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CHAIRMAN’S STATEMENT
EREHmE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Trio Industrial Electronics Group Limited (the
“Company”, together with its subsidiaries, the “Group”), | am
pleased to present to you the interim report of the Group for
the six months ended 30 June 2018.

Undoubtedly, 2018 is a year of challenge. The appreciation
of the Renminbi (“RMB”) against other currencies in the first
half of the year had significantly increased the costs of our
production and operations in running our plant in Nansha, the
People’s Republic of China (the “PRC”). Uncertainties in the
RMB exchange rate against other currencies might continue
to impact the Group. The trade frictions between the United
States of America (the “USA”) and other countries, in particular
the PRC, have sparked significant concerns for the world’s
economy as a whole. We believe that trade tariffs would have
effects on our business, and therefore, we have been proactively
formulating contingency plans to reduce any potential impact
from the trade war.

Despite these adversities, the fundamentals of our business
have remained strong. We have made good progress with
our business development. This year is the 35th anniversary
of our Group which is earmarked by our new brand driver
“Powering the eWorld” The driver is to solidify our mission
and visions in order to crystallise the immense opportunities
in the 4th industrial revolution economy. The Group has been
actively exploring the opportunities in the emerging smart
world economy, in particular electric vehicle ("EV”) chargers,
smart city systems, smart vending systems, renewable energy
facilities, medical and/or healthcare devices.
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To cope with our market expansion plans, we have opened
new offices in Europe and have designated the office in
Dublin, Ireland as the regional headquarters for the European
operations. Moreover, our Strategic Talent Centre (“STC”) in
Guangzhou, the PRC is also in good progress and a team of high
caliber personnel has been recruited to support our business
growth.

Going forward, we will continue to enhance our fundamental
strengths and capabilities with an aim to become a
manufacturer of world class standard, capitalising the
opportunities in the new economy.

On behalf of the Board, | would like to thank all who have
been in support of our business including the members of our
Board, our dedicated colleagues, and our loyal customers and
shareholders.

Lai Yiu Wah
Chairman
Hong Kong, 24 August 2018
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MANAGEMENT DISCUSSION AND ANALYSIS s

BEENWR DN

BUSINESS REVIEW

The Group experienced a 9.3% growth in revenue, with increased
sales in electro-mechanical products in the European markets
and the launch of new product line of smart vending systems
to complement and expand its product base. Such positive
results, however, was partially offset by a 20.3% drop in sale
orders on smart chargers from a major customer in the USA.

Despite increased sales, gross profit for the first half of 2018,
however, decreased by 12.1% as compared to corresponding
period of 2017, which was adversely eroded by higher material
costs driven by prolonged shortage of certain components,
appreciation of RMB against other currencies and soared labour
costs. In addition to its continuous cost reduction program of
raw materials, the Group has proactively implemented certain
measures to alleviate these situations, such as adopting a more
prudent approach on material sourcing, maintaining buffer
and safety stock on major components, as well as looking for
alternatives to replace those components with unstable supply.

Undoubtedly, the Group has faced many challenges during
the reporting period, including escalated material costs,
surged labour and staff costs, as well as increased legal
and professional fees for statutory compliance after the
Company’s listing (the “Listing”) on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 23 November 2017 (the “Listing Date”), which resulted in
the decrease in profit for the first half of 2018 by 64.6% as
compared to the corresponding period of 2017. With unforeseen
foreign exchange fluctuation and Sino-US trade friction which
aggravated the uncertainty of global economy, customers,
especially those from North America, become more cautious
when placing orders to the Group. The management of the
Company will keep a close eye on these developments, assess
the potential impacts towards the Group, and implement
necessary measures to minimise such impacts.

In 2018, the Group is celebrating its 35th Anniversary with a
series of commemorative activities. To reward the shareholders
of the Company (the “Shareholders”), the Board is pleased to
recommend a special dividend of HK0.8 cents per ordinary
share.

Save as disclosed in this report, during the reporting period,
there had been no material changes on the business operation
or future developments of the Group’s business and financial
position, and no important events affecting the Group has
occurred since the publication of the annual report of the
Company for the year ended 31 December 2017.
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FINANCIAL REVIEW

Revenue

The following table summarises the amount of revenue
generated and as a percentage of total revenue from each
product category for the six months ended 30 June 2018 and
2017, respectively:

MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R D
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Six months ended 30 June

BEAA=+THLAEA

2018 2017
—E-N\F —E—+F

HK$’000 % HK$'000 %
FET % FET %

(Unaudited) (Unaudited)

(RBER) (REETEZR)
Electro-mechanical products WeEE 175,193 43.5 135,090 36.8
Smart chargers e ES 127,306 31.6 158,523 4311
Switch-mode power supplies R EIR 75,147 18.7 71,988 19.5
Smart vending systems BEERERS 18,289 4.6 89 -
Others® Hapo 6,265 1.6 2176 0.6
Total gt 402,200 100.0 367,866 100.0

Note: Kzt -

(1) Others include automatic testing equipment (“ATE”), power switch gear
boards and catering equipment control boards.

The Group's revenue went up from HK$367.9 million for the
first half of 2017 to HK$402.2 million for the same period
of 2018, which was mainly driven by: (1) strong customer
demands on electro-mechanical products for their application
to medical and healthcare products, renewable energy
facilities, professional beauty and animal grooming products,
and security and access control systems; and (2) sales growth
on new product line of smart vending systems which mainly
included in-flight payment devices and e-kiosks. Such increase
in revenue, however, was partially offset by reduction in sale
orders on smart chargers from a major customer in the USA.

(1)  EBMEFaBEERE (EEBERARE]) TR
FERERRERREIEIR

AEBFBHEBURFA T —LtFLFFHN
367,900,000 T E T — /\NFRAHH
402,200,000 HEEX U TN ZIAHKE
MBEFHERNEERREER - TEERER
B BEERIRWERERAKRET &
BEGHREEM TR RQOEEKEE
AEMMERESENHEEREER X Z8EHK
ERRERHEREDT - Al - BEKEIE M
S ERFERPHE R BRMNHEERTER
DETIREE o
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R 2T

The table below summarises the geographical revenue segment TFT&RBUABE_ZT-—NFR_ZE—+FX
based on location of customers for six months ended 30 June T HIE/S{E A HZE)E'LLE 3 FR R IR 2 9 BB
2018 and 2017, respectively:

A=
7]
|:|

Six months ended 30 June
HEXA=tTHLAEA

2018 2017
—E-N\E —E—+F
HK$’000 % HK$'000 %
FET % FET %
(Unaudited) (Unaudited)
(REER) (REFZR)
Europe BOM 275,717 68.6 236,280 64.2
North America®@ itE@ 91,153 22.7 93,788 2505
The PRC (including Hong Kong) PR (BEEE) 14,686 3.6 12,549 3.4
South-east Asia® REgge@ 14,571 3.6 19,136 5.2
Others® = Tl e 6,073 1.5 6,113 1.7
Total @t 402,200 100.0 367,866 100.0
Notes: Mt -

(1) Europe includes Austria, Denmark, France, Germany, Hungary, Ireland, ltaly, (1) BOWEERF] - 2 LB - {26 - (977 - EE

Sweden, Switzerland and the United Kingdom (“UK”). B BAF - frd - g R ([ZEg ) -
(2)  North America includes the USA. (2)  ENEIEEL -
(3)  South-east Asia includes Malaysia, Singapore and the Philippines. (3) HRELEEFKALE  FNERIFEE
(4)  Others include Australia, India, Israel, Japan and Taiwan. (4)  EmEEE - BE - KEZ - AAREE -
Europe and North America remained the two largest overseas ~BUM RIEXDEAKRERMERAEIITE - 4

markets of the Group which in aggregate accounted for 91.3% aﬂi’\\@i T-N\FRZT—tFXA=+AH
and 89.7% of total revenue for the six months ended 30 June L7 1E A 2 Bl 15 42 U 25 #991.3% 589.7% ° IR
2018 and 2017, respectively. Growth of the revenue from BEUNTSHREERIERHNR _T—N\F
European markets was mainly resulted from the increase LH¥FRARETSOREERRTLEERMN
in sales of electro-mechanical products and smart vending SHEBEPMIEK - R - HNEmMS KD K
systems to these markets during the first half of 2018. Sales X FHEERIEEMAE T EBFEHR - EX R
from North America and South-east Asia, however, slowed down 523 28 B S5 & 888 FTiUAE ©

as a result of decrease in product demands and shortage of

certain components to manufacture products to these regions.
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TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED

Cost of sales

The Group’s cost of sales primarily consisted of direct materials,
direct labour cost, and manufacturing overheads. While
revenue increased by 9.3%, cost of sales surged at a higher
increasing rate by 18.7% from HK$256.0 million for the first
half of 2017 to HK$303.9 million for the same period of 2018.
Such increase was largely contributed by soaring raw material
costs as a result of the continuous shortage in supplies of
certain components and impact of RMB appreciation, as well
as upsurge in direct labour wages due to change in product mix.

Gross profit and gross profit margin

The Group’s gross profit was HK$98.3 million and HK$111.9
million, representing a gross profit margin of 24.4% and 30.4%
for the six months ended 30 June 2018 and 2017, respectively.
The lower gross margin reflected a combination of higher raw
material costs due to the prolonged shortage in supplies of
certain components and fluctuation of RMB’s exchange rate
against other currencies, coupled with increased labour costs
for products that required higher labour involvement.

Other income/(loss)

Other income/(loss) for the six months ended 30 June 2018 and
2017 amounted to a gain of HK$2.9 million and a loss of HK$1.7
million, respectively. Such change was largely attributable
to a gain of HK$0.7 million for first half of 2018 from a loss
of HK$2.2 million on foreign exchange for the corresponding
period of 2017, and the receipt of a government grant in relation
to New and High Technology Enterprises accreditation for the
six months ended 30 June 2018.

ETXESFEEBRAA

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R 2T

Selling and distribution expenses

Selling and distribution expenses mainly comprised (i) freight,
insurance and transportation charges; (ii) marketing and
promotion expenses; and (iii) custom and declaration charges.

Selling and distribution expenses went down from HK$8.5
million for the six months ended 30 June 2017 to HK$7.1 million
for the same period of 2018. The decrease mainly resulted
from the reduction in freight, insurance and transportation
charges as a result of the change in shipping arrangement
with customers.

Administrative expenses

The Group recorded a 23.4% increase in administrative
expenses from HK$58.3 million for first half of 2017 to HK$71.9
million for the same period of 2018. Such increase was primarily
attributable to the increase in employee benefit expenses as
a result of (i) increase in number of staff members; (ii) bonus
paid to the Group’s staff members; (iii) annual salary increment;
and (iv) recognition of equity-settled share-based payment
transactions granted in December 2017, as well as the growth
in legal and professional expenses for statutory compliances
after the Listing. Such increase, however, was partly offset by
the absence of listing expense of HK$6.1 million incurred during
the six months ended 30 June 2017 as no such expenses was
incurred following the Listing.

Other operating expenses, net

Other operating expenses, net for the six months ended 30
June 2018 slightly increased by HK$0.1 million, which remained
stable as compared to the corresponding period of 2017.

Finance expenses, net

Finance expenses, net went up by 19.1% from HK$4.4 million
for the six months ended 30 June 2017 to HK$5.3 million for
the same period of 2018. The increase was mainly due to the
rise in bank interest expenses in relation to facilities utilised
during the six months ended 30 June 2018.

Income tax expense

Income tax expense decreased by 42.5% from HK$7.4 million
for the six months ended 30 June 2017 to HK$4.3 million for the
same period of 2018, which was primarily due to the decline in
profit during the reporting period.

Interim Report 2018 AR #i%R &

HERDHER
HERDHERFERENEE RBMEH
B ()M HEERSEERZ  RGi)EHEHRE
® .
HEMDHEEREE T —tFNAZ=Z1tHL
7~E A #8,500,000/8 7 T EE —Z— \F[A Hf
#97,100,000% 7T c B EERHNERFHE
BLHEEMEREE R LEWERD -

THX

AEESEGBGITHAYH - —tFL¥FH
58,300,00058 ST fN23.4% %= — & — )\ 4 [A Hf
#971,900,0008 7 - B MEZHRENEE
AR EA DTHRAUTRAZR: ()BT
NS (DAAERE TIREIEL  (I)VFE
FEAA RIVERR_Z—+F+ A KE
FAESEEE RO ABERNRORS - UK
METRBRETABEUENEIEREEERAEER -
A BEAEMDIRRENR_E—+tFA=
+H LN E B REE A /6,100,000 T LR
S TEb DR - TN EMETEEEZ
LY -

HihREHY B

HEEER Y FEREE S —\F A=+
B 1F7<{E B &R 483 H01100,0008 T - E-F—+
FRIBELLBIFIETE o

MR FE

AL EFEREE S —tFEXA=1THIL
7~ A #94,400,0008 T EA19.1%EZF— N
F R HAA95,300,000/ 7T 2 MNEE R BERFE
E-_FE-)\FRAZ+THLANEAAEHAME
RRITH BFAS EF -

EEY s
FERAYHEE T —+tFSA=ZF+HIER
& A 897,400,000 TR 2 42.5%E —F— )\ F
B HIf4,300,0008 7T * TERANHE NG
R o



TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | A E T XE F KB HER AT

Profit for the period

The Group’s profit for the period decreased from HK$29.4
million for the six months ended 30 June 2017 to HK$10.4
million for the same period of 2018. The net profit margin also
reduced from 8.0% for the six months ended 30 June 2017 to
2.6% for the same period of 2018. The lower profit reflected
the impacts of higher raw material costs, escalated labour and
staff costs coupled with the rise in legal and professional fees
for statutory compliance after the Listing, despite revenues
were on the increase during the reporting period.

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2018, the Group’s
operation and capital requirements were financed principally
through a combination of cash flows generated from the
operating activities, proceeds from the Listing and bank
borrowings. As at 30 June 2018 and 31 December 2017, the
Group had net current assets of HK$284.2 million and HK288.5
million, respectively, including cash and bank balances
(including restricted bank deposits) of HK$177.1 million and
HK$169.7 million, respectively. Cash and bank balances
(including restricted bank deposits) are main denominated in
HK$, United States Dollars (“US$”), RMB and Euros (‘EUR”). The
Group’s current ratio (as calculated by current assets divided
by current liabilities) remained stable at 2.5 times as at 31
December 2017 and 2.3 times as at 30 June 2018. Gearing ratio
is calculated by net debt divided by total capital as at the end
of reporting period. Net debt is calculated as total borrowings
(including bank borrowings and finance lease payables) less
cash and bank balances, while total capital is calculated as
“equity” as shown in the consolidated statement of financial
position, plus net debt, where applicable. As at 30 June 2018,
the gearing ratio was not applicable (“N/A”) to the Group (31
December 2017: N/A) as the Group had sufficient working
capital level from the net proceeds received from the Listing.

MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R D
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R 2T

FINANCIAL RISK MANAGEMENT

Foreign exchange risk

The Group operates mainly in Hong Kong and the PRC. Entities
within the Group are exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to HK$,
EUR and RMB. Foreign exchange risk arises from export sales,
purchases, other future commercial transactions and monetary
assets and liabilities that are denominated in a currency that
is not the entity’s functional currency. The management of the
Company has set up a policy to require the Group to manage
its foreign exchange risk. The Group does not adopt formal
hedge accounting policy. It manages its foreign currency risk by
closely monitoring the movements of foreign currency rates and
will consider to enter into forward foreign exchange contracts
to reduce the exposure should the need arise.

No gain or loss on derivative financial instruments was incurred
during the six months ended 30 June 2018, whilst a gain of
HK$0.1 million was recognised for the corresponding period of
2017, as most of the forward foreign exchange contracts had
expired during the six months ended 30 June 2017.

During six months ended 30 June 2018, no new forward foreign
exchange contracts had been entered into by the Group.

Cash flow and fair value interest rate risk

The Group’s interest rate risk arises from borrowings.
Borrowings obtained at variable rates expose the Group to cash
flow interest rate risk which is partially offset by cash held at
variable rates. Borrowings obtained at fixed rates expose the
Group to fair value interest rate risk. The Group does not adopt
any interest hedging strategy.

For the six months ended 30 June 2018 and 2017, all bank
borrowings of the Group were arranged at floating rates varied
with the then prevailing market condition.

As at 30 June 2018, the Group has bank borrowings of HK$46.3

million (31 December 2017: HK$18.0 million), which are
primarily denominated in HK$ and US$.
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TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED

Credit risk
Credit risk arises mainly from cash deposited at banks, trade
receivables, deposits and other receivables.

In respect of cash deposited at banks, the credit risk is
considered to be low as the counterparties are banks with high
credit ratings assigned by international credit rating agencies.

The management of the Company makes periodic assessment
on the recoverability of trade and other receivables based on
historical payment records, the length of the overdue period,
the financial strength of the debtors and whether there are any
disputes with the debtors. The Group’s historical experience
in collection of trade and other receivables falls within the
recorded allowances and the management is of the opinion
that adequate provision for uncollectible receivables has been
made in the financial statements.

As at 30 June 2018, the customer bases are widely dispersed
despite that 29.4% (31 December 2017: 37.3%) of the trade
receivable were due from the Group’s largest customer and
66.5% (31 December 2017: 70.5%) were due from the five
largest customers determined on the same basis.

Liquidity risk

Cash flow forecasting is performed in the operating entities
of the Group. Such forecasting takes into consideration the
Group’s debt financing plans, covenant compliance and, if
applicable external regulatory or legal requirements - for
example, currency restrictions.

The Group maintains liquidity by a number of sources
including orderly realisation of short-term financial assets
and receivables; and long-term financing including long-term
borrowings. The Group aims to maintain flexibility in funding
by keeping sufficient bank balances, committed credit lines
available and interest bearing borrowings which enable the
Group to continue its business in the foreseeable future.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R 2T

COMMITMENTS

The Group’s contract commitments mainly include minimum
lease payment under non-cancellable operating leases in
respect of rented premises and capital commitments
contracted for minimum lease payment under non-cancellable
operating leases amounted to HK$2.7 million and HK$2.6
million as at 30 June 2018 and 31 December 2017, respectively,
and capital commitments contracted for amounted to HK$2.8
million and HK$0.02 million as at 30 June 2018 and 31
December 2017, respectively.

CAPITAL STRUCTURE

There has been no change in the capital structure of the Group
during the six months ended 30 June 2018. The share capital
of the Company only comprises ordinary shares.

As at 30 June 2018, the Company had 1,000,000,000 shares
inissue.

SIGNIFICANT INVESTMENTS

As at 30 June 2018, the Group did not hold any significant
investments (31 December 2017: nil).

MATERIAL ACQUISITIONS OR DISPOSAL OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

The Group did not have any acquisitions nor disposals of
subsidiaries, associates and joint ventures during the six
months ended 30 June 2018.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND
CAPITAL ASSETS

Save as those disclosed in the prospectus dated 13 November
2017 (the “Prospectus”), the Group currently has no other plan
for material investments and capital assets.

CONTINGENT LIABILITIES

The Group did not have material contingent liabilities as at 30
June 2018 (31 December 2017: nil).
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TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED

TREASURY MANAGEMENT

During the six months ended 30 June 2018, there had been no
material change in the Group’s funding and treasury policies.
The Group has a sufficient level of cash and banking facilities
for the conduct of its trade in the normal course of business.

The management of the Company closely reviews the
trade receivable balances and any overdue balances on an
ongoing basis and only trades with creditworthy parties. The
management of the Company carefully monitors the Group’s
liquidity position to ensure that the liquidity structure of the
Group’s assets,
funding requirements to manage liquidity risk.

liabilities and commitments can meet its

PLEDGE OF ASSETS

As at 30 June 2018, the financial asset at fair value through
profit or loss amounted to HK$2.7 million (31 December 2017:
HK$2.7 million), property, plant and equipment amounted to
HK$23.9 million (31 December 2017: HK$24.4 million) and
bank deposits amounted to HK$8.1 million (31 December 2017:
HK$8.1 million) have been pledged as security for the bank
borrowings of the Group. As at 30 June 2018, the Group has
property, plant and equipment with net book value amounted
to HK$1.7 million held under finance leases (31 December 2017:
HK$1.7 million).

EMPLOYEES AND REMUNERATION POLICIES

The total number of employees were approximately 1,800 as
at 30 June 2018 (31 December 2017: approximately 1,600). The
Group’s employee benefit expenses mainly included salaries,
overtime payment and discretionary bonus, share options,
other staff benefits and contributions to retirement schemes.

For the six months ended 30 June 2018, the Group’s total
employee benefit expenses (including Directors’ emoluments)
amounted to HK$94.4 million (six months ended 30 June 2017:
HK$75.6 million). Remuneration is determined with reference to
the qualification, experience and work performance, whereas
the payment of discretionary bonus is generally subject to work
performance, the financial performance of the Group in that
particular year and general market conditions.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE W R 2T

The Group operates a share option scheme (the “Share Option
Scheme”) for the purpose of providing incentives and rewards
to eligible Directors and employees of the Group, who contribute
to the success of the Group’s operations. As at 30 June 2018,
the Group granted share options to 16 employees, exclusive
of three executive Directors, for the subscription of 9,700,000
ordinary shares of the Company in total. The vesting period of
these share options will end on 28 December 2020.

SHARE OPTION SCHEME

The Share Option Scheme was conditionally approved and
adopted in compliance with Chapter 17 of the Listing Rules by
written resolutions of the then Shareholder on 27 October 2017.
A summary of the Share Option Scheme and the movement
of the share options granted was set out in note 21 to the
condensed consolidated interim financial information.

COMPARISON OF BUSINESS STRATEGIES WITH
ACTUAL BUSINESS PROGRESS

The following sets out a comparison of the business strategies
as stated in the Prospectus with the Group’s actual business
progress for the six months ended 30 June 2018 and up to the
date of this report:

Business strategies as stated

AEERE—ARAEEAERESENERR
P & R RO BB AT &) (TR RS ) -
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EPHNHBHNEREA PRI HEERMEE21 -

ERRBEETRRBER LR

TXEIRBZE T N\FRA=ZTHILRE

ARBEAREEY  BRERAEFNEHR
REAEEEREGER 2R

Actual business progress up to the date of this

in the Prospectus

1B AR A2 P A Y SR A5 SR e

Continue to expand the customer base in
the European market and explore new markets
in the PRC, the USA and other Asian countries

Report
BEXAREAHNERXKER

The Group has successfully attracted six new
customers in Europe, the PRC, and other Asian
countries, some of which have placed sample
orders to the Group during the first half of 2018.
Once these trial orders are crystalised, official
orders will be expected in 2019. The Group will
continue to put more resources on sales and
marketing to explore more business opportunities
in these regions.
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TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED

Business strategies as stated
in the Prospectus

IR AR AR B9 355 SR AR

ETXESFEEBRAA

MANAGEMENT DISCUSSION AND ANALYSIS
M}Eﬁ n_j’ &JJ *ﬁ

Actual business progress up to the date of this

Report
BEXAREAHNEREKER

Manufacture products of higher value and/or with
higher profit contribution per the resources

HERERBERSE XA BRSNER

Continue to expand the operations in ATE business
segment

HEEX BB CRBREE

AEERFETEMERS MRHER

To explore more business opportunities in

manufacturing products with higher value and/
or higher profit margin, the Group (i) proactively
participates in industry exhibitions to promote
its products to local and overseas electronics
manufacturers, such as gaming show and
industrial electronics expo, etc.; (ii) organises
periodic meetings with existing customers

to understand their product specifications

and requirements; and (iii) cooperates with
existing and potential customers, design houses
and engineers to develop innovations and
technologies in new industries.

RTHRTEEBRSBER ABSMENERNESRE

» LABRAHE B ESNE
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# AEEOEH2ETRRE
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The Group publishes web advertisement in the

PRC and designs new products, like automation
accessories, which integrates with Industrie
4.0 concepts to attract existing and potential
customers.
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F4 OB ARSIRE MEEREPH BEERMT -

Interim Report 2018 A 83k &

17



1 8 TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | 2 TXE 75 EHRA A

MANAGEMENT DISCUSSION AND ANALYSIS

EERENRR DN
Business strategies as stated Actual business progress up to the date of this
in the Prospectus Report
B IR T 12 P B S TS SR M BEXAREAHNEREKER
Strengthen the sales and marketing efforts in the The Group currently has five European staff
industrial electronic manufacturing services members and three independent European
sector consultants to engage in business development

and procurement. The establishment of offices
in Dublin, Ireland and Munich, Germany provides
a platform to the team for direct communication,
and service supports to existing and potential
customers in Europe. Also, the procurement
personnel can pay regular visits to major
suppliers in Europe to build up closer business
relationship with the hope of negotiating for
better terms, securing the supply of major
components, and looking for suitable materials
for production. Since the offices in Dublin,
Ireland and Munich, Germany commenced
operations during second quarter of 2018,

to stabilise business operations, the Group
deferred the establishment of office in Paris,
France to 2019. Even so, the management of the
Company considers that such deferral will not
have significant impacts towards the Group’s
development.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR M
Business strategies as stated Actual business progress up to the date of this
in the Prospectus Report
B Z 12 P Y SR R R BEXAREAHNEREKER
Further enhance the production efficiency and expand On 20 July 2018, the Group entered into a
the production capacity supplemental agreement (the “Supplemental

Agreement”) to the memorandum of
understanding (the “MOU”) with Shiji Cooperative
Economic Association of Dongchong Town,
Nansha District, Guangzhou City, Guangdong
Province (BEREBM AL BFAREALRNE
{E4E 5B & 4t) (“Shiji Association”), the landlord
of the Group’s Nansha plant, under which Shiji
Association would convert the Group’s leased
properties into two 6-storey factory buildings
instead of one 5-storey factory building and one
3-storey factory building and the Group’s rental
commitment under the MOU would be increased.
The Group expected that the construction of
these two factory buildings will be delayed to
February 2019 and October 2019, respectively
and therefore, the payment schedule under the
Supplemental Agreement will also be extended.
Details of the Supplemental Agreement are set
out in the announcement of the Company dated
20 July 2018.

HE— IR EERE MIBEAERE RZZE-N\FLAZTH ~EEEEREEMNTELD
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NREBRITESLER - AAMTHENOFBHNAR
ARRIEBMR T \FLtA-_THHRM -

Continue to recruit talents and professionals The Group currently has 12 employees working at
the STC to engage in strategic purchasing and
software development and enhancement. The
management of the Company will continue to
recruit talents of necessary level and number
at this STC for providing various value-added
supports to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
R E

USE OF PROCEEDS

The Company’s shares have been successfully listed on the
Stock Exchange on the Listing Date. The actual net proceeds
from the Listing, after deducting the listing-related expenses,
were HK$110.0 million (the “Actual Net Proceeds”). The table
below sets out an adjusted allocation as adjusted in the same
manner and same proportions as shown in the Prospectus and
the actual use of the Actual Net Proceeds as at 30 June 2018:

FrERRERE

RARBDEKRINN L B AR R £ e
Rk EMARBRAE - L ERMAEREA
% #7 73110,000,00078 7T ([ B B BT 1§ SR IR 2
Bl TREJERFABERBFREE_T—
NERA=ZTHENEABRDE (RBRERZAR
BERE 7T RARRI L PIEREE) RER A

Incurred up to Balance as at

30 June 30June
The Actual Net 2018 2018
Proceeds R=Z—N\F RKRZ=ZE-—N\F
Business strategies as set out in the Prospectus BB AHA=TH AA=TH
1B IR B 72 P R Y S RmE RIEFE 285/ 2R
HK$’ million HK$’ million HK$’ million
BEET BEEETT BEET
Development of new production base 77.8 1.4 76.4
BRITEEEM
Upgrading of existing production facilities 4.5 1.0 3.5
FRIBBEERNE
Establishment of offices in Dublin, Ireland and Paris, France 11.3 0.2 111
EERBBAN AR REINERE
Establishment of the STC in Guangzhou City, Guangdong
Province, the PRC 11.3 0.6 10.7
EHBEEREBMNTELEBEATRL
Working capital and other general corporate purposes 5.1 5.1 =
HEECRHEM—REERR
110.0 8.3 101.7

The unutilised net proceeds have been deposited in interest-
bearing bank accounts with licensed banks in Hong Kong.

FUTURE PROSPECTS

Looking ahead, the Group will continue to seek to enhance its
product mix. It will further explore supplying higher value and/or
higher profit margin products to meet the demand from existing
customers/markets as well as from evolving industries in the
new economy, such as electric vehicle chargers, smart city
systems, smart vending systems, renewable energy facilities,
medical and/or healthcare devices.
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The Group has continued to invest in upgrading its unique
manufacturing execution system based on the “smart factory”
concept, with an aim to achieve the appropriate level and
certification of Industrie 4.0. The expansion plan of production
facilities is also underway, which will increase our production
capacity in 2019.

The establishment of the new offices in Europe has provided the
Group with a solid platform to further tap into the potentials in
this region. Increased marketing and sales efforts have already
begun to transfer these efforts into new business opportunities
and sales revenue.

DIVIDEND

The Board does not recommend the payment of an interim
dividend for the six month ended 30 June 2018.

The Group is celebrating its 35th Anniversary this year.
To reward the Shareholders, the Board recommended the
declaration of a special dividend of HKO0.8 cents per ordinary
share to the Shareholders. This special dividend will be payable
by the Company on or around 12 October 2018.

On 25 May 2018, a final dividend of HK2 cents per ordinary
share for the year ended 31 December 2017, absorbing an
amount of HK$20,000,000, was approved by the Shareholders,
and was paid on 14 June 2018.

The Company had declared an interim dividend of
HK$15,000,000 per share, totaling HK$30,000,000 to the then
shareholder of the Company prior to the Listing for the six
months ended 30 June 2017.

CLOSURE OF REGISTER OF MEMBERS

In order to ascertain the entitlement to the special dividend,
the register of members of the Company will be closed from
Wednesday, 26 September 2018 to Friday, 28 September 2018,
both days inclusive. In order to qualify for the special dividend,
all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s share registrar,
Tricor Investor Services Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong for registration not later
than 4:30 p.m. on Monday, 24 September 2018.
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INDEPENDENT AUDITOR’S REVIEW REPORT B #Z B RS =

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF TRIO INDUSTRIAL
ELECTRONICS GROUP LIMITED

(incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out
on pages 24 to 74, which comprises the interim condensed
consolidated statement of financial position of Trio Industrial
Electronics Group Limited (the “Company”) and its subsidiaries
(together, the “Group”) as at 30 June 2018 and the interim
condensed consolidated statement of comprehensive income,
the interim condensed consolidated statement of changes in
equity and the interim condensed consolidated statement of
cash flows for the six-month period then ended, and a summary
of significant accounting policies and other explanatory notes.
The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants. The directors
of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”issued by the Hong Kong Institute of Certified Public
Accountants. Our responsibility is to express a conclusion on
this interim financial information based on our review and to
report our conclusion solely to you, as a body, in accordance
with our agreed terms of engagement and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report.
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INDEPENDENT AUDITOR’S REVIEW REPORT B Y #Z% & BHRE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information
consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information
of the Group is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”.

OTHER MATTER

The comparative information for the interim condensed
consolidated statement of financial position is based on
the audited financial statements as at 31 December 2017.
The comparative information for the interim condensed
consolidated statement of comprehensive income, changes in
equity and cash flows, and related explanatory notes, for the
period ended 30 June 2017 has not been audited or reviewed.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 August 2018
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HhHIE AR S 2 E R E R
Six months ended 30 June
BEANA=+THLEAREA
2018 2017
—E-NF —T—+tF
Note HK$'000 HK$000
Btat FEIT FEIT
(Unaudited)  (Unaudited)
(REEHEZR) (REEHER)
Revenue Wz 6 402,200 367,866
Cost of sales $HE AR 7 (303,892) (255,971)
Gross profit EF 98,308 111,895
Other income/(loss) Hip A (E518) 6 2,925 (1,732)
Selling and distribution expenses HERDHER 7 (7,093) (8,486)
Administrative expenses ITER 7 (71,891) (58,250)
Other operating expenses, net Em &g M F 8 7 (2,280) (2,135)
Profit from operations KR T 19,969 41,292
Finance expenses, net ISR R 8 8 (5,276) (4,431)
Profit before income tax BR 1525 A& A 14,693 36,861
Income tax expense FriSHiF 9 (4,278) (7,444)
Profit for the period BRI 7 10,415 29,417
Other comprehensive income E 2w
Items that will not be reclassified R T 8B 7 EEEm
subsequently to profit or loss: A
Fair value gains on revaluation BT REFHRAFE
of land and building, net of tax Was (M%&) = 345
Currency translation differences N =% (82) -
Other comprehensive income for BREM2EWRE (&)
the period, net of tax (82) 345
Total comprehensive income for the period HIA 2 EWHEEE 10,333 29,762
Earnings per share BRAF
- Basic and diluted ~EARNEE 10 1.04 cents 3.92 cents
il il
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR B AR S BRI R

As at As at
30June 31 December
2018 2017
RZZT—tF
R=ZB-N\E +=A
A~A=1H =+—H
Note HK$'000 HK$'000
it FET FET
(Unaudited) (Audited)
(REEEZ) (EFT|Z)
Assets EE
Non-current assets kRBEE
Property, plant and equipment Wz - BEREE 12 44,210 44,729
Financial asset at fair value BAFEFABRERN
through profit or loss CRIEE 13 - 2,651
Prepayment TR RIR - 418
44,210 47,798
Current assets REBEE
Inventories FE 14 193,912 155,597
Financial asset at fair value BAFEFABRERESN
through profit or loss CRIEE 13 2,695 -
Trade and other receivables B 5 K& E fth FE W RIE 15 106,778 139,345
Prepayments and deposits FENFRERES 15,169 12,286
Restricted bank deposits SRR IR TIFER 16 8,097 8,084
Bank and cash balances IRITRIRS % 16 169,049 161,626
495,700 476,938
Current liabilities FREBEE
Trade and other payables B 5 R E MR RIA 17 153,663 163,165
Borrowings EE: 18 46,343 17,994
Finance lease payables B E RS B RIA 19 1,362 1,849
Current income tax liabilities BIEAFTS B & E 10,102 5,459
211,470 188,467
Net current assets REBEETFE 284,230 288,471
Total assets less current liabilities EERERTBHERS 328,440 336,269
Non-current liabilities kRBEE
Deferred tax liabilities BERIEAE 22 3,650 3,705
3,650 3,705
Net assets BEEFRE 324,790 332,564
Equity R
Share capital % 20 281,507 281,507
Reserves Eie] 43,283 51,057
Total equity ERBE 324,790 332,564
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g x " 7 W .,_‘Pﬂ‘: ;:;.:
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY ol
PHIS AR R B R
Currency Share
For six months ended Share Other translation  Statutory Revaluation option  Retained
30 June 2018 (Unaudited) capital reserve reserve reserve reserve reserve profits Total
BE-E-NEXA=THIAEA
(*E2H) Bk HEbRE  ABBE  RERE  EHEE BRERGE  REEN gt
HK$000  HK$000  HK$000  HKS000  HK$000  HKS000  HKE000  HK$000
AT AT AT A AT AT AT AT
Balance at 1 January 2018 RZE-\E-A-B&% 281507  (125,162) - 6,077 20,173 40 149,929 332,564
Realisation of revaluation surplus ERERER - = - - (336) - 391 55
Contributions by/(Distribution to) BENEE/ (EEA
onmers; EHAE) -
Equity-settled share-based WEREE RN BER
transactions BELKT] - - - - - 1,838 - 1,838
Forfeiture of share options SRR - = = = = () 9 =
Dividends (note 11) RE (1) = - - - - - (200000 (20,000)
Profit for the period iyl - - - - - - 10,415 10,415
Currency translation difference EREE - - (82) - - - - (82)
Balance at 30 June 2018 RSN\
~AZTEES 281507 (125,162) (82) 6,077 19,837 1,869 140744 324,790
Currency Share
For six months ended Share Other translation  Statutory Revaluation option  Retained
30June 2017 (Unaudited) capital reserve reserve reserve reserve reserve profits Total
HEZT—tERA=THLNER
(REEH) RE EbEE  AREE  AERE  BREBE BRERE  RBEM it
HK$000  HK$000  HKS000  HKE000  HKS000  HKS000  HK$000  HK$000
AT A A AT A FEr FHr AT
Balance at 1 January 2017 RZE—tE-A-B&H 145072 (125)62) - 6,077 19,785 - 108883 154755
Revaluation surplus on building BFE@HAS = - - - 383 - - 383
Tax effect of revaluation surplus ERRBTBRE e S e S (38) S = (38)
Realisation of revaluation surplus ERERRY e - e - (330 = 384 b4
Contributions by/(Distribution to) BENEE/(BEEA
owners: 1ElRE) -
Dividends (note 11) e (H11) = - = - - - (30,000 (30,000)
Prafit for the period Brias] = = = = - - 29417 20,417
Balance at 30 June 2017 RS-tk
AA=THESR 145172 (125,62) = 6,077 19,800 - 108684 154571
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FHERGRSRERER

Unaudited
RCEZ
Six months ended 30 June

BEAA=tTHLEAEAR

2018 2017
—E-NFE ZZT—+tF
Note HK$000 HK$’000
Btat FEIT FET
Cash flows from operating activities RETHHESRE
Cash generated from operations KEEKMERE 25 9,217 85,663
Finance expenses paid BN HERR (5,681) (4,490)
Income tax recovered/(paid) lem (Bt Friss 365 (10,396)
Net cash generated from KL EEMISIH S F5E
operating activities 3,901 70,777
Cash flows from investing activities RETHHRERE
Net (increase)/decrease in restricted ZBRBIERITIER (3 ),/
bank deposits B FRE (13) 2,007
Bank interest received EHERITH & 328 20
Purchases of property, plant BEWE - WER&HE
and equipment (4,574) (1,475)
Settlement on derivative PTESRIT AR
financial instruments - (577)
Net cash used in investing activities WEEESMAE S (42590 (25)
Cash flows from financing activities REITHRESRE
Proceeds from/(repayment of) B GE) e
borrowings 27,976 (7,637)
Balances with shareholders R - (88)
Repayment of finance lease payables BEmEHERMNRE (487) (918)
Dividends paid EAAE (19,999) (30,000)
Net cash generated from/(used in) BMEFEE(FTA)
_____ financingactivites ____ HA&F#& 740 (38643
Net increase in cash and cash equivalents BRE&RIREZEYEINFE 7,132 32,109
Effect of foreign exchange rate changes  SMNE R RES B S (82) -
Cash and cash equivalents at 1 January R—BA—HBHWBRERELE
EBY 161,626 6,569
Cash and cash equivalents at 30 June RAAZTHNEERES
ZEY 168,676 38,678
Analysis of cash and cash equivalents RERBRSEBEYIN
Time deposit up to three months AE=E A A TR ER
T 16 90,368 =
Bank and cash balances RITMIR 8t 16 78,681 38,971
Bank overdrafts R1TBEX 16 (373) (293)
168,676 38,678
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AR S T HI I S E R

GENERAL INFORMATION

Trio Industrial Electronics Group Limited (the “Company”)
is a limited liability company incorporated in Hong Kong
and listed (the “Listing”) on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
on 23 November 2017 (the “Listing Date”). The principal
place of business and registered office of the Company is
at Block J, 5/F., Phase Il, Kaiser Estate, 51 Man Yue Street,
Hung Hom, Kowloon, Hong Kong.

The Company is an investment holding company. The
Company and its subsidiaries (together, the “Group”) are
principally engaged in the manufacturing and sales of
electronic products. The immediate holding company of
the Company is Trio Industrial Electronics Holding Limited
(“Trio Holding”), a company incorporated in the British
Virgin Islands with limited liability. The Directors of the
Company consider the controlling shareholders of the
Group are Mr. Kwan Tak Sum, Stanley (“Mr. Kwan”), Mr. Tai
Leung Lam (“Mr. Tai”), Mr. Lai Yiu Wah (“Mr. Lai”) and Mr.
Joseph Mac Carthy (“Mr. Mac Carthy”).

The unaudited condensed consolidated interim financial
information for the period ended 30 June 2018 (“Interim
Financial Information”) is presented in thousands of
Hong Kong dollars (“HK$’000”), unless otherwise stated.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION

The Interim Financial Information, which does not
constitute the Group’s statutory financial statements,
has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange and in compliance with
the Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting”issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”).

The financial information relating to the year ended
31 December 2017 that is included in the Interim
Financial Information as comparative information
does not constitute the Group’s statutory annual
consolidated financial statements for that year but is
derived from those consolidated financial statements.
Further information relating to these statutory financial
statements required to be disclosed in accordance with
section 436 of the Hong Kong Companies Ordinance (Cap.
622) (the “Companies Ordinance”) is as follows:

The Company has delivered the consolidated financial
statements for the year ended 31 December 2017 to the
Registrar of Companies as required by section 662(3) of,
and Part 3 of Schedule 6 to, the Companies Ordinance. The
Company’s auditor has reported on those consolidated
financial statements. The auditor’s report was unqualified;
did not include a reference to any matters to which
the auditor drew attention by way of emphasis without
qualifying its report; and did not contain a statement
under sections 406(2), 407(2) or (3) of the Companies
Ordinance.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION A
AR E M RN M

2

BASIS OF PREPARATION (continued)

Except as described below, the accounting policies used
in the preparation of the Interim Financial Information are
consistent with those set out in the annual report for the
year ended 31 December 2017.

New and amended standards effective in 2018 which are
relevant to the Group’s operations

The Group has adopted the following new standards and
amendments to standards which are effective for the
financial year beginning 1 January 2018 and relevant to
the Group.

HKFRS 2 Classification and Measurement of
(Amendment) Share-based Payment
Transactions
HKFRS 4 Applying HKFRS 9 Financial
(Amendment) Instruments with HKFRS 4
Insurance Contracts
HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with
Customers
HKFRS 15 Clarifications to HKFRS 15
(Amendment)

HK(IFRIC)-Int 22 Foreign Currency Transactions and

Advance Consideration

Annual Annual Improvements 2014-2016
Improvements Cycle
Project

In the current interim period, the Group has applied, for
the first time, the above new standards, amendments
to existing standards and interpretations issued by the
HKICPA. The impact of the adoption of these standards
and the new accounting policies is disclosed below. The
other standards did not have any impact on the Group’s
accounting policies and did not require retrospective
adjustments.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

The impact of the adoption of HKFRS 9 “Financial
Instruments” and HKFRS 15 “Revenue from Contracts
with Customers” on the Group’s financial statements is
explained below. It also discloses the new accounting
policies that have been applied from 1 January 2018,
where they are different to those applied in prior periods.

(a) HKFRS 9 Financial instruments — Impact of adoption

HKFRS 9, “Financial instruments” replaces the whole
of HKAS 39 “Financial Instruments: Recognition
and Measurement”. It addresses the classification,
measurement and derecognition of financial assets
and financial liabilities, introduces new rules for
hedge accounting and provides a new impairment
model for financial assets.

HKFRS 9 has three financial asset classification
categories for investments in debt instruments:
amortised cost, fair value through other
comprehensive income (“OCI”) and fair value through
profit or loss. Classification is driven by the entity’s
business model for managing the debt instruments
and their contractual cash flow characteristics.
Investments in equity instruments are always
measured at fair value. However, management can
make an irrevocable election to present changes in
fair value in OCI, provided the instrument is not held
for trading.

2
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(a)

HKFRS 9 Financial instruments - Impact of adoption
(continued)

The impact of the adoption of HKFRS 9 is shown as
follows:

(i)

(i)

Classification and measurement of financial
assets and liabilities

On 1 January 2018 (the date of initial
application of HKFRS 9), the Group’s
management assessed which business
models applied to the financial assets held
by the Group and had classified its financial
instruments into the appropriate HKFRS 9
categories.

There were no changes to the carrying amount
and classification of the financial assets and
liabilities upon the adoption of HKFRS 9.

Impairment of financial assets

Financial assets were subject to the new
expected credit loss model prescribed by
HKFRS 9. The Group was required to revise its
impairment methodology under HKFRS 9 for
each class of assets carried at amortised cost,
except for cash and bank balances.

While cash and bank balances are also subject
to the impairment requirements of HKFRS 9,
the identified impairment loss was immaterial.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(a) HKFRS 9 Financial instruments — Impact of adoption
(continued)

(i) Impairment of financial assets (continued)

For accounts receivable originally categorised
as loans and receivables under HKAS 39 which
all have been classified as financial assets at
amortised cost under HKFRS 9 from 1 January
2018, the Group has determined that reliably
assessing the probability of default of the
counterparties at the initial recognition of
each financial asset would result in undue
cost and effort. As permitted by a transition
provision in HKFRS 9, provision for doubtful
debts account for these financial assets will be
determined based on assumptions about risk
of default and expected loss rates. The Group
uses judgement in making these assumptions
and selecting the inputs to the impairment
calculation, based on the Group’s past history,
existing market conditions as well as forward
looking estimates at the end of each reporting
period.

For accounts receivables, the Group applies the
simplified approach to providing for expected
credit losses prescribed by HKFRS 9, which
requires the use of the lifetime expected losses
provision for all debtors. The management
performed a detailed assessment of expected
credit losses on the date of initial application
of HKFRS 9. There was no impact of the change
in impairment methodology on the Group’s
impairment allowance and its equity.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E M RN M

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(b)

HKFRS 9 Financial instruments - Accounting
policies applied from 1 January 2018

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at FVPL, transaction costs that are directly
attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at FVPL

mAEE ()

RZF—/VF L B B ZE R FA
HETERRERIEET A (&)

(b) FEMBREERNFESRSHTE —
B-ZE-NF-A-HRBEAZE
TR

AEBERNFERE LA FEFE
S A FEIIE - AF N EREZ
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BESERATEIRZEREEZ
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are expensed in profit or loss.

()  Debtinstruments () EBIA

B LA BB EBEUARAE
SEERBEECEBEANE

Subsequent measurement of debt instruments
depends on the Group’s business model
for managing the asset and the cash flow EZRERERHE - XEEK
characteristics of the asset. There are three HEBIASHEA=TBEN
measurement categories into which the group Al

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. Interest
income from these financial assets is
included in finance income using the
effective interest rate method. Any
gain or loss arising on derecognition
is recognised directly in profit or loss
and presented in other gains/(losses),
together with foreign exchange gains and
losses. Impairment losses are presented
as separate line item in the statement of
profit or loss.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(o) HKFRS 9 Financial instruments - Accounting
policies applied from 1 January 2018 (continued)

(i)  Debtinstruments (continued)

. 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 FVOCI. Movements in the carrying
amount are taken through OCI, except
for the recognition of impairment gains
or losses, interest revenue and foreign
exchange gains and losses which are
recognised in profit or loss. When the
financial asset is derecognised, the
cumulative gain or loss previously
recognised in OCI is reclassified from
equity to profit or loss and recognised
in other gains/(losses). Interest income
from these financial assets is included
in finance income using the effective
interest rate method. Foreign exchange
gains and losses are presented in other
gains/(losses) and impairment expenses
are presented as separate line item in the
statement of profit or loss.

. FVPL: Assets that do not meet the
criteria for amortised cost or FVOCI are
measured at FVPL. A gain or loss on a
debt investment that is subsequently
measured at FVPL is recognised in profit
or loss and presented net within other
gains/(losses) in the period in which it
arises.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARG P I E R

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(o) HKFRS 9 Financial instruments - Accounting
policies applied from 1 January 2018 (continued)

(i)

Impairment

For accounts receivable, the Group applies
the simplified approach permitted by HKFRS
9, which requires expected lifetime losses to
be recognised from initial recognition of the
receivables.

For other financial assets originally categorised
as loans and receivables under HKAS 39 which
all have been classified as financial assets at
amortised cost under HKFRS 9 from 1 January
2018, the Group has determined that reliably
assessing the probability of default of the
counterparties at the initial recognition of
each financial asset would result in undue
cost and effort. As permitted by a transition
provision in HKFRS 9, provision for impairment
of receivables account for these financial
assets will be determined based on whether
their credit risk are low at each reporting date,
and if so by recognising a 12 months expected
losses amount until the financial asset is
derecognised. If the financial asset is not of a
low credit risk, the corresponding provision for
doubtful debts account will be recognised as
equal to lifetime expected losses.

(c) HKFRS 15 Revenue from Contracts with Customers
- Impact of adoption

HKFRS 15 “Revenue from contracts with customers”
replaces the previous revenue standards, including
HKAS 18 “Revenue” and HKAS 11 “Construction
Contracts” and the related interpretations on
revenue recognition, and is effective for periods
beginning on or after 1 January 2018.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(c)

HKFRS 15 Revenue from Contracts with Customers
- Impact of adoption (continued)

The Group has also elected to apply the modified
transitional provisions whereby the effects of
adopting HKFRS 15 as at 1 January 2018 are
adjusted at the opening balance of equity as at 1
January 2018 and prior period comparatives are
not restated. There was no significant impact on the
Interim Financial Information of the Group.

HKFRS 15 establishes a comprehensive framework
for determining when to recognise revenue and
how much revenue to recognise through a 5-step
approach: (i) identify the contract(s) with customer;
(i) identify separate performance obligations
in the contract; (iii) determine the transaction
price; (iv) allocate the transaction price to the
performance obligations; and (v) recognise revenue
when a performance obligation is satisfied. The
core principle is that a company should recognise
revenue when control of a good or service transfers
to a customer.

From 1 January 2018 onwards, the Group has
adopted the following accounting policies on
revenues.

Revenue is recognised when or as the control of
the good or service is transferred to the customer.
Depending on the terms of the contract and the
laws that apply to the contract, control of the good
or service may be transferred over time or at a point
in time. Control of the good or service is transferred
over time if the Group’s performance obligation:

. provides all of the benefits received and
consumed simultaneously by the customer;

. creates and enhances an asset that the
customer controls as the Group performs; or

. 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.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E M RN M

2 BASIS OF PREPARATION (continued)

New and amended standards effective in 2018 which are
relevant to the Group’s operations (continued)

(c)

HKFRS 15 Revenue from Contracts with Customers
- Impact of adoption (continued)

If a performance obligation is not satisfied overtime,
an entity satisfies the performance obligation at
point in time.

HKFRS 15 Revenue from Contracts with Customers
- Accounting Policies

(i)

Sales of goods

Sales are recognised when control of the
products has transferred, being when the
products are delivered to the customer, the
customer has full discretion over the channel
and there is no unfulfilled obligation that
could affect the customer’s acceptance of the
products. Delivery occurs when the products
have been shipped to the specific location,
the risks of obsolescence and loss have
been transferred to the customer, and either
the customer has accepted the products in
accordance with the sales contract or the
Group has objective evidence that all criteria
for acceptance have been satisfied.

Revenue from these sales is recognised based
on the price specified in the contract. No
element of financing is deemed present as the
sales are made with the credit policies, which
is consistent with market practice.

Areceivable 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.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AN E R

2 BASIS OF PREPARATION (continued) 2 mBEE (E)
New and amended standards effective after 2018 which RZFE— V& 430 7K 5 (B &8 F B
are relevant to the Group’s operations and yet to be T 1 AR FRAN BT 5T R ASAE FTZE A
adopted
The following are new standards and amendments to TF R HEAR KB AR AT R REANHE
standards relevant to the Group that have been issued but AIAERZE—N\F—H—HBHxZE&RE
are not effective for the accounting period beginning on or VR A B R AR - IR
after 1 January 2018 and are yet to be adopted: M

Effective for
accounting periods
beginning on or after

RUT BNz &HS
WEETHR—EXN
HKFRS 9 (Amendment) Prepayment Features with Negative 1 January 2019
Compensation

HKFRS 16 Lease 1 January 2019
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments 1 January 2019
HKFRS 10 and HKAS 28 Sales or Contribution of Assets between an  To be determined

(Amendments) Investor and its Associate or Joint Venture
ERMBREERIFEIR (BFIFX) REEFFUERAHE —E-hEF—-H—H
BB wEERIE 165 ME —E-h&FE—-H—H
BE (AR BREZRELZE®) - MEHRTHEEMENEE —ZT-NF—H—H

FEEE 23
EEVBHRERF 10X RESEG REEFHABEHISGEGECHNEELEN FE

FTERIZE 2858 (18ETA) FE
HKFRS 16 “Leases” BEBMRHEERE 165 [HE
Nature of changes BENME
HKFRS 16 will result in almost all leases being recognised HREERVBEE 2D R ER -
on the statement of financial position, as the distinction BEUBMEERE16REERMEHEE
between operating and finance leases is removed. Under EM AR RPHER o RIBZNAER -
the new standard, an asset (the right to use the leased BE (EAEEEENEN) kXNES
item) and a financial liability to pay rentals are recognised. WS B T LATER - ME—HISNE R H
The only exceptions are short-term and low-value leases. MEBEHRE - HAEZ ST EETEH
The accounting for lessors will not significantly change. BERNE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARG P I E R

BASIS OF PREPARATION (continued)

New and amended standards effective after 2018 which
are relevant to the Group’s operations and yet to be
adopted (continued)

HKFRS 16 “Leases” (continued)

Potential impact

The standard will affect primarily the accounting for
the Group’s operating leases. As at 30 June 2018, the
Group has non-cancellable operating lease commitments
of HK$2,684,000 as disclosed in note 24(b). Based on
the preliminary assessment undertaken to date, it is
estimated that the adoption of HKFRS 16 would result
in recognition of right-of-use assets and financial
liabilities in the consolidated statement of financial
position primarily arising from leases of various office,
warehouses, car parking spaces and factory. The interest
expenses on the lease liabilities and the depreciation
expenses on the right-of-use assets under HKFRS 16
will replace the rental charge under HKAS 17 in the
consolidated income statement. Management expects
the adoption of HKFRS 16 will not have significant impact
on the interim condensed consolidated financial position
and finance performance of the Group.

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk,
cash flow and fair value interest rate risk), credit risk
and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group’s financial performance.

The Interim Financial Information does not include all
financial risk management information and disclosures
required in the annual financial statements, and should
be read in conjunction with the Group’s annual report for
the year ended 31 December 2017.

There have been no changes in the risk management
function since 31 December 2017 or in any risk
management policies since 31 December 2017.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk

Compared to the year end, there was no material change
in the contractual undiscounted cash outflows for
financial liabilities. The Group exercises prudent liquidity
risk management by maintaining sufficient cash and bank
balances. The Group’s liquidity risk is further mitigated
through the availability of financing through its own cash
resources and the availability of banking facilities to meet
its financial commitments. In the opinion of the Directors,
the Group does not have any significant liquidity risk.

Fair value estimation

The table below analyses the Group’s assets and liabilities
carried at fair value as at 30 June 2018 and 31 December
2017, respectively by level of the inputs to valuation
techniques used to measure fair value. Such inputs are
categorised into three levels within a fair value hierarchy
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).

As at 30 June 2018 and 31 December 2017, all the Group’s
assets and liabilities carried at fair value are categorised
into level 2.

There were no transfers between levels 1, 2 and 3 during
the six months ended 30 June 2018 and the year ended
31 December 2017.

The fair value of financial instruments that are not
traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation
techniques. These valuation techniques maximise the
use of observable market data where it is available and
rely as little as possible on entity specific estimates. If all
significant inputs required to fair value an instrument are
observable, the instrumentis included in level 2.

If one or more of the significant inputs is not based on
observable market data, the instrument is included in
level 3.

3.3

ERERE M AR

B ERER (&)

RBETER

HERLE  @REBENANERIRA
RO EBEAES - AEEBBRIFR
RHIRE MBITHES  UITERRNR
BHETERER AKENEEHGNES
KBRNMRITREEDHEPBAE  EME
E—FRNAEENRDETRER - BF
PR AREAYEBITAENRDHESE

G o
7N

D AEME

TNREAERFEEERM AT EAZ
BENER DM AKES RN -T—/\F
NA=+TBE-Z—+tF+-A=+—H
BRVFEIRZEENRAE - BRABAK
BHRTIXAANSBREARFERER
M= B4 -

- HREELRBEERREERTHN
HE CRERE) (F18) -

- BRTRIEMBREOREIN  ZEE
MBENABERNEGHEA AR
BZ (APImER) i (ARA
Bt&) (F2/E) -

. AERAELFEETRETSK
Bt A (3T BRE A) (53
) -

RZB-NFARA=Z1TBERZZE—tF+
“A=1t—R AEEMBARAFEIR
MEENBEHRAFE -

BZ2-_Z—-N\FNA=ZTHIENEARE
2T +F+-_A=+—HIFEHE
F1 - 2K3EZENELR -

WIFNERTHERXHNEBRT A (N5
SMTETR) WA FENERGKETEE
E o ZEhENEEECAARERZA
BERmSEE YRERIFEEREE
EE - WA EXTANATFEMREZIEER
BWARBEHANEE  UABETASW
FIANF2E -

fiiE — AR A 2 BB EWIFRIFAE
EMSEMGTE - ZLEBRINAEIE -

Interim Report 2018 B SR 2

41



42

TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | 2 TXE 75 EHRA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARG P I E R

3  FINANCIAL RISK MANAGEMENT (continued) 3 BXERERE (&)

3.3 Fair value estimation (continued) 3.3 AfEME (&)
The following table presents the changes in the Group’s TRIINBE_F-/\FRNA=ZTHLR
assets and liabilities carried at fair value for the six BEAR-—ZFE—tHF+-_A=+—HLEE
months ended 30 June 2018 and for the year ended 31 AEERAVFEIFEZEERABENE
December 2017. g o
Financial
asset
Land and Derivative at fair value
building at financial through
fair value instruments profit or loss Total
BRAYHE RAYE
SFERN it TSR FTABSEERN
kEgF IA TREE et
HK$'000 HK$'000 HK$'000 HK$000
TFET TFET TFET FET
For the six months ended #HZ_-ZT—/\%F
30 June 2018 NA=+HIE
& A
Opening balance SRR 3 24,400 - 2,651 27,051
Gain recognised in B R A
profit or loss - - 44 44
Depreciation e (488) - - (488)
Closing balance AR &5 84 23,912 - 2,695 26,607
For the year ended HE_T—+F
31 December 2017 +=—A=+—H1t
FE
Opening balance FHEEH 23,900 (721) 2,535 25,714
Gain recognised in RIB R FER W
profit or loss = 144 116 260
Gains recognised in REM 2 BN ER
other comprehensive =
income 1,419 = = 1,419
Depreciation e (919) = - (919)
Settlement ©EE - 577 - 577
Closing balance FRER 24,400 - 2,651 27,051
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS IN APPLYING THE GROUP’S
ACCOUNTING POLICIES

The preparation of Interim Financial Information requires
management to make judgements, estimates and
assumptions that affect the application of accounting
policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ
from these estimates.

In preparing this Interim Financial Information, the
significant judgements made by management in applying
the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that
applied to the condensed consolidated interim financial
information for the six months ended 30 June 2017.

SEGMENT INFORMATION

Management has determined the operating segments
based on the information reviewed by the chief operating
decision-maker (“CODM”). The CODM, who is responsible
for allocating resources and assessing performance of
the operating segment, has been identified as the Board
of the Company.

Operating segments are reported in the manner consistent
with the internal reporting provided to the CODM. The
Group is subject to similar business risk, and resources
are allocated based on what is beneficial to the Group in
enhancing the value as a whole. The Board considers the
performance assessment of the Group should be based
on the profit before income tax of the Group as a whole
and regards the Group as a single operating segment
and reviews internal reporting accordingly. Therefore, the
Board considers there to be only one operating segment
under the requirements of HKFRS 8 “Operating Segments”.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARG P I E R

SEGMENT INFORMATION (continued)

The Group provides manufacturing and sales of electronic
products, which are carried out internationally, through
the production complexes located in the People’s Republic
of China (the “PRC”) during the period ended 30 June 2018
and 2017.

Segment assets and liabilities

No assets and liabilities are included in the Group’s
segment reporting that are submitted to and reviewed by
the CODM internally. Accordingly, no segment assets and
liabilities are presented.

Information about major customers

External customers contribute over 10% of total revenue
of the Group for the six months ended 30 June 2018 and
2017 are as follows:

DEER (&)
REE2_ZE—N\FER_ZT—FA=T
BB - AEBEFEBANPEARIR
([HE]) MEEGAEREETER
BUERHE (BREKRER) -

THEERER

WEPER T B & ERKE R EFERH
WAEB LS HRELERREMNEERE
B At BEZNDHEERAE -

FTEREFHNER
BHE_Z—N\FEER-_ZE—+tFA=1H
EAREA  ERASEERKEEIBI10%H
INEBEPINTR

Six months ended 30 June

BEAA=1tHLEAEA

2018 2017

—E-N\E  —B—t%F

HK$000 HK$000

FET FET

(Unaudited) (Unaudited)

(REgEZ) (REEEZ)

Customer A ZEA 126,420 158,523

Customer B =FB 59,709 64,978
Geographical information b 7B & 45

During the period ended 30 June 2018, majority of revenue REZZZE—N\FA=THIEHH X

were sold to customers in Europe (mainly Switzerland, the HolhmkaBNErRr (E28HT - &

United Kingdom (the “UK”), Ireland, Denmark and Sweden), Bl([®E]) BRHE  FERRA) - H

while the remaining revenue were sold to customers in the B EREEMNEERE ([EE] -+

United States of America (the “USA”), the PRC, Singapore
and Australia.

In relation to non-current assets held by the Group
(primarily represented by property, plant and equipment
as detailed in note 12), land and buildings with carrying
values as at 30 June 2018 of HK$23,912,000 (31
December 2017: HK$24,400,000), are located in Hong
Kong. Other property, plant and equipment are primarily
located in the PRC.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARG M R M

6 REVENUE AND OTHER INCOME/(LOSS) 6 WERHEMKA (EHEE)

Six months ended 30 June
BZAA=1+HIEAEA

2018 2017
—E-NF —E—+F
HK$°000 HK$°:000
FET FET

(Unaudited) (Unaudited)
(REEZ) (REEEZ)

Revenue W as
Sales of goods BEmiHE 402,200 367,866
Other income/(loss) Hi A / (E18)
Commission income kAL ON 45 31
Fair value gain on financial asset ?EQ?FTEH)\TEEEEEE’\]
at fair value through profit or loss TREE N FENES 44 24
Gain/(loss) on foreign exchange SNE W E (B HR) 733 (2,228)
Government grant (note (i) AT (H17E()) 1,322 -
Sundry income MBI 781 447
2,925 (1,732)
Note: Hist -
(i) The government grant represented a subsidy received from Finance 0] B B e AR A1 H) B2 B MY B A B B
Bureau of Nansha District of Guangzhou City (BE/NTIEI @ 8f D E BB WEE B R & R %
) in relation to the recognition of New and High Technology (IEHFFEMdE]) ) - BEFBEBIDNR
Enterprises (“NHTE”) by the Company’s wholly-owned subsidiary BERRARM -

in the PRC. There are no unfulfilled conditions relating to the grant.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION _
ARG P I E R

EMEE X

A BIE[HEKRA]  [HERDHER ]
MITBAS] R [HEMugem s8]
DT -

7 EXPENSES BY NATURE 7

Expenses included “cost of sales”, “selling and distribution
expenses” and “administrative expenses”, and “other
operating expenses, net” are analysed as follows:

Six months ended 30 June

BEAA=THLEAEAR

2018 2017
—E-NF —ET—tF
HK$000 HK$'000
FAEITL FET
(Unaudited) (Unaudited)
(REEHEZ) (REEEZ)
Employee benefit expenses (including EEBHMEX (BREEHL)
directors’ emoluments) 94,359 75,595
Listing expenses WX - 6,099
Auditors’ remuneration 2 2R A 37 B 1,614 1,262
Depreciation (note 12) e (Misk12) 5,093 4,805
Amortisation of insurance expense IR B A S 8 8 6 6
Gain on derivative financial PTEEBmT AR
instruments - (144)
Obsolete inventories written off PRET E M 395 =
Operating lease payments ETAE K 3,342 2,393
Loss on disposal of property, plant LEWE - BEKE&EEE
and equipment = 28
Provision for impairment loss on GFEREEERE (HE14)
inventories (note 14) 484 1,407

FINANCE EXPENSES, NET

8 MBHEXEHE

Six months ended 30 June

BEAA=tTHILEAREA

2018 2017
—E-N\F —E—tF
HK$'000 HK$000
FET FET
(Unaudited) (Unaudited)
(REEEZ) (REEE=Z)
Finance income U N
Bank interest income AT B WA 328 20
Other interest income H At RSN 77 39
Finance income 3 ON 405 59
Finance expenses B i%E X
Interest on bank borrowings HRITE A E
- wholly repayable within five - ARAFAZHER
years (2,971) (1,725)
Other finance expenses H At B B 2
Bank charges RITWE (2,681) (2,711)
Finance lease charges BEHERE (29) (54)
Finance expenses BRX (5,681) (4,490)
Finance expenses, net gy e el (5,276) (4,431)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

9 INCOME TAX EXPENSE

The amount of taxation in the interim condensed
consolidated statement of comprehensive income
represents:

9

ERERE M AR

PR

THERSRSEARERARESEN
T

Six months ended 30 June

BEANA=THIEREA

2018 2017
—e-N\F  —T—tF
HK$'000 HK$000
FET FET
(Unaudited) (Unaudited)
(REgEZ) (REEEZ)
Current income tax — Hong Kong: BUERFREM — B8
- Provision for the period — BEANBE 4,278 6,134
Current income tax — The PRC: BUERFRSHY — B -
— Provision for the period — HiA = 1,310
Income tax expense TS 4,278 7,444

(a)

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill
2017 (the “Bill”) which introduces the two-tiered
profits tax rates regime. The Bill was signed into law
on 28 March 2018 and was gazetted on the following
day.

Under the two-tiered profits tax rates regime, the
first HK$2 million of profits of qualifying corporation
will be taxed at 8.25%, and profits above HK$2
million will be taxed at 16.5%.

For the six months ended 30 June 2018, Hong Kong
profits tax of the qualified entity of the Group is
calculated in accordance with the two-tiered profits
tax rates regime. The profits of other Group entities
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%.

For the six months ended 30 June 2017, Hong Kong
profits tax was calculated at a flat rate of 16.5% of
the estimated assessable profits.

R-_E-NF=ZA=-_+—H &FE
VERBRB T LEHRK (ER])
(F75%) BPIER (TREER]) -
SIAFMBHRAS - ZIEHIERR
—E-NF=ZAZT+\HEEZKX
AR YREBRERHRTE -

BRBFSHMES  &EKQA
B2,000,000% 7T @ B X A
8.25% » MR 3#E2,000,00078 JT &Y%
FZREE16.5% °

BE_T-N\FXXA=1THLXHE
A AEBARERERNBENG
BMIRIBEMFHRABIGE - A5
ENEHMAGERNTEREME
B E B2 A B —1R16.5%H K&t

m

NS
5
o Y

BE Tt A=1tHBILXE
A BANGHRE —ZEERMT
S FA16.5% KT H o
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E M RN M

9

INCOME TAX EXPENSE (continued)

(b)

PRC corporate income tax (“CIT”) is provided on
the assessable income of entities within the Group
incorporated in the PRC, calculated in accordance
with the relevant regulations of the PRC after
considering the available tax benefits.

Pursuant to the PRC Corporate Income Tax Law
passed by the Tenth National People’s Congress
on 16 March 2007, the CIT for domestic and foreign
enterprises has been unified at 25%, effective from
1 January 2008.

Panyu Trio Microtronics Co., Ltd. (“Trio Microtronics”)
was set up as a foreign investment manufacturing
enterprise in the PRC. On 11 December 2017, Trio
Microtronics was awarded the NHTE accreditation
by Guangdong Science and Technology Department
(BERATRIERAMEE) for an effective period of three
years from 11 December 2017 to 11 December 2020.
As such, Trio Microtronics can enjoy a preferential
CIT rate of 15% from three financial years from
2017 to 2019. Its CIT rate for the six months ended
30 June 2018 was 15% (six months ended 30 June
2017:15%).

Interim Report 2018 AR #i%R &

9

&

(b)

BB (42)

PREIDEMSH ([REREH]) I
REBAEREHOBHEER - R
EH B R ERET BB AT
R AEEANERZ ERTEA
FHEEHRME -

BEEFTEARREAER=ZZ
+EF= A+ NAERBN(PREAER
BER) BARIINEDENDER
SHE-_ZTN\F—A—BHEE—
5525% o

BENTMEEHNLEHWERER QA
((BEMESE]) DRLAE—RF
BIBIINMEERERE RZIT—+
F+-A+—B BENESHREE
RERBREMER T Rmes
HRE BRBAE-_ZE—t&+=
B+—B&E-_ZT-_TFE+=-A+—
He AR ZE—EFE-_ZT—N
FH=ZEFBRFEHERESRTZ
15%MEBECEMSRE - HEZE
TE-NEXNA=ZtTHEANEAR
MTEMBSRERIG% (2% —
+FEXNATAHLEAEA 15%) ©




TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | 2 TEEF5£EHRA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

fE B4R S o H B A5 R E o
INCOME TAX EXPENSE (continued) 9 FBHHAX (&)
The tax on the Group’s profit before income tax differs N6 (B bR B0 A s A 5 T8 B 3% e R 5 s ) Y
from the theoretical amount that would arise using the MEAFEZIERBEZRINOT :

tax rate applicable to profits as follows:

Six months ended 30 June

BEAXA=1tHIEREA

2018 2017
—E-N\F —T—+F
HK$000 HK$000
FET TFET

(Unaudited) (Unaudited)
(REEEZ) (REEE=Z)

Profit before income tax

Bx FT1S LAl & 14,693 36,861

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

Effect of different tax rates in

EBIE16.5%TE 2 BB

—E—tFXA=TH:

16.5%) 2,424 6,082
HEBER TR EOTE

other countries 145 (104)
Income not subject to tax BARBUA (174) (163)
Tax losses for which no deferred WEBERELEMESHEEZ

tax asset was recognised TIEER 1,301 23
Expenses not deductible for E 1R

tax purposes 582 1,606
Income tax expense PSR A S 4,278 7,444
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

10 EARNINGS PER SHARE

(a) Basic earnings per share

The basic earnings per share is calculated on the
profit attributable to owners of the Company divided
by the weighted average number of ordinary shares

10 SREBF

(a) EXZREF
BREXRBNIEARRHRE ARIEER
BABZE T \FR_T—tFR A=
+ B FEIRE 2 17 B BN A B BT

b

in issue during period ended 30 June 2018 and 2017. = °

Six months ended 30 June
BZEXA=1+HIEAEAR

2018 2017
—E-N\E —E—+tF
Unaudited Unaudited
(REEHEZ) (REEHEZR)
Profit attributable to owners NATHEE AEE &R
of the Company (HK$’000) (F#&T) 10,415 29,417
Weighted average number BTN T L m AR AR
of ordinary shares in issue (FRR) (BEE())
(thousand shares) (note (i) 1,000,000 750,000
Basic earnings per share BREARZF (L)
(HK cents) 1.04 centsfll  3.92 centsfll
Note: et -

(i) The weighted average of 750,000,000 ordinary shares used
in the calculation of basic earnings per share for the six
months ended 30 June 2017 comprising: (i) 2 ordinary shares
of the Company in issue as at 31 December 2016, and; (ii)
749,999,998 ordinary shares of the Company issued and
allotted to Trio Holding without payment and credited as
fully-paid shares pursuant to the shareholders’ resolution
dated 27 October 2017 as if these shares had been issued at
1January 2017, the beginning of the earliest period reported.
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(i) FEHE-T—tFANA=ZTBELERNBAAZE
& 2 725 2 FI B 2 A &9 hn 4 £ ¥59 £4750,000,000
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

10 EARNINGS PER SHARE (continued)

11

(b) Diluted earnings per share
The diluted earnings per share is calculated by
adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all
dilutive potential ordinary shares.

For the six months ended 30 June 2018, diluted
earnings per share presented was same as the
basic earnings per share as the share options of the
Company have an anti-dilutive effect.

For the six months ended 30 June 2017, diluted
earnings per share presented was same as the basic
earnings per share as there were no potentially
dilutive ordinary shares issued during the period.

DIVIDENDS

The Board does not recommend the payment of interim
dividend for the six months ended 30 June 2018.

On 24 August 2018, the Board resolved to declare a
special dividend of HK0.8 cents per ordinary share. Since
this special dividend is declared after the balance sheet
date, such dividend has not been recognised as liability
as at 30 June 2018.

On 25 May 2018, a final dividend of HK2 cents per ordinary
share for the year ended 31 December 2017, absorbing
an amount of HK$20,000,000, was approved by all the
shareholders of the Company, and was paid on 14 June
2018.

During the six months ended 30 June 2017, the Company
had declared an interim dividend of HK$15,000,000 per
share, totaling HK$30,000,000 to its then shareholder of
the Company prior to the Listing.

10

(b)

11

ERERE M AR

BRERN (&)

SREFRF
SREERFTEBRHERITEI T
9% B AR AR BUA R R 0 2 OB R
BREH -

HE_T-\FXA=1THIXER
2HNNEREFRNEZRENRFN A
R - THEARBRIBIRES REEWE -

BE_Z—tFXA=THIXEA
HNEBREFRNEGRENEF A
Rl MEARZHEYERTECHETR
e

g
BV TEBIRERE_T—/\F A
=+tHIEREANHHERS -

RZZE-—NFNRZ+THMA  EFER
3 B R A RIS B RCE B AR08 I o 1t
R EREERRATEIR  FTAZK
BRIZE-N\FRA=THEHRARERR/E

&

RZZE-NFLAZ+HHE  FRa2E
BRI EFRBEE—_FT—+F+A=+—
HIEFE DR ARER S SR E@R2E
(’#%20,000,000/7T) * WERZZE—N
FARATEBRIRS -

BHE_ZT—+FA=+HIEA@AA - &
ARAEREMAAAARERARES
K PR HA A% B & A% 15,000,000 T 0 A &
30,000,000/ 7T °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARG P I E R

12 PROPERTY, PLANT AND EQUIPMENT 12 Y% - BEKRSZE

Land & Plant&  Furniture & Office Motor Leasehold  Construction
buildings ~ machinery fixtures  equipment  vehicles improvements  in progress Total
tHREF BEREE HARRE HOERG RE  HENERE fEIR h
HK$000  HK$000 HK$000 HK$'000  HK$000 HK$000 HK$000  HK$000
& AT . TEr  TEr & T Thn
Six months ended BEoE-N\%
30June 2018 RAZHALEANEA
Net book value at RZE-N\F
1 January 2018 -A-BOKETE 24400 6,252 6,852 418 411 6,129 267 44,729
Additions AE = 251 2,446 67 435 1,375 = 4,574
Depreciation e (488) (1,413) (1,229) (238) (99) (1,626) - (5,003)
Balance as at RZE-N\E
30 June 2018 RAZTRNESR 23,912 5,090 8,069 247 747 5,878 267 44,210
At 30 June 2018 RZE-N\E
~A=TA
Cost or valuation AAgfhE 26,400 32,144 16,467 3,435 3,598 28,143 267 108,454
Accumulated depreciation  EFHHTE (488)  (27,054) (8,398) (3,188)  (2,851) (22,265) - (64,244)
Net book value at RZZ-N\E7R
30June 2018 =+ANERFE 23,912 5,090 8,069 247 747 5,878 267 44,210
Year ended BE-%-tF12A
31 December 2017 St-BLEE
Net book value at RZE-t5-R-H
1 January 2017 MEEFE 23900 7325 6,547 905 551 8,297 81 47756
Additions AE = 1,754 2,501 /Al - 897 36 5209
Surplus on revaluation BitEH 1419 - - - - - - 1409
Disposals & = (1) (30) (1) = = = (32)
Depreciation e (919) (2,826) (2,166) (507) (140) (3,065) - (9623
Balance as at RZE—tF+2A
31 December 2017 =T-Reks 24,400 6,252 6,852 418 411 6129 267 44729
At 31 December 2017 RZE-t4E12H
=1+-A
Cost or valuation HAGfhE 24,400 31,893 14,021 3,368 3,163 26,768 267 103,880
Accumulated depreciation  ZiHiTE - (8641) (7169) (29500 (275) (20,639) - (5951)
Net book value at RZF-tE+2R
31 December 2017 ST-ANREFE 24400 6,262 6,852 418 411 6,129 27 44729
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AN E R

12 PROPERTY, ¥ BMERRE (&)

(continued)

PLANT AND EQUIPMENT 12

FPRBER T N\FRA=THHKAE

The analysis of the cost or valuation at 30 June 2018 of

the above assets is as follows: SEBEPTHT :
Land & Plant&  Furniture & Office Motor Leasehold  Construction
buildings  machinery fixtures  equipment  vehicles improvements in progress Total
1#HEET HBERHE GEREE  BOAERG RE  HENERE EEIR h
HK$000  HK000 HK$000 HK$000  HK§000 HK$000 HK$000  HK$000
AT AT AT AT TEr AT AT AL
At cost fRA - 5,090 8,069 247 747 5,878 267 20,298
At valuation kit fE 23,012 - - - - - - 23912
23,912 5,090 8,069 247 747 5,878 267 44,210

For the six months ended 30 June 2018, depreciation
expense of HK$1,413,000 (six months ended 30 June
2017: HK$1,396,000) and HK$3,680,000 (six months
ended 30 June 2017: HK$3,409,000) was charged to “cost
of goods sold” and “administrative expenses” respectively.

As at 30 June 2018, the Group’s land and buildings are held
under medium term leases (unexpired period between 20
years to 50 years) and the net carrying amount of land and
buildings pledged as part of the securities for banking
facilities from a bank amounted to HK$23,912,000 (31
December 2017: HK$24,400,000).

As at 30 June 2018, the net carrying amount of the Group’s
fixed assets held under finance leases included in the
total amount of plant and machinery was HK$1,739,000
(31 December 2017: HK$1,712,000).

BE_Z—N\EXNA=1tHILEA ¥
EEMH1,413,0008 T (HE-E—tF
A=+H817"1@A : 1,396,000 T) &
3,680,000/ 7T (HE —T—+F A=+
B 1E/<f8 A : 3,409,000/ 7T) o Al A
[ERERAA] R TBAS] -

RZZ-NEXA=+H Kx&EBHZ+
R BF AP EHEY (KRB K A20
FEBEL0FE) HA UWAESER L LIEF
(ERBRITIREMNBRITRENIDER)
RE#(E /423,912,000 T (W-Z—+
F+-A=+—H : 24,400,000 7T) °

R-ZBE—-—NEXA=10  KEBEFAK
Ehk#EeBEs ERnEHERE 2 ETE
EEBRER(E 51,739,000 7T (R—F—+
F+-HF=4+—H :1,712,000&7T) °

Interim Report 2018 B SR 2

53



54

TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | 2 TXE 75 EHRA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

13 FINANCIAL ASSET AT FAIR VALUE THROUGH
PROFIT OR LOSS

13 BRAVEFAERZRNEMEE

As at As at
30 June 31 December
2018 2017

R-ZB-NE RIZT—LF
NA=+H +-A=+—H

HK$'000 HK$°000
FET FHET
(Unaudited) (Audited)
(REEZ) (#e2z)
Unlisted LT
- Key man insurance contract -EERBEY 2,695 2,651

The financial asset at fair value through profit or loss
represented the investment element of the key man
insurance purchased for Mr. Kwan Tak Sum Stanley, an
Executive Director of the Company up to 25 May 2018.

As at 30 June 2018, the carrying amounts of financial
asset at fair value through profit or loss pledged as
security for the Group’s bank loan outstanding amounted
to HK$24,000 and (31 December 2017: HK$168,000).
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BAFEAABRERNEREERLART
WITEFRARAEE (BE-_ZT—/\Fh
A=—+hB) MEEZERRMNKRETE -

RZFE-\FAA=ZTR  ERAEER
ERRTEFER RO R DT E ABRR
R & B A E IR E 824,000 7T R (R
—E—LtF+ZA=+—H :168,000%8
L) °
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TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | B T E 7 £EHERA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AN E R

INVENTORIES 14 FE&
As at As at
30June 31 December
2018 2017
RZB-NE RT—+F
RA=+H +=ZA=+—H
HK$°000 HK$:000
FEr FEr
(Unaudited) (Audited)
(REgEi%) (Je2|i%)
Raw materials R 145,369 122,370
Work in progress &M 37,604 28,354
Finished goods BUAK A 6,802 3,647
Goods in transit TEER 4,137 1,226
193,912 155,597

The cost of inventories recognised as expenses and
included in “cost of sales” amounted to HK$244,658,000
for the six months ended 30 June 2018 (six months
ended 30 June 2017: HK$208,951,000). A provision for
impairment of inventories of HK$484,000 was recognised
in “other operating expenses, net” for the six months
ended 30 June 2018 (six months ended 30 June 2017:

HK$1,407,000).

BE-Z—/\EXA=Z+tHItAEAR ¥
RAERI WA THEHERS] WFEERAN
£244,658,0008 T (BHEZE—tF
A=+H8I1tXEA : 208,951,000 7T) °
BE_2—N\FAA=Z+HLESEAR
REEE2ERERANERE [EMELH
SR MFERERE A484,0008 T
(BE-_Z—tHFAZ+HLEAEA:
1,407,000/ 7T) °

TRADE AND OTHER RECEIVABLES 15 ESRHMEWVFIE
As at As at
30June 31 December
2018 2017
RZE—N\EF RZE—+F
AA=+H +ZA=+—H
Note HK$000 HK$000
it FET FET
(Unaudited) (Audited)
(REEEZ) (5%)
Trade receivables B 5 WA 106,485 138,767

Less: allowance for impairment B B SRR R ERE

of trade receivables - -
Trade receivables — net B S EWEIE — 5 (a) 106,485 138,767
Other receivables H b fE W FRIA 293 519
Interest receivables FELTR 2 = 59
106,778 139,345
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

15 TRADE AND OTHER RECEIVABLES (continued)

(a)

Trade receivables were arising from trading of
electronic products. The payment terms of trade
receivables granted to third party customers ranging
from full payment before shipment to 75 days from
end of month. As at 30 June 2018 and 31 December
2017, the aging analysis based on invoice date of the

15 EFREMEBWEE (2)

() BZERKFAXBEESETEM -
BYE=N"EFPNEZEREEDN
NHRBAR-—RBEENZHNARE
A#E®ISRK R=ZT—NF XA
=tER-ZE—tHF+-A=1t—
B REZZEHNEZRKFIA

trade receivables is as follows: RERDMTAT ¢
As at As at
30June 31 December
2018 2017
R-E—N\F RZZT—+F
~AA=+H +=ZA=+—H
HK$°000 HK$°000
FET FET
(Unaudited) (Audited)
(RigEZ) (EZ)
Below 30 days 30RUAT 57,600 59,633
Between 31 and 60 days 31E60K 32,698 SiR377:3
Over 60 days 60K A E 16,187 27,811
106,485 138,767

Trade and other receivables are past due when a
counterparty has failed to make a payment when
contractually due.

As at 30 June 2018, trade receivables of
HK$90,917,000 (31 December 2017: HK$112,347,000)
were not yet past due.

As at 30 June 2018, trade receivables of
HK$15,568,000 (31 December 2017: HK$26,420,000)
were past due but not impaired. The Group has not
provided for impairment loss at end of the reporting
period (31 December 2017: nil) because there was no
significant change in credit quality and the amounts
are still considered recoverable.
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EHFHTERA QIR AKX
B B REMBERFERERS
5 -

R-_ZE—NFA=+H 5
N E b fE Y 3K 1890,917,0007% JT
(ZE—tF+A=+—8:
112,347,000 7C) imAEHA ©

RZE—N\FXA=ZTH EHE
U 3% 1815,568,00058 7T (B =& —
+tF+ A =+—H:26,420,000
BT HE BB W ERE o N
LHR AEEVEASLFIRBE
BE(ZE—+tF+=-A=+—8":
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TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | B T E 7 £EHERA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AN E R

15 TRADE AND OTHER RECEIVABLES (continued)

(a)

(continued)

Trade receivables that were past due but not
impaired relate to a number of independent
customers for whom there is no significant financial
difficulty and based on past experience, the overdue

15

EZREMmERE ()

(@) (&)

B8 BB I R E 2 B 5 I8 WA
HEZVEBAMBRENBLE
FAR REBELR  ATRDEZ
FBMFOR - R FRYGANKRER

amounts can be recovered. The aging analysis of DT
these receivables is as follows:
As at As at
30June 31 December
2018 2017
R=ZB-N\E R-T—+LF
ARA=+H +ZA=+—H
HK$°000 HK$°000
FET FHETT
(Unaudited) (Audited)
(RieERZ) (ER)
Past due by: pieE
Below 30 days 30RMAT 11,658 23,581
Between 31 and 60 days 31E60XK 1,352 &
Over 60 days 60K A £ 2,558 2,266
15,568 26,420

The carrying amounts of the Group’s trade

AEEEZRWRZREENT

receivables are denominated in the following Bl EHEEE -
currencies:

As at As at
30June 31 December
2018 2017
R=Z—NF RZE—+F
ANA=+H +=ZH=+—H
HK$000 HK$'000
FET FEIT
(Unaudited) (Audited)
(RigEZ) (J&FEZ)
Great British Pound HEE 32 -
HK$ BT 589 -
RMB AR 4,263 7,422
Uss$ ETT 101,601 131,345
106,485 138,767
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

15 TRADE AND OTHER RECEIVABLES (continued)

(a)

(continued)

The creation and release of provision for impaired
receivables have been included in “other
operating expenses, net” in the interim condensed
consolidated statement of comprehensive income.
Amounts charged to the allowance account are
generally written off, when there is no expectation
of recovering additional cash.

The carrying amounts of trade and other receivables
approximate their fair values as at 30 June 2018 and
31 December 2017.

The maximum exposure to credit risk at the reporting
date is the carrying value of each class of receivable
mentioned above.
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16 RESTRICTED BANK DEPOSITS AND BANK AND

TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | B T E 7 £EHERA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

CASH BALANCES

ERERE M AR

16 ZRHFBITERARBRITRRSLEER

As at As at
30June 31 December
2018 2017

R=B-—N\&F RZF—+F
~A=tR +ZA=+-8

HK$’000 HK$'000

FET FET

(Unaudited) (Audited)

(REEEZ) (feEZ)

Restricted bank deposits (note (a)) ZMRBIERTFR () 8,097 8,084
Time deposit up to three months AE=1E A s A TR EBITER 90,368 90,000
Bank and cash balances RITMIR ek 78,681 71,626
169,049 161,626

(a) The Group’s restricted bank deposits represented (a) AEENZRHBITERASFEHRR

(b)

deposits pledged to banks to secure banking
facilities granted to a subsidiary of the Group as set
out in note 23 to the Interim Financial Information.

The carrying amount of cash and bank balances and (b)
restricted bank deposits are denominated in the
following currencies:

RITHFR - RIERART K E
FLH T 23T 8 R T AN R B — KB
DR ZIRTTRE 2 3 -

AREBIRITRIR SRR ZRHR
TEFRHREE T EBHE

As at As at
30 June 31 December
2018 2017

RZE—N\EF RZE—+F
NAB=+H +ZA=+—H

HK$°000 HK$000

FET FET

(Unaudited) (Audited)

(REEEZ) (Ke®iz)

HK$ BIT 140,669 149,154
uUs$ ETT 19,881 13,866
RMB AR 14,680 6,656
EUR BT 1,894 12
Other currencies Ehgk 22 22
177,146 169,710
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E M RN M

16 RESTRICTED BANK DEPOSITS AND BANKAND 16 ERFETERRBITIRBEESER

CASH BALANCES (continued) (%)

(c) Cash, cash equivalents and bank overdrafts (c) BMAHERAGERSRERMS
included the following for the purpose of the interim RAEERERBRESEBYRRTE
condensed consolidated statements of cash flows: XBEATIER

As at As at

30 June 30 June

2018 2017

R=B-NF RIT—+F

ANA=+H ~NA=+H

HK$°000 HK$000

TFET TFET

(Unaudited) (Unaudited)

(REgE&EZ) (CREggEEZ)

Time deposit up to three months  AEI=1E A s LA T E HiTE K 90,368 =
Bank and cash balances RITNMIB 8 78,681 38,971
Bank overdrafts RITBEX (373) (293)
Cash and cash equivalents, net  BR& MRS EEWFE 168,676 38,678
The restricted deposits, time deposit up to three RZE—NEXNA=1+H ' ZEHFH-
months, and bank and cash balances are at fixed EBEH=@AAKUN TN ESBER R
interest rate range from 0.01% to 1.50% per annum MRS EHTVIRETENESHE.01%E
as at 30 June 2018 (31 December 2017: 0.01% to 1.50% 8 (RZT—+F+=_A=+—
1.04% per annum) and therefore are subject to fair H: EFEREE0VI%E.04%) + H Ik

value interest rate risk. EmEEE A EEF RR R o
17 TRADE AND OTHER PAYABLES 17 B RHEMENRE

As at As at

30June 31 December

2018 2017

RZB-NE RIZT—+F

AA=+H +ZA=+—H

Note HK$°000 HK$000

Hiit TFHET T

(Unaudited) (Audited)

(REgERZ) (&%)

Trade payables B 5 ENIE () 85,765 93,952

Trust receipts ERIE 46,566 47,491

Accruals and other payables FEET I B Ath FE AT 5RIE 17,136 18,839

Sale deposits received BWEHERT S 4,196 2,883

153,663 163,165
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

17 TRADE AND OTHER PAYABLES (continued)

(a)

The credit terms of trade payables granted by the
vendors generally range from full payment before
shipment to net 180 days. The aging analysis of
trade payables based on invoice date is as follows:

ERERE M AR

17 ESREMENSRE ()

(a)

EORTHESERNFEANEES
—RAHERERNRERER180
AAFTE - REZZAHNES
FENFIRRRER DOAMTIAT

As at As at
30 June 31 December
2018 2017

R-B-NF R-T—LF
~A=+tA +-A=t+-H

HK$'000 HK$'000

FET FET

(Unaudited) (Audited)

(REEEZ) (&&#E%z)

Below 30 days 30 KA 41,848 47,423
Between 31 and 60 days 31E60X 38,205 40,485
Over 60 days 60K 5,712 6,044
85,765 93,952

The carrying amount of the Group’s trade payables
are denominated in the following currencies:

(b)

AEBEEZEMNFIBZREERT
JIEHEHE

As at As at
30 June 31 December
2018 2017

R=Z2-N\F RIFT—LtF
~A=tA +-A=t+-8

HK$'000 HK$000

FET FET

(Unaudited) (Audited)

(REFEZ) (&E%)

HK$ BT 16,314 16,810
us$ ETT 31,329 37714
RMB AR 34,251 31,870
EUR BT 2,639 6,672
Other currencies HEH 1,232 886
85,765 93,952
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

18 BORROWINGS 18 f&X
As at As at
30June 31 December
2018 2017
R-ZBE-NF RZZ—tF
NA=+H +Z-A=+—H
Note HK$'000 HK$'000
k3 FET FET
(Unaudited) (Audited)
(REEHEZ) (& Z)
Profits tax loans MEHER (a) 5,960 14,787
Term loans TFEHIER (a) 29,986 3,039
Insurance premium loan REBEN (a) 24 168
Revolving loan BIREMN (a) 10,000 -
Bank overdrafts RITEX 373 -
46,343 17,994

The Group’s borrowings were repayable as follows (without

AEBENBREER

AT (REFRTX

taking into account the repayable on demand clause as M1k (a) Pt it iR ESKEEIERK) -
detailed in note (a) below):
As at As at
30June 31 December
2018 2017
R=ZZE—NF RZZT—+1F
AA=+H +=ZA=+—H
HK$000 HK$000
FET FET
(Unaudited) (Audited)
(RE&EZ) (K2 %)
Within 1 year 1FR 46,343 17,082
Between 1 and 2 years 1824 - 912
46,343 17,994
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

18 BORROWINGS (continued)

(a)

(b)

As these loans include a clause that gives the lender
the unconditional right to call the loans at any
times (“Repayment on Demand Clause”), according
to HK Interpretation 5 “Presentation of Financial
Statements - Classification by the Borrower of a
Term Loan that Contains a Repayment on Demand
Clause” which requires the classification of whole
term loans containing the repayment on demand
clause as current liabilities, these loans were
classified by the Group as current liabilities.

As at 30 June 2018 and 31 December 2017, the total
borrowings pledged by certain assets and their
carrying values are shown as below:

ERERE M AR

18 B (&)

(a)

(b)

HRZEERBRE - BERETE
RABRGHENETANRBEDE
R (TREREEKER]) - REFE
REFOW [MBRRMIIE — 55K
ABBEEABEREREEERZE
HER 2] EREBE AR
EREEGRFNEZHERSBRR
BEE ZFERTHLAKEER
SRBEIE -

RZE—NFNAZ+BER-_ZT—
tF+-_A=+—H UETEE
EEHNRERMERBES =W
T

As at As at
30 June 31 December
2018 2017
R=—F—N\F RZE—tF
AA=tHR +ZA=+—H
HK$’000 HK$000
FET FET
(Unaudited) (Audited)
(REgEEZ) (fe&Z)
Property, plant and YE - BE kA (FRE12)
equipment (note 12) 23,912 24,400
Financial asset at fair value through 1R AFEF AEZRE 2 S/
profit or loss (note 13) BE (MFE13) 2,695 2,651
Restricted bank deposits (note 16) R HIRITIERR (Kt5E16) 8,097 8,084
34,704 35,135
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

18 BORROWINGS (continued) 18

(b) (continued)
The exposure of the Group’s borrowings to interest

&= (&)

(b) (%)

AEEBEFRNEREHROF K&

rate changes and the contractual repricing dates HRAREHEELHROT
at the end of each reporting period are as follows:
As at As at
30June 31 December
2018 2017
R=Z-N\F NZE—+45F
ARA=+H +=ZA=+—H
HK$ 000 HK$°000
FET FAET
(Unaudited) (Audited)
(R EZ) (18 &E%)
Within 1 year 1N 46,343 17,994

The fair value of current borrowings equals their
carrying amount, as the impact of discounting is
not significant.

The effective interest rate of bank borrowings is
3.94% per annum for the six months ended 30 June
2018 (six months ended 30 June 2017: 3.91% per
annum).

The carrying amounts of the Group’s borrowings are
denominated in the following currencies:

HRTRFELIFEXN - BIHER
Z R EEERmERS -

BE_ZT-N\FRA=1THIERX

il A - |17

MEBRFEMNEL

3.94% (BE-_ZE—+EA=1H
LERER - FRE3901%) o

AEBBRZREENATIIEEHE

As at As at

30June 31 December

2018 2017

R=ZE—N\F RZE—+F

~NA=+H +=-A=+—H

HK$'000 HK$'000

FEIT FEIT

(Unaudited) (Audited)

(REEEZ) (f&E=Z)

HK$ BT 46,319 17,826
us$ e 24 168
46,343 17,994
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- NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
A 4R 4 R H B IS R B 5T
18 BORROWINGS (continued) 18 B (&)

The Group has the following undrawn borrowing facilities:

AEE B T HARZREERBER

65

As at As at

30June 31 December

2018 2017

R-ZE—N\F RZE—tF

NA=+H +=ZA=+—8H

HK$’000 HK$°000

FET FET

(Unaudited) (Audited)

(REEHE=Z) (K #iz)

Expiring within one year A1 EREER 78,674 106,621

19 FINANCE LEASE PAYABLES 19 BEHREEMNFIE

As at As at

30June 31 December

2018 2017

R-ZE—N\F RZZE—+F

AA=+H +ZH=+—H

HK$’000 HK$'000

FET FEIT

(Unaudited) (Audited)

(REEEZ) (%)

Gross finance lease liabilities mEHEaEeE
- minimum lease payments - REHEENK

Within 1 year 16K 1,397 1,913
Future finance charges on finance lease ~ RIEHEEHNAKFE T H (35) (64)
Present values of finance lease liabilities RIEHEBEMNIRE 1,362 1,849

AEBEH 2 REERLS PR —F—/\
FAASTAR-E—tET-A=+—
A2 ATEIEE -

The carrying amounts of balances of the Group
approximate their fair values as at 30 June 2018 and 31
December 2017, respectively.

BEMEHETHENEERRE RIS
R-EBE—-N\EXA=1+H FHHEBRAE
4F (RZE—+F+ZA=+—H:4
F) BERENERAE350% (R -T—+HF
+=—A=+—H : £FF3.50%) °

Assets arranged under finance leases represent plant
and machinery. The average lease term is 4 years (31
December 2017: 4 years) with effective interest rate of
3.50% per annum as at 30 June 2018 (31 December 2017:
3.50% per annum).
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION A
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20 SHARE CAPITAL 20 BRA

As at 30 June 2018 As at 31 December 2017

(Unaudited) (Audited)
RZEB-—NFEXRA=+H RZE—EF+-A=+—H
(REEZK) (f& &%)
Number Number of
of shares Amount shares  Amount
BoEE k| S d= &5
HK$000 HK$000
FET FET
Issued and fully paid CRERHRE
At beginning of period/year W ER¥]/ E 4] 1,000,000,000 281,507 2 145172
Issue of bonus shares BITHIAR
(note (a)) (Mf3E(a)) - - 749,999,998 -
Issue of shares by public BRAFEERT
offering (note (b)) Bfn (HE3E(b)) - - 250,000,000 136,335
At end of period/year RHEIR EXR 1,000,000,000 281,507 1,000,000,000 281,507
Notes: et -
(a) Pursuant to the shareholder’s resolution dated 27 October 2017, (8 WBEBBHA-Z—+tF+AZ+EANRE

RER - AEE SN R B R ET REE
749,999,998/% [ 10 + W ABRS| BB KD -
MERKRHES T BEEREETHRERG
ZHRFHAL

749,999,998 shares were issued and allotted to Trio Holding
without payment and credited as fully-paid shares, each ranking
pari passu in all respects with the then existing shares in issue.

BERPRA-Z—tFTA-TLENBRRR
BERCRIE—LEFT-AZT=ZRANUARHE

(b) Pursuant to the shareholder’s resolution dated 27 October 2017, (b)
250,000,000 ordinary shares, representing 25% of the Company’s

21

enlarged issued share capital, were issued by way of the public
offering on the Main Board of the Stock Exchange at a price of
HK$0.62 per share on 23 November 2017. The gross proceeds
received by the Company after deducting the capitalised listing
expenses were approximately HK$136,335,000. Dealings in the
Company’s shares on the Main Board of the Stock Exchange
commenced on 23 November 2017.

EQUITY-SETTLED SHARE-BASED PAYMENT
TRANSACTION

Pursuant to written resolution of the then shareholder
passed on 27 October 2017, the Company adopted a Share
Option Scheme (the “Scheme”). The terms of the Scheme
are in accordance with the provisions of Chapter 17 of
the Listing Rules.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AN E R

21 EQUITY-SETTLED SHARE-BASED PAYMENT 21 UEZLERKROAERSRHR

TRANSACTION (continued) 2 (%)

The Scheme is a share incentive scheme established to ZETE R —IERMDEEETE - DAKREM
recognise and acknowledge the contributions eligible BEESERREEHNAEEMEER MR
participants have made to the Group. The Scheme is valid oo ZETEIRIERRRAERREAE LIRT
and effective for a period of ten years commencing on the b - BRIBZET IR B Bk + F BAfAE
date of the adoption of the Scheme, unless terminated BRRAMS -

earlier by the shareholders in a general meeting.

Participants may include: (i) any director, employee, ZEEAEE  ()VAEEERKE AT
consultant, professional, customer, supplier, agent, REBERBEFPEZOAEHZA RN
partner or adviser of or contractor to any member of the BARMAEMES - EE - B FEA
Group or a company in which the Group holds an interest B 8P ftEy - RE &8 ANESR
or a subsidiary of such company (the “Affiliate”); (ii) AN EpE ((BBAL]D  (DEBBR
the trustee of any trust the beneficiary of which or any HZAPREASEEHAKE AT ERE
discretionary trust the discretionary objects of which £ BB EBE BEAB TP fiE
include any director, employee, consultant, professional, BRI ERBA BRASENIRE S
customer, supplier, agent, partner or adviser of or B AT EMEEREEETHNIFTA
contractor to any member of the Group or an Affiliate; F(iNAEEFE K E AR ERES
or (iii) a company beneficially owned by any director, BB - Bl -ZXEAE TP - #ES.
employee, consultant, professional, customer, supplier, RIE - BRBA - FBRASERPES B A
agent, partner or adviser of or contractor to any member TESEENRA -

of the Group or an Affiliate.

As at 31 December 2017, the total number of shares RZZB—+tF+-A=+—80  BEZ:
available for issue under the Scheme was 70,000,000, SR ETTRIAR 19 42 804570,000,0008%
representing 7% of the issued share capital of the HERRNRADBEITRATY o BIEZET
Company. The aggregate number of shares which may be B RARRMEMEMBRETE 2R LM
issued upon exercise of all outstanding options granted A TATER P RITR B AR T (R 7]
and to be exercised under the Scheme and any other share BITHRMDBE - GHTEBBARAFTRN
option scheme of the Company, must not in aggregate ETTEHREBEITRMD10% © %10% LR
exceed 10% of the Company’s shares in issue as at the AEERF R AN A R R R A& _EH & T
Listing Date. The 10% limit may be refreshed at any time TLAER - WRBZETERAARMERE
by obtaining approval of the Company’s shareholders in B AR BT B G IR L M P B BB AR A 1T
general meeting provided that the total number of the FrAl TEITHARRIRMDEE - T5HA
Company’s shares which may be issued upon exercise of RRARNEF LRESE B HRE 21T
all options to be granted under the Scheme and any other 710% °

share option scheme of the Company, must not exceed
10% of the Company’s shares in issue as at the date of
the approval of the refreshed limit.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS P B E R M

21

EQUITY-SETTLED SHARE-BASED PAYMENT
TRANSACTION (continued)

The number of shares issued and to be issued in respect
of which options granted and which may be granted to any
individual in any 12-month period up to the date of the
grant, shall not exceed 1% of the shares of the Company
in issue. Any further grant of options in excess of this
limit must be separately approved by the Company’s
shareholders in a general meeting with such grantee and
his/her close associates abstaining from voting. Any grant
of an option to a Director, chief executive or substantial
shareholder of the Company (or any of their respective
associates) must be approved by the independent non-
executive Directors (excluding any independent non-
executive Director who is the grantee of the option).

Where any grant of options to a substantial shareholder of
the Company or an independent non-executive Director (or
any of their respective associates) will result in the total
number of shares issued and to be issued upon exercise
of all options already granted and to be granted to such
person under the Scheme and any other share option
scheme of the Company (including options exercised,
cancelled and outstanding) in any 12-month period up to
and including the date of grant representing in aggregate
over 0.1% of the shares in issue and having an aggregate
value, based on the closing price of the shares at the
date of each grant, in excess of HK$5,000,000, such
further grant of options is required to be approved by
shareholders at a general meeting of the Company, with
voting to be taken by way of a poll.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

EQUITY-SETTLED SHARE-BASED PAYMENT
TRANSACTION (continued)

Upon acceptance of an option to subscribe for shares,
the eligible participant shall pay HK$1 to the Company
as consideration for the grant. The subscription price
of a share subject to options granted under the Scheme
shall be a price determined by the Board and notified to
a participant and shall be at least the higher of:

(i)  theclosing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of the
grant of the option; and

(i) the average closing price of the shares as stated in
the Stock Exchange’s daily quotations sheets for the
five trading days immediately preceding the date of
the grant of the option.

The movement in the number of share options under the
Scheme during the six months ended 30 June 2018 is as
follows:

21

ERERE M AR

UESEERROBERMTRIR
5 (&)

REE AR REBIR D VB ARIER - A BERE
HEBMARAZMBITEARRIEL
BRE - BIRZTEREBREMRS R
RO REERSRESGET T M2 H
EMENER  TERKDHEENUATES
%

(i) BMXMEBARE i’%ﬁﬁﬂ’\ﬂxfﬁﬁ/\&ﬁ
FERE R e (E

(i BMXMEARERATBRONER
BHBREASNAAERS B HF
BUTHE -

@I—? Aiﬂﬂ +H¢A1ﬂ’§
STEITERES B Z8T :

Exercise Outstanding  Granted Exercised Lapsed  Outstanding
price  at1January during during during  at30June
Date of grant (note) 2018 the period the period the period 2018
RZE-N§ RZE-NF
%8 -R-H ~A=1H
RigH (M) KTE HARE HAEAE  BRAN KT
HKS$
AT
Executive Directors
BITEE
Mr. Lai 28 December 2017 0.954 7,000,000 S S S 7,000,000
REk “E-tF+tZAZtNR
Mr. Tai 28 December 2017 0.954 7,000,000 S S S 7,000,000
1l ZE-tF+tZAZtN\A
Mr. Mac Carthy 28 December 2017 0.954 6,000,000 S S S 6,000,000
Mac Carthy %4 “E-t+E+ZAZTNA
Other eligible participants 28 December 2017 0.954 10,000,000 = - (300,000 9,700,000
AftaERSEE “E—t¥+-A-t/\R
30,000,000 = - (300,000) 29,700,000
Weighted average exercise price HK$0.954 HK$0.954
METETEE 0.954/87C 0.95487

Note: The closing price of the share immediately before the date on which
the share options were granted was HK$0.95.

Bret - BEREHERER SRR O KT ER0.958

JC °
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21

22

EQUITY-SETTLED SHARE-BASED PAYMENT
TRANSACTION (continued)

Of the total number of options outstanding at the end of
the reporting period, no share options had vested and
were exercisable at the end of the reporting period (six
months ended 30 June 2017: nil).

The options granted on 28 December 2017 with an
exercise price of HK$0.954 per share, are vested for a
period of three years immediately after the date of the
grant. Options granted are exercisable after three years
but not exceeding ten years from the date of the grant.

Share-based compensation expenses of HK$1,838,000
were charged to the interim condensed consolidated
statement of comprehensive income for the six months
ended 30 June 2018 (six months ended 30 June 2017:
HKS$Nil).

DEFERRED INCOME TAX

Deferred income tax is calculated in full on temporary
differences under the liability method using a principal
taxation rate of 16.5% for the period ended 30 June
2018 (six months ended 30 June 2017: 16.5%). The net
movement on the deferred income tax liabilities, arising
from accelerated tax depreciation is as follows:

21

22

A SRR G BRI R

BEREHRRTENBRECBES
BEBREN RS R EEBRAITE -
(BE-_Z—tFRA=TBHLEREAR:
&)

RZZE—tF+AZ+N\BREMmMITE
BRER0.954B T BIRE - IR ERE
RERRR=FHMER - MRENER
BN BB = FRETBEETF
A RARITTHE

VARR 15 B ELRE A9 2R B 79 21,838,000/ 7T
B AEBZE=_ZE—\FAA=Z+HLAHE
A SRR cakEREE 2 —
+tERNAZFTHIEANEAR &) o

EIEFTSH
HE-_ZT—-N\FANA=+HILHH BT
FISR A EERENEE EERIR
FEBERICENTH (BHEZZT—LFS
A=+HIEANEA :16.5%) - RIIERE
BEINESRMELEFMSHAaGFEH M
T

Six months ended 30 June
BEAA=1+RHILXEA

2018 2017

—E-N\F —E—+F

HK$'000 HK$'000

FEIT FET

(Unaudited) (Unaudited)

(RE&EZ) (REgEZ)

At beginning of the year F7) 3,705 3,712
Credit to equity AR (55) (16)
At end of the period HAR 3,650 3,696

The net deferred income tax liabilities are expected to be
settled after more than 12 months.

Deferred income tax liabilities of HK$3,245,000 as
at 30 June 2018 (31 December 2017: HK$3,869,000)
have not been recognised for the withholding tax that
would be payable on the unremitted earnings of certain
subsidiaries. Unremitted earnings as at 30 June 2018 is
HK$64,900,000 (31 December 2017: HK$77,371,000).

Interim Report 2018 AR #i%R &

BEEMBHRAEFRBEASEBR T =@
HI&#ES »

RZZBE—NEXA=1+H " MABETH
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Fr 58 % 8 153,245,000 0 (R - —+
F£+-H=+—H :3,869,000%& ) °
R-ZEBE—NEXNA=THEHRELENA
64,900,000 7T (RZE—tF+=A=
+—8 : 77,371,000 7T) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

23 BANKING FACILITIES

(a)

(b)

At 30 June 2018, the Group had banking facilities
totalling HK$206,000,000 (31 December 2017:
HK$206,000,000) granted by three banks (31
December 2017: three banks). These facilities were
secured by the leasehold land and buildings of the
Group, financial asset at fair value through profit
or loss of the Group, fixed deposits placed in two
banks, and a corporate guarantee from the Company.

The Group’s borrowings and obligations under
finance lease (note 19) of HK$1,362,000 as at 30
June 2018 (31 December 2017: HK$1,849,000)
were secured by plant and equipment of the
Group, a guarantee executed by the Hong Kong
Special Administrative Region Government, and the
corporate guarantee from the Company.

24 COMMITMENTS

(a)

Capital commitments
Capital expenditure contracted for at the end of the
reporting period but not yet incurred is as follows:

ERERE M AR

23 RITHME

(@ RZZE—NEFEXA=1+H £5£H
DRBEE ZREBFTZEITHE (B
—T—+FE+_A=Z+—H: =K
8 17) © A& £ A206,000,000% JT
(R=ZE—+tF+=-_A=+—8":
206,000,000/ 7T) - BB E A A
EENHEELTHRETFT  AEEIR
AFEAABEEZEMEE 77
PRRBIHEHEREREE AR
AW EERERA o

(by AEBR-_Z—NFA=Z+BR
BEMRE (Ms19) BRZEREE
7% 741,362,0008 7L (RZE—+F
+=-—A=+—H 1,849,000/ 7T)
HESHREEMNEREKREARD
AMCEERIEAEBZEHE KX
TR -

24 FRIE

(a) BAKIE
REEDHREER BIINERELE
MEARFESZT :

As at As at

30June 31 December

2018 2017

R-ZE—N\F RZE—tF

AA=+H +ZA=+—H

HK$000 HK$'000

FET FET

(Unaudited) (Audited)

(RigEZ) (J&FEZ)

Property, plant and equipment M - BERRE 2,867 23
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E M RN M

24 COMMITMENTS (continued)

(b)

Operating lease commitments — as a lessee

The Group leases staff dormitory, warehouses,
offices, and car parking spaces under non-
cancellable operating lease agreements. The lease
terms are between one to three years, and the
majority of lease agreements are renewable at the
end of the lease period at market rate.

The Group also leases various warehouses
and factory under cancellable operating lease
agreements. The Group is required to give a
six-month notice for the termination of these
agreements.

The total future minimum lease payments
under non-cancellable operating lease for the
manufacturing premises are payable as follows:

24 EiE ()

(b)

REBERE - EREBEA
AREBERENAIHGE 2 ELHEW
ZHEBETRES RE WA=
BB - HERNTF—E=F - K
MoMEHZENEERRATRET
BE%-

AEETTRBEAIHEZKEEHE W
ZHEZEEERTIMR AEEB
RIPEEHAE R NEABA

MBERFATRE T OB & E M
EXRRENREEAENRKEBEEDN
T

As at As at

30June 31 December

2018 2017

R-E—NF RZE—+F

AA=+H +ZA=+—H

HK$000 HK$°000

FET FET

(Unaudited) (Audited)

(REEHEZ) (EEZ)

Within one year —&FR 1,535 1,421
In the second to third years, inclusive RNE_ZF=F (R

MEBIEEA) 1,149 1,135

2,684 2,556
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AN E R

NOTE TO THE

CONSOLIDATED STATEMENT OF CASH FLOWS

Reconciliation of profit before income tax to cash

generated from operations:

INTERIM CONDENSED 25 HHISHHGASHERERMTE

FRETS A E N S L PSR S ¥ AR

Six months ended 30 June

BEAA=tTHILEAREA

2018 2017
—E-N\F —E—+F
HK$’000 HK$000
FAET FET
(Unaudited) (Unaudited)
(REgEZ) (REgEZ)
Cash flows from operating activities RETHFMEBRERE
Profit before income tax R PT1S T A& A 14,693 36,861
Adjustments for: T EIEAE -
Bank interest RITHE (328) (20)
Amortisation B 6 6
Depreciation e 5,093 4,805
Finance costs BB R AR 5,681 4,490
Gain on derivative financial instruments #1744 & T AUk - (144)
Equity-settled share-based payment DARE R 5 IR 1 A A
expenses X 1,838 -
Loss on disposal of property, plant and HEME  BEREE
equipment E1E = 28
Provision for impairment loss on FERBEBERE
inventories 484 1,407
Obsolete inventories written off PR ETF EHH 395 =
Fair value gain on financial asset at fair R A F{ET ABRIERD
value through profit or loss SREEMNLFERE (44) (24)
Operating profit before working capital LEESEHATHLE
changes Y Al 27,818 47,409
Increase in inventories FEEM (39,193) (21,281)
Decrease in trade and other receivables B 5 & EH i & U 7k 38 > 32,567 4,861
Increase in prepayment and deposits AR FRIBRIR SN (2,472) (5,776)
(Decrease)/increase in trade and other B 5 REMERRIE
payables (R A), /& (9,503) 60,450
Net cash generated from operations REMBRELFH 9,217 85,663

Interim Report 2018 B SR 2

/3



TRIO INDUSTRIAL ELECTRONICS GROUP LIMITED | 2 TXE 75 EHRA A

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E M RN M

26 RELATED PARTY TRANSACTIONS 26 BHAIRS
Compensation of key management personnel of the RAEEFXZEEREEASNHEE BEES
Group, including Directors’ remuneration, is as follows: BEHMET -

Six months ended 30 June
BZA<A=1+HIEAEA

2018 2017
—B-N\F —E—+tF
HK$000 HK$000
FHEIT FEIT

(Unaudited) (Unaudited)
(REEEZ) (REEEZ)

Directors’ fees EZHSe 360 300
Salaries, allowances, and other benefits %% - 2By R HAMIBH 6,925 6,543
Employer’s contribution to a retirement 1B ¥TRRIBAIET 2IE9 4 3%
benefit scheme 791 766
Equity-settled share-based payment NEREERRNDAER 2
expenses e 1,242 -
9,318 7,609
27 CONTINGENT LIABILITIES 27 RAREE
The Group did not have any material contingent liabilities N_ZE—N\FRA=1TH "EFIEFT
as at 30 June 2018 (31 December 2018: nil). MEXRSAREBE (ZE—+F+_A=1+
—B &)

28 APPROVAL OF |INTERIM FINANCIAL 28 ®HEBBEERHESB

INFORMATION

The Interim Financial Information of the Group were REBWMTEHMKERCEEIRA-Z
approved and authorised for issue in accordance with a —N\FNAZTHEMNESSARBAK
resolution of the Board of Directors on 24 August 2018. I RERRT -
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY OR ANY OTHER ASSOCIATED
CORPORATIONS

As at 30 June 2018, the interests and short positions of
the Directors and the chief executive of the Company in the
shares, underlying shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) (i) which were
required, pursuant to Section 352 of the SFO, to be recorded
in the register referred to therein; or (ii) which were required to
be notified to the Company and the Stock Exchange pursuant
to Model Code contained in Appendix 10 to the Listing Rules,
were as follows:

OTHER INFORMATION H#{Z 8

EERFTETBRAERAQAFHEMHE
B EERD - HEROREEEN
RBENKR

R-ZBE-N\FERNA=1TH EERARATE
TTBRAEBRARRHEBEEE (EERES
REEGRE ((RERBEHEG ) FEXVEL) AR
0~ AR NEERE T HEAREES &
B 1R PI £ 35 2B LSRN IR AT B RE M A0 i a2
Koka -+ (iR B LR R 8+ PR 2 <T
AIZERE AR R MR eV s SORB T

Percentage of
shareholding in
the Company’s

Number of Shares/ issued share

Name of Directors Nature of interest underlying Shares held capital

EARRDH

RS ERITRAZ

Bl ERME HHEAR G & E RIER DL

Tai Leung Lam (“Mr.Tai”)  Interest in controlled corporation 750,000,000 (L) (Note 2) 75.0%

R (TEEE]) REEEENE R 750,000,000 (L) (H#5E2) 75.0%

Beneficial owner 7,000,000 (Note 3) 0.7%

EmlAA 7,000,000 (Ff#3E3) 0.7%

Lai Yiu Wah (“Mr. Lai”) Interest in controlled corporation 750,000,000 (L) (Note 2) 75.0%

R ([REE]) REEEEN R 750,000,000 (L) (F#5£2) 75.0%

Beneficial owner 7,000,000 (Note 3) 0.7%

EmEAA 7,000,000 (Ff13£3) 0.7%

Joseph Mac Carthy Interest in controlled corporation 750,000,000 (L) (Note 2) 75.0%
(“Mr. Mac Carthy”)

Joseph Mac Carthy RZ I AB R RS 750,000,000 (L) (FffzE2) 75.0%

( [Mac Carthy5t4| )  Beneficial owner 6,000,000 (Note 3) 0.6%

BEnERA 6,000,000 (Fff&E3) 0.6%
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OTHER INFORMATION H {5 5

Notes:

Save

The letter “l” denotes a long position in the shares of the Company (the
“Shares”).

These Shares are held by Trio Industrial Electronics Holding Limited (“Trio
Holding”). Trio Holding was owned as to 32.5%, 32.5%, 17.5% and 17.5%
by Nawk Investment Inc. (‘Nawk Investment”), LLT Investment Inc. (“LLT
Investment”), Proactive Investment Inc. (“Proactive Investment”) and
Grand Energy Investment Limited (“Grand Energy”), respectively. Nawk
Investment, LLT Investment and Proactive Investment were directly and
wholly owned by Mr. Kwan, Mr. Tai and Mr. Lai, respectively. Grand Energy
was directly and wholly owned by King Fung Nominees Limited (“King
Fung Nominees”) on trust for Mr. Mac Carthy. Because of their interests
in Trio Holding, Mr. Kwan, Mr. Tai, Mr. Lai and Mr. Mac Carthy, Nawk
Investment, LLT Investment, Proactive Investment, Grand Energy and King
Fung Nominees are regarded as the controlling shareholders and together
be entitled to exercise and control 75.0% of the issued share capital of
the Company as at 30 June 2018.

These interests represented the total underlying Shares comprised in the
share options granted by the Company on 28 December 2017.

as disclosed above, as at 30 June 2018, none of the

Directors nor chief executive of the Company has registered

any i

nterests and short positions in the shares, underlying

shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) (i)
which were required, pursuant to Section 352 of the SFO, to be
recorded in the register referred to therein; or (ii) which were

requi

red to be notified to the Company and the Stock Exchange

pursuant to Model Code.
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Hat

(1) FEILIRTARARSL ([RE]) BWiFE -

(2) ZERNBBREIXSTIERERAA(HER
Bl # B B LK ANawk Investment Inc.
(INawk Investment]) « LLT Investment Inc.
(TLLT Investment]) * Proactive Investment
Inc. ([Proactive Investment]) KXGrand Energy
Investment Limited ([Grand Energyl) % 3|
# H32.5%32.5%17.5%K&17.5% ° Nawk
Investment » LLT InvestmentM&Proactive
Investment A RIBALEE BEAERBELEESE
#74A ° Grand EnergyfKing Fung Nominees Limited
([King Fung Nominees |) L7/ BMac Carthy
FEBEERZERG - HRBELEE  BELE  BE
4  KMac Carthy’t 4 - Nawk Investment * LLT
Investment » Proactive Investment * Grand Energy
KKing Fung NomineesiA SR 1R 2 #es + R=T—
NERA=ZTH - BEBWBEERRER - B—8F
REATIE AT HI AR A R 2 #1TARAH75.0% ©

@) HEESEARAR-B-LFTZASHNARER
R BT 12 0 IER IR 3 488 -

BREXFBEEEN RZF-N\FRA=T
B MEZEERARFAEIBTHRAERARF
SEEMERZE (EERBHFELMEENE
XVER) 2 Bfn ~ ERAR D REEEH B REA()
RIEE 7 MG 1R PI B 35 216 /A Re 8 0 "% IR At
ERft W Em RS RRR - HRIFFRET A
AAEARNE MR FE R IR o
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as the Directors are aware, as at 30 June 2018, the
following persons (not being Directors or chief executive of the
Company) will have or be deemed or taken to have an interest
or short position in the Shares or the underlying Shares of the
Company which would be recorded in the register required to
be kept under Section 336 of the SFO:

OTHER INFORMATION Efi{E &

FERRAAE QARG RAERGHE
HmMRE

REERAM R-ZE—/AFXA=1+AH " T7
At (EFEEHLARREIEZTHAL) BRA
DAY SRR P A AR B EAE
BRAREEZRAEGRIIFEXVEE 2R EIDH
B S B RAN BI 4R B SR e SRR IR IR RE 55 I
HIE R PIE336 KA TFENERMAR R

SK A
RE

Percentage of
shareholding in
the Company’s

Number of issued share
Name of shareholders Nature of interests Shares held capital
A2 H]
ERITRAZ
RERERE ERME FriER G &8 RIET DL
Kwan Tak Sum Stanley Interest in a controlled corporation 750,000,000 (L) (Note 2) 75.0%
(“Mr. Kwan”)
MER ((BxEl) AR EE R e 750,000,000 (L) (H#5£2) 75.0%
Trio Holding Beneficial owner 750,000,000 (L) (Note 2) 75.0%
HEBER BEEEEA 750,000,000 (L) (H#5E2) 75.0%
Nawk Investment Interest in a controlled corporation 750,000,000 (L) (Note 2) 75.0%
Nawk Investment R LB ER 750,000,000 (L) (Ff5E2) 75.0%
LLT Investment Interest in a controlled corporation 750,000,000 (L) (Note 2) 75.0%
LLT Investment MEEEEN R 750,000,000 (L) (BizF2) 75.0%
Proactive Investment Interest in a controlled corporation 750,000,000 (L) (Note 2) 75.0%
Proactive Investment RNEEEENER 750,000,000 (L) (HizE2) 75.0%
King Fung Nominees Trustee; interest in a controlled 750,000,000 (L) (Note 2) 75.0%
corporation
King Fung Nominees XA RERIEEERER 750,000,000 (L) (FfzE2) 75.0%
RUAN David Ching Chi Interest of controlled corporation 93,192,000 (Note 3) 9.32%
RUAN David Ching Chi R EB R R 93,192,000 (Hi7¥3) 9.32%
RAYS Capital Partners Investment manager 93,192,000 (Note 3) 9.32%
Limited
RAYS Capital Partners REKE 93,192,000 (KfzE3) 9.32%
Limited
Asian Equity Special Beneficial owner 86,980,000 8.70%
Opportunities Portfolio
Master Fund Limited
Asian Equity Special EmEA A 86,980,000 8.70%

Opportunities Portfolio
Master Fund Limited
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OTHER INFORMATION H {5 5

Save

The letter “L” denotes a long position in the Shares

These Shares are held by Trio Industrial. Trio Holding was owned as to
32.5%, 32.5%, 17.5% and 17.5% by Nawk Investment, LLT Investment,
Proactive Investment and Grand Energy, respectively. Nawk Investment,
LLT Investment and Proactive Investment were directly and wholly owned
by Mr. Kwan, Mr. Tai and Mr. Lali, respectively. Grand Energy was directly
and wholly owned by King Fung Nominees on trust for Mr. Mac Carthy.
Because of their interests in Trio Holding, Mr. Kwan, Mr. Tai, Mr. Lai and
Mr. Mac Carthy, Nawk Investment, LLT Investment, Proactive Investment,
Grand Energy and King Fung Nominees are regarded as the controlling
shareholders and together be entitled to exercise and control 75.0% of
the issued share capital of the Company as at 30 June 2018.

Accordingly to the information available on the website of the Stock
Exchange, Asian Equity Special Opportunities Portfolio Master Fund
Limited is owned as to 100% by RAYS Capital Partners Limited, which in
turn is owned as to 95.24% by Mr. Ruan David Ching Chi.

as disclosed above, as at 30 June 2018, the Directors were

not aware of any other persons who had any interests or short

positions in the Shares or underlying Shares of the Company

which would be recorded in the register required to be kept
under Section 336 of the SFO.

Interim Report 2018 F1 EA%R 2

FEILIRRRDOEE -

ZERMABEERIFTE - HEERANawk
Investment * LLT Investment * Proactive
Investment&Grand Energy? 5l # H32.5% -
32.5% * 17.5%%17.5% ° Nawk Investment + LLT
Investment&Proactive Investment? Bl AL A
HAERREEERE2EMA - Grand EnergyMAKing
Fung NomineesA {55 = AMac Carthyst 4 B #
R2BEHER - ARBELLE  BEE  BBEEKMac
Carthy#E4 * Nawk Investment * LLT Investment *
Proactive Investment » Grand EnergyXKing Fung
NomineesR B E1ER 2 #E#w - RZTE—/\FRA=
TB - BEBBREERIRE - B —RERETERE
HIARBBEITRANT75.0%

BB X AU AT E BB E R - Asian Equity
Special Opportunities Portfolio Master Fund
LimitediBRAYS Capital Partners Limited# &
100% * 1M & % fRuan David Ching Chift £ # A&
95.24% ©
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the six months ended 30 June 2018.

EVENTS AFTER THE END OF THE REPORTING
PERIOD

On 20 July 2018, Trio Microtronics, a wholly-owned subsidiary
of the Group and a limited liability company established in the
PRC, entered into the Supplemental Agreement to the MOU
with Shiji Association, the landlord of the Group’s Nansha plant.
Pursuant to the MOU and the Supplemental Agreement, certain
of the Group’s leased properties currently used as warehouses
will be converted into two 6-storey factory buildings instead of
one 5-storey factory building and one 3-storey factory building.
It is estimated that the construction of these two factory
buildings will be delayed to February 2019 and October 2019,
respectively.

Under the Supplemental Agreement, the total cost of the
conversion will increase and therefore the rental deposit and
rental prepayment to be provided by Trio Microtronics will
increase accordingly.

Further details of the Supplemental Agreement are set out in
the announcement of the Company dated 20 July 2018.

Save as disclosed above, there are no other significant events
affecting the Group after the reporting period and up to the
date of this report.

OTHER INFORMATION Efi{E &

BE - - HEIBELAQAT LHES

BE_Z-N\FRA=THLEXNEAR xR
AIRAEEMNMEARYERE - HEXBEEA
REWEA LTS o

BREWERER

RZZE—N\FLtAZ+H  BEWER (AEE
MEERAMBARRKIZINTENERAR)
HAEBAHT (REENEDHENBE) BR
BT SER B HZ - REBEFBETE R
FhE - AEEETRARBECHEMERE
BARKRIENEH TRAEMIE—ERER TR
REFR—EZENTHKE - MELRAEH
BETRBAABINIEHE_T-NF_AR
—T-hF+R-

BIEH TS ERRANEESEFRLR &
HeMERSRECAERS RAETEMNKE
At o

BEZEBBREhENFBEEEHI N AR HH
AZE-N\F+A-+HORMH -
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OTHER INFORMATION EH iz &

CORPORATE GOVERNANCE

The Company’s corporate governance code is based on the
principles of the Corporate Governance Code (the “CG Code”)
as set out in Appendix 14 to the Listing Rules. The Company is
committed to ensure a quality Board and its transparency and
accountability to its Shareholders. The Company complied with
all code provisions in the CG Code during the six months ended
30 June 2018 except for code provision A.2.1 of the CG Code,
which provides that the roles of chairman and chief executive
officer should be separate and should not be performed by
the same individual. Mr. Kwan was the Chairman and chief
executive officer of the Company during the period from 23
November 2017 to 25 May 2018. Mr. Kwan had taken a leave
of absence since October 2017 and his roles as Chairman
and chief executive officer have been separately taken up by
Mr. Lai and Mr. Tai, respectively. In substance, the Company
has therefore, complied with code provision A.2.1 of the CG
Code. Further to the retirement of Mr. Kwan at the annual
general meeting held on 25 May 2018, Mr. Lai and Mr. Tai were
appointed as the Chairman and the chief executive officer
respectively on the same day.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”) as the
code of conduct governing Directors’ securities transactions.
All Directors have confirmed, following specific enquiry by the
Company, that they have complied with the required standards
set out in the Model Code and there were no events of non-
compliance during the six months ended 30 June 2018.

AUDIT COMMITTEE

The Audit Committee was established on 27 October 2017 with
written terms of reference in compliance with Rule 3.21 of the
Listing Rules and paragraph C3 and paragraph D3 of the CG
Code. The Audit Committee comprises three members, namely
Mr. Cheung Kin Wing, Mr. Fung Chun Chung and Mr. Wong
Raymond Fook Lam. The chairman of the Audit Committee is
Mr. Cheung Kin Wing. The Audit Committee has reviewed this
interim report and the unaudited Interim Financial Information.
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