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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.

REM Group (Holdings) Limited
全達電器集團（控股）有限公司

(Incorporated in the Cayman Islands with limited liability) 

(Stock Code: 1750) 

INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2018

The board (the “Board”) of directors (the “Directors”) of REM Group (Holdings) Limited (the 
“Company”) is pleased to announce the unaudited condensed consolidated interim results of 
the Company and its subsidiaries (collectively the “Group”) for the six months ended 30 June 
2018 together with comparative figures for the corresponding six months period in 2017, as 
follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER 
COMPREHENSIVE INCOME
For the six months ended 30 June 2018

Six months ended 30 June
2018 2017

Notes HK$’000 HK$’000
(unaudited) (unaudited)

Revenue 3 84,698 87,859
Cost of sales (59,839) (59,707)  

Gross profit 24,859 28,152
Other income, gains and losses 4 465 538
Selling and distribution expenses (4,476) (4,322)
General administrative and other expenses (15,358) (17,099)
Finance costs 5 (309) (177)  

Profit before taxation 5,181 7,092
Taxation 6 (2,512) (3,282)  

Profit for the period 7 2,669 3,810  
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Six months ended 30 June
2018 2017

Note HK$’000 HK$’000
(unaudited) (unaudited)

Other comprehensive (expense) income for 
the period
Item that may be reclassified subsequently to 

profit or loss:
– Exchange differences arising on  

  translation of foreign operations (714) 1,180  

Total comprehensive income for the period 1,955 4,990
  

Profit for the period attributable to:
Owners of the Company 2,669 3,793
Non-controlling interests – 17  

2,669 3,810
  

Total comprehensive income for the period 
attributable to:
Owners of the Company 1,955 4,907
Non-controlling interests – 83  

1,955 4,990
  

Earnings per share
– Basic 9 0.17 HK cents 0.27 HK cents
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 30 June 2018

30 June 31 December
2018 2017

Notes HK$’000 HK$’000
(unaudited) (audited)

Non-current assets
Property, plant and equipment 20,679 21,570
Prepaid lease payments 2,986 3,062
Rental deposits 82 83
Retention receivables – 8,868
Contract assets 10 12,248 –  

35,995 33,583  

Current assets
Inventories 18,985 24,040
Trade and retention and other receivables 11 62,897 51,194
Contract assets 10 7,346 –
Prepaid lease payments 80 81
Short-term investments – 568
Financial assets at fair value through profit or 

loss 559 –
Amounts due from related parties – 287
Amounts due from directors 15 2,032
Tax recoverable – 944
Bank balances and cash 113,697 42,962  

203,579 122,108  

Current liabilities
Trade and other payables 12 26,731 41,653
Contract liabilities 441 –
Amounts due to related parties – 8,987
Amount due to a director 3 970
Tax payable 1,137 1,496
Bank loans 17,154 4,267  

45,466 57,373  

Net current assets 158,113 64,735  

Total assets less current liabilities 194,108 98,318  
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30 June 31 December
2018 2017

HK$’000 HK$’000
(unaudited) (audited)

Non-current liabilities
Provision for long service payments 696 947
Deferred tax liabilities 438 442  

1,134 1,389  

NET ASSETS 192,974 96,929
  

Capital and reserves
Share capital 18,000 –
Share premium and reserves 174,974 96,929  

TOTAL EQUITY 192,974 96,929
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
For the six months ended 30 June 2018

1.	 GENERAL AND BASIS OF PREPARATION

The Company was incorporated and registered as an exempted company with limited liability on 15 
March 2017 under the Companies Law of the Cayman Islands and its shares were listed on The Stock 
Exchange of Hong Kong Limited (the “Stock Exchange”) on 11 May 2018 (the “Listing”). The address 
of the Company’s registered office and the principal place of business are PO Box 1350, Clifton House, 
75 Fort Street, Grand Cayman, KY1-1108, Cayman Islands and Unit B, 5th Floor, Wing Sing Commercial 
Centre, Nos. 12 – 16 Wing Lok Street, Hong Kong, respectively. The Company’s immediate and ultimate 
holding company are Unique Best Limited and WAN Union Limited, respectively, which were companies 
incorporated in the British Virgin Islands.

The principal activity of the Company is investment holding and its subsidiaries are primarily engaged in 
sales and manufacturing of low-voltage electrical power distribution and control devices.

The condensed consolidated financial statements for the six months ended 30 June 2018 have been 
prepared in accordance with Hong Kong Accounting Standards (“HKASs”) 34 “Interim Financial 
Reporting“ issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) as well 
as with the applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing of 
Securities on the Stock Exchange (the “Listing Rules”).

The condensed consolidated financial statements are presented in Hong Kong dollars (“HK$”), which is 
also the functional currency of the Company.

2.	 PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the historical cost basis except for 
certain financial instruments, which are measured at fair values, as appropriate.

Other than changes in accounting policies resulting from application of new and amendments to Hong 
Kong Financial Reporting Standards (“HKFRSs”), the accounting policies and methods of computation 
used in the condensed consolidated financial statements for the six months ended 30 June 2018 are 
the same as those followed in the preparation of the Group’s prospectus dated 27 April 2018 (the 
“Prospectus”).

Application of new and amendments to HKFRSs and an interpretation

In the current interim period, the Group has applied, for the first time, the following new and amendments 
to HKFRSs issued by the HKICPA which are mandatorily effective for the annual period beginning on or 
after 1 January 2018 for the preparation of the Group’s condensed consolidated financial statements:

HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with Customers and the related Amendments
HK(IFRIC) – Int 22 Foreign Currency Transactions and Advance Consideration
Amendments to HKFRS 2 Classification and Measurement of Share-based Payment Transactions
Amendments to HKFRS 4 Applying HKFRS 9 “Financial Instruments” with HKFRS 4 “Insurance 

Contracts”
Amendments to HKAS 28 As part of the Annual Improvements to HKFRSs 2014 – 2016 Cycle
Amendments to HKAS 40 Transfers of Investment Property

The new HKFRSs have been applied in accordance with the relevant transition provisions in the respective 
standards and amendments which results in changes in accounting policies, amounts reported and/or 
disclosures as described below.
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(a)	 Impacts and changes in accounting policies upon application of HKFRS 15 “Revenue from 
Contracts with Customers”

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

The Group recognises revenue from the following major sources:

•	 Sales of low-voltage switchboard

•	 Sales of local motor control panel

•	 Sales of motor control centre

•	 Sales of electrical distribution board and control box

•	 Sales of electrical parts and replacements

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

Key changes in accounting policies resulting from application of HKFRS 15

HKFRS 15 introduces a 5-step approach when recognising revenue:

• Step 1: Identify the contract(s) with a customer

• Step 2: Identify the performance obligations in the contract

• Step 3: Determine the transaction price

• Step 4: Allocate the transaction price to the performance obligations in the contract

• Step 5: Recognise revenue when (or as) the Group satisfies a performance obligation

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

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

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

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

•	 the Group’s performance creates and enhances an asset that the customer controls as the 
Group performs; or
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•	 the Group’s performance does not create an asset with an alternative use to the Group and the 
Group has an enforceable right to payment for performance completed to date.

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

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

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

A point in time revenue recognition: measurement of complete satisfaction of a performance 
obligation

Under the transfer-of-control approach in HKFRS 15, revenue from sales of product is generally 
recognised when customer acceptance has been obtained, which is the point of time when the 
customer has the ability to direct the use of the product and obtain substantially all of the remaining 
benefits of the product.

Contracts with multiple performance obligations

For contracts that contain more than one performance obligations (including the sales of products 
and transportation of products), the Group allocates the transaction price to each performance 
obligation on a relative stand-alone selling price basis.

The stand-alone selling price of the distinct good or service underlying each performance obligation 
is determined at contract inception. It represents the price at which the Group would sell a promised 
good or service separately to a customer. If a stand-alone selling price is not directly observable, the 
Group estimates it using appropriate techniques such that the transaction price ultimately allocated 
to any performance obligation reflects the amount of consideration to which the Group expects to 
be entitle in exchange for transferring the promised goods or services to the customer.

Warranties

If a customer has the option to purchase a warranty separately, the Group accounts for the warranty 
as a separate performance obligation and allocates a portion of the transaction price to that 
performance obligation.

If a customer does not have the option to purchase a warranty separately, the Group accounts for 
the warranty in accordance with HKAS 37 “Provisions, Contingent Liabilities and Contingent 
Assets“ unless the warranty provides the customer with a service in addition to the assurance that 
the product complies with agreed-upon specifications (i.e. service-type warranties).

Summary of effects arising from initial application of HKFRS 15

For contracts of sales of products that have multiple deliverables (including sales of products 
and transportation of products), revenue is recognised for each of these performance obligations 
when control over the corresponding goods or services is transferred to the customers. According 
to HKFRS 15, the transaction price is allocated to the different performance obligations on a 
relative stand-alone selling price basis. The revenue relating to the undelivered elements of the 
arrangements is deferred until delivery of these elements. The Directors consider the impact of 
adopting of HKFRS 15 to revenue in relation to transportation of products for the six months ended 
30 June 2018 and retained profits at 1 January 2018 are not material to the Group.
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For contracts of sales of products that contain warranties, the Group accounts for the warranty 
in accordance with HKAS 37 “Provisions, Contingent Liabilities and Contingent Assets” as the 
Directors consider these are assurance-type warranties.

There is no material impact of transactions to HKFRS 15 on retained profits at 1 January 2018.

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

Carrying 
amounts 

previously 
reported at 

31 December
 2017 Reclassification

Carrying
 amounts 

under 
HKFRS 15 at 

1 January
 2018*

HK$’000 HK$’000 HK$’000

Non-current assets
Retention receivables 8,868 (8,868) –
Contract assets (note 2) – 8,868 8,868
Current assets
Trade and retention and other receivables 51,194 (11,420) 39,774
Contract assets (note 2) – 11,420 11,420
Current liabilities
Trade and other payables 41,653 (300) 41,353
Contract liabilities (note 1) – 300 300

   

Notes:

(1)	 As at 1 January 2018, advances from customers of HK$300,000 in respect of considerations 
received from sales contracts previously included in trade and other payables were 
reclassified to contract liabilities.

(2)	 As at 1 January 2018, retention receivables not yet billed to customers which is conditional 
until the expiry of defect liability period of HK$20,288,000 in respect of sales contracts 
previously presented as retention receivables were reclassified to contract assets.

*	 The amounts in this column are before the adjustments from the application of HKFRS 9.

The Directors consider the application of HKFRS 15 has no material impact on the timing and 
amounts of revenue recognised in the respective reporting periods.

The following table summarises the impacts of applying HKFRS 15 on the Group’s condensed 
consolidated statement of financial position as at 30 June 2018 for each of the line items affected. 
Line items that were not affected by the changes have not been included.
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As reported Adjustments

Amounts 
without 

application of
 HKFRS 15

HK$’000 HK$’000 HK$’000

Non-current assets
Retention receivables – 12,248 12,248
Contract assets 12,248 (12,248) –
Current assets
Trade and retention and other receivables 62,897 7,346 70,243
Contract assets 7,346 (7,346) –
Current liabilities
Trade and other payables 26,731 441 27,172
Contract liabilities 441 (441) –

   

(b)	 Impacts and changes in accounting policies upon application of HKFRS 9 “Financial 
Instruments”

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

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

Key changes in accounting policies resulting from application of HKFRS 9

Classification and measurement of financial assets

Trade receivables arising from contracts with customers are initially measured in accordance with 
HKFRS 15.

All recognised financial assets that are within the scope of HKFRS 9 are subsequently measured 
at amortised cost or fair value, including unquoted equity investments measured at cost less 
impairment under HKAS 39.

Debt instruments that meet the following conditions are subsequently measured at amortised cost:

•	 the financial asset is held within a business model whose objective is to hold financial assets 
in order to collect contractual cash flows; and

•	 the contractual terms of the financial asset give rise on specified dates to cash flows that are 
solely payments of principal and interest on the principal amount outstanding.
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Debt instruments that meet the following conditions are subsequently measured at fair value 
through other comprehensive income (“FVTOCI”):

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

•	 the contractual terms of the financial asset give rise on specified dates to cash flows that are 
solely payments of principal and interest on the principal amount outstanding.

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

In addition, the Group may irrevocably designate a debt investment that meets the amortised 
cost or FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces an 
accounting mismatch.

The Directors reviewed and assessed the Group’s financial assets as at 1 January 2018 based on the 
facts and circumstances that existed at that date. Change in classification and measurement on the 
Group’s financial assets and impact thereof is detailed in note 2(b)(i).

Impairment under ECL model

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

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

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

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

Significant increase in credit risk

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

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

•	 significant deterioration in external market indicators of credit risk, e.g. a significant increase 
in the credit spread, the credit default swap prices for the debtor;

•	 existing or forecast adverse changes in business, financial or economic conditions that are 
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

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

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

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

Despite the aforegoing, the Group assumes that the credit risk on a debt instrument has not 
increased significantly since initial recognition if the debt instrument is determined to have low 
credit risk at the reporting date. A debt instrument determined to have low credit risk if i) it has 
a low risk of default, ii) 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. The Group considers a debt instrument to have low credit risk when it has an 
internal or external credit rating of “investment grade” as per globally understood definitions.

The Group considers that default has occurred when the instrument 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.

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.

Generally, 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 effective interest rate determined at initial recognition.

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

The Group recognises an impairment gain or loss in profit or loss for all financial instruments by 
adjusting their carrying amount, with the exception of trade receivables and contract assets where 
the corresponding adjustment is recognised through a loss allowance account.
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As at 1 January 2018, the Directors reviewed and assessed the Group’s existing financial assets 
for impairment using reasonable and supportable information that is available without undue cost 
or effort in accordance with the requirements of HKFRS 9. The results of the assessment and the 
impact thereof are detailed below.

Summary of effects arising from initial application of HKFRS 9

Below illustrates the classification and measurement (including impairment) of financial assets and 
other items subject to ECL under HKFRS 9 at the date of initial application, 1 January 2018.

(i)	 Financial assets at FVTPL and/or designated at FVTPL

At the date of initial application, the Group no longer applied designation as measured at 
FVTPL for the short-term investments which are managed and the performance is evaluated 
on a fair value basis, as these financial assets are required to be measured at FVTPL under 
HKFRS 9. As a result, the fair value of the short-term investments were reclassified from 
short-term investments to financial assets at FVTPL.

The reclassification of short-term investments as at 31 December 2017 reconcile to the 
opening balance of financial assets at FVTPL as at 1 January 2018 is as follows:

Short–term 
investments

Financial assets
 at FVTPL

HK$’000 HK$’000

Closing balance at 31 December 2017– HKAS 39 568 –

Effect arising from initial application of HKFRS 9
Reclassification from short-term investments (568) 568  

Opening balance at 1 January 2018 – 568
  

(ii)	 Impairment under ECL model

In relation to the impairment of financial assets, HKFRS 9 requires an ECL model, as 
opposed to an incurred credit loss model under HKAS 39. The ECL model requires an entity 
to account for ECL and changes in those ECL at each reporting date to reflect changes in 
credit risk since initial recognition. In other words, it is no longer necessary for a credit event 
to have occurred before credit losses are recognised.

In the current period, the Group has applied HKFRS 9 simplified approach to measure ECL 
using lifetime ECL for trade receivables and contract assets.

Loss allowance for other financial assets at amortised cost mainly comprise of other 
receivables, amounts due from directors and related parties and bank balances, which are 
measured on 12m ECL basis and there had been no significant increase in credit risk since 
initial recognition.

The Directors considered the additional expected credit loss allowance as at 1 January 2018 
measured under the ECL model is insignificant.
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(c)	 Impacts on opening condensed consolidated statement of financial position arising from the 
application of all new standards

As a result of the changes in the entity’s accounting policies above, the opening condensed 
consolidated statement of financial position had to be restated. The following table shows the 
adjustments recognised for each individual line item.
 

31 December
 2017 HKFRS 15 HKFRS 9

1 January 
2018

HK$’000 HK$’000 HK$’000 HK$’000
(Audited) (Restated)

Non-current assets
Retention receivables 8,868 (8,868) – –
Contract assets – 8,868 – 8,868
Current assets
Trade and retention and other 

receivables 51,194 (11,420) – 39,774
Contract assets – 11,420 – 11,420
Short-term investments 568 – (568) –
Financial assets at FVTPL – – 568 568
Current liabilities
Trade and other payables 41,653 (300) – 41,353
Contract liabilities – 300 – 300

    

Except as described above, the application of amendments to HKFRSs and the interpretation in the 
current interim period has had no material effect on the amounts reported and/or disclosures set out 
in these condensed consolidated financial statements.

3.	 REVENUE AND SEGMENT INFORMATION

Revenue represents amounts received and receivable for the sales of low-voltage electrical power 
distribution and control devices, less discounts, if any, during both periods.

The executive Directors, being the chief operating decision maker (the “CODM”), regularly review 
revenue analysis by product types, including primarily low-voltage switchboard, local motor control panel, 
motor control centre, electrical distribution board and control box and electrical parts and replacements, 
and by location of delivery to customers. The executive Directors considered the operating activities of 
sales of low-voltage electrical power distribution and control devices as a single operating segment. Other 
than revenue analysis, the CODM reviews the profit or loss for the period of the Group as a whole to make 
decisions about performance assessment and resource allocation. The operation of the Group constitutes 
one single operating segment under HKFRS 8 “Operating segments” and accordingly, no separate segment 
information is prepared. No segment assets and liabilities are presented as the CODM does not regularly 
review segment assets and liabilities.
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Entity-wide information

An analysis of the Group’s revenue by products for the period is as follows:

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Low-voltage switchboard 50,276 33,794
Local motor control panel 22,575 25,151
Motor control centre 6,624 17,368
Electrical distribution board and control box 4,442 11,200
Electrical parts and replacements 781 346  

84,698 87,859
  

The Group’s revenue for sales of product are recognised at a point of time when the customer has the 
ability to direct the use of the product and obtain substantially all of the remaining benefits of the product.

Revenue from external customers, based on location of delivery to customers is as follows:

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Revenue:
Hong Kong 70,251 71,007
People’s Republic of China (“PRC”) 4,349 2,250
Macau 10,098 14,602  

84,698 87,859
  

An analysis of the Group’s non-current assets other than rental deposits and non-current portion of 
retention receivables and contract assets is presented below based on their physical geographical location:

At 30 June At 31 December
2018 2017

HK$’000 HK$’000
(unaudited) (audited)

Hong Kong 3,071 3,137
PRC 20,594 21,495  

23,665 24,632
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4.	 OTHER INCOME, GAINS AND LOSSES

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Net exchange gain 400 346
Interest income 42 59
Increase in fair value of short-term investments – 84
Decrease in fair value of financial assets at FVTPL (2) –
Others 25 49  

465 538
  

5.	 FINANCE COSTS

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Interest expenses on bank loans 309 177
  

6.	 TAXATION

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Current tax
Hong Kong Profits Tax 1,096 3,075
PRC Enterprise Income Tax 1,420 209

Deferred tax (4) (2)  

Income tax expense 2,512 3,282
  

On 21 March 2018, the Hong Kong Legislative Council passed the Inland Revenue (Amendment) (No. 7) 
Bill 2017 (the “Bill”) which introduces the two-tiered profits tax rates regime. The Bill was signed into 
law on 28 March 2018 and was gazetted on the following day. The two-tier profits tax rate applies to years 
of assessment commencing on or after 1 April 2018.

Under the two-tiered profits tax rates regime, the first HK$2 million of profits of qualifying corporation 
will be taxed at 8.25%, and profits above HK$2 million will be taxed at 16.5%. For the period ended 30 
June 2018, Hong Kong Profits Tax of the qualified entity is calculated in accordance with the two-tiered 
profits tax rates regime. The profits of another group entity in Hong Kong not qualifying for the two-tiered 
profits tax rates regime will continue to be taxed at the flat rate of 16.5% (six months ended 30 June 2017: 
16.5%).

Under the Law of PRC on Enterprise Income Tax (the “EIT Law”) and Implementation Regulations of the 
EIT Law, the Enterprise Income Tax rate of the Group’s subsidiaries in the PRC is 25% for the six months 
ended 30 June 2018 (six months ended 30 June 2017: 25%).
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7.	 PROFIT FOR THE PERIOD

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Profit for the period has been arrived at after charging:

Depreciation of property, plant and equipment 982 884
Release of prepaid lease payments 40 39
Listing expenses (included in general administrative and other 

expenses) 5,775 8,188
  

8.	 DIVIDENDS

The Directors do not recommend payment of any dividend for the six months ended 30 June 2018.

9.	 EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to the owners of the Company is based on the 
following data:

Six months ended 30 June
2018 2017

HK$’000 HK$’000
(unaudited) (unaudited)

Earnings for the purpose of basic earnings per share  
(Profit for the period attributable to owners of the Company) 2,669 3,793

  

Six months ended 30 June
2018 2017
’000 ’000

Weighted average number of ordinary shares for the purpose of 
basic earnings per share 1,540,879 1,421,640

  

The weighted average number of ordinary shares for the purpose of calculating basic earnings per 
share had been determined on the assumption that the Company had been the holding company of the 
subsidiaries with shares issued and outstanding consistent with the basis of consolidation for the period 
ended 30 June 2017, and the capitalisation issue that took place on 11 May 2018 had been effective on 1 
January 2017.

No diluted earnings per share is presented as there were no potential ordinary shares in issue during both 
periods.
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10.	 CONTRACT ASSETS

Contract assets represent the retention receivables amounting to HK$19,594,000 as at 30 June 2018. 
Retention receivables are unsecured, interest-free and recoverable at the end of the defect liability period 
of individual contracts, ranging from 6 months to 2 years from the date of delivery of finished goods to 
customers.

The following is an aging analysis of contract assets, which are to be transferred to trade receivables based 
on the expiry of the defect liability period, at the end of the reporting period:

At 30 June 2018
HK$’000

(unaudited)

Within one year 7,346
After one year 12,248 

19,594
 

The Group recognised lifetime ECL of contract assets by considering any change in credit quality of each 
debtor from the date credit was initially granted up to the end of the each reporting period and all possible 
default events over the expected life of the contract assets.

11.	 TRADE AND RETENTION AND OTHER RECEIVABLES

At 30 June 
2018

At 31 December 
2017

HK$’000 HK$’000
(unaudited) (audited)

Trade receivables 53,753 32,086
Bills receivables – 294  

53,753 32,380
Retention receivables – 11,420
Other receivables, prepayment and deposit 9,144 7,394  

62,897 51,194
  

The Group allows an average credit period of 30 to 75 days to its trade customers. The following is an 
analysis of trade and bill receivables by age, presented based on the invoice date at the end of the report 
period:

At 30 June 
2018

At 31 December 
2017

HK$’000 HK$’000
(unaudited) (audited)

0 – 60 days 42,557 26,305
61 – 90 days 5,784 4,578
Over 90 days 5,412 1,497  

53,753 32,380
  



– 18 –

12.	 TRADE AND OTHER PAYABLES

The following is an analysis of trade payables by age, presented based on the invoice date at the end of the 
reporting period:

At 30 June 
2018

At 31 December 
2017

HK$’000 HK$’000
(unaudited) (audited)

0 – 60 days 13,317 13,495
61 – 90 days 6,926 4,617
Over 90 days 3,174 5,856  

23,417 23,968
  

The other payables mainly consist of payables for listing expenses, value-added tax payable and accrual of 
staff salaries and benefits.



– 19 –

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND MARKET PROSPECT

The Group is a renowned manufacturer and supplier of low-voltage electrical power 
distribution and control devices in Hong Kong, Macau and the PRC. The Group’s business and 
operating results have remained relatively stable during the six months ended 30 June 2018, 
with over 80% of its revenue being attributable to the Hong Kong market as is consistent 
with prior years. The low-voltage electrical power distribution and control devices market in 
Hong Kong has experienced a steady growth during the past few years, mainly contributed by 
the growth of macro economy and continuous investment in real estate in Hong Kong. The 
Directors anticipated that such steady growth will continue as the demand for the Group’s 
products increase along with the sustaining infrastructure construction in Hong Kong and be 
reflected on the Group’s business in the near future.

The Group continues to strengthen its competitive position and believes that it can retain and 
further enhance its market share in the low-voltage electrical power distribution and control 
devices industry by maintaining (i) well-founded reputation in the market, (ii) the quality and 
reliability of its products and services,  (iii) experienced and dedicated management team and 
(iv) long term relationship with customers and suppliers.

FINANCIAL REVIEW

Revenue

The Group’s revenue decreased slightly by approximately HK$3.2 million, or approximately 
3.6%, from approximately HK$87.9 million for the six months ended 30 June 2017 to 
approximately HK$84.7 million for the six months ended 30 June 2018. Such decrease was 
mainly attributable to a decline in sales to customers based in Macau, where practically all 
of the major Macau projects regarding hotel development were coming to an end and no new 
large-scale projects were yet commenced.

Cost of Sales

The Group’s cost of sales amounted to approximately HK$59.8 million for the six months 
ended 30 June 2018, representing an increase of approximately 0.2% from HK$59.7 million 
for the six months ended 30 June 2017. Cost of sales mainly comprised of costs of raw 
materials and staff costs, which accounted for approximately 80.7% and 13.0% respectively 
of the Group’s total cost of sales for the six months ended 30 June 2018 (six months ended 30 
June 2017: approximately 80.5% and 11.2% respectively).
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Gross Profit/Gross Profit Margin

The Group’s overall gross profit margin decreased by approximately 2.6% from approximately 
32.0% during the six months ended 30 June 2017 to approximately 29.4% during the six 
months ended 30 June 2018. The decrease of gross profit margin was mainly due to (i) 
decreased revenue of Macau sales (which generally is able to generate higher gross profit 
margins than for Hong Kong or PRC sales) by approximately 30.8% from approximately 
HK$14.6 million to approximately HK$10.1 million and (ii) a drop of gross profit margin for 
Hong Kong sales which is mainly attributable to low gross profit margins at approximately 
9-11% generated by two new predominant projects with total sales of approximately HK$10.7 
million. For one project, a lower gross profit margin was set in order to attract a new customer 
to the Group. For the other project, the low gross profit margin is due to high competition in 
the market, in which the Group is willing to accept a lower gross profit margin in order to 
seize the project and retain good relationship with the customer, whom is one of the Group’s 
top three customers for last year.

Despite the decline, the Directors consider that the gross profit margin has been maintained 
at a healthy position as such gross profit margin is similar with previous years’ margin which 
ranged from approximately 27% to 32%.

Other income, gains and losses

The Group’s other income, gains and losses remained relatively stable at approximately 
HK$0.5 million for the six months ended 30 June 2018 and 30 June 2017.

Selling and distribution expenses

The Group’s selling and distribution expenses slightly increased by approximately 3.6% from 
approximately HK$4.3 million during the six months ended 30 June 2017 to approximately 
HK$4.5 million during the six months ended 30 June 2018 and such increase was mainly 
attributable to a rise in transportation expenses of approximately HK$0.2 million.

General and administrative and other expenses

The Group’s general and administrative and other expenses decreased by approximately 
HK$1.7 million, or approximately 10.2%, from approximately HK$17.1 million for the six 
months ended 30 June 2017 to approximately HK$15.4 million for the six months ended 30 
June 2018. The decrease was mainly due to the combined effect of (i) the decrease in listing 
expenses by approximately HK$2.4 million, (ii) the increase in staff costs of approximately 
HK$0.6 million and (iii) the increase in professional fee of approximately HK$0.7 million 
after the Listing resulting in additional legal and compliance requirements for the Group.
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Finance costs

The Group’s finance costs increased by approximately 74.6% from approximately HK$0.2 
million for the six months ended 30 June 2017 to approximately HK$0.3 million for the six 
months ended 30 June 2018. The increase in finance costs was mainly attributable to a new 
bank loan of HK$15 million being drawn during the six months ended 30 June 2018.

Taxation

The Group’s income tax expense decreased by approximately 23.5% from approximately 
HK$3.3 million for the six months ended 30 June 2017 to approximately HK$2.5 million for 
the six months ended 30 June 2018, which was in line with the decline in taxable profit.

Net profit and adjusted net profit

The Group reported a net profit of approximately HK$2.7 million during the six months ended 
30 June 2018, representing a decrease of approximately 29.9% as compared with the net profit 
of approximately HK$3.8 million generated for the six months ended 30 June 2017. If the 
non-recurring listing expenses were excluded, the Group’s adjusted net profit during the six 
months ended 30 June 2018 would be approximately HK$8.4 million, representing a decrease 
of approximately 29.6% from the adjusted net profit of approximately HK$12.0 million for 
the six months ended 30 June 2017.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The Group has financed its operations primarily through cash inflows from operating activities 
and bank borrowings, as well as proceeds received from the Listing. As at 30 June 2018, the 
Group had cash and cash equivalents of approximately HK$113.7 million (31 December 2017: 
approximately HK$43.0 million) and had bank borrowings of approximately HK$17.2 million 
(31 December 2017: approximately HK$4.3 million).

As at 30 June 2018, the working capital (current assets less current liabilities) and total equity 
attributable to owners of the Group were approximately HK$158.1 million (31 December 
2017: approximately HK$64.7 million) and approximately HK$193.0 million (31 December 
2017: approximately HK$96.9 million) respectively.

Gearing ratio (total debt including amounts due to related parties and Directors and bank 
loans/total equity) as at 30 June 2018 was approximately 8.9% (31 December 2017: 
approximately 14.7%). Such decrease was mainly due to the combined effect of (i) repayment 
of amounts due to related parties and Directors, (ii) increase in bank borrowings and (iii) 
increase in equity due to the receipts of listing proceeds upon the Listing and profit generated 
for the period.
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CURRENCY RISK

The Group has minimal exposure to foreign currency risk as most of its business transactions 
and assets and liabilities are principally denominated in the functional currencies of the 
relevant group entities. As such, the Group currently does not have any foreign currency 
hedging policy in respect of foreign currency transactions and assets and liabilities as the 
Group’s risk in foreign exchange is insignificant. However, the Group will continue to 
monitor closely its exposure to currency movement and take proactive measures.

INTEREST RATE RISK

The Group is exposed to interest rate risk through the impact of rate changes on interest 
bearing financial assets and liabilities, mainly interest-bearing bank balances and bank loans 
at variable interest rates. The interest rates of these bank deposits and bank borrowings are 
determined by reference to the respective bank offer rate. The Group currently does not have 
an interest rate hedging policy. However, the management of the Group will consider hedging 
significant interest rate risk should the need arise.

SIGNIFICANT INVESTMENTS HELD, MATERIAL ACQUISITION OR DISPOSALS

There were no significant investments held, nor any material acquisitions or disposals of 
subsidiaries, associates and joint ventures during the six months ended 30 June 2018.

PLEDGE OF ASSETS

As at 30 June 2018, the Group’s banking facilities were secured by (i) corporate guarantee 
provided by the Company for unlimited amounts and (ii) legal charges over a property held by 
a subsidiary with net carrying amount of approximately HK$2.6 million (31 December 2017: 
the banking facilities are secured by (i) corporate guarantees provided by subsidiaries of the 
Group for unlimited amounts, (ii) personal guarantees provided by Mr. Wan Man Keung, Mr. 
Wun Chi Wai and Mr. Wun Chi Keung for unlimited amounts and (iii) legal charges over a 
property held by a subsidiary with net carrying amount of approximately HK$2.7 million).

FUTURE PLAN FOR MATERIAL INVESTMENT AND CAPITAL ASSETS

Save as disclosed above and in the Prospectus, the Group does not have other plans for 
material investments and capital assets for the six months ended 30 June 2018 and up to the 
date of this announcement.

CAPITAL COMMITMENTS

The Group did not have material capital commitments as at 30 June 2018 (31 December 2017: 
Nil).
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CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 30 June 2018 (31 December 
2017: Nil).

EVENTS AFTER THE REPORTING PERIOD

There have been no other material events occurring after the reporting period and up to the 
date of this announcement.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend to shareholders of the 
Company (the “Shareholders”) for the six months ended 30 June 2018 (six months ended 30 
June 2017: Nil).

EMPLOYEES AND REMUNERATION POLICY

The Group had 232 full-time employees as at 30 June 2018 (31 December 2017: 236), 
among which 48 and 184 were stationed in Hong Kong and the PRC, respectively. Most of 
the Group’s employees were factory workers in the PRC. The total staff costs (including 
fees, salaries and other allowance, and retirement benefit scheme contributions) for the six 
months ended 30 June 2018 were approximately HK$13.6 million (six months ended 30 June 
2017: approximately HK$12.1 million). The remuneration policy and package of the Group’s 
employees were periodically reviewed. Apart from retirement benefit scheme contributions, 
salaries increment and discretionary bonuses may be awarded to employees according to the 
assessment of individual performance. The remuneration policy in place as at 30 June 2018 
was in line with the current legislation in the relevant jurisdictions, market conditions and 
performance of the staff and the Group.
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USE OF PROCEEDS FROM THE LISTING

The shares of the Company have been listed on the Stock Exchange since 11 May 2018 (the 
“Listing Date”). Net proceeds from the Listing were approximately HK$75 million (after 
deducting the underwriting commission and other listing expenses in connection to the 
offering). As at 30 June 2018, the net proceeds had been utilised as follows:

Net proceeds
 from the Listing

Actual usage up
to 30 Jun 2018

Unutilised 
amounts as at 

30 Jun 2018
(HK$ million) (HK$ million) (HK$ million)

Acquisition of a factory in the PRC 58.6 – 58.6
Acquisition of machineries and 

equipment for the Dongguan 
factory 13.3 – 13.3

General working capital 3.1 1.6 1.5   

75.0 1.6 73.4
   

The unutilised proceeds of approximately HK$73.4 million were placed with a licensed bank 
in Hong Kong.

OTHER INFORMATION

Purchase, Sale or Redemption of the Company’s Listed Securities

During the period commencing from the Listing Date to 30 June 2018, neither the Company 
nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed 
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as its code of 
conduct regarding Director’s securities transactions. Specific enquires have been made to all 
Directors and the Directors have confirmed that they have complied with the required standard 
of dealings as set out in the Model Code since the Listing Date.
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Compliance with the Corporate Governance Code

It is the belief of the Board that good corporate governance plays a vital part in maintaining 
the success of the Company. The Group is committed to maintaining high standards of 
corporate governance to safeguard the interests of the Shareholders and to enhance corporate 
value accountability. The Company has complied with all the applicable code provisions of 
the Corporate Governance Code (the “CG Code”) as set out in Appendix 14 to the Listing 
Rules since the Listing Date. The Company will continue to review the current corporate 
governance structure from time to time and shall make necessary changes when appropriate 
and report to Shareholders accordingly.

Share Option Scheme

The Company has adopted a share option scheme on 23 April 2018 (the “Share Option 
Scheme”) as incentive or reward for contributions that the eligible participants have made 
or may make to the Group. The principal terms of the Share Option Scheme are summarised 
in the paragraph headed “Statutory and General Information – D. Share Option Scheme“ in 
Appendix V to the Prospectus.

There were no share options outstanding under the Share Option Scheme nor were any share 
options granted, agreed to be granted, exercised, cancelled or lapsed under the Share Option 
Scheme since its adoption and up to the date of this announcement.

Review by Audit Committee

The Company established an audit committee (the “Audit Committee”) with written terms of 
reference in compliance with Rule 3.21 of the Listing Rules. The primary duties of the Audit 
Committee are, among other things, to review and supervise the financial reporting process, 
risk management and internal control system of the Group, oversee the audit process and 
select external auditors and assess their independence and qualifications. The audit committee 
consists of two independent non-executive Directors being Ms. Ng Ching Ying and Mr. Cheng 
Sum Hing, and one non-executive Director being Mrs. Kan Wan Wai Yee Mavis. The Audit 
Committee is chaired by Ms. Ng Ching Ying.

The Audit Committee has reviewed the unaudited consolidated interim results and the interim 
report of the Company for the six months ended 30 June 2018 and agreed to the accounting 
principles and practices adopted by the Company.
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Publication of Results Announcement and Despatch of Interim Report

The interim results announcement is published on the website of the Stock Exchange 
(www.hkexnews.hk) and the Company’s website (www.rem-group.com.hk). The interim 
report will also be available at the above websites and will be despatched to the Shareholders 
in due course.

By Order of the Board
REM Group (Holdings) Limited

Wan Man Keung
Chairman and Executive Director

Hong Kong, 30 August 2018

As at the date of this announcement, the Board comprises Mr. Wan Man Keung and Mr. Leung 
Ka Wai as executive Directors; Mrs. Kan Wan Wai Yee Mavis as non-executive Director; and 
Mr. Ng Chi Keung Alex, Mr. Cheng Sum Hing and Ms. Ng Ching Ying as independent non-
executive Directors.


