development.
The Macau SAR Government is expected to keep track of the pace of development of
the gaming industry, and at the same time actively foster growth of integrated tourism in
the city by reinforcing its non-gaming facilities.

Mainland China

For this market, the Group has followed a disciplined business development approach
focusing on the provision of E&M services to major property developments of Hong
Kong and foreign investors. Apart from the two core bases in Beijing and Shanghai, the
Group has also established its presence in other first- and second-tier cities in Mainland
China such as Tianjin, Dalian, Shenyang, Chengdu, Wuhan, Changsha and Nanjing.

“One Belt, One Road” Initiative

In the 1990s and 2000s, the Group completed several projects in Southeast Asia
including Singapore, Thailand, Malaysia, Vietnam and the Philippines. In the advent of
China's "One Belt, One Road" initiative elaborated in her 13th Five-Year Plan, the
Group is actively seeking to participate in related construction and infrastructure
projects backed by the Asian Infrastructure Investment Bank (AlIB) in ten member
states of Association of Southeast Asia Nations (ASEAN).

Guangdong Pilot Free Trade Zones
In addition, the three rapidly developing Guangdong Pilot Free Trade Zones - Henggin,
Qianhai and Nansha will bring in new business opportunities to the Group.

Project Management Services

In recent years, the Group has been providing project management services in Mainland
China to an international exhibition centre development in Shenyang, two high-rise
building complexes in Tianjin and Guangzhou, and two commercial buildings in
Beijing. The Group firmly believes that due to its high market recognition and armed
with strong value-added E&M project management expertise in the areas of, among
others, integrated services coordination, coordinated services drawing production,
Building Information Modelling (BIM) techniques, project planning, quality assurance
and system testing and commissioning, the Group will be a preferred partner of foreign
and Hong Kong-based developers of high-end projects in Mainland China. Leveraging
its abundant E&M installation experience in Mainland China, the Group plans to extend
our E&M project management services to cover high-end projects in Mainland China so
as to generate an additional stable source of income.
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Environmental Management Services Segment

Increasing public awareness of the importance of sustainable environment has fuelled the
demand for environmental engineering services and products. The 2017 Policy Address for
Hong Kong highlights the Hong Kong Government’s determination to combat climate
change with a view to promoting energy efficiency, energy conservation and green building.
“Going green” is an obvious trend to the Group spurring a demand to provide customers with
total solutions for energy saving and the use of renewable energy and environmentally-
friendly technologies.

The Building Energy Efficiency Ordinance (Chapter 610 of the Laws of Hong Kong) enacted
in 2012 continues to support the business development of our environmental consultancy
services. Our seawater and fresh water treatment and odour removal products such as electro-
chlorination and biotech deodorisation systems respectively bring steady growth to our
environmental engineering segment.

Laboratory Services

With the growing public demand for better water quality, strict water control drives the
market demand for water quality testing services of our laboratory. Our laboratory has been
accredited by the Hong Kong Accreditation Service under the Hong Kong Laboratory
Accreditation Scheme (HOKLAS) since 2015, and can provide testing for fresh water inside
service, fresh water for the Quality Water Supply Scheme, Fresh Water Cooling Tower
Scheme, air quality laboratory analyses, environmental monitoring and baseline monitoring
and waste water monitoring. The Group continues to invest in state-of-the-art instruments and
offers clients reliable analytical testing services including physical, non-metallic, trace metals
and microbiological analyses. For instance, to address the enhancement measures launched
by the Water Supplies Department including the latest stagnation water sampling protocol
and testing for heavy metals in drinking water prompted by the earlier incident of excessive
lead found in drinking water, our laboratory uses a highly sensitive ICP-MS system to detect
trace levels of heavy metals in tap water samples. The laboratory service thus complements
the work of the E&M engineering and environmental engineering segments.

Waste Management

Public attention is also drawn to waste management and disposal as it has been announced
that municipal solid waste charging will be launched in Hong Kong in the second half of
2019 at the earliest with the aim to alleviate the tremendous pressure on landfills. Meanwhile
food waste represents the major constituent of municipal solid waste used for landfill in Hong
Kong, therefore reducing food waste disposal is essential for effective waste management.
The Group has an automated odour-free food waste processor available in a wide range of
sizes to provide a total solution in converting food waste into environmentally-safe water
effluent.

Technology Development

The Group is actively working with strategic partners and vendors to invest in strengthening
our technological capabilities with a focus on air, water and waste treatment. At present, the
Group had collaborated with Nano and Advanced Materials Institute Limited (“NAMI”) to
invest and develop nano-bubble technology which converts ordinary air and water into a
strong oxidising fluid and solid waste technology.
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Facility Services Segment

1. Cleaning Services

New Business Opportunity

Market players currently aim at seeking the business opportunity for food waste management
and disposal service as the Organic Resources Recovery Centre (ORRC) which located at Siu
Ho Wan of North Lantau will be opened to operations in September 2018. The Group is one
of registered food waste collectors approved by Environmental Protection Department to
transport food or organic wastes to this ORRC. To comply with EPD recycling policy,
government or semi-government organisations, public utilities and private enterprises will
launch more outsourcing services in food waste collection services for their properties.
Through our professional and well equipped fleet, our waste management team is actively
participating in this service market segment bringing in a new business opportunity to the
Group.

Business Development

According to the practices of cleaning service industry, thousands of tenders and quotations
are released to the market year to year generated billions of contract sums from private and
public clients to various cleaning service providers. Under the fierce competitive service
market, the Group strives to maintain the existing service contracts in a higher ratio and
explore more new businesses from different market segments with its competitive
advantages. Moving forward, the Group will focus on high-end market including premier
office towers and hotel facilities. We definitely have competitive advantage in gaining these
kinds of contracts resulting for good reputation with higher returns to the Group.

2. Laundry
In FY2019, we continue to intensify our focus on key accounts, ensuring the customer
satisfaction and the sustainable growth in our business.

The international theme park client has announced a multi-year development plan from Year
2018 to 2023, including new shows and theme areas expansion. Our 40-year technical
expertise and large scale facility can fulfill their increase in number of staff, newly designed
costumes and theme attractions. It is notable for us to forecast continuous increment for this
scope, and service revenues will steady increase in coming years.

In addition, NCL has invested in advanced packing machinery and innovative garment
tracking technology for certain key clients. These value-added equipments not only enhance
our operational efficiency, but also boost the asset management ability for our clients.

NCL also stays alert to new trends and fully heads into Green Laundry. NCL uses
biodegradable detergents and recycled exhaust air and water, recyclable packaging material
in its operation. All machines are high efficiency. With the ISO 50001 Energy Management
certification, NCL is committed to building a sustainable environment as well as achieving
the highest energy efficiency. As the green awareness is increasing, we foresee a growth in
our new business with the environmentally conscious international hotels and large
corporations.

The industry is currently facing the challenge of labor shortage. NCL provides training
programs and succession plans to keep the expertise.
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Conclusion

As the Group can provide a comprehensive range of E&M engineering, environmental
management services and facility services and run well-established E&M engineering
operations in Hong Kong, Mainland China and Macau, it is ready to grasp the ample business
opportunities that the different above-mentioned infrastructure and large-scale projects are
expected to bring. We shall endeavour to maintain a strong financial position to stay poised
for new investment as well as exploring for alternative business opportunities as and when
they arise.

FINAL DIVIDEND

The Board has resolved to recommend a final dividend of HK13.3 cents (2017: HK8.1 cents)
per share for the year ended 30 June 2018 to the shareholders whose names appear on the
register of members of the Company on 7 December 2018. The proposed final dividend, if
approved at the forthcoming annual general meeting (“AGM”) of the Company, will be paid
on or about 14 December 2018. Together with the interim dividend of HK7.8 cents (2017:
HK?7.4 cents) per share paid in March 2018, total distribution of dividend by the Company for
the year ended 30 June 2018 will thus be HK21.1 cents (2017: HK15.5 cents) per share,
representing a dividend payout ratio of 50.2% (2017: 40.1%).

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed as set out below for the following
purposes:

(i) For the purpose of determining shareholders’ eligibility to attend and vote at the 2018 AGM:

Latest time to lodge transfer documents for registration 4:30 pm on 23 November 2018
- Closure of register of members 26 to 29 November 2018
- Record date 29 November 2018
- AGM date 29 November 2018

(if) For the purpose of determining shareholders’ entitlement to the final dividend:

- Ex-dividend date 4 December 2018
- Latest time to lodge transfer documents for registration 4:30 pm on 5 December 2018
- Closure of register of members 6 to 7 December 2018
- Record date 7 December 2018
- Dividend payment date on or about 14 December 2018

During the above closure periods, no transfer of shares will be registered. To be eligible to
attend and vote at the 2018 AGM and to qualify for the final dividend, all properly completed
transfer forms accompanied by the relevant share certificates must be lodged for registration
with the Company’s branch share registrar and transfer office, Tricor Investor Services
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than the
respective latest time specified above.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company is committed to maintaining high standards of corporate governance to
safeguard the interests of its shareholders and enhance the corporate value of the Group. The
Company has applied the principles of the corporate governance code (the “Corporate
Governance Code”) contained in Appendix 14 to the Listing Rules to its corporate
governance structure and practices. Throughout the Year, the Company had complied with all
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the code provisions set out in the Corporate Governance Code, with the exception of code
provision E.1.2.

Code provision E.1.2 requires the chairman of the board to attend AGM. Dr. Cheng Kar
Shun, Henry, the Chairman of the Board, was unable to attend the 2017 AGM of the
Company held on 29 November 2017 due to other important engagement. Mr. Lam Wai
Hon, Patrick, the Vice-Chairman of the Board, who took the chair of the 2017 AGM, together
with members of the Board who attended the meeting, were of sufficient caliber for
answering questions at the 2017 AGM.

REVIEW OF ANNUAL RESULTS BY AUDIT COMMITTEE

The Audit Committee of the Board was established for the purposes of, among other things,
reviewing and providing supervision over the Group’s financial reporting process and
internal controls. It currently comprises four independent non-executive directors of the
Company. The Audit Committee has reviewed the Group’s audited consolidated financial
statements for the year ended 30 June 2018, including the accounting principles and practices
adopted by the Group.

The figures in respect of the Group’s consolidated statement of financial position,
consolidated income statement, consolidated statement of comprehensive income and the
related notes thereto for the year ended 30 June 2018 have been agreed by the Group’s
auditor, PricewaterhouseCoopers (“PwC Hong Kong”), to the amounts set out in the Group’s
audited consolidated financial statements for the Year. The work performed by PwC Hong
Kong in this respect did not constitute an assurance engagement in accordance with Hong
Kong Standards on Auditing, Hong Kong Standards on Review Engagements or Hong Kong
Standards on Assurance Engagements issued by the HKICPA and consequently no assurance
has been expressed by PwC Hong Kong on the preliminary announcement.

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

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

On behalf of the Board of
FSE Services Group Limited
Lam Wai Hon, Patrick
Vice-Chairman

Hong Kong, 26 September 2018

As at the date of this announcement, the Board comprises Dr. Cheng Kar Shun, Henry (Chairman)
and Mr. Wong Kwok Kin, Andrew as non-executive directors, Mr. Lam Wai Hon, Patrick (Vice-
Chairman), Mr. Poon Lock Kee, Rocky (Chief Executive Officer), Mr. Doo William Junior Guilherme,
Mr. Lee Kwok Bong, Mr. Soon Kweong Wah and Mr. Wong Shu Hung as executive directors, Mr.
Kwong Che Keung, Gordon, Mr. Hui Chiu Chung, Stephen, Mr. Lee Kwan Hung and Dr. Tong Yuk
Lun, Paul as independent non-executive directors.
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