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MISSION f{s#6n

We are committed to creating value for stakeholders by
providing comprehensive and innovative solutions that
achieve high quality results.
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SIGNIFICANT EVENTS OF THE YEAR

RFAEOR

Received the Manpower Development
Scheme - Outstanding Award for Employers
by the Employees Retraining Board.
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Beﬂfl!m' Safety Management Award Forum and Award Prese
3 L x |

Won silver and merit awards in the 6th Best Property
Safety Management Award.
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Provision of facility management services
to The Ping Shan Tang Clan Gallery cum
Heritage Trail Visitors Centre.
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Won two merit awards in the Hong Kong Outstanding
OSH Employee Award.
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Awarded the annex works
at 25 Man Fuk Road in
Homantin for Cognita.
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Provision of property management services
for Boland Court Phase 1 and Phase 2 in
Kowloon Tong.
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Awarded a fitting-out and woodware works
contract of Chow Tai Fook’s experience store at
K11 MUSEA in Tsim Sha Tsui.
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SIGNIFICANT EVENTS OF THE YEAR
MFEARNSORE

Set a record high by receiving 261 security,
property and training awards from various
regions, of which the New Territories North
topped others as it alone attained 220 awards.
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Won five safety awards in the 20th Construction
Safety Forum and Award Presentation.
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Awarded a property management services contract of
Wisdom Court in Mid-Levels West.
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SIGNIFICANT EVENTS OF THE YEAR
MERNSORE

Awarded mats and rugs supply and
installation contract for The Silveri Hong
Kong — MGallery.
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Awarded a car park management services contract of
Ming Yuen Mansions Phase 1 & Phase 2 Car Park.
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Received three awards in the Hong Kong
Construction Association Construction Safety Awards

Presentation Ceremony.
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Provision of car park management services to Wealth
Commercial Centre Car Park.
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Hong Kong Construction Association
Provision of asset management services for Jinan = o .
. Construction 1SEl
= Ceremo

26 August 2019

Sijian Construction Transportation Business Project.
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Provision of term concierge personnel services for

Elements.
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Appointed as the DMC manager of T-Plus in Tuen Mun to
provide property management services.
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Awarded of re-layout works for shop units 401-402 &

Provision of property management services to Serene
501-502, Telford Plaza.
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Garden in Tsing Yi.
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SIGNIFICANT EVENTS OF THE YEAR
MEARNSOR

Awarded as Manpower
Developer by The Employees
Retraining Board for ten

consecutive years. = . |1
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Recognised as MPF Good Awarded two property management support services
L/ Employer by The Mandatory (PMSS) contracts by The Link Asset Management
< Provident Fund Schemes Limited covering about 50 shopping centres, car
fm M"fmp'm' Authority. parks & cooked-food stalls.
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Synergis’ novel homemade portable flood Provision of security and car park

alarm won the “Best Project Presentation management services to Olympic House

Award” in the Quality Improvement and located at 1 Stadium Path, So Kon Po,
Experience Sharing Convention (QIESC). Causeway Bay.
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Awarded ATL Warehouse Floor Lobbies Renovation Awarded the operations management services
Package 3 (Phase 2) contract. contract of Kimberley 26 Carpark in Tsim Sha Tsui.
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Provision of car park management services to OTB
Building Car Park.
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CHAIRMAN'S STATEMENT
ERHS

Chairman, Mr. Kingston Chu Chun Ho
TR REERE

Dear Shareholders,

On behalf of the Board of Directors (the “Board”) of Synergis Holdings
Limited (the “Company” or “Synergis”), | am pleased to present to you
the annual performance of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2019 (the
“Reporting Year”).

The Group recorded total revenue of approximately HK$1,569.3
million for the Reporting Year which was very similar to that of last
year. Although there was minor decrease of approximately 5.1% of
our gross margin in the challenging year with unstable social and
economic situation, the Group recorded a profit attributable to
Shareholders of approximately HK$37.6 million for the Reporting Year
as compared with a loss attributable to Shareholders of approximately
HK$160.0 million for the year ended 31 December 2018. Such
turnaround from loss to profit of the Group was mainly attributable to
the non-recurrence of the exceptional items of approximately
HK$187.2 million including impairment loss on goodwill related to our
interiors and special projects business (the “ISP Business”), the
provision for the receivables and contract assets mainly related to
Hsin Chong Group Holdings Limited (“Hsin Chong”), both of which
were recognised in 2018 as well as appropriate cost control
measures in 2019.

SYNERGIS HOLDINGS LIMITED
2019 Annual Report

HRAMR

AANERRARERERAR([ARRIXIF
gHEFS(EFEDR BTITMAZHRAR
AINEME AR (5 [ ANKE ) BE2019F
12A31ALEFE((HREFENFERR -

AEERBEFEHRSRAREZDBE
1,569,300,000 7T * ¥ K FKF o ARF
EEERH  HEMMEERRTE  SEF=X
L TRBEAI5.1%  AEBRHKEFEHER
BB (R 3% FI| 49 78 %5 37,600,000 7T - HEELEE
2018 12 A1 HILFE R AR R E(LEIBLY
75 160,000,0007C - AEEEEARTITE
BERTBERZBEREBNBE
187,200,0007T ' BEZTRNEMHLEKRIEE %
BUEREMMERIEE %25 ) BEmERE
B8 TEEFEEBIERERAFT(FE]D
EANERERREGVEERE(WMEAR
2018 FHER) K 2019 F M & A AN ES IR HE 1 ©



Property and facility management (the “PFM”) business maintained a
stable performance and manages over 82,000 residential units and
7.6 million square metres of residential, commercial and industrial
facilities of nearly 330 PFM projects in Hong Kong and China as of
2019. We remain as one of the leading independent PFM service
providers in Hong Kong due to our ability to offer one-stop-shop
services to customers with our strength to proactively making
improvement in our services in property management, facility
management and asset management. Our PFM business continued
to be the key profit contributor of the Company as in the past. The
management teams of PFM business continuously put unremitting
efforts in 2019 especially for hitting the new high of contracts
awarded and almost doubled the operating profit to HK$43.6 million
from the last year. The Company saw the best result since 2015 in
terms of operating profits. Another stream of income was contributed
by ISP Business. ISP Business continued to contribute over half of
the total revenue of the Group and still contributed operating profit of
HK$10.0 million which similar with that of last year. ISP Business
currently has 9 major projects on hand with new contracts
replenishment amounting to approximately HK$300 million for the
year. Keen competition in the market and a continued rise in
operating costs in latter half of 2019 under unstable environment,
have had some impact on our financial results but | am confident
Synergis can overcome these challenges with our steadfast
commitment to high quality service and professionalism.

PFM business in Hong Kong achieved a satisfactory result on
business development last year. We got new contracts with a
contract sum of over HK$300 million including a few significant new
contracts with our long-term service partners, Link Asset
Management Limited (“The Link”) and MTR Corporation Limited
(“MTR”) to provide the Property Management Support Services
(“PMSS”) for shopping centres, car parks and cooked-food stalls for
Kowloon Central and the New Territories under The Link and term
concierge personnel for Elements under MTR. Subsequent to
Reporting Year, we got another about HK$100 million new contracts
including several 3-year contracts from The Link for the provision of
Fitter Services Term Maintenance for the Kowloon Central, Kowloon
West, Tusen Wan and the New Territories. We become one of the
largest property and facility services providers of The Link.
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CHAIRMAN'S STATEMENT
ERRS

Besides, ISP Business also made some progress on business
development and awarded over 20 new contracts during the
Reporting year with the significant contracts such as a construction
project for Cognita Annex Works in Ho Man Tin, renovation works for
ATL warehouse in Kwai Chung, renovation works at Fung Tak Market
under The Link, re-layout works for shops in Telford Plaza Il under
MTR. The strength and capability in managing large-scale projects
reinforced by our competent and professional teams are widely
recognized.

As reported in the past years, the Company made provisions of the
amounts including receivables and contract assets with Hsin Chong
which substantially affected the financial performance of the Company
and we delivered a petition (the “Petition”) to the Court of First
Instance of High Court of Hong Kong (the “High Court”) against Hsin
Chong on 18 January 2019 so to recover the outstanding debts.
Please be informed that a winding up order has been made against
Hsin Chong in January 2020 by the Supreme Court of Bermuda in its
place of incorporation in Bermuda. The recoverability of doubtful
debts in future seems remote under the Petition.

On the other hand, the Company received a writ of summons issued
in the High Court by QBE Hongkong and Shanghai Insurance Limited
(“QBE”) on 23 January 2020 against the Company for a claim for
approximately HK$34.2 million in aggregate given rise to under the
third parties Loss Retention and Indemnification Agreement (the “LRA”)
signed together with Hsin Chong (in which the Company is not
responsible for part involving Hsin Chong), which concerns the
employee compensation insurance policy providing coverage to our
ISP Business during period from 9 November 2014 to 31 March 2016.
In the opinion of the Directors of the Company, it is premature to
predict the outcome of the claim against the Company. The Company
is seeking legal advice in respect of the proceeding and would defend
its position. We would like to share more details of the Group's
performance, financial position and key operation issues for the year in
the following section “Management Discussion and Analysis”.

The Group always implements Total Quality Management which
covers all aspects of our operations, and constantly seeks to improve
the quality of our services, creating value for stakeholders through
comprehensive and innovative solutions as our further mission. The
awards we have won over the years attest to the wide recognition we
have received for our dedication. With numerous awards received
across industry, occupational safety and health, human resources and
technological innovation fields, 2019 was a fruitful year for Synergis.
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Taking into account of the financial results, the Group’s available cash
reserves and working capital requirements, the Board resolved not to
declare final dividend for the Reporting Year (31 December 2018: Nil).

Stepping into 2020, we expect the local economy remains
challenging, with lingering public order events and the coronavirus
outbreak. In the midst of economic uncertainties, we would capture
the opportunities of our businesses with our strategic focus and strive
to maintain a continuous business growth. Both PFM business and
ISP Business are well positioned for long term growth. Taking
appropriate measures on risk management and continue to monitor
the financial position of the Company, trust we can overcome the
difficulties arising from the environment with leveraging its solid
foundation and committed management team.

Aligning our values of customer-focus, integrity, teamwork, innovation
and pursuit of excellence, sustainability is a core focus of our
business strategy. We are committed to proactively making
improvements in its quality of services with the aim to enhance
customer satisfaction. The Group is cautiously optimistic about the
outlook of both businesses with continuing challenge and
uncertainties in 2020.

On behalf of the Board, | would like to express my most sincere
gratitude to our Directors and dedicated team for their unwavering
commitment and passion for the business over the past years and
have put forth in driving the Group towards sustainable development.
| would also like to sincerely thank all our valued service providers,
business partners as well as our shareholders for their continuous
support.

Kingston Chu Chun Ho
Chairman

Hong Kong, 24 March 2020
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MANAGEMENT DISCUSSION AND ANALYSIS
SR [E515m M 1l

FINANCIAL OVERVIEW
HBEHRE

Profit/(Loss) Attributable to Shareholders

HKS$' million Hﬁ%ﬂgfﬁ?ﬁ*”/ (&518)
BEEHT

100

O,,_I_I_‘L

-50

-100
-150
-200
2015 2016 2017 2018 2019
Profit/(Loss) Attributable
to Shareholders 55.3 (39.5) (54.4) (160.0) 37.6
A% SR FE (R F, (598D
Operating Expenses
fed=lisha
HK$' million
BEEET
150
w\
100
50
0
2015 2016 2017 2018 2019
Operating Expenses
SR 110.8 126.5 150.9 127.3 98.8
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MANAGEMENT DISCUSSION AND ANALYSIS

SR8V MM DT

Change
HK$’million BEBEET 2019 2018 Amount %
S
Revenue W= 1,569.3 1,533.0 36.3 1 2.4%
Gross profit EF 142.4 150.1 (7.7) | 5.1%
Gross profit margin E = 9.1% 9.8% - | 0.7%
Operating expenses LERY (98.8) (127.3) 28.5 | 22.4%
Operating profit before BREFRRIE B Al
exceptional items £ S| 43.6 22.8 20.8 1 91.2%
EBITDA/(LBITDA) BRER - B HEA
BH/(BRER -
FERBEEE) 71.6 (31.4) 103.0  1328.0%
Profit/(loss) attributable to R EEEF,(BE)
Shareholders 37.6 (160.0) 197.6 1 123.5%
Basic earnings/(losses) per share  GRERZEF],(BE)
(HK cents) (BEAL) 8.8 (37.7) 46.5 1 123.3%

The Group reported consolidated revenue of approximately
HK$1,569.3 million and gross profit of approximately HK$142.4
million for the Reporting Year, which were very similar to those of
2018. Due to the keen competition and rising costs, the gross profit
has been inevitably reduced by 5.1% to approximately HK$142.4
million with minor drop of 0.7% on the gross profit margin. Following
a series of appropriate and successful cost control measures
implemented during the Reporting Year, the operating profit before
exceptional items has been increased by 91.2% to approximately
HK$43.6 million. Earnings per share was 8.8 HK cents (2018: losses
per share was 37.7 HK cents).

The Group recorded a profit attributable to Shareholders of
approximately HK$37.6 million for the Reporting Year as compared
with a substantial loss attributable to Shareholders of approximately
HK$160.0 million for the year ended 31 December 2018. Such
turnaround from loss to profit of the Group is mainly attributable to
the following non-recurrence of impairment loss recognised in 2018
and the appropriate cost control measures taken in 2019:

(@  the impairment loss on goodwill related to the acquisition of ISP
Business in late 2012 of approximately HK$116.8 million;

SYNERGIS HOLDINGS LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

(b)  the provision for the amounts including receivables and contract
assets of approximately HK$70.4 million, the majority of which
was related to several ISP contracts with Hsin Chong; and

(c) the operating expenses reduced by 22.4% to approximately
HK$98.8 million following the adoption of a more cost
conscious approach in monitoring the operating expenditure
and the improvement in operating efficiency in 2019, which
represented 6.3% of the reported revenue and 2.0% reduction
as compared to that of last year.

Reference is made to the interim report of the Company for the period
ended 30 June 2019. In view that the financial position of Hsin Chong
continued to worsen as reflected by its recent announcements and a
winding up order has been made against Hsin Chong in January
2020 by the Supreme Court of Bermuda in its place of incorporation
in Bermuda. Accordingly, whatever debts owed to the Group by Hsin
Chong may now be claimed only by way of filing proof of debts
against Hsin Chong as a non-Hong Kong company in the Hong Kong
Special Administrative Region with the Official Receiver’s Office, if
allowable, or such similar steps in the place of incorporation of Hsin
Chong in Bermuda.

Further, in respect of the portion of the debts owed to the Company’s
subsidiaries by Hsin Chong Construction Company Limited and Hsin
Chong Construction (Asia) Limited, the subsidiaries of Hsin Chong, take
notice that our Company’s subsidiaries have also joined as supporting
creditors in other separate winding up proceedings against such
subsidiaries of Hsin Chong by other third parties. Meanwhile, the hearing
for the petitions have been further adjourned to June 2020 (subject to
the actual resumption date of the High Court). The Company is seeking
legal advice as to actions it may take to protect its rights, and will make
further announcements as and when appropriate.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEER=RENE NS

BUSINESS REVIEW AND PROSPECTS

Business Overview

The Group saw the best results since 2016 in terms of profit

attributable to Shareholders of approximately HK$37.6 million

this

Reporting Year. PFM business and ancillary business (the “Ancillary
Business”) (collectively, the “PFM Business”) remained stable in
revenue and gross profit, and continued to maintain its solid market
position whilst ISP Business has contributed over half of the Group’s

RBEERATR
EBHME

RNEBRBE016FARNRELELE  RE
FERR R FEAE 5 F) B 4078 % 837,600,000 7T ° ¥
ENEBEEERREDES(HPHEBKD
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revenue.
Revenue W% Gross Profit & Fl
HK$ million HKS$ million
EHE BT W E BT

130.3, 8%

PFM — Hong Kong

PFM —

China

Yy

MERBBEE BB MmER

Interiors and Special Projects

ERERMRISHRER

Profit attributable to Shareholders attained approximately
HK$20.5 million in the first half year of 2019, mainly due to the
improvement in operating efficiency through advanced
technology and implementation of successful cost control
measures.

Our business growth in the latter half of 2019 was a bit slowed
down, but still achieved profit attributable to Shareholders of
approximately HK$17.1 million, mainly due to ongoing public
order events which had led to additional costs to cover overtime
payment and the enhancement of staffing for our PFM Business
and the completion of significant contract with uplift on margin
in the first half of 2019 together with more staffing charged to
overheads once completion of projects for our ISP Business.
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MANAGEMENT DISCUSSION AND ANALYSIS

PFM Business of the Group has successfully increased its
operating profit by 81.0% to HK$42.0 million over last year. This
business segment’s portfolio leaped into a new milestone with
the award of three significant new contracts, covering about 50
shopping centres from The Link and an A-grade MTR shopping
mall, with a total contract sum of approximately HK$250 million.

China business had successfully turned around in 2019 with the
effective resource relocation strategy implemented in the year
before.

Ancillary Business remained strong with an increase of revenue
by 11.5% to HK$130.3 million as compared to that of last year
and a huge jump of operating profit from HK$4.9 million to
HK$9.2 million through effective cost control measures.

Due to the completion of several key contracts and fewer new
contracts under the economic downturn during the Reporting
Year, the gross profit of ISP Business reduced by 6.8% from
HK$54.2 million in 2018 to HK$50.5 million.
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MANAGEMENT DISCUSSION AND ANALYSIS
ERED=ENE Y Al

MERRBEEEHRERKMNIFIRIAR X
BEEBZE12A31 ANSEFENATSEHH
RERE Y TEEEFRER - ARBURR

The operating results for the respective year ended 31 December of
PFM and ISP Businesses in the following sections excluded the
exceptional items, being the impairment of receivables, credit loss

and the recovery of doubtful debts, which were immaterial to the JBE - EEEERKEERSE ERNFRHEE
results for the years. TEKX -
Revenue Operating Profit/(Loss)
i "R/ (BR)
Change Change
#5 #5
HK$' million BEHETL 2019 2018  Amount % 2019 2018 Amount %
2E  AYH 28E  Ask
PFM NERRBER
— Hong Kong - &8 5915 5485 430 17.8% 31.9 26.7 52 119.5%
Ancillary Business WEEH
— Hong Kong - &% 1303 1169 134 1 115% 9.2 49 43 187.8%
PFM Business MERRBEEEK
— Hong Kong - &8
Sub-total /et 721.8 665.4 56.4 1 8.5% 411 31.6 95 130.1%
PFM MERZEER
— China — FH 9.4 28.1 (18.7) | 66.5% 0.9 (8.4) 93 1110.7%
PFM Business MERZBEEER
Sub-total et 731.2 693.5 377 154% 42.0 23.2 18.8 | 81.0%
ISP Business EREMRISHIER
E3) 838.1 839.5 (1.4 ] 02% 10.0 8.9 1.1 112.4%
Corporate Overheads THER - - - - (8.4) ©.3) 09 197%
Total st 1,569.3 1,533.0 363 124% 43.6 22.8 208 191.2%

REREFE . &8 A B2018F 498 1
22,800,0007C KX 1@ & MO1.2%ZE # & ¥

The operating profit saw a remarkable increase from approximately
HK$22.8 million in 2018 to approximately HK$43.6 million for the
Reporting Year, representing 91.2% increment, thanks to our  43,600,0007T * Mt JvEA KL E 69 % 18 553
extensive management expertise and quality professional REZEXESEER  BESASREHK
management practice, coupled with extensive application of &

innovative technologies.
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MANAGEMENT DISCUSSION AND ANALYSIS

Property and Facility Management Business
Property and Facility Management

Synergis has successfully sustained the growth of PFM Business in
2019 and remained one of the market leaders with over four decades
of extensive experience. The Group maintains a diverse portfolio for a
wide spectrum of clients including government, corporate clients,
public institutions and private clients. The scope of service includes
but not limited to government departments, large-scale public
facilities, transportation systems, airport cargo terminals, education
institutions, hospitals, commercial and industrial properties, shopping
malls, public housing estates, private housing and car parks, etc.

Operating Profit/(Loss)
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MANAGEMENT DISCUSSION AND ANALYSIS
ERED=ENE Y Al

Hong Kong

Leveraging our rich management experience, exceptional talents and
leading-edge innovative technology, we are capable of providing the
most appropriate “one-stop-shop” solutions to our clients and earning
their trust. During the Reporting Year, we were awarded over 30 new
contracts with a total contract sum of over HK$300 million. Among
those, the following three significant new contracts with a total
contract sum of approximately HK$250 million were from our long-
term business partners, The Link and the MTR:

. PMSS for Shopping Centres, Car Parks & Cooked-Food Stalls
(Tin Shui Wai & Tuen Mun);

o PMSS for Shopping Centres, Car Parks & Cooked-Food Stalls
(Kowloon Central, Sham Shui Po, Homantin & Tsz Wan Shan);
and

. Provision of Term Concierge Personnel for Elements

The intake of about 50 Link’s shopping centres and an A-grade MTR
shopping mall increased our scope and coverage of the market. Our
business portfolio also leaped into a new milestone remarkably.

Subsequent to the Reporting Year, we were awarded several 3-year
contracts of provision of Fitter Services Term Maintenance for The
Link’s shopping centres, car parks, markets and cooked-food stalls.
With those newly awarded contracts, we became one of the largest
property and facility services providers of The Link’s retail facilities
and car park portfolio.

Another significant contract awarded following the Reporting Year
was a 3-year contract of provision of property management services
to the Independent Commission Against Corruption Building.
Together with other minor contracts awarded after year end, our
Group have altogether been new contracts with total contract sum of
over HK$100 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Reporting Year, we have deployed our expertise and
experience to progressively expand our car park business. We have
launched a new brand “Synergis Parking” in late 2019 to increase our
brand awareness in the car park industry. We were awarded four new
car park contracts resulting in the increase of our managed parking
spaces by over 400 in 2019.

Subsequent to the Reporting Year, we were further awarded a 3-year
car park management contract for three car parks, namely Western
Garden, Mount Verdant and Terrace Concerto of the Hong Kong
Housing Society.

At present, we are managing over 20,000 car parking spaces
throughout Hong Kong. These include the car park spaces in West
Kowloon Station of High Speed Rail’'s Hong Kong Section and The
Link’s car park projects in New Territories East and New Territories
West.

We have gained recognition from the public, proven by the new
contracts awarded during the year and achievement of over 90% of
contract retention rate with an increase of service fee.

In spite of the economic downturn and ongoing public order events in
the latter half of 2019, our revenue has still increased by 7.8% to
approximately HK$591.5 million and the operating profit has
increased by 19.5% to approximately HK$31.9 million for the
Reporting Year as compared with last year. With the steady growth in
revenue and the effect of cost reduction after improved operating
efficiency, the results in 2019 was encouraging. We succeeded in
reducing the operating expenses substantially by 18.9% to
approximately HK$30.4 million. The Group is able to maintain its
competitiveness in the market with quality services offered to our
clients. We strive hard to expand our business under keen
competitive environment and exercise appropriate cost control
measures to sustain our profit margin. With our stable and unique
market position, we will continue to retain our current portfolio whilst
exploring opportunities in commercial and operational facilities in the
territory. In 2020, the Group will continue to sustain the business and
carry on the stringent cost control practice to combat challenges
under the uncertain economic situation.
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MANAGEMENT DISCUSSION AND ANALYSIS
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China

In 2019, our China business had turned around with the effective
resource relocation strategy implemented in the year before. The
team has successfully obtained a 3-year asset management services
contract (including business positioning, technical support
consultancy, leasing and operation management) for Jinan Traffic
Centre which is a commercial complex developed by Jinan Sijian
Construction Group, a famous developer in Shandong Province.
Located in the heart of Tiangiao District of Jinan City, Jinan Traffic
Centre project is a commercial development with 340,000 square
metres comprising top-grade office, residential buildings, shopping
centre and deluxe hotel. The project works was commenced in
August 2019.

Stepping into 2020, in view of keen competition and market
saturation in first-tier cities, the team will further explore opportunities
in second-tier cities like Jinan and Chengdu. After initiating
consultancy work for Jinan Traffic Centre project, significant future
income will be expected to generate in next two years in view of good
relationship with clients. Besides, the team has started business in
Chengdu following the award of a business positioning contract for a
new shopping mall from a famous developer in Chengdu in late
February 2020. With strong commitment from the management team,
we are confident to improve the profitability of our China PFM
business in near future.

Ancillary Business

Synergis has developed the Ancillary Business over the years to offer
comprehensive value-added services, including integrated
procurement, laundry, cleaning, security, maintenance and technical
support services, to our clients. Despite these businesses have
always been in a supportive role to our core PFM business, the
Ancillary Business have brought themselves to grow with their market
potential, proven with the dazzling result this year. Ancillary Business
recorded a steady growth with an increase of revenue by 11.5% to
approximately HK$130.3 million and also an increase of gross profit
by 8.8% to approximately HK$23.6 million as compared to that of last
year. With the effort putting into improve the operating efficiency in
result of 13.8% of overheads saving from last year, a huge jump of
operating profit from approximately HK$4.9 million last year to
approximately HK$9.2 million was achieved. The result was
satisfactory and encouraging. All in all, the Ancillary Business has well
developed and contributed over 20% of the operating profit of PFM
Business this Reporting Year, especially the credit putting to our
cleaning business. It revealed the advancement of service provision
and active expansion of various business portfolios with strong
commitment of the new management team.
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MANAGEMENT DISCUSSION AND ANALYSIS

Being the major revenue contributor to Ancillary Business segment,
the cleaning business has obtained around 30 new contracts with a
total contract sum of over HK$30 million in 2019. Our cleaning
business has further enlarged its client base in public and private
estates, residential, industrial and commercial buildings, education
institutions, shopping malls, hotels and service apartments. Major
contracts in 2019 include:

o Serviced apartments: Mori Mori and The Unit

o High-end/luxury residential properties: Hong Lok Yuen and Fair
Way Garden

o Residential estates: Ching Wah Court and Tsz On Court Block
B On Hong Court

o Newly completed residential properties: The Carmel

. Commercial properties: Tower 125 and Tung Che Commercial
Centre, both under the Tung Wah Group of Hospitals

. Education institutions: Pentecostal Yu Leung Fat Primary
School, Yaumati Kaifong Association School, and Hong Kong
Baptist University Senior Staff Quarters

We saw great development potential of the Ancillary Business and will
expand the business progressively. The business team will keep on
expanding its client base and look forward to offering more
comprehensive supporting services to its clients.

Interiors and Special Projects Business

As another key business arm of Synergis, ISP Business provides one-
stop ISP services including planning, design, consultancy, project
management, new build and alteration and addition works, repair and
restoration of historic buildings work, curtain wall, sourcing services,
etc. to its local and overseas customers.

During the Reporting Year, the total revenue and operating profit of
ISP Business recorded approximately HK$838.1 million and
approximately HK$10.0 million respectively. The revenue was
approximate to that of 2018 with 12.4% increment in operating profit.
The management of ISP Business took a cautious approach last year
to monitor operating expenses and such effective cost control
measure has uplifted the operating profit although minor reduction on
gross profit was recorded.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Despite the increasing competitive environment of the industry, the
total outstanding workload for contracts on hand as of 31 December
2019 was approximately HK$680.0 million. During the Reporting
Year, we were awarded several new major contracts with a total
contract sum of approximately HK$300 million. The key projects
include:

. Cognita Annex Works at 25 Man Fuk Road in Homantin;

. Main Contract for Renovation Works at Fung Tak Market in
Diamond Hill;

. Proposed Alteration and Addition Works at Kam Tai Shopping
Centre in Ma On Shan;

. ATL Warehouse Floor Lobbies Renovation Package 3 (Phase 2)
contract; and

. Re-layout Works at some shops in Telford Plaza Il, Kowloon
Bay

Affected by ongoing public order events, Hong Kong’s property
market has weakened since the latter half of 2019. Construction
projects and property sales have slowed down as developers and
investors took a more prudent business approach. At the same time,
the local operating environment, in particular retail and hotel
operations, has weakened. All these have inevitably affected our ISP
Business. We continue to strive for the growth of the ISP Business
through staying focus on the key development sectors including
fitting-out, alteration and addition, renovation, etc. With the team’s
commitment to excellence, we are looking for an improvement of our
overall business performance in the near future.
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MANAGEMENT DISCUSSION AND ANALYSIS

Outlook of the Group

Looking forward, we expect the local economy remains challenging,
with lingering public order events and the coronavirus outbreak. Our
business, especially ISP, which is heavily dependent on retail and
hospitality market condition, will be inevitably affected. Facing near-
term headwinds from economic uncertainties, we shall capture the
opportunity of the steady local residential property sector and strive
to maintain a continuous business growth.

On a Group-wide overview, we consider that the overall financial
performance of the Group remains sound. Aligning our values of
customer focus, integrity, teamwork, innovation and pursuit of
excellence, sustainability is our core business strategy. We are
committed to enhancing customer satisfaction through better
communication with clients and improvement to our services.
Besides, with the rapid change of business environment, we will
continue to manage various operational and financial risks and take
appropriate measures to minimise and combat these risks.
Leveraging its solid foundation and committed management team,
the Group has full confidence in overcoming all the difficulties ahead
of us.

Financial Position and Financial Risk Management

As at 31 December 2019, the total outstanding bank loan was
HK$131.0 million, and scheduled to be repaid over the next two
years. This included an outstanding balance of HK$12.0 million
related to the banking facility drawn down for acquiring the ISP
Business in November 2012. The remaining sum represented the
working capital loans for supporting ISP operation and business
development. Details of which are disclosed in note 22 to the financial
statements in this annual report. During the year, the Group’s sources
of fund were generated primarily from operating and financing
activities (including support by existing banking facilities).
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 24 October 2019, the Company entered into a placing agreement
with Kingston Securities Limited and VMS Securities Limited (the
“Placing Agreement”) as the placing agents (the “Placing Agent”),
pursuant to which the Placing Agents conditionally agreed to procure
not less than six placees, being individual and corporate investors, to
subscribe for the 7% convertible bonds (the “Convertible Bonds”) in
an aggregate principal amount of up to HK$42 million with the initial
conversion price of HK$0.50 (the “Conversion Price”) per conversion
share (the “Placing”). The Conversion Price represented a premium of
approximately 2.04% over the closing price of HK$0.49 per share as
quoted on The Stock Exchange of Hong Kong Limited (the "Stock
Exchange") on the date of the Placing Agreement.

The Placing was completed on 18 November 2019 and the
Convertible Bonds in an aggregate principal amount of HK$42 million
were issued by the Company. Assuming the Convertible Bonds are
fully converted, based on the Conversion Price, a maximum of
84,000,000 conversion shares will be allotted and issued by the
Company under the general mandate granted to the Directors by the
shareholders at the AGM held on 24 May 2019. The Company
received the gross proceeds of approximately HK$42 million from the
Placing while the net proceeds was approximately HK$41 million,
which represents a net issue price of HK$0.49 per conversion share.

The Directors considered that the Placing represented an opportunity
to raise additional funding to provide adequate buffer for the working
capital requirement of the Group including operating overheads and
the upfront cash outlay (before receipt of payments for certified works
carried out) in respect of projects on hand and new projects that may
be awarded in the ISP division together with its obligation to repay the
indebtedness. As at the date of this annual report, all net Placing
proceeds was used for supporting the subcontractor payments and
operation of ISP Business. The Directors consider that the terms and
conditions of the Convertible Bonds and the Placing Agreement are
fair and reasonable and in the interests of the Company and the
Shareholders as a whole.

The effects of the Placing on the capital structure of the Company are
more particularly depicted in note 25 to the financial statements of
this annual report. The full details of the aforesaid transaction can also
be referred to in the announcements of the Company dated 24
October 2019 and 18 November 2019.
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Financial position (HK$’000)

MANAGEMENT DISCUSSION AND ANALYSIS
EREAEENE LY S Salli

AR (BT 2019 2018
Total assets EEHE 836,365 838,874
Receivables and other assets FEWER R HMEE 673,725 698,105
Cash and cash equivalents and pledged Be MReEENMEEFIET

bank deposits/time deposits with original R/ REHBBE=EA

maturities over three months ZEHTFER 128,344 113,950
Current assets REEE 802,069 812,055
Payables and other liabilities ENERREEMEE 534,383 581,200
Bank loans |ITERK 131,000 166,000
Current liabilities REBAE 665,383 747,200
Other non-current liabilities HiIEraiE 4,440 2,152
Convertible bonds AR E S 35,882 -
Non-current liabilities FRBERE 40,322 2,152
Net assets EEFRE 130,660 89,522
Net assets per share (HK cents) TR & EFE OB’ 25.9 17.7
Gearing ratios and liquidity EERBELERREBES
Net debt to net assets FREREEFELLEX 29.5% 58.1%
Total debt to net assets weEEEEFE X 127.7% 185.4%
Current ratio TRENLL 1.2 1.1

The liquidity has been improved immediately after completion of
Placing. The Group will continue to proactively monitor its financial
position and maintain sufficient working capital as well as liquidity in
the way that can enable us to capture any good business
opportunities and to meet the challenges ahead.

During the Reporting Year, the interest expenses incurred mainly on
bank borrowings which are primarily charged based on a spread over
HIBOR. The management expects that financial requirements of our
current business portfolio for the foreseeable future will be met from a
combination of shareholders’ equity and banking facilities.

The Group adopts a conservative approach in the management of its
financial risks and resources, under the supervision of the Executive
Committee.

Interest rate risk arising from bank borrowings is low as interest rates
are fixed for short-term periods to take advantage of the lower rates
thus available. Interest rates will be subject to fluctuation at the time
of renewal.
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MANAGEMENT DISCUSSION AND ANALYSIS
ERED=ENE Y Al

The Group’s business is conducted primarily in Hong Kong, and its
majority assets and liabilities are denominated in Hong Kong Dollars.
Therefore, the Group has minimal foreign currency exposure. The
growth of the Group’s business in China has been funded via
permanent capital injection, which is for the long-term and as such,
foreign currency hedging is considered unnecessary.

It is the Group’s policy not to enter into derivative transactions for
speculative purposes. It is also the Group’s policy not to invest its
financial resources in financial products, including hedge funds or
similar instruments, with significant underlying leverage or derivative
exposure.

There were no material investments, capital commitments or
contingent liabilities as at 31 December 2019, other than the
Company received a writ of summons which disclosed in note 32 to
the financial statements of this annual report.

Cash Management

The Group operates a centralised cash management system. Cash
balances surplus to meet immediate requirements are mainly placed
as short-term bank deposits with licensed banks in Hong Kong.

Human Resources

As at 31 December 2019, the Group employed a total of 4,944 staff
(81 December 2018: 5,294) in Hong Kong and China.

In order to sustain our quality services, it is always our long-term goal
to retain top talent for the Group. We put a lot of efforts in ensuring
our staff members are having competitive remuneration and benefits
through market research for regular benchmarking review. Our
Human Resources Team always strives their best to keep track of
changes in the latest market conditions for attracting more high
caliber candidates to join our winning team. In addition, aiming for the
mutual growth of the staff and the Group, we do our utmost to invest
and share resources with our staff. We have formulated a holistic
policy on human capital management with the theme of “We Care We
Share FERIE £Z K R”. We do believe our staff will reward the
Company and customers through providing quality services and thus
gain more appreciation and recognition from the customers. Besides,
the team manages through enhancing the existing Human Resources
system aims to uplift the effectiveness and efficiency of business
operations.
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MANAGEMENT DISCUSSION AND ANALYSIS

SUBSEQUENT EVENTS AFTER 2019
Writ of Summons

On 23 January 2020, the Company received a writ of summons
issued in the High Court by QBE against the Company for a claim for
approximately HK$34.2 million in aggregate given rise to under the
third parties LRA signed together with Hsin Chong (in which the
Company is not responsible for part involving Hsin Chong), which
concerns the employee compensation insurance policy providing
coverage to our ISP Business during period from 9 November 2014
to 31 March 2016. In the opinion of the Directors of the Company, it
is premature to predict the outcome of the claim against the
Company. As at 31 December 2019, the Company has recognised a
provision of approximately HK$9.7 million (2018: HK$9.7 million),
included in other payables and accruals of the Group’s consolidated
statement of financial position, which reflects the Directors’ best
estimate of the most likely outcome. It is expected that this matter will
be brought to the attention of the High Court in April 2020 (subject to
the actual resumption date of the High Court). The Company is
seeking legal advice in respect of the proceeding and would defend
its position. Save as disclosed above, as at the date of this annual
report, no other litigation or claims of material importance is known to
the directors to be pending against the Company.

Assessment of 2020 coronavirus impact

There has been an outbreak of the coronavirus in Hong Kong in
January 2020. The Group expects the coronavirus outbreak to have
no material impact on its business. However, the Directors consider
that it is difficult to estimate the full impact in the coming months
given the dynamic nature of these circumstances. The Board will
continue to assess the impact of the outbreak on the Group’s
operation and financial performance, closely monitor the Group’s
exposure to the risks and uncertainties in connection with the
outbreak, and maintain close communication with different
stakeholders of the Group.
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PROFILES OF DIRECTORS
S ZEN

MR. KINGSTON CHU CHUN HO
(aged 34)

Mr. Kingston Chu Chun Ho (“Mr.
Chu”) was appointed as an
Executive Director and the
Chairman of the Company with
effect from 9 March 2017. He is
also a member of each of the
Executive Committee, the
Nomination Committee and the
Remuneration Committee.

Mr. Chu is a licensed person under Securities and Futures Ordinance
for Type 1 (dealing in securities) and Type 6 (advising on corporate
finance) regulated activities for Kingston Securities Limited and
Kingston Corporate Finance Limited, respectively. Mr. Chu is a
member of Guangxi Committee of The Chinese People’s Political
Consultative Conference, a member of General Committee of The
Chamber of Hong Kong Listed Companies, vice president of Hong
Kong CPPCC Youth Association, vice director of Youth Committee of
HKCPPCC (Provincial) Members Association, vice president of
Federation of Hong Kong Guangxi Community Organisations, vice
chairman of Hong Kong Guangdong Youth Association, honorary
chairman of Hong Kong Guangxi Youth Organisations and founder
chairman of Youth Committee of Hong Kong Federation of Dongguan
Associations. Mr. Chu holds a Bachelor Degree of Science in
Business Administration from the University of Southern California in
the U.S.A.

Mr. Chu has been an executive director of Kingston Financial Group
Limited (stock code: 1031) since 21 August 2015 and an executive
director of Sincere Watch (Hong Kong) Limited (stock code: 444)
(“Sincere HK”) since 29 May 2012, both of which are listed on the
main board (the “Main Board”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

Mr. Chu has also been a director of Sincere Watch Limited, a
shareholder of Sincere HK since 21 May 2012. He was a non-
executive director of New Concepts Holdings Limited (stock code:
2221) from September 2016 to November 2017, a company listed on
the Main Board of the Stock Exchange.

Mr. Chu is the son of Mrs. Chu Yuet Wah, the ultimate beneficial
owner of Champ Key Holdings Limited, which is the controlling
shareholder of the Company.
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MS. MANDY HUI SUK MAN
MBA, FCCA, FCPA (aged 44)

Ms. Mandy Hui Suk Man (“Ms.
Hui”) was appointed as an
Executive Director and the
Deputy Chairman of the
Company with effect from 24
April 2019 and the Managing
Director for the property and
facility management (the “PFM”)
of the Group with effect from 24 June 2019. She is also a member of
the Executive Committee, the Finance Director of the Group and a
director of certain subsidiaries of the Company.

Ms. Hui is responsible for strategic planning and implementation,
business development, monitoring operation of the PFM and
supervising corporate services teams to improve the operational
efficiency of the Group. She is also in charge of the finance and
accounting operations, budgetary and financial control, and treasury
management of the Group. Ms. Hui is responsible for overseeing
merger and acquisition projects implemented by the Group. She is a
Certified Public Accountant in Hong Kong and has over 20 years of
experience in corporate accounting, financing and taxation. Ms. Hui
joined the Group in 2006 and prior to that, she got solid experience in
both audit and accounting field. She is also responsible for the
company secretarial practice of the Group and is the primary
corporate contact person of company secretarial function for the
Company. Ms. Hui holds a Master’s Degree of Business
Administration from Hong Kong Baptist University. She is a fellow
member of The Association of Chartered Certified Accountants and
Hong Kong Institute of Certified Public Accountants.
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PROFILES OF DIRECTORS
ESZBN

MR. LAU MAN TAK
(aged 50)

Mr. Lau Man Tak (“Mr. Lau”) has
been appointed as an Independent
Non-executive Director since 28
September 2017. He is also the
chairman of the Audit Committee,
and a member of the Remuneration
Committee and the Nomination
Committee.

Mr. Lau graduated from the Hong Kong Polytechnic University with a
bachelor’s degree of arts in accountancy in November 1991. Mr. Lau
has more than 19 years of experience in finance and accounting. He
has been an associate member of the Hong Kong Institute of Certified
Public Accountants since September 1997, a fellow member of the
Association of Chartered Certified Accountants since July 2002, a
fellow member of the Hong Kong Institute of Directors since August
2012 and a member and a fellow member of the Hong Kong
Securities and Investment Institute since April 2000 and November
2015, respectively.

Mr. Lau is currently the chairman and an executive director of TEM
Holdings Limited (stock code: 8346) and an independent non-
executive director of Chinese Food and Beverage Group Limited
(stock code: 8272), both of which are listed on the GEM of the Stock
Exchange, and an independent non-executive director of Kingston
Financial Group Limited (stock code: 1031), a company listed on the
Main Board of the Stock Exchange. He is also the chairman and a
non-executive director of REF Holdings Limited (stock code: 1631), a
company listed on the Main Board of the Stock Exchange. Mr. Lau
was an independent non-executive director of Sincere Watch (Hong
Kong) Limited (stock code: 444) from June 2012 to December 2016,
a company listed on the Main Board of the Stock Exchange.
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MR. ERIC LEE HON MAN
(aged 53)

Mr. Eric Lee Hon Man (“Mr. Lee”)
has been appointed as an
Independent Non-executive
Director since 28 September 2017.
He is the chairman of the
Nomination Committee, and a
member of the Audit Committee
and the Remuneration Committee.

Mr. Lee is currently an independent non-executive director of REF
Holdings Limited (stock code: 1631), a company listed on the Main
Board of the Stock Exchange and an independent non-executive
director of TEM Holdings Limited (stock code: 8346), a company
listed on the GEM of the Stock Exchange. He is also employed by
Orient Capital (Hong Kong) Limited as managing director of
investment banking department. Mr. Lee graduated from the
University of Birmingham, the United Kingdom with a bachelor’s
degree of engineering in electronic and electrical engineering in July
1988, and obtained a master’s degree in business administration
from the Chinese University of Hong Kong in December 1993.

Mr. Lee has over 20 years of experience in the corporate finance
industry. From August 2015 to February 2017, Mr. Lee worked at LY
Capital Limited, a company engaging in advising on corporate
finance, as a director. From April 2002 to November 2014, Mr. Lee
worked at First Shanghai Capital Limited, a company engaging in
advising on corporate finance, and his last position was managing
director. From July 1997 to March 2002, Mr. Lee worked at DBS Asia
Capital Limited, a company engaging in advising on corporate
finance, and his last position was vice president.
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PROFILES OF DIRECTORS
ESZBN

DR. WONG YUN KUEN
(aged 62)

Dr. Wong Yun Kuen (“Dr. Wong”)
has been appointed as an
Independent Non-executive
Director since 1 December 2017.
He is the chairman of the
Remuneration Committee, and a
member of the Audit Committee
and the Nomination Committee.

Dr. Wong received a Ph.D. Degree from Harvard University, and was
“Distinguished Visiting Scholar” at Wharton School of the University of
Pennsylvania. He has worked in financial industries in the United
States and Hong Kong for many years, and has considerable
experience in corporate finance, investment and derivative products.
He is a member of Hong Kong Securities and Investment Institute.

Dr. Wong is the chairman and an executive director of UBA
Investments Limited and Far East Holdings International Limited, and
an independent non-executive director of DeTai New Energy Group
Limited (formerly known as Guocang Group Limited), Kaisun Holdings
Limited (formerly known as Kaisun Energy Group Limited) and GT
Group Holdings Limited (formerly known as China Yunnan Tin
Minerals Group Company Limited). Dr. Wong was also an executive
director of Boaill Healthcare Holdings Limited (formerly known as Ngai
Shun Holdings Limited) from July 2016 to December 2018, a non-
executive director of China Sandi Holdings Limited from September
2016 to September 2019 and an independent non-executive director
of Tech Pro Technology Development Limited from September 2017
to March 2020, Kingston Financial Group Limited from June 2005 to
August 2019, Sincere Watch (Hong Kong) Limited from September
2012 to November 2017, Bauhaus International (Holdings) Limited
from October 2004 to December 2016, China Sandi Holdings Limited
from September 2009 to September 2016 and Far East Holdings
International Limited from December 2014 to July 2017. All the
companies mentioned above are listed on the Stock Exchange. Dr.
Wong was also an independent non-executive director of Asia Coal
Limited from September 2018 to June 2019, a company previously
listed on the Stock Exchange.
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PROFILES OF THE GROUP'S KEY PERSONNEL

PROPERTY AND FACILITY MANAGEMENT BUSINESS

MS. CELINE TAM PUI
CHING

MHousMan (HKU), F.PFM,
MHKIloD, MCIH, RPHM, MHIREA
(aged 59)

Ms. Celine Tam Pui Ching (“Ms.
Tam”) is the Director — Property
Management and a director of
certain subsidiaries of the
Company. She is responsible for
overseeing daily management operations as well as strategic planning
and business development of the Group’s Hong Kong and Kowloon
regions of property management segment.

Ms. Tam began her career for property and facility management at
Hong Kong Housing Department. She was later transferred to the
then City & New Territories Administration as liaison officer to serve at
the deployed District Offices. She left the civil service and gradually
gained extensive working experience in the private sector at some
well-established property/facility management companies. Prior to her
joining to Synergis in May 2017, she worked for a property
management subsidiary of a reputable property developer.

Ms. Tam holds a Master’s Degree of Housing Management from The
University of Hong Kong. She is an expert in property management
with rich experience in related industries. Being the Fellow Member of
The Hong Kong Institute of Facility Management, she was elected as
the President of the Institute for the year term of 2011-2012. She is
currently a Registered Professional Housing Manager who holds
membership of Chartered Institute of Housing Asian Pacific Branch,
Hong Kong Institute of Real Estate Administrators and The Hong
Kong Institute of Directors.
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PROFILES OF THE GROUP'S KEY PERSONNEL
KE2EZBIN

MR. IVAN CHEUNG YUK
LUNG

BBA, BAHS (Hons), RPHM,
FHKIH, MRICS, VBAS Assessor
(List 2B) (aged 43)

Mr. Ivan Cheung Yuk Lung (“Mr.
Cheung”) is the General Manager
— Property Management and a
director of certain subsidiaries of
the Company. He is responsible
for the strategic planning, business development and management
operation of the Group’s New Territories East and West regions of
property management segment and car park segment. He is a holder
of Estate Agent’s Individual Licence and possesses over 20 years of
experience in property management.

Mr. Cheung received a Bachelor’s Degree of Arts in Housing Studies
from the City University of Hong Kong and a Bachelor’s Degree of
Business Administration in Applied Economics from the Baptist
University of Hong Kong. He is a fellow member of the Hong Kong
Institute of Housing and has served as a council member since 2017.
Also, he is a professional member of The Royal Institution of
Chartered Surveyors, a registered professional housing manager of
the Housing Managers Registration Board and a national property
manager of Human Resources and Social Security Department of
Guangdong Province.

Mr. Cheung began his career at Synergis as property officer in 2002.
Three years later, he was promoted to assistant property manager
and started his managerial career path. After that, he was
subsequently promoted to the current position in 2018.
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PROFILES OF THE GROUP’S KEY PERSONNEL

MR. NELSON HO SIU LEUNG

MBA, FRICS, F.PFM, FHKIoD,
MHKIS, Beam Pro, Green
Building Faculty (aged 54)

Mr. Nelson Ho Siu Leung (“Mr.
Ho”) joined the Group on 11 May
2016 as a director of Synergis
Facility Management Limited and
is responsible for the overall
strategic planning, business
development and management operation of the facility management
business.

Mr. Ho graduated from the Hong Kong Polytechnic University and
qualified as a Chartered Building Surveyor and Chartered Project
Management Surveyor. He is also a green building expert and
appointed as a member of Green Building Faculty of Hong Kong
Green Building Council and a nominated director of the Beam Society
Limited. He is a founding director and the past president of the Hong
Kong Institute of Facility Management; and a founding director and
the founding chairman of building SMART Hong Kong. Mr. Ho
contributes much of his time to public service and is currently a
member (2012-2020) of the Appeal Tribunal Panel (Building) of the
Development Bureau, Task Force Member (since 2012) of the Task
Force on Energy Management System (EnMS) Certification of the
Hong Kong Accreditation Service, Innovation and Technology
Commission. He was a member (2011-2017) of the Panel of Advisors
on Building Management Disputes, Home Affairs Department.

Mr. Ho possesses over 31 years of experience in the project and
facility management industry and had served in various renowned
developers, major consulting firms and public organisations in Hong
Kong. Prior to joining the Group, Mr. Ho had established recognition
from the facility management industry and is an award-winning facility
management leader.
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PROFILES OF THE GROUP'S KEY PERSONNEL
KE2EZBIN

MR. LEUNG CHI MING
(aged 46)

Mr. Leung Chi Ming (“Mr. Leung”)
is the Regional Director (China)
and a director of certain
subsidiaries of the Company. Mr.
Leung holds an Executive
Master’'s Degree of Business
Administration in Real Estate.
He is also a member of Royal

Institution of Chartered Surveyors.

Mr. Leung joined the Group in 1999 and has over 20 years of
extensive experience in real estate consultancy and service in Hong
Kong and China. He is responsible for the overall strategic planning,
business development and management operations of the real estate
business of the Group in China.

MS. LORNA WONG BIG SEE

MSc, MRCIS, MHKIS, MHKIFM
(aged 55)

Ms. Lorna Wong Big See (“Ms.
Wong”) joined the Group as an
Associate Director of Synergis
Facility Management Limited on
20 October 2016 and is currently
a Deputy Director — Facility
Management. She is responsible
for overall strategic planning, business development, management
operation and operational policy execution of the facility management
business in sustaining added value as well as high quality facility
management services delivery to the clientele and investors.

Ms. Wong holds a Master’s Degree of Social Science in Counseling
from University of South Australia and a Bachelor’s Degree of Science
in Estate Management from University of Reading in United Kingdom.
She is also a member of Royal Institution of Chartered Surveyors and
Hong Kong Institute of Surveyors.

Ms. Wong possesses over 25 years of experiences in shopping mall
management, project management as well as property and facility
management perspectives and had served various renowned
developers and major consulting firms in Hong Kong prior to the
joining of Synergis.
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PROFILES OF THE GROUP’S KEY PERSONNEL

MR. MARTIN LEE KA FU

MSc, BEng(Hons),CEng, CEnv,
MCIBSE, MIET, MCIPHE, FSCOE,
FIPlantE, PFM, MHKIE,
RPE(BSS), REA, REW (CO, HO)
(aged 42)

Mr. Martin Lee Ka Fu (“Mr. Lee”)
is the Assistant General Manager
(Technical) of the property and
facility management division and
a director of certain subsidiaries of the Company. He is responsible
for all technical issues, business development, budget management
of the business as well as the setting up and standardization of
relevant technical documentation, systems and procedures.

Mr. Lee graduated with a Bachelor’s Degree in Building Service from
the University of Central Lancashire and a Master’s Degree in Fire and
Safety Engineering from the Hong Kong Polytechnic University. He
qualified as a Chartered Building Service Engineer, Chartered
Environmentalist and Registered Professional Engineer of the Hong
Kong Engineers Registration Board. He is also a corporate member
of the Hong Kong Institute of Facility Management and a member of
Hong Kong Institute of Engineers.

Mr. Lee possesses over 20 years of experience in projects and
facilities maintenance, renovation as well as addition and alternation
works. He is an expert in commercial, residential and industrial
buildings maintenance works especially for the design and consulting
services aspects. Prior to his joining to Synergis in November 2017,
he worked for various property management company and consulting
firms. He has been involved in monitoring serval renowned renovation
projects for commercial buildings, hotel and museum in Hong Kong.
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PROFILES OF THE GROUP'S KEY PERSONNEL
KE2EZBIN

INTERIORS AND SPECIAL PROJECTS BUSINESS

MR. DAVID CHAN TAT WAI
(aged 60)

Mr. David Chan Tat Wai (“Mr.
Chan”) was appointed as an
Acting Managing Director for the
interiors and special projects
business (the “ISP Business”)
and a member of the Executive
Committee with effect from 1
September 2019. He is also a
director of certain subsidiaries of the Company.

Mr. Chan is responsible for the strategic planning, business
development and operation of the ISP Business and the business
development and project monitoring of certain works including
alterations and additions, renovation, fitting-out, facade and special
projects. He is a member of the Chartered Institute of Building and
Hong Kong Institute of Construction Managers.

Mr. Chan joined interiors and special projects division in 2010 and
has over 37 years of experience in project planning and monitoring,
building construction and coordination, estimating and budgeting,
cost control, procurement, renovation and fitting-out works.

MR. YU CHI WING
(aged 52)

Mr. Yu Chi Wing (“Mr. Yu”) is a
director of certain subsidiaries of
the Company and responsible
for the strategic planning,
business development and
overall operation of interiors and
special projects business.

- =

-

Mr. Yu is also responsible for the business development, tendering,
project monitoring and commercial issues of all alteration and addition
works, renovation works, fitting-out works, conservation and revitalization
works and special projects. Before joining the Group, Mr. Yu had worked
for over 24 years in Hsin Chong Group Holdings Limited, the former
holding company of the Group and was its senior staff member. He has
over 31 years of experience in building construction and coordination,
cost control, renovation and fitting-out works.
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PROFILES OF THE GROUP’S KEY PERSONNEL

MR. GARY TSE CHI CHIU
(aged 42)

Mr. Gary Tse Chi Chiu (“Mr. Tse”)
is a director of certain
subsidiaries of the Company and
is responsible for strategic
planning, business development
and overall operation of interiors
and special projects business
and in charge of Planning,
Engineering and Plant Department of the Group.

Mr. Tse joined interiors and special projects division in 2011. He has
strong background in structural design and consultation knowledge
and processes 18 years of experience in the design, construction,
supervision and project management. He has also been involved in
various building, civil and renovation projects in Hong Kong, Macau,
United Kingdom and Middle East.

Mr. Tse is a qualified contractor specialising in construction
management in a wide range of construction projects including high
rise class residential and commercial development, social facilities,
shopping complex, hotel, hospital building; fitting-out works together
with alteration and addition works, major demoalition and repair works.
He also qualified as a combined Chartered Civil and Structural
Engineer as well as a Registered Professional Engineer.
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PROFILES OF THE GROUP'S KEY PERSONNEL
KE2EZBIN

MR. BENJAMIN LEUNG
WATI KIN

(aged 53)

Mr. Benjamin Leung Wai Kin
(“Mr. Leung”) is a director of
certain subsidiaries of the
Company and is responsible for
overall operation of M+
management service projects
and in charge of Building
Services Department and HSEQ Department of the Group as well.

Mr. Leung joined interiors and special project division in 2017 and
possesses over 27 years of experience in building construction,
project planning, alteration and additional works, fitting-out works,
construction management and management contractor, etc. He has
been involved in varies residential, commercial building and museum
projects in Hong Kong and several mega resort and hotel projects in
Macau.

Mr. Leung graduated with a Bachelor’'s Degree (Honours) in
Construction Management and a Master’s Degree in Construction
Law and Dispute Resolution in Hong Kong. He has been qualified as
a member of Hong Kong Institute of Construction Manager, the
Chartered Institute of Building, the Association for Project
Management and associate member of the Chartered Institute of
Arbitrators.
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CORPORATE GOVERNANCE REPORT

The Company recognises the interests of and its responsibility to one
of its most important stakeholders — the shareholders. Synergis is
committed to upholding high standards of corporate governance as a
means of protecting and enhancing shareholder value and ensuring
the integrity of operations of the Group. Synergis’s corporate
governance standards are built on the principles of independence,
accountability, transparency and fairness with an appropriate system
of checks and balances.

CORPORATE GOVERNANCE CODE

The Company has applied the principles of the code provisions and
certain recommended best practices set out in the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 of the
Rules Governing the Listing of Securities (the “Listing Rules”) on the
Stock Exchange.

Throughout the Reporting Year, the Company has fully complied with
all code provisions of the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Board has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules (as amended from time to time by
the Stock Exchange) as its own code of conduct for regulating
securities transactions by Directors. Having made specific enquiry by
the Company, all the Directors confirmed they have complied with the
required standard set out in the Model Code throughout the
Reporting Year.

The Board has further adopted the Model Code as the written
guidelines for regulating securities transactions by the senior
management (whose names are set out in Profiles of the Group's Key
Personnel on pages 33 to 40 of this annual report) and certain
employees (collectively, the “Relevant Employees”) of the Group. The
Board believes that the Relevant Employees may, by virtue of their
positions, likely be in possession of unpublished inside information of
the Group.
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CORPORATE GOVERNANCE REPORT
PEBBRE

BOARD OF DIRECTORS
Composition

During the Reporting Year and up to the date of this annual report,
the Board comprised five Directors, including two Executive Directors
and three Independent Non-executive Directors.

The names of the Directors are set out below:

Executive Directors

Mr. Kingston Chu Chun Ho (Chairman)

Ms. Mandy Hui Suk Man
(Deputy Chairman and Managing Director for PFM Business)
(appointed as an Executive Director and the Deputy Chairman with
effective from 24 April 2019 and the Managing Director for PFM
Business with effect from 24 June 2019)

Mr. Terence Leung Siu Cheong
(former Deputy Chairman and Managing Director for ISP Business)
(resigned with effect from 24 April 2019)

Independent Non-executive Directors

Mr. Lau Man Tak
Mr. Eric Lee Hon Man
Dr. Wong Yun Kuen

An updated list of Directors identifying their roles and functions is
available on the websites of the Stock Exchange (www.hkexnews.hk)
and the Company (www.synergis.com.hk).

Coming from diverse businesses and professional backgrounds, the
Board members possess a balance of skills, expertise and diversity of
perspectives appropriate for the requirements of the business of the
Group and they are collectively responsible for promoting the success
of the Company by directing and supervising the Company’s affairs.
Save as disclosed in the Profiles of Directors set out on pages 28 to
32 of this annual report, there is no relationship among the Board
members.

The Company currently has three Independent Non-executive
Directors representing more than one-third of the total number of
Board members and is in compliance with the requirement under
Rule 3.10 of the Listing Rules. The views of the Independent Non-
executive Directors carry weight in the Board’s decisions, and their
participation helps the Board exercise judgement, make decisions
and act objectively in the interests of the Company and its
shareholders as a whole.
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CORPORATE GOVERNANCE REPORT

Each of the Independent Non-executive Directors has given to the
Company an annual confirmation of independence in compliance with
Rule 3.13 of the Listing Rules. The Company considers that all the
Independent Non-executive Directors are and have remained
independent. Mr. Lau Man Tak, chairman of the Audit Committee,
has the appropriate accounting and financial management expertise
required under Rule 3.10(2) of the Listing Rules.

The Board members, including all the Independent Non-executive
Directors, are expressly identified in all corporate communications
which disclose the names of the Directors of the Company.

Functions

The Board has an ultimate oversight of the Group’s activities. Its
primary functions are to set and direct the Company’s strategy and to
monitor and measure the management’s performance. The Board is
accountable for the overall strategic development of the Group with
the objective to enhance shareholder value. Material matters are
reserved for the Board’s considerations or decisions which include,
among other things, overall strategy of the Group, business plans,
annual budgets, significant capital expenditure, interim and annual
results and reports, dividend policy and payments, material
acquisitions, disposals or investment proposals, directors’
appointments, re-appointments or removal, and other material
transactions.

The Board has delegated certain of its responsibilities to the Audit
Committee, Remuneration Committee, Nomination Committee and
Executive Committee. It has also delegated the day-to-day operations
of the Group’s business to the senior management. Delegation of
duties to the Board committees and daily business operations to the
management are discussed on pages 49 to 57 of this report.

Board Chairman and Managing Director

Code provision A.2.1 of the CG Code provides that the roles of
chairman and chief executive should be separate and should not be
performed by the same individual. The division of responsibilities
between the chairman and chief executive should be clearly
established and set out in writing.
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CORPORATE GOVERNANCE REPORT
PEBBRE

Mr. Kingston Chu Chun Ho is the Chairman of the Board. The role of
chief executive of the Company is played by two managing directors
responsible for our PFM Business and ISP Business respectively.
From 16 July 2018 to 23 June 2019, Ms. Mandy Hui Suk Man was
the Acting Managing Director for PFM Business and became the
Managing Director for PFM Business with effect from 24 June 2019.
Mr. Terence Leung Siu Cheong was the Managing Director for ISP
Business until 23 April 2019 and Mr. David Chan Tat Wai became the
Acting Managing Director for the ISP Business with effect from 1
September 2019.

At all times, the Chairman of the Board and the Managing Directors
are not related to each other and there are clear divisions among their
responsibilities with a view to achieving a balance of power and
authority. The Chairman of the Board provides leadership to the
Board in terms of formulating policies and strategies, and discharges
those duties set out in code provision A.2 of the CG Code. The
Managing Directors have the overall responsibility of implementing the
decisions, policies and strategies approved by the Board, and
overseeing the Group’s business and operations. The duties of the
Chairman and the Managing Directors are set out in their respective
service agreements entered into with the Company.

With the support from the Executive Director and the Company
Secretary, the Chairman of the Board ensures that all Directors are
properly briefed on issues arising from Board meetings and receive
adequate, complete and reliable information in a timely manner.

Appointment, Re-election and Removal of Directors

The Board has assumed the responsibility to consider the
appointment, re-election and removal of the Directors. The Board set
up a Nomination Committee in 2011 to recommend the appointment,
re-election and removal of the Directors.

All the Independent Non-executive Directors have entered into letters
of appointment with the Company for a term of three years subject to
the requirements of the Listing Rules and the bye-laws of the
Company (“Bye-laws”), including the requirement of retirement by
rotation and re-election or standing for re-election at annual general
meetings (“AGM(s)”) of the Company at least once every three years.
The term is renewable upon expiry.
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CORPORATE GOVERNANCE REPORT

Any new Director to be appointed by the Company shall be provided
with information on duties and obligations of director, relevant
regulatory requirements and the Group’s business affairs. All Directors
appointed to fill a casual vacancy on the Board or as an addition to
the existing Board shall hold office only until the next following general
meeting or next following AGM of the Company respectively and shall
then be eligible for re-election at the meeting according to the Bye-
laws.

Board Meetings

Regular Board meetings are held at least four times a year at
approximately quarterly intervals. Tentative dates of regular Board
meetings for next year are scheduled approaching the end of each
calendar year in order to facilitate the Directors to plan for attendance
of the meetings. Additional Board meetings will be convened, as and
when required, to deal with ad hoc issues. Any Director who is not
able to present physically may participate at any Board meeting
through electronic means of communication, such as conference
telephone or other similar communication equipment, in accordance
with the Bye-laws.

Board Proceedings

Notice convening each regular Board meeting is sent at least 14 days
in advance, and reasonable notice is given for other Board meetings.
The Company Secretary assists the Chairman of the Board to prepare
the meeting notice and agenda. Each Director may include any item
in the agenda. The agenda, accompanied by meeting papers with
sufficient and reliable information, are sent to each Director normally
not less than three days before the date of a Board meeting to enable
the Directors to make informed decisions on the matters to be
discussed, except where a Board meeting is convened on a very
urgent basis to consider any urgent ad hoc matter.

The Company Secretary is responsible for taking minutes of the
Board meetings, drafts and final versions of which will be circulated to
Directors for comment and records, respectively, and in both cases,
within a reasonable time after each meeting. Minutes shall record in
sufficient detail the matters considered by the Board at the meeting
and decisions reached, including any concerns raised by the
Directors or dissenting view (if any) expressed. Minutes of Board
meetings are kept by the Company Secretary and open for inspection
to any Director on request.
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All Directors have access to the Company Secretary who is
responsible for ensuring that Board procedures are complied with
and all applicable rules and regulations relating to Board process are
followed. Directors have full and timely access to all relevant
information, including reports from the Board committees and reports
from the management. They are also provided with updates on the
latest developments of the Listing Rules and other relevant legal and
regulatory changes and matters of relevance to the Directors in
discharging their duties as and when appropriate.

To assist the Directors to discharge their duties, the Board has
adopted written procedures for any Director who wishes to seek
independent professional advice at the Company’s expenses.

Board approval is also given by circulation of resolution in writing
pursuant to the Bye-laws on urgent matter which requires decision in
a tight timeframe and hence convening a Board meeting is difficult or
not practicable. In the case where a resolution in writing is circulated,
sufficient information and explanatory materials will also be provided
to the Directors at the same time.

If a substantial shareholder or a Director has a conflict of interest in a
matter (including material transaction with connected persons) which
the Board determines to be material, the Board will hold a meeting to
consider the relevant matter.

Appropriate insurance cover on Directors’ and officers’ liabilities has
been arranged to protect the Directors and officers of the Group.
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Attendances of Meetings

Five Board meetings, two Audit Committee meetings, two
Remuneration Committee meetings, one Nomination Committee
meeting and two general meetings were held during the year.
Attendances of these meetings by Directors are set out below:
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ERHERER
AER BRBEITOERNEZTSEH 2KEZ
ZEERgH 2RA¥FMEEEEHE 1RRA
ZEGERN2RABERE - TREJIEEH
FEERZBMN

Meetings attended/Eligible to attend

HE/RERERESE
Audit Remuneration Nomination General

Board Committee Committee Committee Meeting
Name of Directors EENF EZg ENZER HHEES REZEE BRRAE
Chairman IE
Kingston Chu Chun Ho KB 4/5 n/a 1/2 1 212
Executive Directors BITES
Mandy Hui Suk Man SRS 4/4 na na n/a 2/2
Terence Leung Siu Cheong 2% & 11 n/a n/a n/a n/a
Independent BUFHTES

Non-executive Directors

Lau Man Tak BIxiE 5/5 2/2 2/2 1/1 2/2
Eric Lee Hon Man FHX 5/5 2/2 2/2 11 2/2
Wong Yun Kuen =g 5/5 2/2 2/2 11 2/2
n/a:  not applicable nfa:  NEA

During the year, the Chairman of the Board also held one meeting
with the Independent Non-executive Directors without the other
Director present.

Code provision A.6.7 of the CG Code provides that independent non-
executive directors and other non-executive directors should attend
general meetings and gain and develop a balanced understanding of
the views of shareholders generally. All Independent Non-executive
Directors attended the AGM and the special general meeting of the
Company held on 24 May 2019 and 15 July 2019 respectively.
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Directors’ Training and Professional Development

Every Director keeps abreast of responsibilities as a Director of the
Company and of the conduct, business activities and development of
the Company.

Directors are aware of the requirement under the code provision A.6.5
of CG Code regarding continuous professional development. During
the Reporting Year, the Company provided reading materials to the
Directors for self-study. In addition, the Directors have attended
external courses or conferences organised by various organisations
for their own continuous training.

Directors also reviewed the business and financial updates and other
reading materials provided to them conceming latest developments in
corporate governance practices, and relevant legal and regulatory
developments. A record of the Directors’ participation in various
continuous professional development programme is kept by the
company secretarial department. A summary of training received by
the Directors for the Reporting Year according to the records
provided by the Directors is as follows:

attending seminars/

EERIIRERER

BUEENERFENERARRNEREL
ARARRARMEE  ZHEBDRBANER -

EEPABELEERTA T TRIGRXEALS
FERISEEXERNRTE RBEFE - &
ARABREERAHNEEHHARERE - 1L
S BEC S MBTREESERIINRIER

G UEXBER -

EENEHNRSREHRZEB LRV BOERE
FAREMEREEEERERRARER A
RRERMERNBAEEN -1 NES2ET
RsEBEERIARMWGE  ARRMERR
7 BEERNBEREFEMEIEINOHR
(RIBESEPEHACEARR) AT

Reading newspapers,
journals and updates
relating to the economy,
general business,

Giving talks or

conferences/ accounting, laws, rules

forums and regulations, etc

R

BITBEERHE —BEE - g5 EZEF-

e RAIRERETE

Name of Directors BEEHR 28 wiE ZHRE - BHAREFEA
Kingston Chu Chun Ho P vV Vv
Mandy Hui Suk Man MR v v
Terence Leung Siu Cheong 2IE V v
Lau Man Tak 2= v Vv
Eric Lee Hon Man £33 v vV
Wong Yun Kuen =EE Vv Vv
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BOARD COMMITTEES

Each of the Board committees, namely, the Audit Committee, the
Remuneration Committee, the Nomination Committee and the
Executive Committee, is to assist in the execution of the Board’s
responsibilities and to oversee particular aspect of the Group’s affairs.
Each Board committee is provided with sufficient resources to
discharge its duties properly, and holds meetings in accordance with
the Bye-laws, its specific written terms of reference and, where
applicable, the proceedings of Board meeting.

Audit Committee

The Audit Committee currently comprises three Independent Non-
executive Directors, and Mr. Lau Man Tak acts as the chairman of the
Audit Committee. The members of Audit Committee during the year
under review were:

Mr. Lau Man Tak (Chairman)
Mr. Eric Lee Hon Man
Dr. Wong Yun Kuen

None of the Audit Committee members is or has been a former
partner of the Company’s existing external auditor for the past two
years.

The Audit Committee is primarily responsible for conducting an
independent and objective review of the financial reporting process,
internal controls and audit function with emphasis on:

(i) appraise the quality of the audit effort of the Company’s internal
and external auditors;

(i)  serve as an independent and objective party to review the
financial information presented by management to
shareholders, regulators and the general public;

(iiiy ascertain the adequacy of the Company’s systems of risk
management and internal control which management and the
Board have established; and

(iv) serve as useful channel of communication between the Board
and the external and internal auditors on matters relating to and
arising out of the external and internal audit.
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The authority and duties of the Audit Committee are set out in its
specific written terms of reference which was revised in January 2019
to conform with the requirements under the Listing Rules and the CG
Code. Full text of the terms of reference of the Audit Committee is
available on the websites of the Company and the Stock Exchange.

The principal duties of the Audit Committee include, among other
things, recommending to the Board on the appointment, re-
appointment or removal of the Company’s external auditor and on its
remuneration; reviewing the Company’s interim and annual financial
statements and other financial reports; and reviewing the Company’s
financial reporting system, internal control procedures (including
monitoring the effectiveness of the internal audit function) and risk
management system. The Audit Committee has explicit authority to
investigate any activity within its duties and responsibilities and the
authority to obtain external legal or other independent professional
advice if it considers necessary.

The Audit Committee shall meet at least twice a year. During the
Reporting Year, two Audit Committee meetings were held.
Attendances of the meetings have been disclosed on page 47 of this
report.

During the Reporting Year, the Audit Committee members with the
participation of the internal and external auditors and the
management, (i) reviewed the risk management and internal
control systems of the Group; (ii) reviewed the annual results for
the year ended 31 December 2018 and the interim results for the
period ended 30 June 2019 and the related financial statements of
the Company with a view to ensuring that these financial
statements were prepared in accordance with the accounting
principles and standards generally accepted in Hong Kong; (iii)
reviewed the resignation of PricewaterhouseCoopers ("PwC") as
auditor and the terms of engagement of BDO Limited ("BDO") and
recommended the appointment of BDO as the new audtior of the
Company to fill the casual vacancy following the resignation of
PwC; and (iv) reviewed and revised the terms of reference of the
Audit Committee. The Audit Committee also considered the
reports from the external auditor on the scope and findings of its
independent review of the interim financial statements and audit of
the annual financial statements.

There is no disagreement between the Board and the Audit
Committee’s view on re-appointment of external auditor, and they
both have agreed to recommend the re-appointment of BDO as the
Company’s external auditor for the ensuing year at the 2020 AGM.
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Remuneration Committee

The Remuneration Committee currently comprises four Directors, a
majority of whom are Independent Non-executive Directors, and Dr.
Wong Yun Kuen acts as the chairman of the Remuneration
Committee. The members of the Remuneration Committee during the
year under review were:

Dr. Wong Yun Kuen (Chairman)
Mr. Kingston Chu Chun Ho

Mr. Lau Man Tak

Mr. Eric Lee Hon Man

The authority and duties of the Remuneration Committee are set out
in its specific written terms of reference. Full text of the terms of
reference of the Remuneration Committee is available on the websites
of the Company and the Stock Exchange.

The Remuneration Committee is primarily responsible for reviewing
the remuneration policy of the Group and the remuneration packages
of the Directors and senior management of the Company. Its duties
are summarised below:

U

(i)

(i

make recommendations to the Board on the Company’s policy
and structure for all Directors and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

review and approve the management’s remuneration proposals
with reference to the Board’s corporate goals and objectives;

make recommendations to the Board on the remuneration
packages of individual Executive Directors and senior
management;

make recommendations to the Board on the remuneration of
Non-executive Directors;

consider salaries paid by comparable companies, time
commitment and responsibilities, and employment conditions
elsewhere in the Group;
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(vi) review and approve compensation payable to Executive
Directors and senior management for any loss or termination of
office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

(viiy review and approve compensation arrangements, relating to
dismissal or removal of Directors for misconduct to ensure that
they are consistent with contractual terms and are otherwise
reasonable and appropriate; and

(viii) ensure that no Director or any of his associates is involved in
deciding his own remuneration.

The Remuneration Committee shall meet at least once a year. During
the Reporting Year, two Remuneration Committee meetings were
held. Attendances of the meetings have been disclosed on page 47
of this report.

During the Reporting Year, the Remuneration Committee members
reviewed (i) the remuneration packages of the newly appointed
Executive Director and Managing Director for PFM Business as well
as the Acting Managing Director for ISP Business; (ii) the bonus
structure of senior management of PFM Business for the Reporting
Year and the year ending 31 December 2020; (iii) the salary increment
of the general staff as well as the salaries of Executive Directors and
senior management for the year ending 31 December 2020; (iv) the
directors’ fees for the year ending 31 December 2020; and (v)
recommended the aforesaid matters to the Board for approval.

Pursuant to code provision B.1.5 of the CG Code, the remuneration
of the senior management by band for the Reporting Year is set out
below:
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Remuneration Policy of the Group

The Group sets out its remuneration policy by making reference to
the prevailing market conditions and benchmark of the industry, and
by formulating a performance-based reward system. It is to ensure
that the Group is able to attract, retain and motivate executives of the
highest calibre, essential to the successful leadership and effective
management of the Group. The performance measures are balanced
between financial and industrial comparatives. The components of
remuneration package may consist of basic salary, allowances,
benefits-in-kind, fringe benefits including medical insurance and
contributions to pension funds, as well as incentives like discretionary
bonus, participation in a share option scheme or long-term rewards.

The remuneration packages of the Executive Directors and senior
management of the Company are determined by the Remuneration
Committee and approved by the Board by reference to their
respective duties and responsibilities in the Group, individual
performance, achievement of the Group’s targets and the prevailing
market terms in the industry.

The remunerations of the Independent Non-executive Directors are
approved by the Board with the recommendation of the
Remuneration Committee by reference to their duties and
responsibilities in the Group, time involvement and the prevailing
market situation.

Nomination Committee

The Nomination Committee currently comprises four Directors, a
majority of whom are Independent Non-executive Directors, and Mr.
Eric Lee Hon Man acts as the chairman of the Nomination
Committee. The members of the Nomination Committee during the
year under review were:

Mr. Eric Lee Hon Man (Chairman)
Mr. Kingston Chu Chun Ho

Mr. Lau Man Tak

Dr. Wong Yun Kuen

The authority and duties of the Nomination Committee are set out in
its specific written terms of reference which was revised in January
2019 to conform with the requirements under the Listing Rules and
the CG Code. Full text of the terms of reference of the Nomination
Committee is available on the websites of the Company and the
Stock Exchange.
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The Nomination Committee is primarily responsible for formulating
nomination policy and leading the process of identifying and
nominating suitable candidates. Its duties are summarised below:

(i) review the structure, size and diversity (including without
limitation, gender, age, cultural and educational background,
ethnicity, skills, knowledge, professional experience and length
of service) of the Board at least annually and make
recommendations on any proposed changes to the Board to
complement the Group’s corporate strategy;

(i)  identify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the
selection of individuals nominated for directorships based on
the objective criteria with due regard for the benefits of diversity
on the Board;

(i)  taking into account the Group’s corporate strategy and mix of
skills, knowledge, experience and diversity needed in the future,
to make recommendations to the Board on the appointment or
re-appointment of Directors and succession planning for
Directors, in particular the Chairman and the Chief Executive;

(ivy assess the independence of Independent Non-executive
Directors and review the Independent Non-executive Directors’
annual confirmations on their independence; and make
disclosure of its review results in the Corporate Governance
Report;

(v)  regularly review the time required from a Director to perform his/
her responsibilities and report to the Board of their findings; and

(vi)  review the policies on both the Board Diversity Policy and
Nomination Policy, as appropriate; and review the measurable
objectives that the Board had set for implementing the Board
Diversity Policy, and the progress on achieving the objectives;
and make disclosure of its review results in the Corporate
Governance Report annually.
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The Nomination Committee shall meet at least once a year. During
the year, one Nomination Committee meeting was held. Attendance
of the meeting has been disclosed on page 47 of this report.

The Board has adopted a Board Diversity Policy since 2013. Pursuant
to the Board Diversity Policy, the Board shall consider the benefits of
diversity when they review the Board composition. In designing the
Board’s composition, Board diversity has been considered from a
number of aspects, including but not limited to skills, background,
experience, knowledge, expertise, culture, independence, race,
gender, and other qualities of Directors. All Board appointments will
be considered against objective criteria, having due regard for the
benefits of diversity on the Board.

The Nomination Committee will monitor the implementation of the
Board Diversity Policy and review the Board composition under
diversified perspectives annually to ensure the Board has a balance of
skills, knowledge, experience and diversity of perspectives
appropriate to the achievement of the strategic objectives and
sustainable development of the Company.

The Board has also adopted the Nomination Policy in January 2019
which sets out the selection criteria and nomination procedures to
identify, select and recommend candidates for directorships.

Selection Criteria

When assessing the suitability of the proposed candidate to the
Board regarding the appointment or re-appointment of any existing
director(s) of the Board, the Nomination Committee should consider
the following factors:

1. The candidate should be of good character, integrity and
competent to act as director of the Company;

2. The candidate should possess the skills, knowledge, and
experience in the commercial and professional fields which are
relevant to the principal business of the Group;

3. The candidate should be able to devote sufficient time and
attention to the Board; and

4.  The candidates should be considered on merit, against
objective criteria and with due regard to the diversity
perspectives set out in the Board Diversity Policy of the
Company.

FHREBWMS

REZEQABFELRIT KGR - AF
N REZEGRTTIRGZ -HFESR
BERCNARES 47 AWE -

EZgH201B3FERMEFTENEZ TR
K- REFFSGLIVEHR  EFENENE
FEHRKAEERZ TN ES - CETES
SHEXE  EERZTTEERRBEREEZE
BRERETRREZNRE 55 & A
# o BE b B Bk MR REAM
B - EEFEZ A2 ERERELER
EEgZubmdaiFd

REZBEREREEENE S ITIEBENE
ENEBFREZTCHNARRTESSHER -
NHERES SRR Ml - KRMBEHZT
e EER T ﬁﬁﬂ SARBIREEMER T
KRB EEMEEBAME

BEEEMA2019F1 AREMNIELBE 7

HiEh  OENEBEE ARNPERRERR
#iEFF -
BRRE

REEREFZEEMNESTSRBEEEMANE
EXeREEFEN/ENR  REZESEE
BIATREE :

1. REAERRER - BERBENEL
ARRAESF:

2. REAEAGHRASETEXHHEBH
[EEEESIE TN L3

3. ﬁLAﬁ MITA R AR R EET
EFRFH K

4. ERBEEBREEYRNEEATNERE
X B ZTAC R P REMZ LB K
ERIREAN °

RRERERAT
—T-NEER



CORPORATE GOVERNANCE REPORT
PEBBRE

Nomination Procedures

1.

The Secretary of the Nomination Committee shall convene a
meeting, and invite nominations of candidates from Board
members (if any), for consideration by the Nomination
Committee. The Nomination Committee may also nominate
candidates for its consideration;

The Nomination Committee shall undertake adequate due
diligence in respect of appointment of any proposed candidate
to the Board, prior to making recommendations for the Board’s
consideration and approval;

The Nomination Committee shall make recommendations to the
Board for its consideration and recommendation in respect of
re-appointment of any existing Director(s) of the Board, for the
proposed candidates to stand for re-election at a general
meeting;

The procedures for shareholders’ nomination of any proposed
candidate for election as a director should follow the
“procedures for shareholders to propose a person for election
as a director of the Company” which are available on the
Company's website; and

The Board shall have the final decision on all matters relating to
its recommendation of candidates to stand for election at a
general meeting.

During the Reporting Year, the Nomination Committee members (i)
reviewed and considered the structure, size, diversity and
composition of the Board; (ii) assessed the independence of
Independent Non-executive Directors; (i) considered the re-election
of directors at the AGM; (iv) reviewed and revised the terms of
reference of the Nomination Committee; (v) reviewed the
appointments of the Executive Director, the Managing Director for
PFM Business, the Acting Managing Director for ISP Business and
the member of Executive Committee; (vi) adopted the Nomination
Policy and (vi) recommended the aforesaid matters to the Board for
approval.
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Executive Committee

The Executive Committee currently comprises two Executive
Directors and one senior management member of the Group. The
members of the Executive Committee during the year under review
were:

Mr. Kingston Chu Chun Ho (Chairman of the Board)
Ms. Mandy Hui Suk Man
Mr. David Chan Tat Wai

(appointed with effect from 1 September 2019)
Mr. Terence Leung Siu Cheong

(resigned with effect from 24 April 2019)

The authority and duties of the Executive Committee are set out in
the specific written terms of reference adopted by the Board. Full text
of the terms of reference of the Executive Committee is available on
the website of the Company. The principal duties of the Executive
Committee are, pursuant to the Authorisation Matrix/Limits of
Authority of each subsidiary, to approve tender submission and/or
payment requisition when the amount of tender or payment exceeds
certain limits, to approve banking matters, the issue of guarantees to
third party customers, the issue of shares under share option scheme
and promotion or appointment of senior management at operation
level, and other duties delegated by the Board from time to time.

The Executive Committee shall meet as and when required depending
on business and operation needs. Members’ attendances would
depend on the importance of the matters to be transacted. During
the Reporting Year, the Executive Committee held 20 meetings to
discharge their duties.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policy for the corporate
governance of the Company and performing the corporate
governance duties as below:

(i) develop and review the Company’s policies and practices on
corporate governance;

(i) review and monitor the training and continuous professional
development of Directors and senior management;

@iy review and monitor the Company’s policies and practices on
compliance with all legal and regulatory requirements;

(v) develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(v) review the Company’s compliance with the CG Code and
disclosure requirements in the Corporate Governance Report.

The Board has in place the procedures for Directors to seek an
independent professional advice if necessary.

DELEGATION TO MANAGEMENT

The monitoring of the day-to-day business operations of the Group
and the implementation of the business plans and strategies adopted
by the Board are performed by the senior management led primarily
by the Managing Directors of the Company.

The Group has also organised a management meeting for senior
management and other relevant staff on a monthly basis to review
business operations with significant issue, review the financial and
business performance against the budget approved by the Board,
and review the implementation of the strategies and policies adopted
by the Board.
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Risk Management Committee

With a view to further enhancing risk management at all levels, a Risk
Management Committee, as approved by the Audit Committee and
the Board, has been established to assume the responsibility for
identifying, evaluating, assessing and managing risk areas from
company-wide perspective. The Risk Management Committee
comprises senior management and corporate managers of the
Group. Its findings and recommendations are reported to the Audit
Committee.

Risk Management

The Board has the overall responsibility for establishing, maintaining
and evaluating the adequacy and effectiveness of the risk
management and internal control systems of the Group on an
ongoing basis. Such systems are designed to manage rather than
eliminate risk of failure to achieve business objective, and can only
provide reasonable but not absolute assurance against material
misstatement or loss.

Management is responsible for setting the appropriate tone from the
top, performing risk assessments, and owning the design,
implementation and maintenance of internal controls. The associated
policies and procedures for risk management and internal controls,
which are properly documented and communicated to staff, are
designed to help ensure that the Group’s assets are safeguarded
against unauthorised use or disposition; relevant rules and regulations
are adhered to and complied with; complete, accurate and reliable
financial and accounting records are maintained; and key risk factors
including business strategic, operational, financial, corporate
reputation and regulatory compliance risks which may impact the
Group’s performance are appropriately identified and managed.

To ensure the risk management process is consistent with the best
practice, the Directors of the Company review the existing practice,
and their suggestions will be incorporated into the Group’s risk
management framework in due course.
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The Group’s risk management framework comprises the following
key features:

(i) A distinct organisational structure for different responsible
parties with defined authority, responsibilities and risk
management roles;

(i)  The Board sets forth the proper risk management culture and
risk appetite for the Group, evaluates and determines the level
of risk that the Group should take and monitor regularly;

(i) The Risk Management Committee facilitates the risk
assessment process and timely communication to the Audit
Committee and the Board. Also, it ensures key business and
operational risks being properly identified and managed; and

(iv) A Risk Management Policy has been established to provide a
framework for the identification, analysis, evaluation, treatment,
monitoring and reporting of key risks at all levels across the
Group to support the achievement of the organisation’s overall
strategic objectives.

Identified potential risks are evaluated using appropriate qualitative
and quantitative techniques and risk responses (i.e. accept, reduce,
transfer and avoid) are formulated, which are consistent with the
Group’s risk appetite. Risks are assessed based on a risk assessment
matrix that helps to rank the risks into four risk levels (i.e. Extremely
High, High, Medium and Low) and to prioritise risk management effort
to determine the appropriate risk mitigation plans.
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Internal Control

The Group has an internal audit (“IA”) function, which plays a major
role in monitoring the internal governance of the Group, to conduct
independent reviews of the adequacy and effectiveness of its risk
management and internal control system and report the review results
regularly to the Board through the Audit Committee.

To ensure systematic coverage of all auditable areas and effective
deployment of resources, an every 3-year |IA plan with reference to
the risk assessment results has been formulated and approved by the
Audit Committee. During the Reporting Year, the IA plan focused on
the examination of the fraud control, business strategy, financial and
treasury management, compliance with applicable rules and
regulations, management of litigation and claims, payment controls
and conflict of interest. Subsequent meetings were conducted to
update the IA plan in order to reflect the major changes in the
organisational structure and business objectives, review the IA reports
and highlight the more significant issues identified from the IA reviews
and follow-up actions taken. Meetings between the head of IA
function and senior management are conducted monthly to stay
current with market developments and changes in the business
strategy.

The Group is fully aware of its obligation of handling and
dissemination of inside information under the Listing Rules and the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO”). The Group has a set of procedures and controls in
place to preserve the confidentiality of inside information relating to
the Group. All Board members and senior management, who are
likely to possess the Group’s inside information because of their
offices or employments in the Group, are bound by Model Code. In
addition, every employee is required to follow the guidelines of the
code of conduct and the staff handbook to keep unpublished inside
information strictly confidential.
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Review of Risk Management and Internal Control
Systems

During the Reporting Year, the Board has conducted a review on the
effectiveness of risk management and internal control systems of the
Group through discussion with the Audit Committee, which covers
the major control procedures in areas of business/strategy,
operational, financial, compliance, corporate reputation and regulatory
risk, and was satisfied with the effectiveness of the Group’s risk
management and internal control systems.

The changes in the nature and extent of significant risks faced by the
Group and response plans to changes in its business and the external
environment have been evaluated. The scope and quality of ongoing
monitoring of risks and the internal control systems have been
assessed.

The strike and social unrest activities broke out at various places in
Hong Kong during the second half of the year 2019 and traffic had
been interrupted. Dedicated management team in head office had
been closely monitoring the potential impact of these district protests
and various operation guidelines on access control and protective
measures against tear gas were timely issued to our frontline staff to
safeguard their personal healthcare while on work sites. Interrupted
and suspended means of transportation during the period also
affected our staff’s attendance to work sites on time. In order to
maintain our daily business operation as usual, special manpower
arrangement and extra manpower were deployed to overcome all the
disruptions during that social unrest period. No major damages to our
projects were reported for the period, given the effectiveness of our
countermeasures.

In 2019, no significant areas of concern that may affect the Group to
achieve strategic goals have been identified. The Board considered
that the risk management and internal control systems are functioning
effectively and adequately.

In addition, confirmation from management on the effectiveness of
the risk management and internal control systems of the Group was
received during the year.

The Board has reviewed and is satisfied with the adequacy of
resources, staff qualifications and experiences, training requirements
and budgets of the Group’s accounting, financial reporting and IA
functions.
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The crisis over the coronavirus outbreak emerged since December
2019. Hong Kong is also affected by the outbreak and has seen its
economic sectors especially the travel agents and the catering
industries badly hit over the past three months. Similarly, our Group
experienced certain business disruption as some construction works
have been forced to delay for completion due to the outbreak which
impacted on the supply of workforce and the ordinary operations of
our customers or suppliers. Some of our tender interviews and
commencement of new projects were also seriously delayed given a
concern over personal healthcare. The evolving situation caused us
additional costs to procure extra manpower and personal protective
materials and equipment to protect our operation teams. While the
duration and severity of the impact of the coronavirus outbreak
remain uncertain, our head office has stepped up strategic manpower
and resource allocation as well as various hygienic instructions to
support the site operations.

Integrity Monitoring Committee

Each of our staff is given clear guidelines and codes of standard in
the staff handbook with integrity being put as the first and foremost
code of conduct. A whistle-blowing-type channel which is
implemented by the Integrity Monitoring Committee is to provide staff
and contractors a channel to report issues which might cause a
significant financial loss to, or an adverse impact on the image of the
Company. The Integrity Monitoring Committee comprises the Senior
Quality Assurance Manager as chairman of the Committee, the Senior
Finance Manager and the Senior Human Resources Manager as
members.

DIRECTORS’ RESPONSIBILITY FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibility for preparing the
consolidated financial statements which give a true and fair view of
the state of affairs of the Company and the Group on a going concemn
basis. With the support of the accounting and finance functions led
by the Finance Director of the Group, the Directors have ensured that
the consolidated financial statements for the Reporting Year have
been prepared in accordance with appropriate accounting policies
applied, if any, consistently save for those new and amended
accounting standards as disclosed in the notes to the consolidated
financial statements.
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In preparing the interim and annual financial statements,
announcements and other financial disclosures required under the
Listing Rules, the Directors aim at presenting a balanced, clear and
understandable assessment of the Group’s position and prospects.
Financial information put before the Board for approval by
management is accompanied by sufficient explanation to enable the
Directors to make an informed assessment.

The independent auditor’s report, which contains the statement of
the external auditor about its reporting responsibilities on the
Company’s financial statements, is set out in pages 93 to 95 of this
annual report.

AUDITOR’S REMUNERATION

The fees paid/payable to BDO, the Company’s external auditor, for
services rendered for the Reporting Year are set out as follows:

ERETPMEFEPBRE  AEMMRELT
MAUAZHREATRE CEMPBEERE  BF
BUARE  BM R ZRER A EAREE
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Fees paid/payable

e EBNER

HK$’000

Services rendered Frid AR 7% BT T
Audit services EZR 1,220
Non-audit services IEEZ RS 158

COMPANY SECRETARY

The Company Secretary is responsible for facilitating the Board
process, as well as communications among Board members. The
Company Secretary complied with all the qualifications under the
Listing Rules. The Company Secretary is Mr. Eric Chan Kwong
Leung, who is engaged and appointed by the Company from an
external secretarial services provider. The primary corporate contact
person at the Company is Ms. Mandy Hui Suk Man, an Executive
Director.

SHAREHOLDERS’ RIGHTS AND COMMUNICATIONS
WITH SHAREHOLDERS

In addition to publishing interim and annual reports, announcements,
circulars, quarterly business updates and press releases, updates on
the Group’s developments are also provided on the Company’s
website which is updated in a timely manner.
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Procedures for Directing Shareholders' Enquiries to the
Board

Enquiries from Shareholders are welcome through the following
channels to the Company:

0] by post to the Company’s Hong Kong principal place of
business at 7/F., Linkchart Centre, 2 Tai Yip Street, Kwun Tong,
Kowloon, Hong Kong for the attention of the Board of Directors/
Company Secretary

(i) by facsimile transmission to (852) 2751 8784
(iiy by telephone at (852) 3471 2340
(iv) by email at investor@synergis.com.hk

(v)  on the Company’s website at www.synergis.com.hk under “IR
Contact” of “Investor Relations”

An AGM is deemed as a forum for Shareholders to communicate
directly with the Board members. Notice of 20 clear business days
together with detailed agenda is given to Shareholders for the AGM
of the Company and 10 clear business days for all special general
meetings of the Company. Separate resolution is proposed at the
AGM on each substantially separate issue, including the election of
each individual director.

Procedures for Convening a Special General Meeting by
Shareholders

In accordance with the Bye-laws, any Shareholder holding not less
than one-tenth of the paid-up capital of the Company carrying the
right of voting at a general meeting shall have the right, by written
requisition served to the Board or the Company Secretary, to require
a special general meeting to be convened by the Board for
transaction of any business specified in such requisition. Any vote of
Shareholders at a general meeting must be taken by poll. The
chairman of meeting will explain the poll voting procedures at the
relevant general meeting.
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Procedures for Shareholders to Put Forward Proposals at
General Meetings

The following Shareholders are entitled to put forward a proposal
(which may properly be put to the meeting) for consideration at a
general meeting of the Company:

(i) any number of members representing not less than one-
twentieth of the total voting rights of the Company on the date
of the requisition; or

(i)  not less than 100 members holding shares in the Company.

The requisition specifying the proposal, duly signed by the
Shareholders concerned, together with a statement of not more than
1,000 words with respect to the matter referred to in the proposal
must be deposited at the Company’s principal place of business in
Hong Kong at 7/F., Linkchart Centre, 2 Tai Yip Street, Kwun Tong,
Kowloon, Hong Kong. The Company would take appropriate actions
and make necessary arrangements, and the Shareholders concerned
would be responsible for the expenses incurred in giving effect
thereto in accordance with the requirements under Sections 79 and
80 of the Companies Act of Bermuda once valid documents are
received.

CONTINUOUS CORPORATE GOVERNANCE
ENHANCEMENT

The Board is committed to continuous corporate governance
enhancement including giving closer attention to any regulatory
changes with a view to maintaining a corporate culture built on ethics
and integrity and increasing Shareholder value as a whole.

INVESTOR RELATIONS

There is no significant change in the Company’s constitutional
documents during the Reporting Year.
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HIGHLIGHTS OF 2019 ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

2019 FIRIE -

Through quality services and responsible business practices, caring
for and sharing with the communities, as well as committing to
environmental protection, we seize to align our sustainable strategies
with the expectations of stakeholders. By taking deliberate actions,
we uphold the aim to deliver sustained values to stakeholders, as well
as markets where we live and operate our business.

The Company's standalone 2019 Environmental, Social and
Governance (“ESG”) report is prepared to communicate our
sustainability-related policies, performances and plans among
readers. It adheres to the “comply or explain” and “recommended
disclosure” provisions of the ESG Reporting Guide under Appendix
27 of the Listing Rules on the Stock Exchange.

Below are some key highlights of the Company's 2019 ESG
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performance:

RAMETIERE

Sustainability at Synergis
ARNTRHERR

Incorporated and aligned the United Nations Sustainable Development Goals with
our sustainability strategy for the first time to demonstrate our commitment in
addressing global challenges
BAKBEBRAIRHELEREBEMARMOATRELERER  RTIRMABLY2IK
PhELEYEE 5

Our Business

Upheld integrity and continued to cooperate closely with the Hong Kong

KR EE Independent Commission Against Corruption to ensure effective governance
BRI EWEEREERRABERSIE  WBREXNES

Our People Established “We Care We Share =& % £ Z R~ in organising workshops

EMMET and events to improve staff’'s physical and mental health and safety, as well as to

enhance community cohesiveness
AT TWe Care We Share ERBIEHZAR] - BPTIELHTEE) - LUKE
BIMENMEREZS - ARIEEMERES

Our Customers

BANER

Prepared for the transition to ISO 45001 in order to deliver quality and
professional services and projects in a healthy and safe manner

RIBEEISO 45001 1E2EE - MENREMNZ 207 N IRHEEEEENRY
AIE B

Our Partners

BEMHESERHE

Collaborated closely with our supply chain partners to enhance their sustainability
performance

EEPNHERSIERFHERAIE  UWRAHABEERRR

Our Community

BEANHEE

Embraced the theme of “Enjoying Comfortable Homes and Decent Jobs” and
invested in the community through various volunteering and fundraising events

FA(ZEREXINTE  UBREBETRBNEFEDDELSE

Our Environment

BEFWERE

Refined our data collection network and expanded the scope of our
environmental KPIs reporting

BREPINBIRRERS LBEARMNREBREDIERNRSHE

Please visit the websites of the Company and the Stock Exchange to
download the full version of the Company's 2019 ESG report.
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The Directors present the report and the consolidated financial
statements of the Group for the Reporting Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the Company’s subsidiaries are the provision of
PFM Business and ISP Business in Hong Kong, China and Macau.
Particulars of the principal subsidiaries of the Company are set out in
note 37 to the financial statements.

SEGMENT INFORMATION

Details of segment information are set out in note 7 to the financial
statements.

BUSINESS REVIEW

Details of the business review information are set out in the section
headed “Management Discussion and Analysis” on pages 11 to 27 of
this annual report.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Directors consider that environmental protection is essential to
the long-term development of the Group and will constantly improve
management practices so as to minimise waste, maximise efficiencies
and reduce the Group's negative environmental impact on the
environment.

For details, please refer to the Company's standalone “2019
Environmental, Social and Governance Report”.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group recognises the importance of compliance with regulatory
requirements and the risk of non-compliance with such requirements.
The Group has been allocating system and staff resources to ensure
ongoing compliance with relevant rules and regulations.

The Group’s operations are mainly carried out by the Company’s
subsidiaries in Hong Kong, China and Macau while the Company
itself was incorporated in Bermuda and listed on the Stock Exchange
in Hong Kong. Our establishment and operations accordingly shall
comply with relevant laws and regulations in Hong Kong, Bermuda,
China and Macau.

SYNERGIS HOLDINGS LIMITED
2019 Annual Report

EECREARELAEDEEREFE 2L
AHE®RE -

FEER

RARZ EBEBRBIREER - KAARIMEA
BIZEBEBANES PEMBPIREDE
LR EEIRS AR E NI KK IER
¥ AAT T EMB AT 2 sHIEH NI Bk
RMIFES7 -

HEH
DEEREBENHEHRERWMET

=

KB O

EBOBEENCHBERNAFREIIEES
TEZ [BERERmEAT] —&f -

BREBRERKRE

EERARRREHAEE L REZRMEE
EHEE VHEREXETESRUZERD
BEEY  BARZRBREAEBNEEIREY
@,

EHHABEFLEARAELN[2019F R
BoHeEkEREE] -

B EERER
AEEARETEERT BB R TETE
BRTEZAR - AEEESREHRETER
ARS8 AR AR B ROEAR

AEBEZEEFEHARARES - PELR
FIZMBABIETT » MEAASNBEFETMAK
MARBEBBRAT L™ o WAFIRIRIL K& ZER
BT ES BRE - RERF ZHERA
BIIER -



To ensure compliance with the Competition Ordinance, the Group
has conducted trainings for staff. The Group also steps up measures
to increase safety awareness amongst the management and staff to
prevent accidents in contravention with safety regulations.

RISKS AND UNCERTAINTIES

Various risks that the Company may face have been disclosed in the
Corporate Governance Report and the Notes to the Financial
Statements on pages 59 to 63 and pages 139 to 146 of this annual
report respectively.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group ensures all staff are reasonably remunerated and the
Company regularly reviews and improves its policies on remuneration
and benefits, training, occupational health and safety.

The Group maintains a good relationship with its customers. A
customer complaint handling mechanism is in place to receive,
analyse and study complaints and make recommendations on
remedies with the aim of improving service quality.

The Group is in good relationship with its suppliers and conducts a
fair and strict appraisal of its suppliers.

For details, please refer to the Company's standalone “2019
Environmental, Social and Governance Report”.

RESULTS AND APPROPRIATIONS

The results of the Group for the Reporting Year are set out in the
consolidated statement of profit or loss and other comprehensive
income on pages 96 to 97; and the state of affairs of the Group and
of the Company as at 31 December 2019 are set out in the
consolidated statement of financial position on pages 98 to 99; and
statement of financial position and change in equity of the Company
are set out on note 35 to the financial statements.

The Board did not recommend the payment of interim dividend for
the period ended 30 June 2019 (2018: nil). To preserve funds for the
operation and business development of the Company, the Board did
not recommend the payment of final dividend for the Reporting Year
(2018: nil).
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DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy”) in
January 2019, pursuant to which the Company may declare and
distribute dividends to the Shareholders to allow Shareholders to
share the Company’s profits and for the Company to retain adequate
reserves for future growth. In proposing any dividend payout, the
Board shall also take into account, among others, the Group’s actual
and expected financial performance, operating results, cash flow,
financial condition and capital requirements, Shareholders’ interests,
contractual covenants, general business conditions and strategies,
possible effects on the Group’s creditworthiness, state of economy
and other factors that the Board deems appropriate.

Such declaration and recommendation of dividends shall be
determined at the sole discretion of the Board and are subject to the
restrictions under the Companies Act of Bermuda, the Bye-laws and
any other applicable laws, rules and regulations.

The Company will review the Dividend Policy from time to time and
reserves the right in its sole and absolute discretion to update, amend
and/or modify the Dividend Policy. The Dividend Policy shall not
constitute a legally binding commitment by the Company and there is
no assurance that dividends will be paid in any particular amount in
any given period.

RESERVES

Details of movements in the reserves of the Group and of the
Company during the Reporting Year are set out in the Consolidated
Statement of Changes in Equity on page 100 and in note 35 to the
financial statements respectively.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the operating results and of the assets and liabilities of
the Group for the last four financial years and for the Reporting Year
is set out on page 189. This summary does not form a part of the
financial statements.

PROPERTY, PLANT AND EQUIPMENT, AND
INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment, and
investment properties of the Group during the Reporting Year are set
out in note 15 and note 16 to the financial statements respectively.

SYNERGIS HOLDINGS LIMITED
2019 Annual Report

B S BE

RARIER2019F 1 AFRM—ER SBR[
BEE]D @ Bl AR AREEIR &S IK
BB ERESERABEF R EBADRHRE
RARBBERREGREZ A - NIRRT ARMK
EMSEN  E5gM8ER(HPeRE) A%
EEBRRIEHMERE  KEEE - RER
B UBRARESE R BREED  60%
B BRI N RR WAREESENE
HE RERIANEFERABEENEME
% °

FRERERNERLEZSHESTS2ENBR
o ERBEREQFA AR R EAEA
R RAIROERER S o

ARABAHEFREHRLRE 2RBHE
TBREER - BRI R/ RIEBRBEE - REEK
R TERARBLEROR I ERE - B4
R P 15 TF B R E 45 & @ Bk

B o

AN

it

DRIFERE100E 2R R BRI BHR
FHIFESS -

IEHMBERE

AEERBEABVRFRERBEEREFEL
EXREREERBBEMEHNE189H - 1L
22U TBRMBHRERZ &0 -

ME - BERREUARRENE

R|EFE  NEEYE - WSS NERFEARIK
BYEZEHFBORNERN T ERERMFES
KBI5E16 ©



SHARE CAPITAL

Details of movements in the share capital of the Company during the
Reporting Year are set out in note 27 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2019,
calculated under the Companies Act of Bermuda, amounted to nil (31
December 2018: nil).

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-laws
although there is no restriction against such rights under the laws of
Bermuda.

DIRECTORS

The Directors during the Reporting Year and up to the date of this
report were:

Executive Directors

Mr. Kingston Chu Chun Ho (Chairman)
Ms. Mandy Hui Suk Man

(appointed with effect from 24 April 2019)
Mr. Terence Leung Siu Cheong

(resigned with effect from 24 April 2019)

Independent Non-executive Directors

Mr. Lau Man Tak
Mr. Eric Lee Hon Man
Dr. Wong Yun Kuen

The profiles of Directors who are in office as at the date of this report
are set out on pages 28 to 32 of this annual report.

In accordance with Bye-laws 87(1) and 87(2), Mr. Eric Lee Hon Man
and Dr. Wong Yun Kuen shall retire by rotation at the AGM, and being
eligible, have offered themselves for re-election at the AGM. Save for
the aforesaid, the other remaining Directors would continue in office.

The Company has received from each of its Independent Non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules, and considers that all the
Independent Non-executive Directors are independent in accordance
with the terms of the independence guidelines set out in Rule 3.13 of
the Listing Rules.

DIRECTORS” REPORT

EESRE
R

BEFEAARRR ZRAZEHE - SNXNTH
WmERME27

A5 Ik

AARF2019F 12 A31 B Z Al DR D
BREABREQARETE 2BABEZS T
(201812 A31H : B¥Z L) -

BREEE

ABRIIC B ST RE B 2 163 - MR RIEADIIN
B SRENRAB ARSI -

EE
RIEFERBERRE AL EFOT -

HITES

KEELEE(EE)

L Gt
(FA20195 4 A24 H#EEER (L)

Z2IKE KA
(20194 4 A 24 BHEHT)

BYFHITES

BxELE
FHPXEE
=REEELT

RAREAPERZEZZ2ENEHNAFHRE
28FEE32H °

BIBMAEL7T) R8T T EERS
HREIENRREAFTFAS FRERETLFE
BERRIREEFT RSB REBEE o FRATAEN
Hibgr T2 EEHBEERT -

ARABCEREEBUE IR TESEREEY
MRE EHRAIESASKRIEL 2 FERRE -
WRBSABEBLIFATESRELWRAE
BABIGRPTENZ B IR S| IR BBILAL -

REEZERARAR
“T-NEFER



DIRECTORS’ REPORT
EESRE

The Director who has served on the boards of directors of the
subsidiaries of the Company as at the date of this report was Ms.
Mandy Hui Suk Man.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors offering themselves for re-election at AGM have
entered into a service contract with the Company or any of its
subsidiaries which is not determinable within one year without
payment of compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save for the agreements disclosed in the section headed “Continuing
Connected Transactions” below, there were no transactions,
arrangements and contracts of significance in relation to the Group’s
business to which the Company’s subsidiaries, its holding companies
or its fellow subsidiaries was a party and in which any Director and
the Director’s connected party had a material interest, whether
directly or indirectly, subsisted at the end of or at any time during the
year.

DIRECTORS’ EMOLUMENTS

Details of Directors’ emoluments are set out in note 11 to the financial
statements.

EQUITY-LINKED AGREEMENTS

Save for disclosed in the sections headed “Share Option Scheme”,
“Convertible Securities, Options, Warrants or Similar Rights” and
“Substantial Shareholders’ Interests and Short Positions in the Shares
and Underlying Shares of the Company — Convertible Preference
Shares” of this report, the Company has not entered into any equity-
linked agreements during the Reporting Year.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Bye-law 168, every Director or other officers of the
Company shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities which he/she may sustain or
incur in or about the execution of the duties of his/her office or
otherwise in relation thereto, and no Director or other officers shall be
liable for any loss, damages or misfortune which may happen to or be
incurred by the Company in the execution of the duties of his/her
office or in relation thereto, provided that this Bye-law shall only have
effect in so far as its provisions are not avoided by the Companies
Act of Bermuda. The Company has maintained Directors and officers
liability insurance during the Reporting Year.
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BANK LOANS AND OTHER BORROWINGS

Analysis of bank loans and other borrowings of the Group as at 31
December 2019 is set out in note 22 and note 25 to the financial
statements.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2019, the interests and short positions of the
Directors or the chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO),
which were required: (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or
deemed to have under such provisions of the SFO); or (b) pursuant to
section 352 of the SFO, to be entered into the register referred to
therein (the “Register”); or (c) to be notified to the Company and the
Stock Exchange pursuant to the Model Code as set out in Appendix
10 to the Listing Rules, were as follows:

Long Positions in the Shares and Underlying Shares of
the Company
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(B=E)

David Chan Tat Wai* Beneficial owner 100,000 0.02%

BREFEELE" BEmEA A

Note: There were 424,850,000 ordinary shares of the Company in issue as at 31
December 2019.

# Mr. David Chan Tat Wai was appointed as the Acting Managing Director for ISP
Business with effect from 1 September 2019.
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Save as disclosed above, as at 31 December 2019, none of the
Directors and chief executive of the Company had any interests or
short positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which had been notified to the Company and the
Stock Exchange or as recorded in the Register or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

SHARE OPTION SCHEME

At the 2013 AGM, the shareholders approved the adoption of a new
share option scheme (the “Share Option Scheme”). Details of the
Share Option Scheme as required to be disclosed under Chapter 17
of the Listing Rules are set out below:

Summary of the Share Option Scheme
(@) Purpose of the Share Option Scheme

The Share Option Scheme is set up for the purpose of
recognising and motivating the contribution of the Eligible
Persons (as defined below) to the Company and/or any of its
subsidiaries and/or any Invested Entity (as defined below).

(b) Participants of the Share Option Scheme

Eligible persons entitled to participate in the Share Option
Scheme (the “Eligible Persons”) include:

(i) any employee (whether full time or part time) of the
Company, any of its subsidiaries, or any entity in which
the Company or any of its subsidiaries holds an equity
interest (the “Invested Entity”); including any executive
director of the Company, any of its subsidiaries or any
Invested Entity and any employee employed or to be
employed by the Company, any of its subsidiaries or any
Invested Entity, whether in Hong Kong or in The People’s
Republic of China;

(i)  any non-executive director (including any independent
non-executive director) of the Company, any of its
subsidiaries or any Invested Entity;
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(c)

(i

(vi)

(vii)

(viil

any shareholder of the Company, any of its subsidiaries or
any Invested Entity or any holder of any securities issued
by the Company, any of its subsidiaries or any Invested
Entity who has, in the opinion of the Board, made
contribution to the business growth of the Company, any
of its subsidiaries or any Invested Entity;

any person or entity that provides research, development
or other technological support to the Company, any of its
subsidiaries or any Invested Entity;

any supplier of goods and/or services to the Company,
any of its subsidiaries or any Invested Entity;

any business collaborator, business consultant, joint
venture or business partner, or technical, financial, legal
and other professional advisers engaged by the
Company, any of its subsidiaries or any Invested Entity;

any associate (as defined under the Listing Rules) of the
directors or the substantial shareholders of the Company,
any of its subsidiaries or any Invested Entity who has, in
the opinion of the Board, made contribution to the
business growth of the Company, any of its subsidiaries
or any Invested Entity; or

the trustee of any trust pre-approved by the Board, the
beneficiary (or in case of discretionary trust, the
discretionary objects) of which includes any of the above-
mentioned persons,

and, for the purposes of the Share Option Scheme, the options
may be granted to any company wholly owned by one or more
of the above Eligible Persons.

Maximum Number of shares available for issue under the
Share Option Scheme

At 2013 AGM, the scheme mandate limit for the Share Option
Scheme to allow the Company to issue a maximum of
33,200,000 options under the Share Option Scheme,
representing approximately 7.81% of the total number of issued
shares of the Company (i.e. 424,850,000 ordinary shares) as at
24 March 2020.

()

(i

(iv)

(vi)

(vii)

(viil)
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(d)

RS

As at 31 December 2019, there were no outstanding share
options and there were not any share options granted,
exercised, cancelled and lapsed under the Share Option
Scheme. As at the date of this report, the maximum number of
shares available for issue under the Share Option Scheme is
29,600,000, representing approximately 6.97% of the total
number of issued shares of the Company (i.e. 424,850,000
ordinary shares) as at 24 March 2020.

Maximum entitlement of each Eligible Person under the
Share Option Scheme

No option may be granted to any one Eligible Person in any
12-month period which, if exercised in full, would result in the
total number of shares already issued to such Eligible Person
under all the options previously granted to him/her which have
been exercised and, issuable to him/her under all the options
previously granted to him/her which are for the time being
subsisting and unexercised, exceeding 1% of the share capital
of the Company in issue on the last date of such 12-month
period unless being approved by the shareholders of the
Company in a general meeting.

Where any proposed grant of option to a substantial
shareholder or an independent non-executive director of the
Company, or any of their respective associates (as defined in
the Listing Rules), would result in the shares issued and to be
issued upon exercise of all options already granted (including
options exercised, cancelled and outstanding) and to be
granted to such person in the 12-month period up to and
including the date of the proposed grant:

(i) representing in aggregate over 0.1% of the total number
of shares in issue for the time being; and

(i)  the aggregate value of which, based on the closing price
of the shares as stated in the Stock Exchange’s daily
quotation sheet on the date of the proposed grant, is in
excess of HK$5.0 million, such proposed grant of option
shall be subject to the prior approval of the shareholders
of the Company at a general meeting in which all
connected persons for the time being of the Company (if
any) (except where any connected person intends to vote
against the proposed grant of option and his/her intention
to do so has been stated in the circular) shall abstain from
voting at such general meeting and at which any vote
taken shall be taken on a poll.
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(e)

®

(9)

(h)

Period for and payment on acceptance of an option

An offer for grant of an option must be accepted by an Eligible
Person (and by no other person) in respect of all the shares for
which the offer is made. Acceptance shall be made by such
Eligible Person by signing and returning the duplicate of the
offer letter together with the payment of a consideration of
HK$1.00 for such grant to the Company within the time period
specified in the offer letter.

The basis of determining the subscription price

The subscription price in respect of any option granted under
the Share Option Scheme shall be a price determined by the
Board and notified to each grantee and shall not be less than
the highest of (i) the nominal value of a share; (i) the average of
the closing prices of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five business days
immediately preceding the date on which an offer for grant of
an option (the “New Offer Date”) is made to an Eligible Person;
and (i) the closing price of the shares as stated in the Stock
Exchange’s daily quotation sheet on the New Offer Date which
must be a business day, provided that the subscription price
shall be rounded upwards to the nearest whole cent.

Minimum period for holding an option before exercise

There is no minimum holding period for which an option must
be held before exercise pursuant to the Share Option Scheme.
The commencement date of the period during which an option
may be exercised shall be specified by the Board in the relevant
offer letter.

Remaining life

The Share Option Scheme shall be valid and effective for a
period of ten years commencing on 17 June 2013, the date of
adoption of the Share Option Scheme, unless otherwise
terminated in accordance with the rules of the Share Option
Scheme.

(e)

(f)

(9)

(h)
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

During the Reporting Year, the Company has the Share Option
Scheme pursuant to which options may be granted, inter alia, to the
Directors.

Save as disclosed in “Share Option Scheme” above, at no time during
the Reporting Year was the Company, its holding company or any of
its subsidiaries a party to any arrangements to enable the Directors or
their spouses or children under the age of 18 to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.

DIRECTOR’S INTEREST IN COMPETING BUSINESS

During the period from 1 January 2019 to 23 April 2019, Mr. Terence
Leung Siu Cheong (“Mr. Leung”) was a former Executive Director and
the Deputy Chairman of the Company and the Managing Director for
ISP Business. To the best knowledge, information and belief, Mr.
Leung was, during the said period, (i) the legal representative and a
director of Hsin Chong Construction Co. Ltd* (¥ S & &2 EA R A )
(“*Hsin Chong CCL”), and person in charge of the branches of Hsin
Chong CCL, and (ii) a director of Zhuhai Henggin New Area HCCG
Construction Management Co., Ltd. * (RSB ZEHEFTERREE
AR A 7)), which are wholly foreign owned enterprises established in
the PRC and engaged in building construction and civil engineering
business activities. Accordingly, Mr. Leung appeared to have interests
in business which competed or were likely to be compete with the
Group’s building construction and civil engineering business by virtue
of his common directorship.

However, the Directors considered that such competition, if any, was
neither significant nor material to the Group as a whole. Furthermore,
there was no evidence to show that Mr. Leung had not fulfilled his
fiduciary duties in order to ensure that he had acted in the best
interest of the shareholders and the Company as a whole during his
term of office. Hence, the Group has been capable of carrying on its
businesses independently of, and at arm’s length from, the
businesses of such companies.

Save as disclosed above, none of the Directors (excluding
Independent Non-executive Directors) nor their respective associates
had any interest in business which competes or is likely to compete,
either directly or indirectly, with the business of the Group for the
Reporting Year.

* for identification purposes only
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CONVERTIBLE SECURITIES, OPTIONS, WARRANTS OR
SIMILAR RIGHTS

Convertible Preference Shares

The Company issued and allotted 80,000,000 convertible preference
shares (“CPSs”), as part of the consideration for the acquisition of ISP
Business in late 2012. The CPSs may be convertible into the ordinary
shares at HK$0.75 per share subject to satisfaction of the minimum
public float requirements under the Listing Rules. As at 31 December
2019 and up to the date of this report, none of the CPSs was
converted nor redeemed.

Convertible Bonds

The Company placed the convertible bonds in an aggregate principal
amount of HK$42,000,000 (the “Convertible Bonds”) on 18
November 2019 pursuant to the placing agreement dated 24 October
2019 (the “Placing”) by the placing agents to six placees, being
individual, corporate investors who are the independent third parties
and are not connected with the Company as well as its connected
persons, whereby the Convertible Bonds may be convertible into a
maximum of 84,000,000 conversion shares based on the initial
conversion price of HK$0.50 per conversion share upon exercise in
full of the conversion rights attaching to the Convertible Bonds. As at
31 December 2019 and up to the date of this report, no conversion
share has been issued under the Convertible Bonds which will be due
in November 2021.
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The gross and net proceeds from the placing amounted to
approximately HK$42,000,000 and HK$41,000,000 respectively. The
net issue price for the Placing is approximately HK$0.49 per
conversion share. The net proceeds from the Placing were fully used
as the general working capital of the Group according to the purpose
of the Placing. The details of the Placing are set out in the
announcements of the Company dated 24 October 2019 and 18
November 2019 as well as note 25 to the financial statements in this
annual report.

Save as above and other than the share option scheme described in
the paragraph titled “Share Option Scheme” above and in note 33 to
the financial statements, the Company had no outstanding convertible
securities, options, warrants or similar rights as at 31 December
2019. There was no issue or exercise of any convertible securities,
options, warrants or similar rights during the Reporting Year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the Reporting Year.

RETIREMENT SCHEMES

The Group participated in mandatory provident fund schemes in
Hong Kong and in the municipal government contribution scheme in
China. Particulars of the retirement schemes are set out in note 4(i)(c)
to the financial statements.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2019, the following person/entity (other than
Directors or chief executive of the Company) had or were deemed or
taken to have interests or short positions in the shares and underlying
shares of the Company as recorded in the register of interests and
short positions of substantial shareholders (the “Register of
Substantial Shareholders”) required to be kept by the Company
pursuant to section 336 of the SFO:

Long Positions in the Shares and Underlying Shares of
the Company

(@) Ordinary Shares
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(@) BERRS

Approximate

percentage of

Number of interests in the
ordinary total number of

Name of Shareholders Capacity shares held issued shares

HEBITRG

BEEBR HAHBOES

REREB g4 RBEE Bak

(Note (i)

(Bt (i)

Chu Yuet Wah (“Mrs. Chu”) Interests of controlled 225,518,633 53.08%
FARE([FxL)) corporation (Note ()
RIEEERER (H1aE ()

Champ Key Holdings Limited Beneflcial owner 225,518,633 53.08%

(“Champ Key”) Em#EA A
Notes: BiRE -

[0] Champ Key being a company wholly-owned by Mrs. Chu is deemed to be
a controlled corporation of Mrs. Chu under the SFO.

(i) There were 424,850,000 ordinary shares of the Company in issue as at 31
December 2019.

[0) RIEFF KBS KM - Champ Key (& +
FEBMBZRAERAT LT ZZEEE -

(i) ARABEE2019F12 A BZEHITER
A A% 17 7 424,850,000 % °
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(b) Convertible Preference Shares (b) FERELER
Approximate
Number of percentage of
convertible interests in the
preference total number of
Name of Shareholders Capacity shares held issued shares
HERITRG
BEZUER BEZHA
REREWE 14 BEREE EREDL
(Note (ii))
(Bt &t (i)
Mrs. Chu Interests of controlled 80,000,000 100%
E corporation (Note (i)
RELEER (Btat )
Champ Key Beneficial owner 80,000,000 100%
BEREAA
Notes: B sE

(i) The Company issued and allotted 80,000,000 CPSs to Smart Lane
Holdings Limited (“Smart Lane”), as part of the consideration for the
acquisition of ISP business in late 2012. As disclosed in the joint
announcement of Champ Key and the Company dated 30 November
2016, Champ Key (a company wholly-owned by Mrs. Chu) as the offeror
entered into the sale and purchase agreement with Smart Lane as the
vendor of the sale and purchase of 169,116,777 ordinary shares and
80,000,000 CPSs. Champ Key being a company wholly-owned by Mrs.
Chu is deemed to be a controlled corporation of Mrs. Chu under the SFO.

(i) There were 80,000,000 CPSs of the Company in issue as at 31 December
2019.

Save as disclosed above, as at 31 December 2019, the Directors
were not aware of any persons/entities (other than Directors or chief
executive of the Company) who/which had or were deemed or taken
to have any other interests or short positions in the shares or

(i)

A HSmart Lane Holdings Limited ([ Smart
Lane ) 317 & A % 80,000,000 A% A #4285
BEREAD - YEAR 2012 FFE R =R R K&
FEBRIE B 27 2 5045 R 1E © #20 Champ Key
MAABRE 201611 AS0R ZHA R
EEE  mEL T2 EHWA ZAF Champ
Key (tTEAE# A) ESmart Lane({EAE &
169,116,777 % 3 i It % 80,000,000 AJ & #
BEBRZERN)ILBEE WS - REESRY
EEH > Champ Key(ZELZ+2E8HBEZ R
A WAR AT L T2 TIEHLEE -

ANRREE2019F12 831 Bz B &7 8
18 5T AR AR 17 4 80,000,000 A% ©

B E X EESN  R2019F12A31H - &
EWEREAMALT BE(RARARESNHT
BRAZRBIN RAR G RN RABER DS
R B A SN AR RIRIEZFLHAEF

underlying

shares of the Company as recorded in the Register of

PI% 3B HATFEZ T BRRE LM 2EM
Hipf s gk R o

Substantial Shareholders required to be kept by the Company
pursuant to section 336 of the SFO.
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CONTINUING CONNECTED TRANSACTIONS

During the Reporting Year, the Company and/or its subsidiaries had
entered into the following continuing connected transactions which
are subject to annual review and reporting requirements under
Chapter 14A of the Listing Rules:

FERERS

RBEFER  ARARREWBRRET
MONIEET EMRAIBE VAR FEEGR
HRRENRERERS

(a) General Business Services Master Agreement (a) —MREBRBAIGZ

PR2017F9A8H  AAREELLE]
VMEBEREAERS BETLL
E/SREBMEARZEAEBERE—RK
E¥BIRG BEREFE - —REER
R ZENFE LR A% % 10,000,000
T RPGHFBRTIRBERAAT A
B2017F9 A8 HMAERNEEE -

The Company entered into a General Business Services Master
Agreement on 8 September 2017 with Mrs. Chu, pursuant to
which Mrs. Chu and/or her associates may engage the Group
to provide general business services. The annual cap for the
General Business Services Master Agreement for the Reporting
Year was HK$10,000,000. Details of the transaction were
summarised below and disclosed in the announcement of the
Company dated 8 September 2017.

Connected Annual  Nature and extent of the
person(s) Date of agreement(s) Terms Particulars Annual cap consideration  connected person’s interest
BEAL i =R B # FELR FERE BEALEZHEREE
(HK$'000) (HK$'000)
(B¥Tr) (B%Tr)
Mrs. Chu General Business Services  The period from 8 September  Mrs. Chu and/or her associates 10,000 4,364 Mrs. Chuis a substantial
Master Agreement dated 2017 to 31 December 2019 to engage the Group for shareholder and controlling
8 September 2017 (both days inclusive) providing the general business shareholder of the Company
services, including but not and hence, a connected
limited to, the property and person under the Listing
assets management, real Rules.
estate advisory services, fitting-
out works, renovation works,
general consultancy and other
ancillary services
ot EHR201759A8H2  H2017F9ABAEE FRTR/FEBEATEE FRLRARRAZEERRR
—REBRE @ MHE 2019512 A31 AIFER REBRE-REBRY EREER - AfALTRAT
(BfEERMA) BEETRAYEREEER - ZBEAL -
FERARS - KEIR -
BE IR —REAR
Ei#BRY
FEERERAF
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(b) ISP Works Master Agreement

The Company entered into an ISP Works Master Agreement on
29 March 2018 with Mrs. Chu, pursuant to which Mrs. Chu
and/or her associates may engage the Group for providing ISP
Works on a non-exclusive basis. The annual cap for the ISP
Works Master Agreement for the Reporting Year was
HK$150,000,000. Details of the transaction were summarised
below and disclosed in the announcement of the Company
dated 29 March 2018 and its circular dated 24 April 2018.

(b) ERRMRIFHRIRE TRAHS

ﬁézowisﬂ 208  RRQREFLLE]
KenREKRIAE TREEHE &
&téﬁi&/d&ﬁi AT ZREAREE
HIERRAERBEET AR RFFKRIER
TR -HEREFE  EREM KK
EHEIREWENFTEELRAAER
150,000,000 7T ° X SFIER N REBELE
ARABIHEA2018FE3 A20 B R E N

HEIA20184F 4 A 24 BH)MIKARKTE o
Connected Annual  Nature and extent of the
person(s) Date of agreement(s) Terms Particulars Annual cap consideration  connected person’s interest
BEAL HhEAH R #5 EELR FERE BEATBREMEREER
(HK$'000) (HK$'000)
(B¥Tr) (B%Fr)
Mrs. Chu ISP Works Master The period from 1 June 2018 Mrs. Chu and/or her associates to 150,000 0 Mrs. Chu s a substantial
Agreement on 29 March ~ to 31 December 2019 engage the Group for providing shareholder and controlling
2018 (both days inclusive) ISP Works shareholder of the Company
and hence, a connected
person under the Listing
Rules.
L HHR2018F3 8208  H2018%6A1AEE TR/ IEBEAZRAEE FRLRAARAZEERER
ZENRHREHRER 2019612 431 BILHR REENRHREHEE TR BRER - R ALHTHRAT
TiR@mE (BEEEMA) ZBEANL -

Given that the term of the above-mentioned two master agreements
as well as the annual caps for the continuing connected transaction
thereunder expired on 31 December 2019, the Company and Mrs.
Chu entered into the General Business Services Master Agreement
and the ISP Works Master Agreement for a term of three years from 1
January 2020 to 31 December 2022 (both days inclusive) on 17
December 2019.

The Directors (including the Independent Non-executive Directors)
have reviewed and confirmed that all the continuing connected
transactions mentioned above conducted in the year were entered
into on the following basis:

(i) in the ordinary and usual course of the business of the Group;
(i)  on normal commercial terms or better; and
(i) according to the relevant agreements governing these

transactions on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.
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The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance
Engagements other than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter
on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued an unqualified letter containing
the findings and conclusions in respect of the continuing connected
transactions disclosed by the Group as above in accordance with
Rule 14A.56 of the Listing Rules. A copy of the auditor’s letter has
been provided by the Company to the Stock Exchange.

In addition, the auditor of the Company has confirmed to the Board
that nothing has come to their attention that causes them to believe
that the above continuing connected transactions for the Reporting
Year:

(i) have not been approved by the Board;

(i) were not, in all material respects, in accordance with the pricing
policies of the Group where the transactions involve the
provision of services by the Group;

@iy  were not entered into, in all material respects, in accordance
with the relevant agreements governing the transactions; and

(iv)  have not exceeded the relevant annual caps as disclosed in the
respective previous announcements of the Company.

The Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules in respect of the
continuing connected transactions mentioned above.
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate revenue attributable to the Group’s five largest
customers accounted for approximately 31.9% (31 December 2018:
30.5%) of the Group’s total revenue and the revenue attributable to
the Group’s largest customer accounted for approximately 9.0% (31
December 2018: 8.8%) of the Group’s total revenue for the year.

The aggregate purchases attributable to the Group’s five largest
suppliers were less than 30% of the Group’s total purchases for the
year (2018: less than 30%).

None of the Directors, any of their close associates, or shareholders
(which, to the best knowledge of the Directors, own more than 5% of
the Company’s issued share capital), had any beneficial interest in the
Group'’s five largest customers.

BANK BORROWINGS

The particulars of bank borrowings of the Group as at 31 December
2019 are set out in note 22 to the financial statements.

DONATIONS

The Group donated HK$53,000 (2018: HK$22,000) for charitable and
other purposes during the year.

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

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

RELATED PARTY TRANSACTIONS

Related party transactions of the Group are set out in note 34 to the
financial statements. In relation to those related party transactions
that also constituted connected transactions or continuing connected
transactions of the Group as defined in the Listing Rules, the relevant
disclosure requirements in accordance with Chapter 14A of the
Listing Rules have been complied with.

PUBLIC FLOAT

At the date of this report, the Company has maintained the prescribed
public float under the Listing Rules, based on the information that is
publicly available to the Company and to the best of knowledge of its
Directors.
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AUDITOR

PwC resigned as the auditor of the Company with effect from 19
June 2019. BDO has been appointed as the auditor of the Company
with effect from 15 July 2019 to fill the casual vacancy following the
resignation of PwC and to hold office until the conclusion of the
forthcoming AGM of the Company.

The consolidated financial statements of the Group for the Reporting
Year were audited by BDO who has expressed its willingness to offer
itself for re-appointment at the forthcoming AGM.

A resolution will be submitted to the forthcoming AGM to re-appoint

BDO as the auditor of the Company.

On behalf of the Board

Kingston Chu Chun Ho
Chairman

Hong Kong, 24 March 2020
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INDEPENDENT AUDITOR'S REPORT
B % SEN ¥R S

TO THE SHAREHOLDERS OF SYNERGIS HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Synergis
Holdings Limited (the “Company”) and its subsidiaries (together the
“Group”) set out on pages 96 to 188, which comprise the
consolidated statement of financial position as at 31 December 2019,
the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“‘HKICPA”) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

SYNERGIS HOLDINGS LIMITED
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INDEPENDENT AUDITOR'S REPORT

KEY AUDIT MATTERS

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

Key audit matters identified in our audit are summarised as follows:

o Accounting for construction contracts — including profit
recognition, and contract assets/liabilities; and

. Impairment assessment on receivables and contract assets.

ACCOUNTING FOR CONSTRUCTION CONTRACTS —
INCLUDING PROFIT RECOGNITION, AND CONTRACT
ASSETS/LIABILITIES

Refer to note 7 and note 18 to the consolidated financial statements

For the year ended 31 December 2019, the Group recognised
revenue from construction contracts relating to the interiors and
special projects which totalled approximately HK$838.1 million. The
contract assets and liabilities amounted to approximately HK$312.9
million and approximately HK$11.2 million respectively as at 31
December 2019.

The recognition of revenue and cost of sales for the Group’s
construction contracts is based on the progress towards complete
satisfaction of the performance obligation.

Progress towards complete satisfaction of the performance obligation
is determined by reference to work performed up to the end of the
reporting period. Recognition of profit on contracts requires significant
judgement and estimates of the total contract revenue and costs by
management.
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INDEPENDENT AUDITOR'S REPORT
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Our response:

We tested the key controls on how management measure the
progress towards complete satisfaction of the performance obligation,
including controls on estimated total contract revenue and costs,
budgeted margins, progress billings and progress payments of
contracts.

Our work in relation to management’s estimated total contract
revenue and costs, and budgeted margins focused on the following
procedures in relation to material construction contracts within the
Group:

. Discussing with the Group’s quantity surveyors and project
managers for the status of the projects, identifying any
variations, claims and provision on loss-making contracts, and
obtaining explanations for fluctuations in margins and the
expected recovery of variations.

. Obtaining corroborative evidence, in relation to the above
points, by reviewing the project budgets, external architect’s
instructions, external architect’s certificates of work performed
and minutes of management’s regular internal meetings, on a
sample basis.

. Inspecting signed contracts to identify the total contract sum
and terms.

. Agreeing the progress towards complete satisfaction of the
performance obligation to the surveyors’ latest valuation and/or
external architects certificates.

. Testing the calculations of contract revenue, costs, and
construction contracts assets/liabilities.

. Where applicable, inspecting correspondence with the
customers and sub-contractors to obtain audit evidence on
variations from customers, claims from customers and sub-
contractors.

We found the assumptions made by management in relation to
construction contracts (including profit recognition and contract
assets and liabilities) are supported by the audit evidence available.

SYNERGIS HOLDINGS LIMITED
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INDEPENDENT AUDITOR'S REPORT

IMPAIRMENT ASSESSMENT ON RECEIVABLES AND
CONTRACT ASSETS

Refer to note 18 and note 19 to the consolidated financial statements

The Group had receivables of approximately HK$336.6 million (after
provision for impairment of approximately HK$94.3 million) and
contract assets of approximately HK$312.9 million (after provision for
impairment of approximately HK$53.3 million) as at 31 December
2019.

Receivables of the Group comprise mainly receivables in relation to
the Group’s business of (i) property and facility management services,
and (i) interiors and special projects. Contract assets are in relation to
the Group’s business of interiors and special projects.

The recoverable amount is estimated by management based on their
specific recoverability assessment on individual counterparties with
reference to the aging profile, historical payment pattern, the past
record of default and assessment of their financial position.
Management would make specific provision against individual
balances with reference to the estimated recoverable amount.

For the purpose of impairment assessment, significant judgements
and assumptions include identification of impairment indicators, the
credit risks of counterparty, the estimated timing and amount of future
cash flows for the determination of the impairment charge.

Our response:

We performed the following procedures in relation to the recoverability
of receivables and contract assets:

° Testing the accuracy of aging of trade receivables at year end
on a sample basis.

. Obtaining lists of outstanding receivables and contract assets,
and identifying any counterparty with potential financial difficulty
through discussion with management as well as conducting
market research on the industry.
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o Assessing the recoverability of the unsettled receivables and
contract assets on a sample basis through our evaluation of
management’s assessment with reference to the credit profile
of the counterparties, historical payment pattern of the
counterparties, publicly available information and latest
correspondence with the counterparties and to consider if any
additional provision should be made.

o Testing subsequent settlement and contract work certification
of receivables and contract assets respectively after the balance
sheet date on a sample basis.

We found the key judgements and assumptions used by
management in the recoverability assessment of receivables and
contract assets to be supportable based on the available evidence.

OTHER MATTER

The consolidated financial statements of the Group for the year ended
31 December 2018, were audited by another auditor who expressed
an unmodified opinion on those statements on 26 March 2019.

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises the information included in the Company’s
2019 annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

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

SYNERGIS HOLDINGS LIMITED
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INDEPENDENT AUDITOR'S REPORT

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibilities in this regard.

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with the terms of our engagement, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.
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As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

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

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

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

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

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

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

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

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

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

BDO Limited
Certified Public Accountants

Lee Ka Leung, Daniel
Practising Certificate Number P01220

Hong Kong, 24 March 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
moOBaNREMEEHNAR

For the year ended 31 December 2019
HZE2019F12 A1 BIEFE

2019 2018
Note HK$’°000 HK$’000
Kfa BET T BT T
Revenue Wz 7 1,569,280 1,532,986
Cost of sales and service SHE RRBK A (1,426,860) (1,382,846)
Gross profit ES 142,420 150,140
Other income EH A A 3,424 4,952
General and administrative expenses ~ — 8 R1TE R X (93,371) (123,466)
Interest expenses FERY 8 (7,338) (6,239)
Doubtful debts recovery Iy [B] 22 AR 19 87 339
Impairment of receivables MRS 2 RE 19 (816) (23,271)
Impairment loss on goodwill R REEE 17 - (116,794)
Impairment of contract assets BREEZRE 18 - (47,162)
Loss on disposal of subsidiaries HENBATZER 30 - (623)
Gain on disposal of a subsidiary & — B A Rz e 31 - 183
Profit/(loss) before taxation BRESRTE A (E518) 9 44,406 (161,937)
Taxation I8 12 (6,824) 1,673
Profit/(loss) for the year ERERN () 37,582 (160,264)
Profit/(loss) attributable to: FEMR & A, (E18) -
Equity holders of the Company KNG RERE A 37,582 (160,018)
Non-controlling interests FEE AR R - (246)
37,582 (160,264)
Earnings/(losses) per share ERATREFEA
attributable to the equity holders  FE{LERER (Ei8)
of the Company
— basic (HK cents) — EAR B 14 8.8 (37.7)
— diluted (HK cents) — g (BEL) 14 74 (37.7)

SYNERGIS HOLDINGS LIMITED
2019 Annual Report



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
moBRmMAEMEDWREE

For the year ended 31 December 2019
HZE2019F12 A31 BIEFE

2019 2018
HK$'000 HK$'000
BET T BT IT
Profit/(loss) for the year FREF(BE) 37,582 (160,264)
Other comprehensive income/(loss): Hin 2 mEUzs (E8) :
ltems that will not be reclassified to EgEreEm s EEER
profit or loss: ZIEB -
Actuarial gain/(loss) on long service RUREEaBEZRE
payment liabilities W, (E518) 274 (1,055)
ltems that may be subsequently AEEEHHERER
reclassified to profit or loss: ZIHER
Exchange differences on translating WMEFINEIRELEZ
foreign operations X =58 (577) (1,249)
Realisation of exchange reserve upon & KB A BB & IR
disposal of subsidiaries [& 5 Gh R - 1562
Other comprehensive loss FREMEEEE
for the year (303) (2,152)
Total comprehensive income/ ErzmEkE (BB AE
(loss) for the year 37,279 (162,416)
Total comprehensive income/(loss) 2 EMEGWE (&)
attributable to: HEE
Equity holders of the Company RARIEHERERA A 37,279 (162,170)
Non-controlling interests FEPERR - (246)
37,279 (162,416)
FEERERAT
T NEEH



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
i O M AR R

As at 31 December 2019
M2019F 12 A31H

2019 2018
Note HK$’000 HK$’'000
K et BT T BT T
Non-current assets FRBEE
Property, plant and equipment M R NERE 15 20,387 10,960
Investment properties B 16 7,200 7,000
Deferred tax assets IRIETRIBE B 26 6,294 6,528
Prepayment TE IR 415 2,331
Total non-current assets EREEELTE 34,296 26,819
Current assets REBEE
Contract assets BHEE 18 312,863 293,143
Receivables FEUAR K 19 336,633 379,983
Deposits and prepayments e RIERRIE 22,819 22,188
Taxation recoverable G E R 1,410 2,791
Cash and cash equivalents HeRBESEE 20 116,873 103,084
Pledged bank deposits/time BEEBRITFERREIEAH
deposits with original maturities BBE=EAZEHEFER
over three months 20 11,471 10,866
Total current assets RBEESLR 802,069 812,055
Current liabilities REBAE
Payables and accruals FERRF R ERTE A 21 506,619 569,783
Contract liabilities AHEE 18 15,892 10,953
Bank loans IRITER 22 131,000 166,000
Lease liabilities HERE 23 7,641 =
Taxation payable e HIR 4,231 464
Total current liabilities REBAEEE 665,383 747,200
Netcurrentassets =~~~ wB®E®E =~~~ 136,686 ! 64,855
Total assets less current liabilites RER®\ARBAR 170,982 91,674
Non-current liabilities FREESE
Long service payment liabilities EHRESaE 24 1,576 1,963
Convertible bonds Al E A 25 35,882 =
Lease liabilities HEaRE 23 2,464 -
Deferred tax liabilities BELEFIRAE 26 400 189
Total non-current liabilites ~ FnmfAfes® 0 40822 2,152
Netassets =~ =#g¥&€ 130660 | 89,522
098 SYNERGIS HOLDINGS LIMITED

2019 Annual Report



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

fm O R A R

As at 31 December 2019
® 2019412 A31H

2019 2018
Note HK$’000 HK$’000
BiaE BET T BETIT

Equity attributable to equity holders Zx A Bl B #1545 A FE{LRE %

of the Company

Share capital B 27 50,486 50,486
Reserves i 28 80,174 39,036
Total equity FESAEE 130,660 89,522

The notes on pages 102 to 188 are an integral part of these
consolidated financial statements.

The financial statements were approved by the Board of Directors on
24 Mach 2020 and were signed on its behalf.

FI1REF 1B AZMEAZEHEMBREK
Z AR ©
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Kingston Chu Chun Ho Mandy Hui Suk Man
KEE FF B
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GOIRRBNE

For the year ended 31 December
HZE2019F12 A1 BIEFE

2019

Attributable to equity holders of the Company
BRRRATRESEA

Equity  Retained

component  eamings/ Non-
Share Share Merger  Exchange of convertible (accumulated controlling Total
capital  premium reserve reserve bonds losses) Total  interests Equity
TARES REER/
RE  ROEE  afRE  ENRE 2ERD  (RHER) & FERER  BROE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
AETr  BETn  E%Tn BETr AETn  A%Tn A%Tn BT BT
At1 January 2019 R2019%151H 50,486 185,420 1513 (1,947) - (145950) 89,522 - 89,522
Change in accounting policy (note 208) -~ SHERES (R 2(a)) - - - - - (1,321) (1,321) - (1,321)
Restated total equity at 1 January 2019 1420194 1 1 REVEES
BRgE 50486 185420 1,513 (1,947) - (1412m) 88,201 - 88,201
Profit for the year Epigt - - - - - 37,582 31,582 - 31,582
Other comprehensive income/(oss): B2 /(Bi8) :
Actuarial gain on long service RERREBE EERE
payment liabilties - - - - - 214 214 - 214
Bxchange diferences on tranlating ~~ BEENEREL 7 ERER
foreign operations - - - (677) - - (877) - (577)
Total other comprehensive income/oss) Kt 2N / (B5ig) 238 - - - (577) - 274 (303) - (303)
Total comprehensive incomeffoss) 2 ENE/ (Bl 2% - - - (571) - 37,856 37,219 - 37,219
Issue of convertible bonds BraakEs - - - - 5,180 - 5,180 - 5,180
At 31 December 2019 H2019512531A 50,486 185,420 1,513 (2,524) 5,180 (109,415) 130,660 - 130,660
At 1 January 2018 R20185151H 50,486 185,420 1,513 (850) - 15,416 251,985 (1,158 260,827
Change in accounting polcy EiHERE - - - - - (299) (299) - (299)
Restated total equiy at 1 January 2018 120184 1 f 1 B0 ES|
s 5048 185420 1513 (850) - 1518 516 (1,159 25053
Loss for the year ENER - - - - - (le0o1y (160018 U (160264)
Other comprehensive income/(oss): ~ Et2EWE/(BE) -
Actuarial oss on long senvice RERBLAB RERE
payment liabilties - - - - - (1,085) (1,055) - (1,058)
Exchange differences on translating ~~ E SN EHEL ZEN 28
foreign operations = - - (1,249) - = (1249) - (1,249
Realisation of exchenge resenveupon  (HEHBATRERE S &
disposal of subsidiaries - - - 152 - - 162 - 152
Total other comprehensive loss P AERER - - - (1,097) - (1,089) (2,152 - (2152
Total comprehensive loss *AERER - - - (1,097) - (161073 (162,170) (046)  (162,416)
Disposal of subsidfaries LEMBAR - - - - = = - 1404 1404
At 31 December 2018 H2018512531A 50,486 185,420 1,513 (1.947) - (145,950) 89,522 - 89,622

The note on pages 102 to 188 are an integral part of these

consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

n'TJ' =) Iﬁ %

\EE

JNLEB

For the year ended 31 December 201 9

HZE2019F 12 A31 BIEFEE

2019 2018
Note HK$’000 HK$’000
Hiat BET T BT IT
Operating activities R
Cash generated from operations R REL IS 29(a) 32,597 10,866
Interest received B UHE 522 243
Interest paid BHE (6,383) (6,279)
Income taxes paid BFFREEL (1,231) (5,041)
Net cash generated from/(used in) & EKELE (3H)
operating activities ZBR&FHE 25,505 (211)
Investing activities REHEK
Purchase of property, plant BEME WSS RHRE
and equipment (5,040) (3,565)
Proceeds from disposal of property, &3 - #2824
plant and equipment FriS k8 413 346
Disposal of subsidiaries, net of cash HENBATR - Mk
disposed BEHERE 30 & 31 - (1,583)
Increase in pledged bank deposits/ EANEMARITER
time deposits with original [REEAR @B =8 A
maturities over three months 2 TEBRTER (605) (7,200)
Net cash used in investing REXBFEACRESEH
activities (5,232) (12,002)
Financing activities RS A 29(b)
Drawdown of bank loans FARITER 35,000 65,000
Repayment of bank loans ERBITER (70,000) (61,402)
Proceeds from issuance of 7% BITT% Al ARG FT1S5RIA -
convertible bonds, net of HBRZ B A
transaction costs 40,749 =
Repayment of principal portion of the {EiEHEA B2 AL H
lease liabilities (12,297) -
Net cash (used in)/generated from ®IE% (FEMR) EE
financing activities ZHREREE (6,548) 3,598
Net increase/(decrease) in cash HERBEESEEN(BD)
and cash equivalents -2 13,725 (8,615)
Cash and cash equivalents at the FUIzRERREEE
beginning of the year 103,084 112,632
Exchange gain/(loss) on cash BE MBS EBEZIER
and cash equivalents W2k (EE) 64 (833)
Cash and cash equivalents at ERZRERRLEE
the end of the year 116,873 103,084

The note on pages 102 to 188 are an integral part of these

consolidated financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 ¥ 2R B 5E

1.

GENERAL INFORMATION

The Company was incorporated in Bermuda under the
Companies Act 1981 of Bermuda as an exempted company on
4 August 2003. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton, HM 11, Bermuda. The
Company’s shares were listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 9 October 2003.

The principal business of the Group is principally engaged in the
provision of PFM Business and ISP Business in Hong Kong,
China and Macau.

The consolidated financial statements are presented in
thousands of Hong Kong dollars (HK$), unless otherwise stated,
and were approved for issue by the Board on 24 March 2020.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS

(a) Adoption of new/revised standards — effective
1 January 2019

The HKICPA has issued a number of new or amended
standards, interpretations and amendments to standards
that are first effective for the current accounting period of
the Group:

HKFRS 16 Lease

HK(IFRIC)-Int 23 Uncertainty over Income
Tax Treatments
Amendments to HKFRS 9 Prepayment Features with
Negative Compensation
Plan amendment,
curtailment or settlement
Long-term Interests in
Associates
and Joint Ventures
Annual Improvements to
HKFRSs 2015-2017
Cycle

Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRS 3,
HKFRS 11, HKAS 12
and HKAS 23

The impacts of the adoption of HKFRS 16 Leases have
been summarised below. The other new or amended
standards that are effective from 1 January 2019 did not
have any material impact on the Group’s accounting
policies.
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(i)

NOTES TO THE FINANCIAL STATEMENTS

Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in accounting
treatment for lease accounting, primarily for
accounting for lessees. It replaces HKAS 17 Leases
(“HKAS 17”), HK(IFRIC)-Int 4 Determining whether
an Arrangement contains a Lease, HK(SIC)-Int 15
Operating Leases-Incentives and HK(SIC)-Int 27
Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. From a lessee’s
perspective, almost all leases are recognised in the
statement of financial position as right-of-use assets
and lease liabilities, with the narrow exception to
this principle for leases which the underlying assets
are of low-value or are determined as short-term
leases. From a lessor’s perspective, the accounting
treatment is substantially unchanged from HKAS
17. For details of HKFRS 16 regarding its new
definition of a lease, its impact on the Group’s
accounting policies and the transition method
adopted by the Group as allowed under HKFRS 16,
please refer to section (i) to (v) of this note.

The Group has applied HKFRS 16 using the
cumulative effect approach and recognised all the
cumulative effect of initially applying HKFRS 16 as
an adjustment to the opening balance of retained
earnings at the date of initial application. The
comparative information presented in 2018 has not
been restated and continues to be reported under
HKAS 17 and related interpretations as allowed by
the transition provision in HKFRS 16.

(i)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

The following tables summarised the impact of
transition to HKFRS 16 on statement of financial
position as of 31 December 2018 to that of 1
January 2019 as follows (increase/(decrease)):

TERBMBEER BN R
EEAF16REEE 20184
123318 £201951A1H
HA B R KRBT (5
/G

HK$'000
BETIT
Statement of financial position as at 201941 A1 BB AR R &R
1 January 2019
Right-of-use assets presented in property, R - MBS RERHEEIE
plant and equipment EREEE 14,946
Payables and accruals FERTIRF R RETE A 2,836
Non-current lease liabilities JEnBEEAE 2,468
Current lease liabilities mEEAE 10,963
Retained earnings 1RBBHF (1,321)

The following reconciliation explains how the
operating lease commitments disclosed applying
HKAS 17 at the end of 31 December 2018 could be
reconciled to the lease liabilities at the date of initial
application recognised in the statement of financial

AT ERE a4 2018 F 12 A
S1BREABEGH LS
17BN EHEAER
M 2019461 A1 8 &9 Bt % ik
MERERNERER BN

position as at 1 January 2019: HEBBZHEER
HK$'000
BEET I
Reconciliation of operating lease KEHEREEAEAEHER

commitment to lease liabilities

Operating lease commitment as of R 20184 12 A 31 B RS LT E&IE

31 December 2018 14,283
Future interest expenses R A B (852)
Total lease liabilities as of 1 January 2019 1201961 A1 BMHEERERE 13,431
Of which are: Hi A -

Current lease liabilities mEHEaE 10,963

Non-current lease liabilities ERBHEEAE 2,468

13,431

The weighted average lessee’s incremental 201941 A1 8 & 8 7% Ak
borrowing rate applied to lease liabilities recognised MRERANEERBEEAN
in the statement of financial position as at 1 January INHE S 39 A A & B R

2019 is 4.7%. RELTY% °

SYNERGIS HOLDINGS LIMITED
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(i)

(iii)

NOTES TO THE FINANCIAL STATEMENTS

The new definition of a lease

Under HKFRS 16, a lease is defined as a contract,
or part of a contract, that conveys the right to use
an asset (the underlying asset) for a period of time
in exchange for consideration. A contract conveys
the right to control the use of an identified asset for
a period of time when the customer, throughout the
period of use, has both: (a) the right to obtain
substantially all of the economic benefits from use
of the identified asset and (b) the right to direct the
use of the identified asset.

Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease as
an operating lease or a finance lease based on the
extent to which risks and rewards incidental to
ownership of a lease asset lie with the lessor or the
lessee. If a lease is determined as an operating
lease, the lessee would recognise the lease
payments under the operating lease as an expense
over the lease term. The asset under the lease
would not be recognised in the statement of
financial position of the lessee.

Under HKFRS 16, all leases (irrespective of they are
operating leases or finance leases) are required to
be capitalised in the statement of financial position
as right-of-use assets and lease liabilities, but
HKFRS 16 provides accounting policy choices for
an entity to choose not to capitalise (i) leases which
are short-term leases and/or (i) leases for which the
underlying asset is of low-value. The lease
payments associated with those leases have been
expensed on straight-line basis over the lease term.

The Group recognised a right-of-use asset and a
lease liability at the commencement date of a lease.

(i)

(iii)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

Right-of-use asset

The right-of-use asset should be recognised at cost
and would comprise: (i) the amount of the initial
measurement of the lease liability (see below for the
accounting policy to account for lease liability); (ii)
any lease payments made at or before the
commencement date, less any lease incentives
received; (iii) any initial direct costs incurred by the
lessee and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the
underlying asset to the condition required by the
terms and conditions of the lease, unless those
costs are incurred to produce inventories. Under the
cost model, the Group measures the right-to-use at
cost, less any accumulated depreciation and any
impairment losses, and adjusted for any
remeasurement of lease liability.

Lease liability

The lease liability should be recognised at the
present value of the lease payments that are not
paid at the date of commencement of the lease.
The lease payments shall be discounted using the
interest rate implicit in the lease, if that rate can be
readily determined. If that rate cannot be readily
determined, the Group shall use the Group’s
incremental borrowing rate.

The following payments for the right-to-use the
underlying asset during the lease term that are not
paid at the commencement date of the lease are
considered to be lease payments: (i) fixed payments
less any lease incentives receivable: (i) variable
lease payments that depend on an index or a rate,
initially measured using the index or rate as at
commencement date; (i) amounts expected to be
payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase
option if the lessee is reasonably certain to exercise
that option and (v) payments of penalties for
terminating the lease, if the lease term reflects the
lessee exercising an option to terminate the lease.
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(iv)

v

NOTES TO THE FINANCIAL STATEMENTS

Subsequent to the commencement date, a lessee
shall measure the lease liability by: (i) increasing the
carrying amount to reflect interest on the lease
liability; (i) reducing the carrying amount to reflect
the lease payments made; and (jiij) remeasuring the
carrying amount to reflect any reassessment or
lease modifications, e.g., a change in future lease
payments arising from change in an index or rate, a
change in the lease term, a change in the in
substance fixed lease payments or a change in
assessment to purchase the underlying asset.

Accounting as a lessor

The Group has leased out its investment properties
to a number of tenants. As the accounting under
HKFRS 16 for a lessor is substantially unchanged
from the requirements under HKAS 17, the adoption
of HKFRS 16 does not have significant impact on
these condensed consolidated financial statements.

Transition

As mentioned above, the Group has applied HKFRS
16 using the cumulative effect approach and
recognised all the cumulative effect of initially
applying HKFRS 16 as an adjustment to the
opening balance of retained earnings at the date of
initial application (1 January 2019). The comparative
information presented in 2018 has not been
restated and continues to be reported under HKAS
17 and related interpretations as allowed by the
transition provision in HKFRS 16.

The Group has recognised the lease liabilities at the
date of 1 January 2019 for leases previously
classified as operating leases applying HKAS 17
and measured those lease liabilities at the present
value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate at 1
January 2019.

(iv)

v)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

The Group has elected to recognise all the right-of-
use assets at 1 January 2019 for leases previously
classified operating leases under HKAS 17 as if
HKFRS 16 had been applied since the
commencement date, but discounted using the
lessee’s incremental borrowing rate at the date of
initial application. For all these right-of-use assets,
the Group has applied HKAS 36 Impairment of
Assets at 1 January 2019 to assess if there was any
impairment as on that date.

The Group has also applied the follow practical
expedients: (i) applied a single discount rate to a
portfolio of leases with reasonably similar
characteristics; and (i) used hindsight in determining
the lease terms if the contracts contain options to
extend or terminate the leases.

In addition, the Group has also applied the practical
expedients such that: (i) HKFRS 16 is applied to all
of the Group’s lease contracts that were previously
identified as leases applying HKAS 17 and
HK(IFRIC)-Int 4 Determining whether an
Arrangement contains a Lease and (ii) not to apply
HKFRS 16 to contracts that were not previously
identified as containing a lease under HKAS 17 and
HK(FRIC)-Int4.

(b) New/revised standards that have been issued
but are not yet effective

The following new/revised standards, potentially relevant
to the Group’s financial statements, have been issued,
but are not yet effective and have not been early adopted
by the Group. The Group’s current intention is to apply
these changes on the date they become effective.
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NOTES TO THE FINANCIAL STATEMENTS

Amendments to HKFRS 3 Definition of a Business'

Amendments to HKAS 1 Definition of Material’
and HKAS 8

Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform’

HKFRS 17 Insurance Contracts?

Amendments to HKFRS 10 Sale or Contribution of
and HKAS 28 Assets between an
Investor and its Associate
or Joint Venture®

! Effective for annual periods beginning on or after 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021

9 Effective for annual periods to be determined

Amendments to HKFRS 3 — Definition of a Business

The amendments clarify that a business must include, as
a minimum, an input and a substantive process that
together significantly contribute to the ability to create
outputs, together with providing extensive guidance on
what is meant by a “substantive process”. Additionally,
the amendments remove the assessment of whether
market participants are capable of replacing any missing
inputs or processes and continuing to produce outputs,
whilst narrowing the definition of “outputs” and a
“business” to focus on returns from selling goods and
services to customers, rather than on cost reductions. An
optional concentration test has also been added that
permits a simplified assessment of whether an acquired
set of activities and assets is not a business.

Amendments to HKAS 1 and HKAS 8 — Definition of
Material

The amendments clarify the definition and explanation of
“material”, aligning the definition across all HKFRS
Standards and the Conceptual Framework, and
incorporating supporting requirements in HKAS 1 into the
definition.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

Amendments to HKFRS 9, HKAS 39 and HKFRS 7
— Interest Rate Benchmark Reform

The amendments modify some specific hedge accounting
requirements to provide relief from potential effects of the
uncertainties caused by interest rate benchmark reform.
In addition, the amendments require companies to
provide additional information to investors about their
hedging relationships which are directly affected by these
uncertainties.

HKFRS 17 — Insurance Contracts

HKFRS 17 will replace HKFRS 4 as a single principle-
based standard for the recognition, measurement,
presentation and disclosure of insurance contracts in the
financial statements of the issuers of those contracts.

Amendments to HKFRS 10 and HKAS 28 — Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments clarify the extent of gains or losses to
be recognised when an entity sells or contributes assets
to its associate or joint venture. When the transaction
involves a business the gain or loss is recognised in full,
conversely when the transaction involves assets that do
not constitute a business the gain or loss is recognised
only to the extent of the unrelated investors’ interests in
the joint venture or associate.

The Group is not yet in a position to state whether these
new pronouncements will result in substantial changes to
the Group’s accounting policies and financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

3. BASIS OF PREPARATION

(a)

(b)

()

(d)

Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs, Hong
Kong Accounting Standards (“HKASs”) and
Interpretations (hereinafter collectively referred to as the
“HKFRS”) and the disclosure requirements of the Hong
Kong Companies Ordinance. In addition, the consolidated
financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”).

Basis of measurement

The consolidated financial statements have been
prepared under the historical cost basis, except for
investment properties and certain financial instruments
that are measured at fair values, at the end of each
reporting period, as explained in the accounting policies
set out below.

Use of estimates and judgements

The preparation of consolidated financial statements in
conformity with HKFRSs 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. The areas involving a higher
degree of judgement or complexity or areas where
assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 6.

Functional and presentation currency

The financial statements are presented in Hong Kong
dollars (“HK$”), which is the same as the functional
currency of the Company. All values are rounded to the
nearest thousand except when otherwise indicated.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

SIGNIFICANT ACCOUNTING POLICIES

(a) Business combination and basis of

consolidation

The consolidated financial statements comprise the
financial statements of the Group. Inter-company
transactions and balances between group companies
together with unrealised profits are eliminated in full in
preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the asset
transferred, in which case the loss is recognised in profit
or loss.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
profit or loss and other comprehensive income from the
effective dates of acquisition or up to the effective dates
of disposal, as appropriate. Where necessary,
adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with
those used by other members of the Group.

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair
value of assets transferred, liabilities incurred and equity
interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group’s previously held equity interest in the acquiree, if
any, is re-measured at acquisition-date fair value and the
resulting gains or losses are recognised in profit or loss.
The Group may elect, on a transaction-by-transaction
basis, to measure the non-controlling interests that
represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other non-controlling
interests are measured at fair value unless another
measurement basis is required by HKFRSs. Acquisition
related costs incurred are expensed unless they are
incurred in issuing equity instruments in which case the
costs are deducted from equity.
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(b)

NOTES TO THE FINANCIAL STATEMENTS

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from
new information obtained within the measurement period
(@ maximum of 12 months from the acquisition date)
about the fair value at the acquisition date. All other
subsequent adjustments to contingent consideration
classified as an asset or a liability are recognised in profit
or loss.

When the Group loses control of a subsidiary, the gain or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (i)
the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interest. Amounts previously recognised in
other comprehensive income in relation to the subsidiary
are accounted for in the same manner as would be
required if the relevant assets or liabilities were disposed
of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests
at initial recognition plus the non-controlling interest’s
share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in the non-controlling interest
having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is
able to exercise control. The Company controls an
investee if all three of the following elements are present:
power over the investee, exposure, or rights, to variable
returns from the investee, and the ability to use its power
to affect those variable returns. Control is reassessed
whenever facts and circumstances indicate that there
may be a change in any of these elements of control.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

(b)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(c) Joint arrangements

The Group is a party to a joint arrangement where there is
a contractual arrangement that confers joint control over
the relevant activities of the arrangement to the group and
at least one other party. Joint control is assessed under
the same principles as control over subsidiaries.

The Group classifies its interests in joint arrangements as
either:

o Joint ventures: where the Group has rights to only
the net assets of the joint arrangement; or

. Joint operations: where the Group has both the
rights to assets and obligations for the liabilities of
the joint arrangement.

In assessing the classification of interests in joint
arrangements, the Group considers:

U The structure of the joint arrangement;

. The legal form of joint arrangements structured
through a separate vehicle;

° The contractual terms of the joint arrangement
agreement; and

. Any other facts and circumstances (including any
other contractual arrangements).

The Group accounts for its interests joint operations by
recognizing its share of assets, liabilities, revenues and
expenses in accordance with its contractually conferred
rights and obligations.
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NOTES TO THE FINANCIAL STATEMENTS

(d) Goodwill

()

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration
paid, the amount of any non-controlling interest in the
acquiree and the acquisition date fair value of the
acquirer’s previously held equity interest in the acquiree,
the excess is recognised in profit or loss on the acquisition
date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash generating unit is the
smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows
from other assets or groups of assets. A cash generating
unit to which goodwill has been allocated is tested for
impairment annually, by comparing its carrying amount
with its recoverable amount, and whenever there is an
indication that the unit may be impaired.

For goodwill arising on an acquisition in a financial year,
the cash generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the
carrying amount of any goodwill allocated to the unit first,
and then to the other assets of the unit pro-rata on the
basis of the carrying amount to each asset in the unit.
However, the loss allocated to each asset will not reduce
the individual asset’s carrying amount to below its fair
value less cost of disposal (if measurable) or its value in
use (if determinable), whichever is the higher. Any
impairment loss for goodwill is recognised in profit or loss
and is not reversed in subsequent periods.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker, who
is responsible for allocating resources and assessing
performance of the operating segments and making
strategic decisions.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(f)

(9)

Investment properties

Investment property is held for long-term rental yields or
for capital appreciation or both, and is not occupied by
the companies in the Group.

Investment property is measured initially at its cost,
including related transaction costs. After initial recognition,
investment property is carried at fair value. Fair value is
revaluated bi-annually based on active market prices,
adjusted for any necessary difference in the nature,
location or condition of the specific asset.

The fair value of investment property reflects, among
other things, rental income from current leases and
assumptions about rental income from future leases in the
light of current market conditions. Changes in fair values
are recognised in profit or loss.

Property, plant and equipment

Property, plant and equipment are stated at historical cost
less accumulated depreciation and impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in each asset’s carrying
amount only when it is probable that there is future
economic benefit to the Group and the cost of the item
can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and
maintenance are charged to the statement of profit or
loss during the financial period in which they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method based on
estimated useful lives, as follows:

Leasehold improvements
Motor vehicles
Furniture and equipment

Over the lease period
25%-33% per annum
10%-50% per annum

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period. An assets’ carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable
amount (note 6(a)).

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.
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NOTES TO THE FINANCIAL STATEMENTS

(h) Financial Instruments

(i)

Financial assets

A financial asset (unless it is an account receivable
without a significant financing component) is initially
measured at fair value plus, for an item not at fair
value through profit or loss (“FVTPL”), transaction
costs that are directly attributable to its acquisition
or issue. An account receivable without a significant
financing component is initially measured at the
transaction price.

All regular way purchases and sales of financial
assets are recognised on the trade date, that is, the
date that the Group commits to purchase or sell the
asset. Regular way purchases or sales are
purchases or sales of financial assets that require
delivery of assets within the period generally
established by regulation or convention in the
market place.

Financial assets with embedded derivatives are
considered in their entirely when determining
whether their cash flows are solely payment of
principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model for
managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. Financial assets at
amortised cost are subsequently measured using
the effective interest rate method. Interest income,
foreign exchange gains and losses and impairment
are recognised in profit or loss. Any gain on
derecognition is recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

Fair value through other comprehensive income
(“FVOCI”): Assets that are held for collection of
contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent
solely payments of principal and interest, are
measured at fair value through OCI. Debt
investments at fair value through other
comprehensive income are subsequently measured
at fair value. Interest income calculated using the
effective interest rate method, foreign exchange
gains and losses and impairment are recognised in
profit or loss. Other net gains and losses are
recognised in other comprehensive income. On
derecognition, gains and losses accumulated in
other comprehensive income are reclassified to
profit or loss.

Fair value through profit or loss (“FVTPL”): Financial
assets at fair value through profit or loss include
financial assets held for trading, financial assets
designated upon initial recognition at fair value
through profit or loss, or financial assets mandatorily
required to be measured at fair value. Financial
assets are classified as held for trading if they are
acquired for the purpose of selling or repurchasing
in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for
trading unless they are designated as effective
hedging instruments. Financial assets with cash
flows that are not solely payments of principal and
interest are classified and measured at fair value
through profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost or at
fair value through other comprehensive income, as
described above, debt instruments may be
designated at fair value through profit or loss on
initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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(i)

NOTES TO THE FINANCIAL STATEMENTS

Equity instruments
On initial recognition of an equity investment that is

not held for trading, the Group could irrevocably
elect to present subsequent changes in the
investment’s fair value in other comprehensive
income. This election is made on an investment-by-
investment basis. Equity investments at fair value
through other comprehensive income are measured
at fair value. Dividend income are recognised in
profit or loss unless the dividend income clearly
represents a recovery of part of the cost of the
investments. Other net gains and losses are
recognised in other comprehensive income and are
not reclassified to profit or loss. All other equity
instruments are classified as FVTPL, whereby
changes in fair value, dividends and interest income
are recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for expected
credit loss (“ECL”) on account receivables, contract
assets, and financial assets measured at amortised
cost. The ECLs are measured on either of the
following bases: (1) 12 months ECLs: these are the
ECLs that result from possible default events within
the 12 months after the reporting date: and (2)
lifetime ECLs: these are ECLs that result from all
possible default events over the expected life of a
financial instrument. The maximum period
considered when estimating ECLs is the maximum
contractual period over which the Group is exposed
to credit risk.

ECLs are probability-weighted estimate of credit
losses. Credit losses are measured as the difference
between all contractual cash flows that are due to
the Group in accordance with the contract and all
the cash flows that the Group expects to receive.
The shortfall is then discounted at an approximation
to the assets’ original effective interest rate.

(ii)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

The Group has elected to measure loss allowances
for account receivables and contract assets using
HKFRS 9 simplified approach and has calculated
ECLs based on lifetime ECLs. The Group has
established a provision matrix that is based on the
Group’s historical credit loss experience, adjusted
for forward-looking factors specific to the debtors
and the economic environment.

For other debt financial assets, the ECLs are based
on the 12-month ECLs. However, when there has
been a significant increase in credit risk since
origination, the allowance will be based on the
lifetime ECLs.

Significant increase in credit risk

When determining whether the credit risk of a
financial asset has increased significantly since initial
recognition and when estimating ECL, the Group
considers reasonable and supportable information
that is relevant and available without undue cost or
effort. This includes both quantitative and qualitative
information analysis, based on the Group’s historical
experience and informed credit assessment and
including forward-looking information.

The Group assumes that the credit risk on a
financial asset has increased significantly if it is more
than 30 days past due, unless the Group has
reasonable and supportable information that
demonstrates otherwise.

Despite the foregoing, the Group assumes that the
credit risk on a debt instrument has not increase
significantly since initial recognition if the debt
instrument is determined to have low credit risk at
the reporting date. A debt instrument is determined
to have low credit risk if () it has a low risk of default,
(i) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term
and (iii) adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations.
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NOTES TO THE FINANCIAL STATEMENTS

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

Credit-impaired financial assets

The Group considers a financial asset to be credit-
impaired when: (1) the borrower is unlikely to pay its
credit obligations to the Group in full, without
recourse by the Group to actions such as realising
security (if any is held); or (2) the financial asset is
more than 90 days past due, unless the Group has
reasonable and supportable information that
demonstrates otherwise.

Interest income on credit-impaired financial assets
is calculated based on the amortised cost (i.e. the
gross carrying amount less loss allowance) of the
financial asset. For non credit-impaired financial
assets interest income is calculated based on the
gross carrying amount.

Definition of default

The Group considers the following as constituting
an event of default for internal credit risk
management purposes as historical experience
indicates that receivables that meet either of the
following criteria are generally not recoverable:

o when there is a breach of financial covenants
by the debtor; or

. information developed internally or obtained
from external sources indicates that the
debtor is unlikely to pay its creditors, including
the Group, in full (without taking into account
any collaterals held by the Group).

The Group considers that default has occurred
when a financial asset is more than 90 days past
due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

Write-off policy

The Group writes off a financial asset when there is
information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect
of recovery, e.g. when the counterparty has been
placed under liquidation or has entered into
bankruptcy proceedings. Financial assets written off
may still be subject to enforcement activities under
the Group’s recovery procedures, taking into
account legal advice where appropriate. Any
recoveries made are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information as described above. As for the exposure
at default, for financial assets, this is represented by
the assets’ gross carrying amount at the reporting
date.

For financial assets, the ECL is estimated as the
difference between all contractual cash flows that
are due to the Group in accordance with the
contract and all the cash flows that the Group
expects to receive, discounted at the original
effective interest rate.

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime
ECL in the previous reporting period, but determines
at the current reporting date that the conditions for
lifetime ECL are no longer met, the Group measures
the loss allowance at an amount equal to 12-month
ECL at the current reporting date, except for assets
for which simplified approach was used.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount
through a loss allowance account.
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(iii)

NOTES TO THE FINANCIAL STATEMENTS

Financial liabilities

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were
incurred. Financial liabilities at fair value through
profit or loss are initially measured at fair value and
financial liabilities at amortised costs are initially
measured at fair value, net of directly attributable
costs incurred.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss
include financial liabilities held for trading and
financial liabilities designated upon initial recognition
as at fair value through profit or loss.

Financial liabilities are classified as held for trading if
they are acquired for the purpose of sale in the near
term. Derivatives, including separated embedded
derivatives, are also classified as held for trading
unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for
trading are recognised in profit or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial liability at fair value through
profit or loss, except where the embedded
derivative does not significantly modify the cash
flows or it is clear that separation of the embedded
derivative is prohibited.

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if
the following criteria are met: (i) the designation
eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from
measuring the liabilities or recognising gains or
losses on them on a different basis; (i) the liabilities
are part of a group of financial liabilities which are
managed and their performance evaluated on a fair
value basis, in accordance with a documented risk
management strategy; or (iii) the financial liability
contains an embedded derivative that would need
to be separately recorded.

(iii)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(iv)

Subsequent to initial recognition, financial liabilities
at fair value through profit or loss are measured at
fair value, with changes in fair value recognised in
profit or loss in the period in which they arise,
except for the gains and losses arising from the
Group’s own credit risk which are presented in
other comprehensive income with no subsequent
reclassification to the statement of profit or loss. The
net fair value gain or loss recognised in the
statement of profit or loss does not include any
interest charged on these financial liabilities.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including
account and other payables, borrowings, and the
debt element of convertible bonds issued by the
Group are subsequently measured at amortised
cost, using the effective interest method. The
related interest expense is recognised in profit or
loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through
the amortisation process.

Convertible bonds

Convertible bonds issued by the Group that contain
both the liability and conversion option components
are classified separately into their respective items
on initial recognition. Conversion option that will be
settled by the exchange of a fixed amount of cash
or another financial asset for a fixed number of the
Company’s own equity instruments is classified as
an equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing
market interest of similar non-convertible debts. The
difference between the proceeds of the issue of the
convertible bonds and the fair value assigned to the
liability component, representing the conversion
option for the holder to convert the loan bonds into
equity, is included in equity reserve.
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V)

NOTES TO THE FINANCIAL STATEMENTS

In subsequent periods, the liability component of
the convertible bonds is carried at amortised cost
using the effective interest method. The equity
component, represented by the option to convert
the liability component into ordinary shares of the
Company, will remain in convertible bonds equity
reserve until the embedded option is exercised in
which case the balance stated in convertible bonds
equity reserve will be transferred to share capital
and share premium. Where the option remains
unexercised at the expiry dates, the balance stated
in convertible bonds equity reserve will be released
to the retained earnings. No gain or loss is
recognised upon conversion or expiration of the
option.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the proceeds. Transaction costs relating to the
equity component are charged directly to equity.
Transaction costs relating to the liability component
are included in the carrying amount of the liability
portion and amortised over the period of the
convertible bonds using the effective interest
method.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset or
financial liability and of allocating interest income or
interest expense over the relevant period. The
effective interest rate is the rate that exactly
discounts estimated future cash receipts or
payments through the expected life of the financial
asset or liability, or where appropriate, a shorter
period.

(v)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(vi)

Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the financial asset expire or when the financial
asset has been transferred and the transfer meets
the criteria for derecognition in accordance with
HKFRS 9.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

Where the Group issues its own equity instruments
to a creditor to settle a financial liability in whole or
in part as a result of renegotiating the terms of that
liability, the equity instruments issued are the
consideration paid and are recognised initially and
measured at their fair value on the date the financial
liability or part thereof is extinguished. If the fair
value of the equity instruments issued cannot be
reliably measured, the equity instruments are
measured to reflect the fair value of the financial
liability extinguished. The difference between the
carrying amount of the financial liability or part
thereof extinguished and the consideration paid is
recognised in profit or loss for the year.

(i) Employee benefits

(a)

Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. It is the Group’s policy to forfeit any
untaken annual leave with a specific time period.
Subject to regular assessment of staff turnover rate,
a provision will be made or reversed. Employee
entitlements to sick leave and maternity leave are
not recognised until the time of leave. A provision is
made for the estimated liability up to the balance
sheet date.
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(b)

(c)

(d)

NOTES TO THE FINANCIAL STATEMENTS

Profit sharing and bonus plans

Provisions for profit sharing and bonus are made for
the estimated liability for incentive bonus as a result
of services rendered by employees up to the
balance sheet date, where there is a contractual
obligation or past practice that has created a
constructive obligation, and a reliable estimate of
the obligation can be made.

Retirement benefit

The Group participates in mandatory provident fund
schemes in Hong Kong which are defined
contribution plan generally funded through
payments to trustee — administered funds. The
assets of the schemes is held separately from those
of the Group in independently administered funds.

Pursuant to the relevant regulations of the
government in the People’s Republic of China
(“PRC”), the subsidiaries in PRC participates in the
municipal government contribution scheme whereby
the subsidiaries are required to contribute to the
scheme for the retirement benefit of eligible
employees. The municipal government of the PRC
is responsible for the entire benefit obligations
payable to the retired employees. The only
obligation of the Group with respect to the scheme
is to pay the ongoing contributions required by the
scheme. The Group’s contributions to the scheme
are expensed as incurred.

Long service payment liabilities

The Group’s net obligation in respect of long service
accounts payable on cessation of employment in
certain circumstances under the Hong Kong
Employment Ordinance is the amount of future
benefit that employees have earned in return for
their services in the current and prior periods. That
benefit is discounted to determine the present value
and reduced by entitlements accrued under the
Group’s retirement plans. The obligation is
calculated using the projected unit credit method by
a qualified actuary. Actuarial gains or losses was
charged/credited to the other comprehensive
income.

(b)

(c)

(d)

871 55 g 2= B9 5%

B R RIEALET 8

REERBESEER LR
HrBR % - IR B METE
A YEFAMEEREBR
FEFAMELAEERETHRE
AN KA ABAREED
BEMGHBRENERE
18 B# D F RAEA L
B -

RAKAEF

AEEEEB2HEHRAFER
Eestd A AERM
REt8 o —RENRTEE
ABBNESUARHEES -
ZEFTECEERBILER
MESRKE LTEAKEZ
BEDR -

REBEHEARLMBE( F
BBRFzERAN - &
BRI B QRA2ETK
e ARG 8 - Rtk - BB
NEARBEREERZRA
At B R KA I 5K o
BHBAR AN T RKE
BMMARMAE  ~A&H
SLEZ BT BIFTARE 2 E— &
ERBRBZAERESEN
R - REBEHEE 2 H;
FREEREFR X

REBRBEZAE

AEBREFECRREIEG)
AEETEATRELER
BX N zRARBESAR
FE REENAHE KA
1 5 R e 4 PR 7% P R R 2
ARMmEE EETRE
B %A A T IARREE
B WHRBREBEASEZER
Rt BIRFt 2 s - AR
A BEREEMRA R
BRUEEAFE - BEKRS
% B 18 R E b 2 1 U & H
BRFEA e

ABERERAT
T nEEH



NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(e)

Share option scheme

Where share options are awarded to employees
and others providing similar services, the fair value
of the services received is measured by reference to
the fair value of the options at the date of grant.
Such fair value is recognised in profit or loss over
the vesting period with a corresponding increase in
the share option reserve within equity. Non-market
vesting conditions are taken into account by
adjusting the number of equity instruments
expected to vest at the end of each reporting period
so that, ultimately, the cumulative amount
recognised over the vesting period is based on the
number of options that eventually vest. Market
vesting conditions are factored into the fair value of
the options granted. As long as all non-market
vesting conditions are satisfied, a charge is made
irrespective of whether the market vesting
conditions are satisfied. The cumulative expense is
not adjusted for failure to achieve a market vesting
condition.

Where the terms and conditions of options are
modified before they vest, the increase in the fair
value of the options, measured immediately before
and after the modification, is also recognised in
profit or loss over the remaining vesting period.

The Group also operates a phantom share option
scheme which is determined to be a cash-settled
share-based payment transaction with employees.
An option pricing model is used to measure the
Group’s liability at grant date and subsequently at
the end of each reporting period, taking into
account the terms and conditions on which the
bonus is awarded and the extent to which
employees have rendered service. Movements in
the liability (other than cash payments) are
recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

Foreign currency

Transactions entered into by the group entities in
currencies other than the currency of the primary
economic environment in which it/they operate(s) (the
“functional currency”) are recorded at the rates ruling
when the transactions occur. Foreign currency monetary
assets and liabilities are translated at the rates ruling at
the end of reporting period. Non-monetary items carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the period in which they
arise. Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of
which gains and losses are recognised in other
comprehensive income, in which case, the exchange
differences are also recognised in other comprehensive
income.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of
the Group at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the
period, in which case, the rates approximating to those
ruling when the transactions took place are used. All
assets and liabilities of foreign operations are translated at
the rate ruling at the end of reporting period. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity as
exchange reserve. Exchange differences recognised in
profit or loss of group entities’ separate financial
statements on the translation of long-term monetary items
forming part of the Group’s net investment in the foreign
operation concerned are reclassified to other
comprehensive income and accumulated in equity as
foreign exchange reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign exchange
reserve relating to that operation up to the date of
disposal are reclassified to profit or loss as part of the
profit or loss on disposal.

@)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(k) Impairment of assets (other than financial

assets)

At the end of each reporting period, the Group reviews
the carrying amounts of the following assets to determine
whether there is any indication that those assets have
suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have
decreased:

. property, plant and equipment; and
o investments in subsidiaries.

If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under
another HKFRS, in which case the impairment loss is
treated as a revaluation decrease under that HKFRS.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at
a revalued amount under another HKFRS, in which case
the reversal of the impairment loss is treated as a
revaluation increase under that HKFRS.

Value in use is based on the estimated future cash flows
expected to be derived from the asset or cash generating
unit, discounted to their present value using a pre-tax
discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset
or cash generating unit.
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(1)

(m)

NOTES TO THE FINANCIAL STATEMENTS

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which it is
probable will result in an outflow of economic benefits that
can be reliably estimated.

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

Current and deferred income tax

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Group’s
entities operate and generate taxable income.
Management periodically evaluates tax related situations
and establishes provisions where appropriate on the basis
of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts
in the consolidated financial statements. However,
deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates
and laws that have been enacted or substantially enacted
by the balance sheet date and are expected to apply
when the related deferred income tax asset is realised or
the deferred income tax liability is settled.

Deferred income tax asset is recognised to the extent that
it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

0
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871 55 g 2= B9 5%

BRNAABE

EARKEFBESHAEAEEER
EHEEEE - MAREFERAOLE
B BA BB A
B AR ARERERERTHEE
Z BEMER R

+
+
Jillg

P AR RER Z {7 H R B A
i REBEE N RBE R S A -

AZEEEARBEZEEREA
VB - R B a2 A RE MR
KAIRRSN o HIFFEZREIA—RHHK
FRARREBEMF ZBEELTEETIA
ERREECEERHEL B
EAS R A7 A 28 2 AT BE 1
K BRITHEARBERIAGRE -

3 Bl

BRI T

& HA R AR 3E P 1S e

UM REASEEE
ERELERBBVANBERNER
HEBMRBEERMATIEAE
B E L IR A RIS EE B
FHE - XYHEERBER TRIEEHA
IR A5 765 0 Bl S A5 RO B ok e o

EXFMGHREEERARZHER
HERAM B MR ZEMEMERE
LEREZEBRNABEEZEBEE - A
- HEEAFEHRREER S (T
BREKAM) PUTEREES
BfE MEXRZETEFEEE
SRR ARE - A TERlK - &
FEFTISHER A SE B Al 2 Rk
BEERMUAEBRBERERSHEE
BIMYPEIEASH A BEEERTAS
R Z R SEPIETE °

BEEFGHREENBAIBEHIAARR
FEER T8 M| LA TR SHEE S 2 RRAS T T
VARERR ©

FREREBRAR
—E-NFFH



NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries except where the
timing of the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income taxes assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable
entity or different taxable entities where there is an
intention to settle the balances on a net basis.

Current and deferred tax is recognised in profit or loss,
except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this
case, the tax is also recognised in other comprehensive
income or directly in equity, respectively.

(n)(i) Leasing (accounting policies applied from

1 January 2019)

The policy of lease recognition under HKFRS 16 is set out
in Note 2(a).

(n)(ii) Leasing (accounting policies applied until

31 December 2018)

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

The Group as lessor

Amounts due from lessees under finance leases are
recorded as receivables at the amount of the Group’s net
investment in the leases. Finance lease income is
allocated to accounting periods so as to reflect a constant
periodic rate of return on the Group’s net investment
outstanding in respect of the leases.

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an
expense on the straight-line basis over the lease term.
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NOTES TO THE FINANCIAL STATEMENTS

The Group as lessee

Assets held under finance leases are initially recognised
as assets at their fair value or, if lower, the present value
of the minimum lease payments. The corresponding lease
commitment is shown as a liability. Lease payments are
analysed between capital and interest. The interest
element is charged to profit or loss over the period of the
lease and is calculated so that it represents a constant
proportion of the lease liability. The capital element
reduces the balance owed to the lessor.

Revenue and income recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and services
in the ordinary course of the Group’s activities. Revenue
is shown net of returns and discounts and after eliminating
sales within the Group.

Revenue are recognised when or as the control of the
services or goods is transferred to the purchaser.
Depending on the terms of the contract and the laws that
apply to the contract, control of the services or goods
may transfer over time or at a point in time. Control of the
services or goods is transferred over time if the Group’s
performance:

. provides all the benefits received and consumed
simultaneously by the purchaser; or

o creates and enhances an asset that the purchaser
controls as the Group performs; or

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

If control of the services or goods transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction
of that performance obligation. Otherwise, revenue is
recognised at a point in time when the purchaser obtains
control of the asset.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

The progress towards complete satisfaction of the
performance obligation is measured based on output
method that best depict the Group’s performance in
satisfying the performance obligation. The output method
is made reference to the gross value of contracting work
to date as compared to the total contract sum receivable
under the contracts.

An entity is a principal if it controls the promised good or
service before transferring it to the customer. An entity is
an agent if its role is to arrange for another entity to
provide the good or service.

In determining the transaction price, the Group adjusts
the promised amount of consideration for the effect of a
financing component if it is significant.

Provision of services of property and facility management
Property and facility management fees and other
supporting service fees are recognised when the services
are rendered and in accordance with the terms of
agreements. There are two types of agreement, namely
management remuneration contracts (“MR Contracts”)
and lump sum contracts (“LS Contracts”). Under a MR
Contract, the Group is remunerated based on a fixed
percentage of the costs involved in the management of
the property or facility, and only such fee is recognised as
the Group’s revenue. Under a LS Contract, the Group is
paid a lump sum fee which normally covers the costs
involved, thus the whole of lump sum fee is recognised as
the Group’s revenue.

Provision of construction services

Under HKFRS 15, revenue from construction contracts is
recognised when or as the construction projects are
transferred to the customer. Depending on the terms of
the contracts and the laws that are applicable to the
contracts, control of the construction projects may
transfer over time or at a point in time. If construction
projects create or enhance an asset that the customer
controls as the asset is created or enhanced, the Group
satisfies the performance obligation over time and
therefore, recognises revenue over time in accordance
with the output method for measuring progress.
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NOTES TO THE FINANCIAL STATEMENTS

Where the outcome of a construction contract can be
estimated reliably, revenue and costs are recognised by
applying the stage-of-completion method of individual
contract with reference to the certificates issued by the
customers, measured based on the value of work
performed to date to the contract value. Variations in
contract work, claims and incentive payments are
included to the extent that the amount can be measured
reliably and its receipt is considered probable.

The excess of cumulative revenue recognised in
consolidated statement of profit or loss over the
cumulative billings to customers is recognised as contract
assets. The excess of cumulative billings to customers
over the cumulative revenue recognised in consolidated
statement of profit or loss is recognised as contract
liabilities.

Variable consideration

For the consideration promised in a contract includes a
variable amount, the Group estimates the amount of
consideration to which the Group will be entitled in
exchange for transferring the promised services to a
customer.

The Group estimates an amount of variable consideration
by using either the expected value method or the most
likely amount method, depending on which method the
Group expects to better predict the amount of
consideration to which it will be entitled.

The estimated amount of variable consideration is
included in the transaction price only to the extent that it
is highly probable that such an inclusion will not result in a
significant revenue reversal in the future when the
uncertainty associated with the variable consideration is
subsequently resolved.

At the end of each reporting period, the Group updates
the estimated transaction price (including updating its
assessment of whether an estimate of variable
consideration is constrained) to represent faithfully the
circumstances during the reporting period.
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

Sale of goods
Revenue from the sale of goods is recognised when

control of the goods has transferred, being when the
products are delivered to the customer. A receivable is
recognised when the goods are delivered as this is the
point in time that the consideration is unconditional
because only the passage of time is required before the
payment is due.

Operating lease rental income
Operating lease rental income is recognised on a straight-
line basis over the term of the lease.

Interest income

Interest income is recognised on a time proportion basis,
taking into account the principal amounts or refundable
deposits outstanding and the effective interest rates
applicable.

Contract assets and liabilities

A contract asset represents the Group’s right to
consideration in exchange for services that the Group has
transferred to a customer that is not yet unconditional. In
contrast, a receivable represents the Group’s
unconditional right to consideration, i.e. only the passage
of time is required before payment of that consideration is
due.

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

Contract asset is recognised when (i) the Group
completes the construction works under such services
contracts but yet certified by architects, surveyors or
other representatives appointed by customers, or (i) the
customers retain retention money to secure the due
performance of the contracts. Any amount previously
recognised as a contract asset is reclassified to account
receivables at the point at which it is invoiced to the
customer. If the considerations (including advanced
received from customers) exceeds the revenue
recognised to date under the output method then the
Group recognises a contract liability for the difference.
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NOTES TO THE FINANCIAL STATEMENTS

(p) Related parties

@)

A person or a close member of that person’s family
is related to the Group if that person:

(i) has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i) is a member of key management personnel of
the Group or the Company’s parent.

An entity is related to the Group if any of the
following conditions apply:

(i) The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

(i)  One entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group of which the
other entity is a member).

(i)  Both entities are joint ventures of the same
third party.

(iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

(v}  The entity is a post-employment benefit plan
for the benefit of the employees of the Group
or an entity related to the Group.

(v  The entity is controlled or jointly controlled by
a person identified in (a).

(p) RRE

@)
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(q)

(vl A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).

(viii)  The entity, or any member of a group of which
it is a part, provides key management
personnel services to the Group or to the
Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity
and include:

(i) that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic
partner; and

(iy  dependents of that person or that person’s spouse
or domestic partner.

Dividend distribution

Provision is made for the amount of any dividend
declared, being appropriately authorised and no longer at
the discretion of the entity, on or before the end of the
reporting period but not distributed at the end of the
reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

5. FINANCIAL RISK MANAGEMENT

5.1 Financial risk factors

Risk management seeks to minimise any potential
material effects on the Group’s financial performance from
the following factors.

(@) Market risk

)

(i)

Foreign currency exchange risk

The Group mainly operated in Hong Kong
with most of the transactions settled in Hong
Kong dollar and did not have significant

5. HIFRRER
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NOTES TO THE FINANCIAL STATEMENTS

R 55 i 2%

(b)

By 5F

Sensitivity analysis
At 31 December 2019, it is estimated that a

general increase/decrease of 50 basis points
in interest rates, with all other variables held
constant, would decrease/increase the
Group’s profits for the year and accumulated
losses by approximately HK$713,000 (2018:
HK$852,000).

The sensitivity analysis above has been
determined assuming that the change in
interest rates had occurred at the end of
reporting period and had been applied to the
exposure to interest rate risk for the
borrowings in existence at that date. The 50
basis point increase or decrease represents
management’s assessment of a reasonably
possible change in interest rates over the
period until the next annual reporting date.

Credit risk

The Group’s credit risk mainly arises from deposits,
cash and bank balances, contract assets and
receivables. Current policies ensure that sales and
services are made to customers with an appropriate
credit history and subject to periodic credit
evaluations. Collection of outstanding receivables is
closely monitored on an ongoing basis.

As at 31 December 2019, a provision of
approximately HK$94,302,000 (2018:
HK$94,812,000) and HK$53,273,000 (2018:
HK$53,273,000) against receivables and contract
assets respectively based on the impairment
assessment.

In order to minimise the credit risk, the directors of
the Company are responsible for determination of
credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken
to recover overdue debts. Certain customers have
exceeded their respective credit terms during the
reporting. However, management does not expect
any significant losses from non-performance by
these counterparties because of their satisfactory
repayment history.
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NOTES TO THE FINANCIAL STATEMENTS

Starting from 1 January 2018, for trade receivables
and contract assets, the Group has applied the
simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. The Group determines
the ECL collectively by using a provision matrix,
estimated based on historical credit loss experience,
as well as the general economic conditions of the
industry in which the debtors operate. In this regard,
the directors of the Company consider that the
Group’s credit risk is significantly reduced.

For other non-trade related receivables, the Group
has assessed whether there has been a significant
increase in credit risk since initial recognition. If there
has been a significant increase in credit risk, the
Group will measure the loss allowance based on
lifetime rather than 12-month ECL.

The credit risk associated with deposits and cash
and bank balances is limited because the
counterparties are bank with high credit rating.

The Group considers the probability of default upon
initial recognition of asset and whether there has
been a significant increase in credit risk on an
ongoing basis throughout the reporting period. To
assess whether there is a significant increase in
credit risk the Group compares the risk of a default
occurring on the asset as at the reporting date with
the risk of default as at the date of initial recognition.
It considers available reasonable and supportive
forwarding-looking information. Especially the
following indicators are incorporated:

— internal and external credit rating

— actual or expected significant adverse
changes in business, financial or economic
conditions that are expected to cause a
significant change to the borrower’s ability to
meet its obligations

— actual or expected significant changes in the
operating results of the borrower

— significant changes in the expected
performance and behaviour of the borrower,
including changes in the payment status of
borrowers in the Group and changes in the
operating results of the borrower
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NOTES TO THE FINANCIAL STATEMENTS

R 55 g 2= B 5F

The Group’s exposure to credit risk

The tables below detail the credit quality of the
Group’s financial assets and contract assets as well
as the Group’s maximum exposure to credit risk.

I EE 2 EERER

TRALAEBEZERMEE
REHBEENEEERUR
RE B AT R R AE E R

B o
Gross carrying Loss  Net carrying
(In HK$'000) Notes 12-month or lifetime ECL amount allowance amount
(BETT) fifit 1282 BRAEEFE HRE#EE ERERG REEE
Account receivables (@ Lifetime ECL (Simplified approach) 285,483 (73,696) 211,787
AR 2 HRBEEEA (SR
Retention receivables (b)  Lifetime ECL (Simplified approach) 105,414 (17,069) 88,345
U RE & PHRBEEER (BHZ)
Other receivables (¢ 12-month ECL 40,038 (3,537) 36,501
Hfth e TR 12EAEREEESE
430,935 (94,302) 336,633
Contract assets (b) Lifetime ECL (Simplified approach) 366,136 (53,273) 312,863
BHEE 2 HRBEEHA(BLRE)
Deposits (¢ 12-month ECL 11,450 - 11,450
" REARREERE
Notes: B &E -

(@) For account receivables, the Group has applied the
simplified approach to measure the loss allowance at
lifetime ECL. The Group determines the expected credit

losses by using a provision matrix, grouped based on share
credit risk characteristics and the days past due.

The loss allowance for account receivables as at 31

@  BEYESRME - AEEER
Bl AT B2 RMERE
BERTHEREE A%
ERBEHEEEERAEER
1B REARGEERBREER
B ABETHA

20199612 318 - IR

December 2019 was determined as follows: REEEBEBEEOT :

1to 31to 61to 91 to Over
(In HK$'000) Not yet due 30 days 60 days 90 days 180 days 180 days Total
(B%FT) GRSl 1Z30H 31F%60H 61Z90H 91F180H 180HML L @t
Gross carrying amount
EEeE 116,262 47,303 12,989 7,507 8,072 93,350 285,483
Less: Individually assessed
BRI - - - - (416) (72,496) (72,912)
Carrying amount under collective measurement
#EGETZRAE 116,262 47,303 12,989 7,507 7,656 20,854 212,571
Expected credit loss rate (%)
REBEEERE %) - 0.10% 0.26% 0.43% 1.54% 2.65%
ECL allowance for collectively measurement
HREERNEEERRR - 47 34 32 118 553 784
Individually assessed loss allowance
{ERIT B R = - - - 416 72,496 72,912
Total loss allowance
FERRBER - 47 34 k% 534 73,049 73,696
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NOTES TO THE FINANCIAL STATEMENTS

The loss allowances further increased by HK$816,000 (31
December 2018: HK$23,271,000) for the Reporting Year,
including impairment on individual assessment of
HK$424,000 (31 December 2018: HK$22,879,000) and
allowance for ECL of HK$392,000 by using provision matrix
(31 December 2018: HK$392,000).

For retention receivables and contract assets, the Group has
applied the simplified approach permitted by HKFRS 9 to
measure the allowance for credit losses at lifetime ECL. The
retention receivables and contract assets are assessed for
ECL by using the provision matrix. Other than impairment on
individual assessment of HK$17,069,000 and
HK$53,273,000 of retention receivables and contract assets,
respectively, as at 31 December 2018, the directors of the
Company consider that the allowance for ECL for the year
ended 31 December 2019 on retention receivables and
contract assets are insignificant to the Group by using the
provision matrix.

For other receivables and deposits, the Group has
assessed these balances using 12-month ECL basis as
there was no significant increase in credit risk for these
balances since initial recognition. The loss allowance at 31
December 2019 was close to zero. Other than impairment
on individual assessment of HK$3,537,000 as at 31
December 2018, the directors of the Company consider
that the allowance for ECL for the Reporting Year on other
receivables and deposits are insignificant to the Group by
using the provision matrix.

871 55 g 2= B9 5%
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(c)

Liquidity risk

The Group adopts prudent liquidity risk
management which includes maintaining sufficient
bank balances and cash, and having available

funding through an adequate amount of committed
credit facilities.

For bank loans containing a repayment on demand
clause, if the lenders were to invoke their
unconditional rights to call the loans with immediate
effect, including term loans of HK$96,000,000 (2018:
HK$36,000,000), which are subject to a floating
charge over the assets of the Company with
scheduled repayment dates, will be on demand for
repayment immediately. As at 31 December 2019,
bank deposits of HK$10,160,000 (2018:
HK$10,000,000) is pledged as security for the Group’s
bank loan of HK$35,000,000 (2018: HK$40,000,000).
During the year, no revolving loan is subject to a
floating charge over the assets of the Company and
its subsidiaries as at 31 December 2019 (2018:
HIK$90,000,000).

Since the year end, there have been no changes in
the risk management department or in any risk
management policies.

The following tables show the remaining contractual
maturities at the end of the reporting year of the
Company’s non-derivative financial liabilities, based
on undiscounted cash flows (including interest
payments computed using contractual rates or, if
floating, based on rates current at the reporting
date) and the earliest date the Company can be
required to pay.

Specifically, for bank loans which contain a repayment
on demand clause which can be exercised at the
bank’s sole discretion, the analysis shows the cash
outflow based on the earliest period in which the entity
can be required to pay, that is if the lenders were to
invoke their unconditional rights to call the loans
with immediate effect. The maturity analysis for
lease liabilities, convertible bonds and payables and
accruals is prepared based on the scheduled
repayment dates.

SYNERGIS HOLDINGS LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
R %5 e 2= Y 5E

Financial risk factors B R e &
Liquidity risk (in HK$’000) nEE & EE (BT IT)
Total
contractual
Less than Between Between undiscounted Carrying
1year 1and2years 2andS5 years cash flow amount
At 31 December 2019 12019512431 R KBEH
PR-F NT-ERE NTWELE BERELE RAEE
Term loans subject to a WERERER T
repayment on demand clause JEHER 137,781 - - 137,781 131,000
Lease liabilties HEAE 7,921 2,300 217 10,438 10,105
Convertible bonds mBRES 2,940 44,586 - 41,526 35,882
Payables and accruals ERESRETER 459,915 18,896 21,808 506,619 506,619
Total 5t 608,557 65,782 28,025 702,364 683,606
Total
contractual
Less than Between Between  undiscounted Carrying
1year 1and2years 2and5years cash flow amount
At 31 December 2018 R2018% 12 A31R AFREL
SR—F NI-ZmME NTWERF RLRSLE REME
Term loans subject to a WAERERER T
repayment on demand clause ZEHER 79,7% - - 79,7% 76,000
Revolving loans BRER 90,217 = = 90,217 90,000
Payables and accruals R REER 531,283 13,516 24,984 569,783 569,783
Total 4ozt 701,295 13,516 24,984 739,795 735,783
SRERBMRATE
—E-NEFER



NOTES TO THE FINANCIAL STATEMENTS
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5.2

5.3

Capital risk management

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balances. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of bank loans
disclosed in note 22, net of bank balances and cash
disclosed in note 20, and equity attributable to owners of
the Company, comprising issued share capital and
reserves.

The directors of the Company review the capital structure
periodically. As part of the review, the directors of the
Company consider the cost of capital and the risks
associated with each class of capital. Based on the
recommendations of the directors of the Company, the
Group will balance its overall capital structure through the
payment of dividends, new share issues, issue of new
debts or the redemption of existing debit.

Fair value estimation

The carrying amounts of the Group’s current assets and
liabilities approximate their fair values due to their short
term maturities as at end of 2018 and 2019. The fair value
of convertible bonds is classified as level 3 in the fair value
hierarchy has been determined in accordance with
general accepted pricing models based on a discounted
cash flow analysis with the most significant inputs being
the discount rate that reflects the credit risk of
counterparties as at 31 December 2019.

SYNERGIS HOLDINGS LIMITED
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6.

NOTES TO THE FINANCIAL STATEMENTS

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

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

(a) Useful lives of property, plant and equipment

Management determines the estimated useful lives and
related depreciation and amortisation charges for its
property, plant and equipment. Such estimate is based
on the historical experience of the actual useful lives of
property, plant and equipment of similar nature and
functions.

(b) Impairment of receivables, deposits and
contract assets

Management determines the specific provision for
impairment of receivables, deposits and contract assets
based on assessment of the recoverability of the
balances. The assessment is based on the specific
recoverability assessment and ageing profile of the
balances, which requires the use of judgements and
estimates. A considerable amount of judgement is
required in assessing the ultimate realisation of the
balance, including the financial position and the historical
payment pattern of each counterparty. The Group has set
out policies to ensure follow-up action is taken to recover
overdue receivables and deposits. As at 31 December
2019, the Group has made impairment provision of
receivables approximately HK$94,302,000 and
impairment provision of contract assets of approximately
HK$53,273,000 mainly of balance with Hsin Chong
Group, based on the impairment assessment. The Group
has been negotiating with the counterparties for the
payment of settlement. The determination of the provision
involved significant management estimation.

6.
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(c) Construction contracts

The Group recognises the revenue from design, supply
and installation service over time based on output method
by directly measuring the value of construction work
transferred to the customer to date relative to the
remaining construction works promised to be completed
under the construction contract. Most construction works
take 1 to 3 years to complete and the scope of work may
change during the construction period. The Group
reviews and revises the estimates of contract revenue,
contract costs, variation orders as well as the financial
impact of claims, disputes and liquidation damages
prepared for each construction contract as the contract
progresses.

The management’s estimate of revenue and the
completion status of construction works requires
significant judgement and has a significant impact on the
amount and timing of revenue recognised.

The construction works performed by the Group would
be certified by the quantity surveyors of the customers or
payment applications from the in-house surveyors
periodically according to the construction contracts. The
Group regularly reviews and revises the estimation of
contract revenue prepared for each construction contract
as the contract progresses based on the construction
progress and the certification issued by the customers.

As at 31 December 2019, the Group had certain claims
over its contract assets and receivables in respect of
disputes or prolonged negotiation between the Group
and the employers in certain building construction
contracts. The Group is closely monitoring the
development of these contracts and has been negotiating
with the employer. The directors of the Company are of
the view that the carrying value of the balances as at 31
December 2019 would be fully recoverable. The
determination of the recoverability involved significant
management estimation.
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(d)

()

NOTES TO THE FINANCIAL STATEMENTS

Income tax

The Group is subject to income taxes in Hong Kong,
Macau and the PRC. Significant judgement is required in
determining the provision for PRC income taxes. There
are a number of transactions and calculations for which
ultimate tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities for
potential tax exposures based on estimates of whether
additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will affect the income
tax and deferred tax provision in the period in which such
determination is made.

Fair value measurement

A number of assets and liabilities included in the Group’s
financial statements require measurement at, and/or
disclosure of, fair value.

The fair value measurement of the Group’s financial and
non-financial assets and liabilities utilises market
observable inputs and data as far as possible. Inputs
used in determining fair value measurements are
categorised into different levels based on how observable
the inputs used in the valuation technique utilised are (the
"fair value hierarchy"):

. Level 1: Quoted prices in active markets for
identical items (unadjusted);

. Level 2: Observable direct or indirect inputs other
than Level 1 inputs;

o Level 3: Unobservable inputs (i.e. not derived from
market data).

The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers
of items between levels are recognised in the period they
occur.

(d)
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NOTES TO THE FINANCIAL STATEMENTS
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The Group measures a number of items at fair value:

o Investment properties (note 16); and

o Convertible bonds (note 25).

For more detailed information in relation to the fair value
measurement of the items above, please refer to the
applicable notes.

SEGMENT INFORMATION

In accordance with the Group’s internal financial reporting
provided to the chief operating decision maker, identified as the
Executive Committee, who is responsible for allocating
resources, assessing performance of the operating segments
and making strategic decisions, the reportable operating
segments and their results are as below:

U property and facility management services in Hong Kong;

o property and facility management services in China;

U ancillary business including integrated procurement,
laundry, cleaning, security, maintenance and technical
support services; and

o interiors and special projects.

The Group’s customer base is diversified and none of the
customers (2018: none) with whom transactions have exceeded
10% of the Group’s revenue during the Reporting Year.
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Segment Results (in HK$'000) NEbEE (BB T
PFM
NERRBER
Corporate
Ancillary PFM ISP Overhead
Hong Kong China Business Business Business (Note ) Total

NERRE  ERRER  fTRER
B RE O BRER  EEXE WREERR (Wat) a3t

L]

2019 0195
Revenue Wiz
— Atapoint in time - RE-BEY - - 16,599 16,599 - - 16,599
— Over time - —B&HE 591,538 9421 113,611 714,576 838,105 - 1,552,681
591,538 9,421 130,210 731,175 838,105 - 1,569,280

Gross profit e 62,310 6,006 23,602 91,918 50,502 - 142,420
Gross proft margin EZiE 10.5% 63.7% 18.1% 12.6% 6.0% - 9.1%
General and administrative —RRATRER

eXpenses (30,371) (5,101) (14,371) (49,843) (35,074) (8,454) (93,371)
Interest expenses for operation  S4F| 25X - - - - (5,408) - (5,408)
Operating profit before RISHER A 288

exceptional items byl 31,939 905 9,231 42,075 10,020 (8,454) 43,641
Operating profit margin HEHEE 54% 9.6% 7.1% 5.8% 1.2% - 28%
Doubtful debt recovery Wk - 87 - 87 - - 87
Impairment of recelvables B A E (200) (422 (194) (816) = = (816)
Operating profit PGPl 31,739 510 9,037 41,346 10,020 (8,454) 42912
Interest expenses for WEERHE

acquisition loan 5T - - (1,320) (1,320)
Interest expenses for lease HEMSRY (402) (208) - (610)
Other income s 2,847 517 - 3424
Profit before taxation B EER 43,791 10,389 (9,774) 44,406
Taxation e (6,068) (756) - (6,824)
Profit for the year EREH 37,123 9,633 (©,774) 37,582

RERRARAT @
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PFM
VEREUA
Corporate
Ancillary PFM ISP Overhead
Hong Kong China Business Business Business Total
MERRE — EREHR
&b EF LIPS EEEE RREERH a5t
2018 0185
Revenue s
— Atapoint in fime - RE-Bi% = - 20,68 20,68 - - 20,268
— Over time - —BEfH 548,454 28,135 96,618 673,207 839,511 - 1,512,718
548,464 28,135 116,886 693,475 839,511 - 1,532,986
Gross profit e 64,181 10,100 21,682 95,963 54,177 - 150,140
Gross proft margin EHE 11.7% 35.9% 18.5% 13.8% 6.5% - 9.8%
General and administrative “RRABRR
expenses (37,500) (18,632) (16,691) (12,728) (41,443) (9,299) (123,466)
Interest expenses for operation  M&F| S 5% - - - - (3875) - (3,875)
Operating profit/(loss) before B 4HE R i 2 &
exceptional items R/ (58) 26,676 (8,432) 4991 23235 8,859 (9,299) 22,199
Qperating profitffoss) margn -~ A&7/ (E/8) % 4.9% -30.0% 4.3% 34% 1.1% - 1.5%
Doubtful debt recovery UEk - - 339 339 - - 339
Impairment of contract assets ~ AKIEEREWFEZ
and receivables BB (26) (3,206 1859) (4,085) 166,348) - (70439
Operating profit/(loss) B2/ (FR) 26,650 (11,638) 4411 19,489 (57,489) (9,296) (47,29)
Impairment loss on goocwil BEREER - - (116,794) (116,794)
Interest expenses for WEEFHEFR
acquisition loan - - (2,360) (2,360
Gain on disposal of a subsidiary i E—TRMBR A2 Uz - 183 = 183
Loss on disposal of subsidiaries  HEHBAT 2 K8 = (623) = (623)
Other income =06 4,840 112 = 4,952
Profit/{loss) before taxation BRI/ (B8) 24,329 (57,817) (128,449 (161,937)
Taxation i (4.271) 5,944 - 1,673
Profit/(loss) for the year ERETH/ (F8) 20,058 (51,873) (128,449) (160,264)
Note I: Corporate overhead mainly represents corporate and administrative Mizxl: THREAEIEAATIRITEEE UERHE
activities, and shared services. R -
8. INTEREST EXPENSES 8. MRM%
2019 2018
HK$’000 HK$'000
BT T BT
Interest expenses on bank loans RITERM SR 6,061 6,235
Interest expenses on lease liabilities HEaBEMERAX 610 -
Interest expenses on convertible bonds  AIHAREHF T B F X 667 -
7,338 6,235
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NOTES TO THE FINANCIAL STATEMENTS
G E

PROFIT/(LOSS) BEFORE TAXATION

PR AN, (B518)

2019 2018
HK$’000 HK$'000
BET T BT T
Profit/(loss) before taxation is arrived after &%+ AT%s ),/ (E18) 2 1k~
charging/(crediting): (Bt A) T3 &8
Staff costs, including directors’ BTN (BIEESEHE)
emoluments (note 10) (FF5E10) 645,459 672,963
Depreciation of property, plant VI - BB R EREITE
and equipment 6,520 7,303
Depreciation of right-of-use assets FREEENE 13,286 =
Operating lease rental on land, buildings ~ +1# - F RN ERE 2
and office equipment KEHERS - 12,515
Auditor’s remuneration % 85 A i A
— Audit — = 1,220 1,856
— Non-audit — JEEZ 158 232
Short-term lease expenses HHRERY 468 -
Loss on disposal of property, HEWE  BELREZEE
plant and equipment 7 38
Exchange loss/(gain) PE 5 B8 (Yras) 31 (892)
Rental income from investment properties & & )% Fr1550 4 WA (399) (390)
Fair value gain on investment properties & &% > A FEWES (200) (1,400)
Bank interest income RITH BHA (672) (238)
STAFF COSTS, INCLUDING DIRECTORS’ BTN (BEFEEEIE)
EMOLUMENTS
2019 2018
HK$’000 HK$'000
BT T BT IT
Wages and salaries TENFD
— included in cost of sales — FFABER A 565,133 568,462
— included in general — FPA—RERITBAXZ
and administrative expenses 57,864 82,364
Pension — defined contribution scheme Rk $ — Rttt 2l
— included in cost of sales — AT ASHEK K 20,211 19,707
— included in general — FTA—RRITHFZ
and administrative expenses 2,251 2,430
645,459 672,963
FEERERAT
T NEEH



NOTES TO THE FINANCIAL STATEMENTS
R %5 i TR Y 5

11. BENEFITS AND INTEREST OF DIRECTORS 11. EERNIKIER
(a) Directors’ Emoluments (in HK$'000) (a) ES#E (BETT)
The remuneration of every director is set out below: ZEEZHMWEHSNWOT ¢
For the year ended 31 December 2019 BZ2019F12A31BLLEE
Employer’s

Salaries, contribution to
allowances aretirement

and benefit
Fees bonuses* scheme* Total
EEHEK
Fé .28 EAHEZ
Name of Directors EEhE re RIEA* % Foh
Executive Directors YTES
Kingston Chu Chun Ho K 150 1,200 60 1,410
Mandy Hui Suk Man' Hytae 104 1,502 58 1,664
Terence Leung Siu Cheong? 2IE2 46 675 6 727
Independent Non-executive BUFHTES
Directors
Ronald Lau Man Tak e 240 - - 240
Eric Lee Hon Man FHN 240 - - 240
Edward Wong Yun Kuen = 240 - - 240
1,020 3,377 124 4,521
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(b)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

871 55 g 2= B9 5%

HZ2018F12A31BLLEE

Employer’s
Salaries,  contribution to
allowances aretirement
and benefit
Fees bonuses* scheme® Total
EXH
e ER  RIKEAEE
Name of Director e e R4~ 7 fitEh st
Executive Directors HITES
Kingston Chu Chun Ho NG 150 1,200 60 1,410
Terence Leung Siu Cheong 2KkE 150 2,239 18 2,407
Independent Non-executive BUFHTES
Directors
Ronald Lau Man Tak BxE 240 - - 240
Eric Lee Hon Man FHY 240 - - 240
Edward Wong Yun Kuen =R 240 - - 240
Kan Fook Yee® Gl 91 - - 91
1,111 3,439 78 4,628
o Except for the independent non-executive directors, the amounts * MBI IEMITEEIN - ZELHIE
represented emoluments in respect of services provided in REHEBEBEARARSKEKNBARFA
connection with the management of the affairs of the Company or EITZ B2 RFUER Z B & -

its subsidiaries undertaking.

Appointed as an Executive Director with effect from 24 April 2019.

Retired as an Executive Director with effect from 24 April 2019.

Retired as an Independent Non-Executive Director with effect from
18 May 2018.

Interest of Directors

U

(i)

During the year, no retirement benefits, payments or
benefits in respect of termination of directors’
services were paid or made, directly or indirectly, to
the directors; nor are any payable (2018: Nil). No
consideration was provided to or receivable by third
parties for making available directors’ services
(2018: Nil).

There are no loans, quasi-loans or other dealings in
favour of directors, their controlled bodies corporate
and connected entities (2018: Nil).

(b)

H2019F 4 24 BB ER T AT
E

201964 A24 ABRTHITES ©

201845 A 18 H #B iR 1 %8 32 Ik #
B &

EE S A
() REAFEE TERNEEFE

(i)

& XN REHERKR
M BERLEEERE 2
AR - IR ] 5h L AR
i 2 IR (20184 : &) - W
BERESEZREGMERNL
F=TT5hb Yz K (E(2018
FE)

WEE R EH;

m
St
EEIV

CH At A

x5
(20184 : )
RERRAERAT

“FNEER



NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

(i) No significant transactions, arrangements and (i) AARFERIAANFEEM
contracts in relation to the Company’s business to BRI EFERNRNRI L2
which the Company was a party and in which a EBARARAEBR LEARR
director of the Company had a material interest, S LTHREL  MARF
whether directly or indirectly, subsisted at the end of EEEESHERETES
the year or at any time during the year (2018: Nil). BEAHER (20184 : £) o

(c) Five highest paid individuals (c) hfURESHAL

During the year, the five individuals whose emoluments RERN AEBRURSHALTE

were the highest in the Group include one director (2018: FE—%(2018F: —RK)EF ' #

one) whose emoluments are included in note 11(a). The E7Me B HRMFEI1(@) o AF

emoluments payable to the other four (2018: four) highest A R T EAM N (20184 « M

paid individuals during the year are as follows: B)EERFATZHEFBEAT

2019 2018
HK$’°000 HK$’000
BT T BT IT
Salaries, allowances and benefits e RBREYH =
in kind 6,000 5,838
Pension — defined RIAE — REHREE
contribution scheme 197 278
6,197 6,116
The emoluments of the above individuals fell within the it ATHIBE N F AT EE :

following bands:

Number of individuals

AE
2019 2018

Emolument band i < &6 &
HK$1,000,001 to HK$2,000,000 71,000,001 TTZE

7 ¥ 2,000,000 7T 4 4
During the year, no emoluments were paid by the Group RER - KNEE 6 E0 A &e 5
to any of the five highest paid individuals as an AT ERBME - (EAREIMMASKN
inducement to join or upon joining the Group or as AR E BSR4 sk (B AR E -

compensation for loss of office.
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NOTES TO THE FINANCIAL STATEMENTS
G E

12. TAXATION 12. iRIE

Hong Kong profits tax has been provided at the rate of 16.5% MIEFENBTBNERTIREBFE 2
on the estimated assessable profit/(loss) for the year after HETERBOER,(BE) MR e EEE
application of available tax loss brought forward for both years. A B AR AR E16.5% B
Taxation on overseas profit has been calculated on the NEE 2 BINE R TR IE TR A FE (A5
estimated assessable profit for the year at the rates of taxation FERR B A A S LR E B 2 IR
prevailing in the countries in which the Group operates. KETH o

The amount of tax charged/(credited) to the consolidated profit #r

BRHEXRTGGTA) 2HESEN

7

or loss represents:

2019 2018
HK$000 HK$'000
BET T BT
Current taxation g HATIE
Hong Kong profits tax BEFEH
— provision for the year — FARE 6,456 4,975
— over provision in prior years — BEFEBERE (77) (102)
Deferred taxation (note 26) FEIERTE (52 26) 445 (6,546)
6,824 (1,673)
The taxation on the Group’s profit/(loss) before taxation differs REEBRTBA SN (FEB) 2By
from the theoretical amount that would arise using the taxation RARIFTEBRR M REEL 2R
rate of the home country of the Company as follows: HEBEINT :
2019 2018
HK$’000 HK$’'000
BEET T BT IT
Profit/(loss) before taxation BEATDES(EBE) 44,406 (161,937)
Calculated at a taxation rate of 16.5% B E16.5% 18
(2018: 16.5%) (20184F : 16.5%) 7,327 (26,719)
Effect of different taxation rates in other  E b FH 7% A7) A #E [& N [R) Fi =R
tax jurisdictions 2R 348 (134)
Over provision in prior years BEFEHBERE (77) (131)
Income not subject to taxation BARBHA (49) (1,217)
Expenses not deductible for TR 2
taxation purposes 591 19,714
(Utilisation of previously unrecognised tax (&) B REMER 2 18
loss)/Unrecognised tax loss Bi18),/ REwRAZ HIEER (1,316) 6,814
6,824 (1,673)
FEERERAT
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

13. DIVIDEND

At a meeting held on 24 March 2020, the Board resolved not to
declare final dividend for the Reporting Year (2018: Nil).

14. EARNINGS/(LOSSES) PER SHARE

(@) Basic earnings/(losses) per share is calculated by dividing
the Group’s profit/(loss) attributable to the equity holders
less dividends (if any) to convertible preference
shareholders by the weighted average number of ordinary
shares in issue during the year.

13. iR8

R2020F3 A4 BT L BF
CHATHFEFEETIRAHAR S (2018
& fE) o

14, SBRRN,(&H)

@)

SREREF] (HI8) R ERE
58 AR EEEF (B18) 3
R K R A 2R S
(10%) B LA E 317 2 AR AR
FHBEE ¢

2019 2018
Profit/(loss) attributable to equity R A ARG RF (&)
holders (HK$’000) (B¥FT) 37,582 (160,018)
Weighted-average ordinary shares BT E @A N T8
issued ('000) (Fi%) 424,850 424,850
Basic earnings/(losses) per share FREREF(EE)
(HK cents) (BEEAL) 8.8 (37.7)
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NOTES TO THE FINANCIAL STATEMENTS
G E

Diluted earnings per share for the Reporting Year is b) MIEFEZERESERF TR A
calculated by dividing the Group’s profit attributable to the E B A ARG R IR LASE
equity holders by the weighted-average ordinary shares ATERE S AR R AR E A T
outstanding after adjusting for the potential ordinary TBELEBRIENRARE 2B
shares to be issued on convertible preference shares and TERIRIMEEGREEE - AN
convertible bonds. The calculation of the basic and diluted BT BREREE ARESRERR
earnings/(losses) per share attributable to the ordinary BSERF(BB) 2t ETERIA
equity holders of the Company is based on the following T8
data:
2019 2018

Earnings/(losses) BF (&)
Earnings/(losses) for the purposes of et EEGRREARERN](EE)

basic earnings/(losses) per share 2B (EE)(GBETT)

(HK$'000) 37,582 (160,018)

Effect of dilutive potential ordinary HEBE LR L

shares:
— Interest on convertible bonds (net — AIIAAR(ESF B (FIBRTIE)
of tax) (HK$’000) (BT 667 =

Earnings/(losses) for the purposes of  FhstEGREERAN](EE)
diluted earnings/(losses) per share 2B (EE)

(HK$’000) (BT 38,249 (160,018)
Number of share EnE ¢E]
Weighted-average ordinary shares B EITMET L @A (TR)
issued ('000) 424,850 424,850
Effect of dilutive potential ordinary EEBETTBER o TE
shares:
— Convertible preference shares — AJEEAE % (R (B3E)
('000) (Note) 80,000 -
— Convertible bonds ('000) — AR ES (FR%) 10,126 =
90,126 —
Weighted-average ordinary shares for &GN EERFIFTAZ
calculating diluted earnings per kg E R (FA%)
share ('000) 514,976 424,850
Diluted earnings/(losses) per share FREBERT(EE)
(HK cents) (L) 74 (37.7)
Note: The effect of any potential exercise of convertible preference sk : A AIREATIEM AT EREERNTESTE
shares is excluded from the calculation of diluted loss per share in FEE2018FHEBRMEMER  HEE
2018 where the effect would be anti-dilutive. EREER o

ARERERA
“FNEER



NOTES TO THE FINANCIAL STATEMENTS
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15. PROPERTY, PLANT AND EQUIPMENT 15. D% - i8Rk

Right-of-use Leasehold Motor  Furniture and
assets improvements vehicles equipment Total
EREEE HENERE RE  RERRE b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT BRI BETT
Cost K&
At 1 January 2018 12018E1 A1 H - 13,563 4,921 59,138 77,622
Exchange differences ERES - (12) (77) (136) (225)
Additions NE = 1,072 58 2,435 3,565
Disposals LE - (827) (231) (1,598) (2,656)
Disposal of subsidiaries HERBAR - - - (177) (177)
At 31 December 2018 R2018512 A31 A (R3])
originally presented - 13,796 4,671 59,662 78,129
Initil application of HKFRS 16 EREREBRBREER
£165% 30,672 - - - 30,572
Restated balance as at R2019F1A1AZ
1 January 2019 HEE 305572 13,796 4,671 50,662 108,701
Exchange differences ERER (69) U] (35) (59) (170)
Additions NE 9,727 403 1,335 3,302 14,767
Disposals L& (191) (1) (870) (813) (1,885)
At 31 December 2019 R2019% 12531 A 40,039 14,181 5,101 62,092 121,413
Accumulated depreciation RiiNE
At 1 January 2018 R2018E1A1R - (8,465) (8,167) (50,727) (62,359)
Exchange differences ERER - 13 51 125 189
Depreciation for the year FRTE - (2,683) (624) (3,996) (7,303)
Disposals HE - 826 182 1,283 2,291
Disposal of subsidiaries HENBAR - - - 13 13
At 31 December 2018 2018412 A31 A (R5)
originally presented - (10,309) (3,558) (53,302) (67,169)
Initial application of HKFRS 16 BREREBRBRELR
F165% (15,626) - - - (15,626)
Restated balance as at R2019F181A2
1 January 2019 HEE (15,626) (10,309) (3,558) (63,302) (82,795)
Exchange differences ERER 58 7 29 56 150
Depreciation for the year ERHE (13,286) (2,211) (682) (3,627) (19,808)
Disposals HE 151 3 520 751 1,425
At3iDecember2010 ~  R19F12AA 8703 (125100 @een  (812)  (101.026)
Closing net book value FERIEEFE
At 31 December 2019 R2019% 12831 A 11,336 1,671 1,410 5,970 20,387
At 1 January 2019 R2019F181A 14,946 3,487 1,113 6,360 25,906
At 31 December 2018 1201812 A31 B - 3,487 1,113 6,360 10,960
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NOTES TO THE FINANCIAL STATEMENTS
R %5 e 2= Y 5E

Right-of-use assets [ERIESE
Leasehold
land and  Furniture and
buildings equipment Total
HELHRET RERRE st
HK$’000 HK$’000 HK$’000
ST I BT BT T
At 1 January 2019 R2019F1 A1 H 14,020 926 14,946
Additions NE 9,361 366 9,727
Disposals HE (34) ©) (40)
Depreciation e (12,889) (397) (13,286)
Exchange differences PE W Z%8 (1) - (11)
At 31 December 2019 M2019%F 12 A31 H 10,447 889 11,336
INVESTMENT PROPERTIES 16. ®EMHE
2019 2018
HK$’000 HK$’000
BET T BETIT
At 1 January »1HA1H 7,000 5,600
Unrealised gain arising from change AN EZEEL 2 KBRS
in fair value 200 1,400
At 31 December w12 A31H 7,200 7,000

Note:

The investment properties were valued as of year-end date on the basis of their
open market value by an independent professional property valuer, Savills

Valuation and Professional Services Limited.

BT -

REMERFRBBULEEMEMLEMNE —AFHR
HHEEREEERBRRRR AN EREG -

SEERERDA
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NOTES TO THE FINANCIAL STATEMENTS
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(a)

Valuation processes of the Group

The Group measures its investment properties at fair
value. The fair value of the Group’s investment properties
at 31 December 2019 has been determined on the basis
of valuations carried out by independent valuers.
Discussion of valuation processes and results are held
between the Group’s senior management and valuers at
least once every six months, in line with the Group’s
interim and annual reporting dates. At each reporting date
the Group’s senior management:

—  verifies all major inputs to the independent valuation
report;

— assess property valuations movement when
compared to the prior period valuation report; and

— holds discussions with the independent valuers.

Change in Levels 2 and 3 fair values are also analysed at
each reporting date during the semi-annual valuations
discussions date between the Group’s senior
management.

SYNERGIS HOLDINGS LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

(b) Fair value hierarchy
The following tables analyses the fair value of investment
properties at different levels defined as follows:

— quoted prices (unadjusted) in active markets for
identical assets or liabilities (Level 1).

— inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is,
derived from prices) (Level 2).

— inputs for the asset or liability that are not based on
observable market data (that is, unobservable
inputs) (Level 3).

871 55 g 2= B9 5%

(b) DAFEER
TRBINTFRRBRZEENERF
B ARERZERNT :

- RBEEEXBERARMS
EZRECRERAER) (F—
) e

- FAE-BRAZBERINZ
BEXABZABEHAH
B TwEx(BER)XHE
BETEBER)(Z=R) -

- YRERAEBRMBEEZ
BEXEBEHABE(TAE
RBABE) (=) -

Quoted prices

in active Significant
market for other Significant
identical observable unobservable
assets (Level 1) inputs (Level 2) inputs (Level 3)
EiE:] BX BX
BEEREE L th 7] B 52 GIE -2
&Lt ZRE [TPN¢: [DN ¢
(F—#%) (B=#&%) (F=4)
HK$’000 HK$'000 HK$’'000
BT BT BT
As at 31 December 2019 72019412 A31 H
Recurring fair KEBEAFETE
value measurements
Investment properties WEYHE - 7,200 -
As at 31 December 2018 720184 12 A31 H
Recurring fair "EEAFETE
value measurements
Investment properties WEME = 7,000 =

There were no transfers between Levels 1, 2 and 3 during the
year.

Fair vale measurements using significant other
observable inputs (Level 2)

Fair value of the investment properties are derived using the
direct comparison method. This valuation method is based on
comparing the property to be valued directly with other
comparable properties, which have recently transacted.
However, given the heterogeneous nature of the properties,
appropriate adjustments are usually required to allow for any
qualitative differences that may affect the price likely to be
achieved by the property under consideration.

RERN F—H F_BRE=ZH2ZHE

[ERHEAHEMIBRRBASIE 2L
FastE (B#K)
REMEZAFEERERLEER
o WA EETIAR FRE2MERT
IR 5 A B B EET 2 HE
HERER - A AR EMERZEE
ETHER BEAFELHEERAE M
MEEAEZEENYMEAERZ(E
RZEME(EER -

FREREBRAR
—E-NFFER



NOTES TO THE FINANCIAL STATEMENTS
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17. GOODWILL 17. BHE
HK$’'000
BT
Cost R AN
At 1 January 2018, 31 December 2018 R20184F1 A1H 2018412 A31H
and 31 December 2019 & 2019F 12 A31H 171,794
Accumulated impairment 2iEE
At 1 January 2018 R2018%1 A 1H (55,000)
Impairment charge WEERE (116,794)
At 31 December 2018 and 31 December 2019 R20184F 12 A31 B & 2019412 A31 H (171,794)
Net Book Value REDFE
At 31 December 2019 MR20194F 12 A31 H =
At 31 December 2018 M2018F 12 A31H =
18. CONTRACT ASSETS AND LIABILITIES 18. BHNEEKERE
2019 2018
Notes HK$’000 HK$’ 000
HieE BT T BT
Contract assets BHEE
— contract work of ISP business — EREMRERIER EK
W& TiE () 366,136 346,416
Impairment ERIED (iv) (53,273) (53,273)
Total contract assets BHEBERR 312,863 293,143
Contract liabilities AWEE
— contract work of ISP business — EREMRIFHKRIEE £55
MEHTE (ii) (11,230) (6,804)
— property and facility service — WM AR (i (4,662) (4,149
Total contract liabilities GEHAaEEE (15,892) (10,953)
Notes: MI5E -
(i) Significant changes in contract assets and liabilities [0} BHBERBBHENES
Contract assets have increased as the Group has more outstanding AWEEZEN RAKRKEENR2019F12 8
workload as at 31 December 2019 together with the impact of the 31HMEATKIRERS  EREESLHITIE
progress of contract works and timing of work certification as at year end. EERTIERERFEAZ B -
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NOTES TO THE FINANCIAL STATEMENTS

Revenue recognised in relation to contract liabilities
The following table shows how much of the revenue recognised in the
current reporting period relates to carried-forward contract liabilities.

(i)

871 55 g 2= B9 5%

MEKN A BRI
TRIEELEEANHANABERRBIRA
FHERALZTHARERBEFRBETHEN
AEARMEHE -

2019 2018
HK$’000 HK$'000
BT T BT
Revenue recognised that was included in the RETF AL B BESNE RN
contract liability balance at the beginning of
the period
Contract work of ISP business ERRMNSHRIAR XBHELH T2 6,804 14,142
Property and facility services Y2 KRR TR 4,149 10,955

Unsatisfied long-term contract work of ISP business

The following table shows unsatisfied performance obligations resulting
from long-term contract work of ISP business.

(i)

EARMEERBEBEBORTREREH
I

TRIBRRERLMRFHRIAR EBNRE
HEHNTIENRTRENRE -

2019 2018
HK$’000 HK$’000
BT T BT T
Aggregate amount of the transaction price 212 A31 BED 2 ABARTTK
allocated to long-term contract work of ISP EREMRASHIER EENESRAY
business that are partially or fully unsatisfied as ~ H)32 5 {E44%E
at 31 December 679,900 1,068,400

Management expects approximately that HK$599,800,000
(2018:HK$756,100,000) to the unsatisfied contracts as of 31 December
2019 will be recognised as revenue during the next reporting period. The
remaining HK$80,100,000 (2018: HK$ 312,300,000) will be recognised in
the 2021 (2018: 2020) financial year. The amount disclosed above does
not include variable consideration which is constrained.

Movements in the provision for impairment of contract assets that are
assessed for impairment collectively are as follows:

)

EEEBMAOTESN2019F 12 A31 BATAK
& 41 H 7 599,800,000 7T (2018 4F : & #&
756,100,000 70) 4§ E#T &R A T — R 2R
B U2 o 2 T 78 % 80,100,000 7T (2018 4F ¢
78 #312,300,0007T ) # 720218 B F &
(20184F : 20204 ) EFMER o EXFIHTE
S BI AR AZRFIATERE -

AWEE(ERIERE) 2R ERREDHE
T

2019 2018
HK$’000 HK$’000
BT T BT T
Contract Assets EREE
At 1 January »1A1H 53,273 7,324
Provision for impairment transferred to receivables & & A J& W BR 7% 2 SR E R - (1,213)
Provision for impairment recognised during the year 4 A2 i 5R 2 R E B - 47,162
At 31 December n12A31H 53,273 63,273

For contract assets, the Group has applied the simplified approach
permitted by HKFRS 9 to measure the allowance for credit losses at
lifetime ECL. The contract assets are assessed for ECL by using the
provision matrix similar with the approach of trade receivables. After the
assessment by the directors of the Company, the allowance for ECL on
contract assets are insignificant to the Group as at 31 December 2018
and 2019.

MENEEMNS AEECKABRBUBR
SRR BT AET BT A ERHTE
HEEEFBELT ZEEEERE - 540E
ENEHEEERERAESEKRIBR AR
L0 B 88 48 2B B 1E H BT A - EA R RIEF T
& 2018 K 2019F 12 A31H A&
ENEREEEREEUHASEMS L TE
j( °
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NOTES TO THE FINANCIAL STATEMENTS
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19. RECEIVABLES 19. [EURERFR
The credit period of the Group’s accounts receivable generally AEBREKERZEER RN TF0E
ranges from 30 to 60 days (2018: 30 to 60 days) and the 60 B (20184 : 30ZE60H ) - KAEE 2
majority of the Group’s accounts receivable are denominated in REBDEWERERDIZAETE - RER
Hong Kong dollars. The ageing analysis of accounts receivable HEID 2 FEER R 2 BREQ DTN T -
by invoice date is as follows:
2019 2018
HK$’000 HK$’000
BT T BT T
Accounts receivable FE W BRFX
0 to 30 days 02 30H 118,025 145,452
31 to 60 days 312 60H 37,013 41,098
61 to 90 days 61290 H 17,489 14,516
Over 90 days 90 H M F 112,956 117,934
285,483 319,000
Retention receivables and other FEWRE € & H b EUWRTRIE
receivables (note I) (F=EED 145,452 155,795
Receivables FE U BR X 430,935 474,795
Impairment of accounts receivable, FEUBR R - EUIRE & &
retention receivables and other Hip Uz IB 2 RE
receivables (note ) (BEEN) (94,302) (94,812)
336,633 379,983

Note I:

Retention receivables in respect of the contracting business are settled in
accordance with the terms of the respective contracts. At 31 December 2019,
retention receivables held by customers for contract works amounting to
approximately HK$9,907,000 (2018: HK$19,028,000) are expected to be
recovered or settled in more than 12 months from the end of the reporting period,
all of the remaining balances are expected to be recovered or settled within one
year. Retention receivables are included in current assets as the Group expects to
realise these within its normal operating cycle.

The retention receivables are classified as contract assets until the end of the
retention period as the Group’s entitlement to this final payment is conditional on
the Group’s work satisfactorily passing inspection.

For retention receivables, the Group has applied the simplified approach permitted
by HKFRS 9 to measure the allowance for credit losses at lifetime ECL. The
retention receivables are assessed for ECL by using the provision matrix similar
with the approach of trade receivables. After the assessment by the directors of
the Company, the allowance for ECL on retention receivables are insignificant to
the Group as at 31 December 2018 and 2019.
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20.

NOTES TO THE FINANCIAL STATEMENTS

Note II:

As of 31 December 2019, accounts receivable of HK$95,524,000 (2018:
HK$94,663,000) were past due but not impaired. These related to a number of
independent customers for whom there is no recent history of default. Accounts
receivable of HK$73,696,000 (2018: HK$71,517,000) were past due and impaired
which mainly related to Hsin Chong.

871 55 g 2= B9 5%

BEEN:

2019412 A31 B  A# 95,524,000 70 (2018 4 :
Y5 ¥ 94,663,000 7T) 2 JEUER X B BEMEARR(E © 32
ERERZZNPL MENCLENBLIRFEEH -
. #8 HA K2 R fB 2 78 1 73,696,000 7T (2018 4F : B #5
71,517,0007C) Z FEW IR R EBERFEHRH ©

2019 2018
HK$°000 HK$'000
BT T BT T
Impairment of receivables FEWGRIERE
At 1 January w1 A1A8 94,812 70,870
Provision for impairment recognised BRI ERE 816 23,271
Written-off bEE] (1,111) -
Doubtful debts recovery ldEp=4 (87) (339)
Exchange differences B+ =58 (128) (208)
Provision for impairment transferred from contract HASHNEEZRERE
assets - 1,213
At 31 December MW12A31H 94,302 94,812

At 31 December 2019, over 95% of the impairment of receivables was related to
Hsin Chong (2018: 95%). The management considered that there no material
balances with Hsin Chong is maintained in the accounts.

The maximum exposure to credit risk at the reporting date is the carrying value of
the accounts receivable mentioned above. The Group does not hold any collateral
as security.

CASH AND CASH EQUIVALENTS AND PLEDGED 20.
BANK DEPOSITS/TIME DEPOSITS

R2019F 12 A 31 8 + #BiB 95% [ Wk ZX I8 5l B B 3T
S (20184 : 95%) - ERERFRE B I M HE
HENEALR -

NS B HMEG 2 &S EERR S L ERERR
ZEREE © NGB ER5 A IR R EER -

RERBESENRSRPRTE
o/ EHER

2019 2018

HK$’000 HK$'000

BEET T BT IT

Cash and bank balance & RIRTTHERR 60,597 89,871

Time deposits with original maturities less R 2|83 B A& =1#& 8 A T8I & &7

than three months |ITER 56,276 13,213

Cash and cash equivalents Be MBS EE 116,873 103,084
Pledged bank deposits/time deposits with B X177 [R5 HA B #8:8

original maturities over three months =@ A B EHRITER 11,471 10,866

128,344 113,950

BEERERAT @
T NEER
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NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

21.

The majority of the Group’s deposits, cash and cash equivalents
is denominated in Hong Kong dollars.

The cash and cash equivalents and time deposits disclosed
above and in the consolidated statement of cash flows include
HK$16,692,000 (2018: HK$17,934,000) which are held in the
PRC. These deposits are subject to regulatory restrictions and
are therefore not available for general use by the other entities
within the Group.

Bank deposits of HK$10,160,000 (2018: HK$10,000,000) is
pledged as security for the Group’s bank loan of
HK$35,000,000 (2018: HK$40,000,000).

PAYABLES AND ACCRUALS

The credit period of the Group’s accounts payable generally
ranges from 30 to 60 days (2018: 30 to 60 days). The ageing
analysis of accounts payable by invoice date is as follows:

21.

AREB 2R B ReFEKRSN
A REN -

EXHENBRERRESERTHER
Mt AfZ &R &R 8RB 16,692,000
JT (20184 : ##17,934,000 7T) HEH
BFE ZEERTETRS  As
EREMEEIASHEAEA—RAR -

8 17 17 38 #10,160,000 7T (2018 4 :
7% 10,000,000 70) AAEAREEIRITE K
75 # 35,000,000 7T 2 # 1 (2018 4 : /&
# 40,000,000 7T) °

EIRRKESHER

AEEEMNERZEEH BN T0E
60 H (20184 : 30E60H ) - KK EH
BN R BRI Z BRER AT TS

2019 2018
HK$’000 HK$'000
BT T BEET I
Accounts payable FEfFERR

0 to 30 days 0Z=30H 286,450 323,386
31 to 60 days 312 60H 12,245 17,822
61 to 90 days 61290 H 7,663 5,727
Over 90 days 90 H LA E 32,230 34,011
338,588 380,946

Retention payables, other payables FEZE& - HitFEFEER
and accruals EREGER 168,031 188,837
506,619 569,783

Retention payables in respect of the contracting business are
settled in accordance with the terms of the respective
contracts. At 31 December 2019, retention payables held by
the Group amounting to approximately HK$5,093,000 (2018:
HK$22,250,000) are expected to be settled in more than 12
months from the end of the 31 December 2019.
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22. BANK LOANS

NOTES TO THE FINANCIAL STATEMENTS
G E

22. SRITEM

2019 2018
HK$’000 HK$'000
BET T BT T
Bank loans contains a clause of IRITE R BIZ EKERIENR
repayment on demand
— Portion due for repayment — —FRE|HEE S
within one year 80,000 144,000
— Portion due for repayment in the — REMFEESHD
second year 51,000 22,000
131,000 166,000

Notes:

The Group had bank loans of HK$131,000,000 (2018: HK$166,000,000)
denominated in Hong Kong dollars.

The bank loans of the Group carried weighted average interest rates of
5.4% (2018: 4.5%) per annum.

The Group’s term loan of HK$96,000,000 (2018: HK$36,000,000) is
subject to a floating charge over the assets of the Company and its
subsidiaries.

No revolving loan is subject to a floating charge over the assets of the
Company and its subsidiaries (2018: HK$90,000,000).

The Group’s bank loan of HK$96,000,000 (2018: HK$126,000,000) is

personally guaranteed by an indirect controlling shareholder.

Bank deposits of HK$10,160,000 (2018: HK$10,000,000) is pledged as
security for the Group’s bank loan of HK$35,000,000 (2018:
HK$40,000,000).

The carrying amounts of loans approximate their fair values.

BRE -

(@) AEE A RITE S 131,000,000 7T (2018
£ 1 51 166,000,000 7T) A HE o

) AEBZBTERZMETFHEFEE5.4%
(20184F : 4.5%) °

(©) RNEE 2 B HE 7 A 96,000,0007T (2018
¢ #¥%36,000,0007T) * ETIHEAR R K
HME AR Z BEEFEIHT -

d T HEAREREERRAIRENBARZE
EVEZ 82 (20184 : #%90,000,0007T) °

(e) AEE 7 RITEHAE96,000,0007T(2018
4F ¢ 7% 126,000,0007T) * H T R 4%
A% AR SR M A PR HE HEAR o

G} $R1T17 78 10,160,000 7T (2018 4F : 76 #&
10,000,0007C ) AEAREBRTTE R B
35,000,000 7T (2018 4F : % 40,000,000 7T)
2R -

@ ERWEEELEAAERE -

FREREBRAR
—E-NFFER



NOTES TO THE FINANCIAL STATEMENTS
R %5 i TR Y 5

23. LEASES LIABILITIES 23. iHEBE
Leasehold land  Furniture and

and buildings equipment Total

HELHRET ERERRZE st

HK$’000 HK$’'000 HK$’000

BT BT BT

At 1 January 2019 R2019F1 A1 H 12,439 992 13,431
Additions NE 8,007 366 8,373
Termination Ak (34) 6) (40)
Interest expenses R EFX 555 55 610
Lease payments HERF (11,851) (446) (12,297)
Exchange differences = 28 - 28
At 31 December 2019 2019412 A31 H 9,144 961 10,105

Future lease payments are due as follows:

AREREEMNKZBIRBEROT

Minimum lease

payments Interest Present value

RIEHAETR FIE RE

HK$’000 HK$’'000 HK$’000

BT T BT T BT T

Not later than one year —FR 7,921 (280) 7,641
Later than one year and not —FREMRFNR

later than two years 2,300 (44) 2,256
Later than two years and not ~ MEZRERERN

later than five years 217 (©)] 208

At 31 December 2019 72019412 A31 H 10,438 (833) 10,105

SYNERGIS HOLDINGS LIMITED
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24. LONG SERVICE PAYMENT LIABILITIES

NOTES TO THE FINANCIAL STATEMENTS

24,

Under the Hong Kong Employment Ordinance, the Group is
obliged to make lump sum payments on cessation of
employment in certain circumstances to certain employees who
have completed at least five years of service with the Group.
The amount payable is dependent on the employee’s final
salary and years of service, and is reduced by entitlements
accrued under the Group’s defined contribution retirement
scheme that is attributable to contributions made by the Group.
The Group does not set aside any assets to fund any remaining
obligations.

The liability recognised in the consolidated balance sheet is
present value of unfunded obligation and its movements are as
follows:

871 55 g 2= B9 5%

R E&E

REFE(RREEGN) AEERETH
RARBRBFEELFIALMES
TEATRLZENEEMN L —Z8BH
T XN EBEDRIEEBNEL
FEMRBERMET  AMREEE
AEEFEH-FORING S T RS
AREBATH 2 FH - AEBEIWEE DT
MEBEENAREMFSNEETREES -

REABEABRAER ZBETI AR
BNEEZREREZEFHNT

2019 2018
HK$’000 HK$'000
BET T ST IT
At 1 January ®1A1H 1,963 1,380
Net charge to profit or loss R8P R
Current service cost B EA AR A5 A AN 114 115
Interest cost I PSNp#: 31 16
145 131
Net credit to other comprehensive income MR E fih 2 E a5 5+ AJFEE
Remeasurements: EHFE
Actuarial loss/(gain) arising from: BUTSBEELEZREE
B8, (W)
Liability experience KERTEE (277) 1,076
Financial assumptions B SRR 5 (19)
Demographic assumptions UNEE i 2 @)
274) 1,055
Other Hitb
Benefits paid AR (258) (603)
At 31 December ®12 A31H 1,576 1,963
FEERERAT

—E-NFFER



NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

The principal actuarial assumptions used for accounting
purposes are as follows:

RETENRAZEIERERROT ¢

2019 2018
% %
Discount rate BHIH &K 1.7 1.8
Long-term salary increase rate RHF SRR 4.0 4.0
Long term average expected return on @ HIEAE LTI EEZ
mandatory provident fund & B39 78 BAE
scheme assets 3.5 815

The sensitivity of the defined benefit obligation to changes in the
significant principal assumptions are as follows:

REBMNBEEHEARATIEBRREFHORK
REHHNIT

Impact on defined benefit obligation

AERINEEZFE
Change in Increase in Decrease in
assumption assumption assumption
R & E R =% B>
Discount rate BHIE X 0.25% Decrease by Increase by
0 20
0.6% 0.6%
Long-term salary increase rate  KHiFi &g K& 0.25% Increase by Decrease by
20 o
2.6% 2.6%
Long-term average expected & H|EATERFTEIEE 0.25% Decrease by Increase by
return on mandatory Z REIEHIELAO IR S 1290
provident fund scheme assets 2.2% 2.2%

The above sensitivity analyses are based on a change in an
assumption while holding all other assumptions constant. In
practice, this is unlikely to occur, and changes in some of the
assumptions may be correlated. When calculating the sensitivity
of the defined benefit obligation to significant actuarial
assumptions, the same method (present value of the defined
benefit obligation calculated with the projected unit credit
method at the end of the reporting period) has been applied.

The weighted average duration of the defined benefit obligation
is 2.4 years as at 31 December 2019 (2018: 2.2 years).
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NOTES TO THE FINANCIAL STATEMENTS

25. CONVERTIBLE BONDS

The Company issued 84,000,000, 7% convertible bonds with a
principal amount of HK$42,000,000 on 18 November 2019.
The convertible bonds are denominated in Hong Kong dollars.
The bonds will mature by two years from the issue date with
repayment of principal amount or can be converted into
ordinary shares of the Company at the holder’s option at the
fixed rate of one share per HK$0.5 of the outstanding principall.

The fair values of the liability component and the equity
conversion component were valued by independent
professional valuer, Pretium Advisory Services Limited, at the
issuance of the convertible bonds and not subject to annual
revaluation. The fair value of the liability component, included in
non-current financial liabilities, was calculated using a market
interest rate for an equivalent non-convertible bonds. The
residual amount, representing the value of the equity conversion
component, is included in shareholders’ equity net of deferred
income taxes.

The convertible bonds recognised in the statement of financial
position is calculated as follows:

871 55 g 2= B9 5%

25. OJMRIE%

ARAER20194F 11 A 18 HE7784,000,000
R7ur R ESH XS BREAEK
42,000,0007T ° A # % (& % 12 8 B 5t
B BEHFSRETHF2FEFRIE £
EATREEERASHENIZAEBELSS
ST —RIRH ZEE R BER
BEARRAR LA

BESS RERERIES 2 ARBETIH
B S F ¥ (& A Bl (Pretium Advisory
Services Limited) 7 %17 A] 2R (& 5 B iy
BEREFTEFEM - AESD (BEFER
Bemald) 2 an ﬁfb@ﬁﬁ—rgﬁ#—ﬁﬁ
REH < THEFEGFTE ﬁ%fﬁ(?aﬁé i
Tﬁ*"z{ﬁfﬁ)”ﬂ\ﬁxﬁﬁé s fBRIEEFT
1BF

R R ER 2 AR ES T E N
T

HK$’'000
BT
Equity component on initial recognition at 720194 11 18 H X 20194F
18 November 2019 and year ended 12 A31 AV ER 2 =5
31 December 2019 5,180
Liability component on initial recognition at 20194 11 A 18 Rl R < A EH
18 November 2019 35,569
Interest expenses (note 8) FIEF S (fizE8) 667
Interest paid BAFE (354)
Liability component at 31 December 2019 R2019F 12 31 HZ B EHH 35,882

Interest expenses on the convertible bonds are calculated using
the effective interest method by applying the effective interest
rate of 17.1% to the liability component. None of the convertible
bonds were redeemed or converted during the year.

AARE S 2 M B R T E R ERAN X
FENBEHD ZEBEFEA71%E -
REER - BEAARRESFERRLRSKT
o

FREREBRAR
—E-NFFH



NOTES TO THE FINANCIAL STATEMENTS
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26. DEFERRED TAXATION

Deferred taxation is calculated in full on temporary differences
under the liability method using tax rates substantively enacted
as at the date of statement of financial position. The movement

26. EIETRIE

EXEFRBRARMH RN KR BHEE
B2 HERBE AN E R BT HGT
HoREBEEE) BBEREFEZ

on the net deferred tax (assets)/liabilities account is as follows: FE)INT
2019 2018
HK$’000 HK$'000
BT T BT
Beginning of the year F7) (6,339) 207

Deferred taxation recognised in RIBRERZBRERIA

profit or loss (note 12) (MFE12) 445 (6,546)
End of the year FR (5,894) (6,339)

The movement on the deferred tax assets and liabilities (prior to
offsetting of balances within the same taxation jurisdiction)
during the year is as follows:

Deferred tax

EREHAEE KRB E(RAAREH sDEE
B SR A ERAT) NAF R Z BT

liabilities Deferred tax assets
EEBEEE EEHEEE
Accelerated Accounting
tax tax
depreciation depreciation Tax loss Total
MEBERE SHHBERE RIEEE HE
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT BT T BB T T
At 1 January 2018 720181 A1H 248 41) = @1)
Credited to profit or loss R #EzmEFA (59) (443) (6,044) (6,487)
At 31 December 2018 R20184F 12 A 31 H 189 (484) (6,044) (6,528)
Charged/(credited) to iSi=Ell
profit or loss (BT A) 211 (456) 690 234
At 31 December 2019 R20194F 12 A31H 400 (940) (5,354) (6,294)

Deferred tax assets are recognised for tax losses carried
forward to the extent that recognised of the related tax benefit
through future taxable profits is probable. The Group has
recognised tax losses of HK$93,113,000 (2018:
HK$117,160,000) to carry forward against future taxable
income. Tax losses amounting to HK$58,022,000 will expire at
various dates up to and including 2024 (2018 up to and
including 2023: HK$60,808,000). The remaining tax loss do not
have expiry dates.
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217.

NOTES TO THE FINANCIAL STATEMENTS

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when the deferred taxes relate to the
same fiscal authority. The following amounts, determined after
appropriate offsetting, are shown in the consolidated statement
of financial position.

871 55 g 2= B9 5%

EREEAHTENATBERRAEEE
HEHRBAREN METRBELR
Rl —BA B R - R A] KR AE R TR B A B
EXHBRBEEREE - £t ABE K
Mg T EBEEABBERRKRAT

2019 2018
HK$'000 HK$'000
BET T BEET T
Deferred tax assets RERIBE EE (6,294) (6,528)
Deferred tax liabilities EEFBEEE 400 189
(5,894) (6,339)
SHARE CAPITAL 27. BRIN
Number of
shares Amount
RoEE &%
‘000 HK$'000
T BET T
Ordinary shares: AR
At 31 December 2018, 1 January 2019 72018412 A 31 H » 20194
and 31 December 2019 1A1BK&20194F12 A31H 424,850 42,486
Convertible preference shares (note) T & & 5% (FizE)
At 31 December 2018, 1 January 2019 R 2018F 12 A 31 H » 20194
and 31 December 2019 1A1B&20194F12 A31H 80,000 8,000
Ordinary shares and convertible ERTREBRE TR R
preference shares issued and fully paid A EE (B S AR
At 31 December 2019 M2019F12A31H 504,850 50,486
At 31 December 2018 R20184F 12 A31 H 504,850 50,486

BEERERAT @
T NEER



NOTES TO THE FINANCIAL STATEMENTS
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Note: 80,000,000 CPSs of HK$0.75 each were issued as part of the
consideration paid for the acquisition of ISP business in late 2012. The
rights, privileges and restrictions of the CPS are set out below:

)

Dividend

Holder of each CPS shall have the same entitlement to dividend
and other income distribution as the holder of each ordinary share
of the Company and shall rank pari passu with ordinary shares of
the Company as to dividend payments.

Return on capital

On winding up of the Company, the holder of the CPSs shall be
entitled to the return of capital on the basis of the issue price of the
CPSs and in priority to ordinary shares of the Company.

Conversion rights

The CPSs is convertible at the option of the holder at any time after
the issue date. Conversion of the CPSs shall be subject to, among
others, the minimum public float requirements stipulated under the
Listing Rules or as required by the Stock Exchange being satisfied.

Conversion price

The conversion price is HK$0.75, subject to adjustment in
accordance with the terms of the CPSs. The adjustment event
includes consolidation, sub-division, right issue, issue of the
Company’s shares for cash and grant of options or warrants to
subscribe for new shares of the Company at a discount of more
than 20% of the market price.

Redemption

The Company shall have the sole right to redeem the CPSs at any
time after the issue at the issue price of the CPSs, i.e. HK$0.75 per
share.

SYNERGIS HOLDINGS LIMITED

2019 Annual Report

Bzt - P 20124 /K317 80,000,000 A B AZ B 1 0.75
TLHY AT B S IRE R IE B TR RIS IR A
EBMREN -0 TBRRELRZE
) FPEEAMR BT -

(i)

(i)

()

B8

FR AR E SRR Z A ARBFGRA
RAVEBRZFHE ARBE REMYK
ADKSEZAREET - BRIKS
T EEARREBEREAREFA -

AR LR 2 B A ABRIRAR
BEREEENARR T BEIZA R
BELBRFETEEERENRE

Bkt
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28. RESERVES

Details of movement in the reserves of the Group are set out on

page 100.

The following describes the nature and purpose of each reserve

within owners’ equity:

Reserve

e

NOTES TO THE FINANCIAL STATEMENTS
G E

28. f&fH
AEBEENEBHEBEHNE100H

TR ER ABREASRENEER
SR

Description and purpose
iRy S A= N

Share premium

Merger reserve

B ptEE

Exchange reserve

BEE 5%, fek 5

Equity component of
convertible bonds

AR BT B

Retained earnings

RE 2T

Prior to 3 March 2018, the application of the share premium account was governed
by s.48B of the Hong Kong Companies Ordinance, Cap. 32. In accordance with the
transitional provisions set out in s.37 of Schedule 11 to the Hong Kong Companies
Ordinance, Cap. 622 (the Ordinance) any amount standing to the credit of the share
premium account at the beginning of 3 March 2018 became part of the Company’s
share capital. The use of this share premium balance is governed by s.38 of Schedule
11 to the Ordinance.

20183 A3 HAI - R BEEBRZEAXEERAIRNI(FE32F)E 48BIFHE °
RBEB L AURDI(E622F ) (FZIRG]) MR 1158 37 IRFTE 2 BIEIRX - R 20184
SABHABERMNGER CEMERBEKARRTRE—HD - BALFRD
wEBRARTZIEOIMER 11 E3BHFEE -

Amount of proceeds on merger accounting relating to the difference between the cost
of investment and the nominal value of the share capital acquired.
HEEERARBWBER AR TEZ REREENS et RIEEE ZISHNIASHE -

Gains/losses arising on retranslating the net assets of foreign operations into
presentation currency.

ENMBREGIEEEEFERERENELN S HE -

Equity component was equal to the difference between the net proceeds received
and the fair value of the liability component on issue of convertible bonds (i.e. option
to convert the debt into share capital).

RO FENETAIRRES 2 BRAERIEFEEE G S AT EZFEHNZEE (A
BTG E R AR AR BAE)

Cumulative net gains and losses recognized in profit or loss.

Bt R FER B -

FREREBRAR
—E-NFFH



NOTES TO THE FINANCIAL STATEMENTS
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29. NOTES TO STATEMENT OF CASH FLOWS 29. IRE S XRMTE
(a) Reconciliation of profit/(loss) before taxation to cash (a) BRFBADET(BB) R L EKE
generated from operations: H 7R EERK
2019 2018
HK$’000 HK$'000
BET T BT T

Profit/(loss) before taxation BB AT A (E51E) 44,406 (161,937)
Depreciation T E 19,806 7,303
Impairment of receivables FEUWER RN Z BB 816 23,271
Interest income FLE WA (672) (238)
Interest expenses B 7,338 6,235
Fair value gain on WEMEAREWRE

investment properties (200) (1,400)
Loss on disposal of property, plant LEYHE  BREXECERE

and equipment 7 38
Impairment loss on goodwill R BEBE - 116,794
Impairment of contract assets SREERE - 47,162
Loss on disposal of subsidiaries HENB AT ZER - 623
Gain on disposal of a subsidiary & — R B A R« W - (183)
Operating profit before working & 3E & & 8 B i 2 & &% F

capital changes 71,501 37,668
(Increase)/decrease in contract assets & Z9& & (3&4n) 5 (19,720) 8,989
Decrease in receivables FEUS BR TR 42,684 87,012
Decrease/(increase) in deposits and £ & FER R IER A (& 40)

prepayments 1,285 (4,187)
Decrease in payables and accruals JEERESR « FERTE A K

and long service payment liabilities KRB EERD (63,153) (118,448)
Decrease in amounts due to other JES E At R & R A F0R

partner of joint operations B - (15)
Decrease in amount due to JE A< FE 428 PR 2 SR TR AR

non-controlling interest - (153)
Cash generated from operations REE%(KELECRE 32,597 10,866
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NOTES TO THE FINANCIAL STATEMENTS
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(b) Reconciliation of liabilities arising from (b) MEXBEECZEBHERX
financing activities
(In HK$’000) (BT
Interest Lease Convertible
Bank loans payable liabilities bonds
RITER FEfF IS HEBE WTBRRES
(note 22) (note 23) (note 25)
(BfzE22) (FfF5E23) (MF5E25)
At 1 January 2018 »2018%1 A1H 162,402 96 - -
Drawdown of bank loans BARITER 65,000 = = =
Repayment of bank loans &8 R1TER (61,402) - - -
Bank loans interest paid BERRITERFIE - (6,279) - -
Total changes from financing BtEIREREZ
cash flow ZH)mzE 3,598 6,279) = =
Interest expenses FBAX - 6,235 = -
Total other changes HibFE 2% = 6,235 = -
At 31 December 2018 M20184F 12 A 31 H 166,000 52 - -
At 1 January 2019 20191 A1H 166,000 52 13,431 -
Drawdown of bank loans FABITER 35,000 - - -
Repayment of bank loans ~ E&R1TE R (70,000) - - -
Bank loans interest paid BEfIRITERFE - (6,029) - -
Placing of convertible bonds ~ BZ & AT % B % - - - 40,749
Interest paid on BARBRELFEHHE
convertible bonds - - - (354)
Lease payments HERRK - - (12,297) -
Total changes from financing EtEIRERE Y
cash flow Pk Fk (35,000) (6,029) (12,297) 40,395
Convertible bonds adjustment A] #j% (&% 7 & - - - (5,180)
Lease adjustments HEAE - - 8,333 -
Foreign exchange SN R B
adjustments - - 28 -
Interest expenses B> - 6,061 610 667
Total other changes Bt @ - 6,061 8,971 (4,513)
At 31 December 2019 12019412 A31 H 131,000 84 10,105 35,882

BEERERAT @
T NEER
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30. LOSS ON DISPOSAL OF SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS
R 55 s 2% B9 oF

30. HWEMBELINERE

Hsin Shun Metal Fabrication Company Limited and Hsin Shun e BRRERARMMIE(ES) S
(Dongguan) Metal Fabrication Company Limited*, which are EHEmBRARAKEREEELSH
60% owned subsidiaries of the Company and engaged in o N B R iE B AR R A 60% H B B
provision of direct metal work and curtain wall fabrication, were Al R2018F 6 AWHE °

disposed in June 2018.

HK$’'000
BRI
Net assets disposed EHEEEFE
Property, plant & equipment M - HES RS 164
Receivables JiE U BR SR 1,490
Deposits and prepayments e RIE IR 4177
Cash and cash equivalents HekReE 1,513
Payables and accruals FES BRI T & A (5,394)
Amount due to non-controlling interests FE A FE 12 AR e 2 3R IE (1,153)
Taxation payable FESBETE (130)
667
Non-controlling interests ElEl g 1,404
Release of exchange reserve upon disposal HE RS IR E 3 152
Net assets disposed EHEEEFE 2,223
Consideration RAE 1,600
Net assets disposed BEHEEEFE (2,223
Loss on disposal of subsidiaries HENRB ARG ZBE (623)
Net cash inflow in respect of the disposal HEZRESRAFEE
Cash received (Note) B2 (BifE) -
Cash and cash equivalents disposed HERENREEE (1,513)
(1,513)
Note: The cash consideration was not yet received as at 31 December 2019, MisE @ M20194F 12 A31 A AR KEIHNBELRERL
which was recognised as other receivables in the consolidated statement A MR RIER A E A EUGHIE -

of financial position.

* For identification purposes only

SYNERGIS HOLDINGS LIMITED
2019 Annual Report



31. GAIN ON DISPOSAL OF A SUBSIDIARY

ISP Project Services (Vietnam) Company Limited, a wholly
owned subsidiary engaged in fitting out work and construction

services in Vietnam, was disposed in December 2018.

NOTES TO THE FINANCIAL STATEMENTS
G E

31. HE—REASHE

RBEREREIRERBERBNEE
M2 7] - ISP Project Services (Vietnam)
Company Limited * 722018512 A HE °

HK$'000
BT T
Net assets disposed BHEEEFE
Cash and cash equivalents ReERREEE 70
Payables and accruals FES R BT A @)
Net assets disposed EHEEEFE 67
Consideration RE 250
Net assets disposed EHEEEFAE 67)
Gain on disposal of subsidiary HE B AR 2 W 183
Net cash inflow in respect of the disposal HEZRERAFEE
Cash received (Note) BUYCER & (FsE) -
Cash and cash equivalents disposed BHERERRESEE (70)
(70)

Note: The cash consideration was not yet received as at 31 December 2019,
which was recognised as other receivables in the consolidated statement

of financial position.

32. LITIGATION

On 23 January 2020, the Company received a writ of summons
issued in the High Court by QBE against the Company for a
claim for approximately HK$34.2 million in aggregate given rise
to under the third parties LRA signed together with Hsin Chong
(in which the Company is not responsible for part involving Hsin
Chong), which concerns the employee compensation insurance
policy providing coverage to our ISP Business during period

from 9 November 2014 to 31 March 2016.

BEE © R2019F 12 A31 A ARKEIMR SR ER
HRAEFBRRRER R ELMEYR -

a5l

R 202051 A23H * AABWKEIELHE
REEERmEAEZEARSMK  RATH
A B 201411 A9H 201643 A
31 HEIE M = A R IFHRIE B 275 1R
HEBHERRMEFERBEZE=FH
BARBEBERBRSIHERE 25
#9765 # 34,200,0007C © EF AR A EAE
MHRFEMI D T FRIE -

32.

ARERERA
“FNEER



NOTES TO THE FINANCIAL STATEMENTS
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33.

34.

In the opinion of the Directors of the Company, it is premature
to predict the outcome of the claim against the Company. As at
31 December 2019, the Company has recognised a provision
of approximately HK$9.7 million (2018: HK$9.7 million),
included in other payables and accruals of the Group’s
consolidated statement of financial position, which reflects the
Directors’ best estimate of the most likely outcome. It is
expected that this matter will be brought to the attention of the
High Court in April 2020 (subject to the actual resumption date
of the High Court). The Company is seeking legal advice in
respect of the proceeding and would defend its position.

Save as disclosed above, as at the date of this annual report,
no other litigation or claims of material importance is known to
the directors to be pending against the Company.

RABEERE  RETEASEHAQF]
MEBRRERTIE ZHE - #1E2019F 12
AB1H AR RERRBHOHBL
9,700,000t (20184 : & ¥ 9,700,000
TL)  WEt ARE B S MBI RAE
hEMERRENER  ERMRESRY
A REE R REME - BHZEHE
R2020F 4 ARBFXERERE  WRT
BEEIREBRMERANBEmE - N
NREEZHEREER U AEE TN

ey

Bio

B EXPIREESN  BEARFHRAY
BEERMM YEAGHEARFNE
RIFRFARHER o

SHARE OPTION SCHEME 33. BBARiEStE
The Company had the Share Option Scheme (details of which RN A BIRERT S (GBS HR AR
have been set out on pages 74 to 77 of this report). Under the EETAZETTE) - BB SEAREST
option schemes, the directors may at their absolute discretion 2 BEEREEMNBEEBRERTAR
grant options to eligible persons who are employee or directors AIEMBARIMNBEREETNAE
of the Company or its subsidiaries. No share options were AL RIREFE  HEEREER
granted, exercised and lapsed for the Reporting Year and no F o fTEE R BN 2019F K - i E
share options were outstanding as at end of 2019. BB R ARAT(E o
RELATED PARTY TRANSACTIONS 34. REATIRT
(a) Key management personnel compensation (a) E2EIRASHM
2019 2018
HK$’°000 HK$’'000
BT T ST IT
Salaries, allowances and benefits e EBRREWMRIE
in kind 19,924 33,725
Pension — defined BRE — REH-KETE
contribution scheme 690 1,140
20,614 34,865

SYNERGIS HOLDINGS LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

(b) Significant related party transactions

Summary of the significant related party transactions

(b)

871 55 g 2= B9 5%

SAAEALRS

RERAREBEETZIERBEAL

carried out by the Group during the year are follows: RGBPEMT :
2019 2018
Note HK$’000 HK$’000
Lz BT T BT T
Service charges paid to M TSR RN RGE
— Company with common — B HHARERRR
controlling shareholder pA/NC (i) (726) -
— Company controlled by — H—RESEH
a director /NG (i) (224) (202)
Services income from KB TR RLZBRBUA
— Company with common — B —EHEEIERRR
controlling shareholder ZINTE (iii 2,692 2,874
Maintenance and technical KB TIRARZHEER
support service income from B iy 7 % AR B A
— Company with common — B EIERAR R
controlling shareholder WA/NEG (iv) 1,672 4,637
Contracting work’s income from KB 5 A 24 4 L2
WA
— Company with common — B HHARERRR
controlling shareholder ZAa] (v) 73,886 2,053

Notes: BT -

i) Service charges paid in respect of commission and documentation [0) REERRESEEZAEEXEES
fee for placing of convertible bonds were mutually agreed by both ZIRIEE - THIRE 1 E m U ER -
parties.

(ii) Service charges paid in respect of typesetting, translation and (ii) THER - BERERIRE S NOREEYS
printing services were mutually agreed by both parties. HIYREHEEBE -

(i) Services income earned on services including property (i) MIRERG (BEYEEE BEEE BN
management, asset management, consultancy fee, security, B RE - ERNEEZZRE) BELZ RS
laundry, cleaning, etc. rendered was mutually agreed by both A THIREE S 15 E mdER -
parties.

(iv) Maintenance and technical support service income represents fees (iv) B R IEREWAEREERIRET
earned on repair and maintenance works. The prices and terms RRENMER BRREERBEIHTE -
were mutually agreed by both parties.

(V) Contracting work’s earned from fitting out projects, were mutually (V) HEBEBERINZANIRE NIZEHHTE

agreed by both parties.

T ULER -

FREREBRAR
—E-NFFER



NOTES TO THE FINANCIAL STATEMENTS
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35. STATEMENT OF FINANCIAL POSITION AND 35. MG IRRRRIERENE
CHANGE IN EQUITY OF THE COMPANY
Statement of financial position of the Company N CIEFS AR IR R
As at 31 December 2019 R20194F 12831 H
2019 2018
HK$’°000 HK$’'000
BET T BEET T
Non-current assets ERBEE
Property, plant and equipment M - MR NER 9 36
Subsidiaries i npEE NG 89,204 89,204
Total non-current assets FRBEEREE 89,213 89,240
Current assets REBEE
Other receivables H b B WA 143 =
Deposits and prepayments e RIERRIE 333 312
Amount due from subsidiaries NG 6,058 8,608
Deposit, cash and cash equivalents Ze HekBeEE 46,826 29,264
Totalcurrentassets ~ w"EBEE&® 00 53360 38,184
Current liabilities REBEE
Payables and accruals FES R BT & A 1,362 1,914
Bank loan RITER 12,000 36,000
Total current liabilities REBEEHEE 13,362 37,914
Netcurrentassets ==~~~ #"EBHEEFE 0000000000 39,908 270
Total assets less current liabilities EEHABERABEE 129,211 89,510
Non-current liabilities kREBEE
Deferred tax liabilities EIERRIB A& 1 6
Convertible bonds AR ES 35,882 -
Total non-current liabilites ¥ ndmafesm =~~~ 0 35883 6
Net assets BEEFE 93,328 89,504

Equity attributable to equity holders 74 TR iEREH A FE(EREZS
of the Company

Share capital [ 50,486 50,486

Reserves & 42,842 39,018
Total equity A 93,328 89,504
The statement of financial position of the Company was RNABHEIRAREEEF2 N 2020E3
approved by the Board of Directors on 24 March 2020 and was B24 BHLE » WA TATREERE -

signed on its behalf.

Kingston Chu Chun Ho k&% Mandy Hui Suk Man 558
Chairman £ J& Director €%

SYNERGIS HOLDINGS LIMITED
2019 Annual Report



NOTES TO THE FINANCIAL STATEMENTS
R %5 e 2= Y 5E

Change in equity of the Company KrSEREE]MER

Equity
component
of
Share Contributed  convertible Accumulated Total
Share capital premium surplus bonds losses equity
TRRES
RA& R EE BB zEEHS ZitEE ERAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT

At 1 January 2018 2018461 A 10 50,486 185,420 82,601 - (74,654) 243,853
Loss attributable to equity holders R ZIRRIERE A
of the Company [EhER - - - - (154,349) (154,349)
At 31 December 2018 201812 A31 A 50,486 185,420 82,601 - (229,003) 89,504
Issue of convertible bonds BaRES - - - 5,180 - 5,180
Loss attrioutable to equity holders A7 FRER B A
of the Company E(EEE - - - - (1,356) (1,356)
At 31 December 2019 12019512831 A 50,486 185,420 82,601 5,180 (230,359) 93,328
HOLDING COMPANY 36. ERAT
The directors regarded Champ Key Holding Limited, a company # % #8 Champ Key Holdings Limited ( 7
incorporated in British Virgin Islands, as its ultimate holding HEREZHEEMK IR AEHZK
company. ERAR] -
PRINCIPAL SUBSIDIARIES 37. T2MBRE
Place of
incorporation Issued and paid up/ Effective percentage
Name and operation Principal activities registered capital of interest held
AR L K BRTRAR/ FisERER
A1 e FRER R Aol
2019 2018
Interest held directly:
BEERERS
Synergis Holdings (BVI) Limited British Virgin Islands ' Investment holding 100,000 ordinary shares 100% 100%
of HK$0.1 each
EERLHE REER 100,000 & B AR E{E
BB T EBR
Driven Power Management Limited  British Virgin Islands ' Investment holding 100 ordinary shares of 100% 100%
US$1 each
EERLHE REER 100k BIRAEE1ET
ZEBR
FRERBRATE

“TNEFER
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Place of
incorporation Issued and paid up/ Effective percentage
Name and operation Principal activities registered capital of interest held
AR BRTRER/ BN ED
£ BEwE TEXH EMRA BAk
2019 2018
Interest held indirectly:
BEFEES
Synergis Management Hong Kong Provision of property 206,837 ordinary 100% 100%
Services Limited management services shares of HK$1 each
and investment holding
AREEBREBRAR BE REMEERRBRIRERR 206837 REBRAE
BE1 T T ER
Synergis Facility Hong Kong Provision of facility 2 ordinary shares of 100% 100%
Management Limited management services HK$1 each
AR ERERAR BE RERIEER RS 2REBREE
BE1 T T ER
Service Pro Limited Hong Kong Provision of maintenance and 2 ordinary shares of 100% 100%
technical support services HK$1 each
HARBERAR BE R REMTS R R 2RBREE
BE1 T T ER
SecurExpert Solutions Limited Hong Kong Provision of security 2 ordinary shares of 100% 100%
and consultancy services HK$1 each
HERTREERAR BE AR % B R 2RBREE
BE1 T T ER
Laundrimate Service Limited Hong Kong Provision of laundry services 2 ordinary shares of 100% 100%
HK$1 each
RRERBAERRR BE REERRL 2RBREE
BE1 T EER
Master Clean Service Limited Hong Kong Provision of cleaning services 200,000 ordinary shares 100% 100%
of HK$1 each
RERBERRF Bk REBZRL 200,000 B kA E
BE1 T T ER
SynWave Services Limited Hong Kong Provision of procurement and 1 ordinary share of 100% 100%
trading business HKS$1
FRBRBAER AR BE REFRBREHES 1REESE 1Tz LBk

SYNERGIS HOLDINGS LIMITED
2019 Annual Report



NOTES TO THE FINANCIAL STATEMENTS
G E

Place of
incorporation Issued and paid up/ Effective percentage
Name and operation Principal activities registered capital of interest held
ALK BRTRER EERES
£ BEwE TEXH T RA Bl
2019 2018
ISP Interiors Limited Hong Kong Provision of fitting-out, 5,000,000 ordinary 100% 100%
renovation and addition share of HK$1 each
and alteration works
AHEARGHBRLF BE REZAKE  WHEME 5,000,000 R GREE
RyEIR BEI T T ER
ISP Construction Hong Kong Provision of demolition work, 22,000,000 ordinary 100% 100%
(Engineering) Limited addition and alteration share of HK$1 each
works and special
construction projects
AHBER(IR)BRAR BE REFRTIREMER 22,000,000 [ G RAEE
HRIRREHREEER BEI T T ER
ISP Curtain Wall and Hong Kong Provision of curtain walling, 100,000 ordinary 100% 100%
Aluminum Products Limited cladding & related products shares of HK$1
AmBEkaEHnERAR  BFE RiRE  BRREEER 100,000 R B R EE
BEI T TR
ISP Sourcing Services Limited Hong Kong Provision of procurement and 2 ordinary shares of 100% 100%
supply chain services HK$1
and trading business
AERBREBR AR BE TR iR R R 2R EREE
PECES ] BT ERR
Synergis Property PRC (wholly owned Provision of property RMB31,000,000 100% 100%
Management (Shenzhen) foreign enterprise) management, repair and
Co., Ltd. 2 maintenance of
sophisticated equipment
and indoor cleaning
services, and property
management
consultancy services
ARWFER(RINERRT  HEOMEBELE) RENEER KERE AR 31,000,0007C
FEXBERENBZRY
MR ERRERE RS
FEERERAF
—E-NFFER
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Place of
incorporation Issued and paid up/ Effective percentage
Name and operation Principal activities registered capital of interest held
AR BRTRER/ sERES
A8 BEwE TEXH EMRA Bk
2019 2018
Synergis Property Services PRC (wholly owned Provision of property and RMB32,000,000 100% 100%
(Beijing) Co. Ltd. 2 foreign enterprise) facility management
services, property agent
and property
consultancy services
FENERB R ERAR HREGMEBEELE) REDERZEEERS - AR 32,000,0007C
FEHESR R B ERR RS
! This is an investment holding company with no specific place of operation. 1 ZAT A EREER AT - WA
B o
2 These are not registered company names but merely for identification 2 REWIETM AT - EHEET) -
purposes only.
38. JOINT OPERATIONS 38. HREKE
Name Place of operation Principal activities Participating shares
£ A i B FEEK 2R
2019 2018
Hsin Chong-Wah Cheong Joint Hong Kong Construction 50% 50%
Venture (02) B i
188 SYNERGIS HOLDINGS LIMITED
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FIVE-YEAR FINANCIAL SUMMARY
DR

2019 2018 2017 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT T BETT BET T BT

Operating Results REEE
Revenue Wizs 1,569,280 1,532,986 2,083,300 2,433,471 2,447,379
Operating profit before BRICETEE 2

exception items S| 43,641 22,799 20,418 63,718 81,593
Other income/(expenses) Htbdzs /() 1,494 2,152 803 (5,157) (14,069)
Intangible asset write off MHEVEE - = (33,907) (1,755) =
Doubtful debt recovery W ez R 87 339 19,818 - -
Impairment of contract assets & #) & & K B

and receivables ERZRE (816) (70,433) (5,883) (91,752) =
Impairment loss on goodwill BEZAEEE - (116,794) (55,000) - -
Profit/(loss) before taxation BRADER]/ (F1E) 44,406 (161,937) (53,751) (34,946) 67,524
Taxation A (6,824) 1,673 (1,770) (4,766) (12,243)
Profit/(loss) for the year FREH/(EB) 37,582 (160,264) (55,521) (39,712) 55,281
Non-controlling interests JEE RS - 246 1,144 229 =
Profit/(loss) attributable to equity &7,/ (E18) EBR

holders of the Company AREREREA 37,582 (160,018) (54,377) (39,483) 55,281
Assets and Liabilities BERERE
Assets BE
Property, plant and equipment )% + 123 KR 20,387 10,960 15,263 13,435 6,883
Investment properties NGRS 7,200 7,000 5,600 3,600 3,040
Intangible assets B EE - - - 35,535 40,691
Goodwil kS - - 116,794 171,794 171,794
Deferred tax assets ELHBEE 6,294 6,528 41 78 91
Prepayment B E 415 2,331 2,080 1,840 -
Current assets TREAE 802,069 812,055 981,119 971,280 1,007,076
Total assets BERE 836,365 838,874 1,120,897 1,197,562 1,229,575
Liabilities 8
Current liabilities mEBE 665,383 747,200 868,442 963,278 938,974
Long service payment liabilties £ HIRE S B E 1,576 1,963 1,380 2,378 3,977
Convertible bonds AR ES 35,882 = = = =
Lease liabilities HEER 2,464 - - - -
Deferred tax liabilities EEHBEAE 400 189 248 6,356 7,232
Total liabilities BEASE 705,705 749,352 870,070 972,012 950,183
Non-controlling interests JEIR RS - - (1,158) (14) (1,211)
Equity attributable to equity ARFRIERE A

holders of the Company iy e 130,660 89,522 251,985 225,564 280,603

REZERERAE

—E-NFFER



MAJOR PROJECTS
+2TikzI8E

MAJOR PROJECTS IN-PROGRESS RESETPZERTRRIEE

Commencement  Anticipated

Description Group’s Interest Date Completion Date  Client/Ultimate Employer
#E rEEffhER BIAM EHRTAS EF/BEREE

INTERIORS AND SPECIAL PROJECTS
ERRERFHER

Builder Works for Automation of Arrival Bags Delivery 100% September 2017 April 2020 ATAL Engineering Limited
at Hong Kong International Airport 20179 A 2020F 4 ZETRARAR

BEERBAARTTRBEEDENRETR

The Proposed Residential Development at No. 2 100%  November 2018 May 2020 Design Corporation Limited
Headland Road, Replus Bay, Hong Kong, R.B.L. 676 201811 A 2020%5 A
Superstructure Works

ERRKENBERNEEEEREER
mAEEYIR6Te% FETR

Architectural Builders Works and Finishes Management 100%  October 2018 June 2020 Blue Poles Limited
Services Trade Contract for M+ Museum Project at 201810 A 2020%6 A
West Kowloon Cultural District

BEABANE 2 M+ BERIR R MBETRRR
REERRKEHEN

Subcontract for Cognita-Annex Works at 100% June 2019 December 2020 Wah Cheong Construction
25 Man Fuk Road, Ho Man Tin, Kowloon, Hong Kong 201946 A 202012 A Co., Ltd
BB NEREXEE 255 Cognita i B T2 HIE 4 EERERRNAT
Reprovision of an Indoor All-Weather Swimming Pool at Po 100%  August 2017 February 2021 The Incorporated Management
Leung Kok Camoes Tan Siu Lin Primary School 201748 A 2021%2 A Committee of Po Leung Kok
at 6 Hoi Ting Road, Tau Ma Tei, Kowloon Camoes Tan Siu Lin
EENERMBEES KRR BRTLCNE Primary School
ZEREREIKL REBRFC ) EEERES

SYNERGIS HOLDINGS LIMITED
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MAJOR PROPERTIES
B VIES

PROPERTIES HELD FOR INVESTMENT AT 31 DECEMBER 112019 F 12 H31 B ERE 2%
2019

Percentage of
Group’s Interest

Description Use Status Lease Term A& B Fr b

E3 A& R HEFH ERESL

Car Park Nos. P250, P251, P252, P253, P254, Carpark Rental Medium 100%
P255, P256 and P257, Sun Hing Garden, JHE L ubE| Fh HA

No. 2 On Po Lane, Tai Po, New Territories.
24/64,299th shares of and in
Tai Po Town Lot No. 26

R AR L B 2SR T EIEE P250 ~ P251 ~ P252
P253 » P254 ~ P255 + P256 & P257 SR B KIH T
HE% 26 5% 55 64,299 1 2 24 1%

BEERERAT @
T NEER
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