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FX IMPORT HONG KONG LIMITED 
 
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
 
Year ended 31 March 2019 
 
 Notes 2019 2018 
  HK$ HK$ 
 
REVENUE 4 47,593,157 84,943,547 
 
Cost of sales  (   37,358,599) (   67,195,797)    ___________ ___________ 
 
Gross profit  10,234,558 17,747,750 
 
Other income 4 1,822,258 804,461 
Selling and distribution expenses  (     2,025,346) (     9,567,565) 
Administrative expenses  (     9,317,057) (     7,783,611) 
Other operating expenses  (        310,760)  (        148,652) 
Finance costs 6 (          49,093) (        123,625)    ___________ ___________ 
   
PROFIT BEFORE TAX 5 354,560 928,758 
 
Income tax expense 8 - -    ___________ ___________ 
 
PROFIT AND TOTAL COMPREHENSIVE INCOME 
    FOR THE YEAR  354,560 928,758    ___________ ___________    ___________ ___________ 
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FX IMPORT HONG KONG LIMITED 
 
STATEMENT OF FINANCIAL POSITION 
 
31 March 2019 
 
 
  Notes 2019 2018 
   HK$ HK$ 
 
NON-CURRENT ASSETS 
Property, plant and equipment 9 38,376 65,562 
Deposits 11 85,390  102,083    __________ __________ 
Total non-current assets  123,766  167,645    __________ __________ 
 
CURRENT ASSETS 
Trade receivables 10 6,059,813  8,299,513 
Prepayments, deposits and other receivables 11 2,078,850 2,731,581 
Due from a fellow subsidiary 17(b) 3,698,103 2,515,554 
Cash and cash equivalents  3,175,716 2,972,010    __________ __________ 
Total current assets  15,012,482 16,518,658    __________ __________ 
 
CURRENT LIABILITIES 
Trade payables  7,556,828 7,293,682 
Other payables and accruals 12 1,016,834 547,658 
Interest-bearing bank borrowings 13 - 3,244,868 
Due to the immediate holding company 17(b) 2,444,338 1,809,773 
Due to an intermediate holding company  147,042 147,820    __________ __________ 
Total current liabilities  11,165,042 13,043,801    __________ __________ 
 
NET CURRENT ASSETS  3,847,440 3,474,857    __________ __________ 
 
Net assets  3,971,206 3,642,502    __________ __________    __________ __________ 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
continued/ 
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FX IMPORT HONG KONG LIMITED 
 
STATEMENT OF CHANGES IN EQUITY 
 
Year ended 31 March 2019 
 
 
  Share Retained Total 
 Note capital profits equity 
  HK$ HK$ HK$ 
 
At 1 April 2017  10,000 2,703,744 2,713,744 
 
Profit and total comprehensive income for the year - 928,758 928,758   _______ _________ _________ 
 
At 31 March 2018  10,000 3,632,502 3,642,502 
 
Effect of adoption of HKFRS 9 2.2 - (      25,856) (      25,856)   _______ _________ _________ 
 
At 1 April 2018 (restated)  10,000 3,606,646 3,616,646 
 
Profit and total comprehensive income for the year - 354,560 354,560   _______ _________ _________ 
 
At 31 March 2019  10,000 3,961,206 3,971,206   _______ _________ _________   _______ _________ _________ 
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FX IMPORT HONG KONG LIMITED 
 
STATEMENT OF CASH FLOWS 
 
Year ended 31 March 2019 
 
 

  Notes 2019 2018 
   HK$ HK$ 
 

CASH FLOWS FROM OPERATING ACTIVITIES 
Profit before tax  354,560 928,758 
Adjustments for: 
    Interest income 4 (          1,849) (            169) 
    Finance costs 6 49,093 123,625 
    Depreciation 5 37,221   45,707 
    Reversal of impairment of trade receivables 5 (          7,473) -    __________ __________ 
 

   431,552 1,097,921 
Decrease/(increase) in trade receivables  2,221,317  (  1,238,589) 
Decrease/(increase) in prepayments, deposits and  
    other receivables  669,424 (  2,372,859) 
Increase in an amount due from a fellow subsidiary  (   1,182,549) (  4,978,310) 
Increase in trade payables   263,146 3,495,858 
Increase/(decrease) in other payables and accruals  469,176   (       40,707) 
Increase/(decrease) in an amount due to the intermediate  
    holding company  (             778) 101,140 
Increase in an amount due to the immediate  
    holding company  634,565 819,587    __________ __________ 
 

Cash generated from/(used in) operations  3,505,853 (  3,115,959) 
Interest received  1,849 169 
Interest paid  (        49,093) (     123,625)    __________ __________ 
 

Net cash flows from/(used in) operating activities  3,458,609   (  3,239,415)    __________ __________ 
 

CASH FLOW FROM AN INVESTING ACTIVITY 
Purchases of items of property, plant and equipment and net 
    cash flow used in investing activity   (        10,035) (       64,775)    __________ __________ 
 

CASH FLOW FROM FINANCING ACTIVITIES 
Proceeds from bank loans  - 3,244,868 
Repayment of bank loans  (   3,244,868) -    __________ __________ 
 

Net cash flows from/(used in) financing activities  (   3,244,868) 3,244,868    __________ __________ 
 

NET INCREASE/(DECREASE) IN CASH   
    AND CASH EQUIVALENTS  203,706 (       59,322) 
Cash and cash equivalents at beginning of year  2,972,010 3,031,332    __________ __________ 
 

CASH AND CASH EQUIVALENTS AT END OF YEAR  3,175,716 2,972,010    __________ __________    __________ __________ 
 

ANALYSIS OF BALANCES OF CASH AND CASH 
    EQUIVALENTS 
Cash and bank balances  3,175,716 2,972,010    __________ __________    __________ __________ 
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1. CORPORATE INFORMATION 
 
 FX Import Hong Kong Limited is a limited liability company incorporated in Hong Kong.  The 

registered office of the Company is located at 7/F, Park Fook Industrial Building, 615-617 Tai Nan 
West Street, Cheung Sha Wan, Kowloon, Hong Kong. 

 
 During the year, the Company was engaged in the trading of garments. 
 
 The Company is a wholly-owned subsidiary of FX Import Co. Ltd., a company incorporated in the 

United Kingdom.  In the opinion of the directors, the Company’s ultimate holding company is PDS 
Multinational Fashions Limited, a company incorporated in India with shares listed on the Bombay 
Stock Exchange Limited and the National Stock Exchange of India Limited. 

 
 
2.1 BASIS OF PREPARATION 
 

These financial statements have been prepared in accordance with Hong Kong Financial Reporting 
Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong 
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified 
Public Accountants, accounting principles generally accepted in Hong Kong and the Hong Kong 
Companies Ordinance.  These financial statements have been prepared under the historical cost 
convention.  These financial statements are presented in Hong Kong dollars (“HK$”). 

 
 
2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES 
 
 The Company has adopted the following new and revised HKFRSs for the first time for the current 

year’s financial statements. 
 
Amendments to HKFRS 2 Classification and Measurement of Share-based Payment  
     Transactions 
Amendments to HKFRS 4 Applying HKFRS 9 Financial instruments with HKFRS 4   
     Insurance Contracts 
HKFRS 9  Financial Instruments  
HKFRS 15   Revenue from Contracts with Customers 
Amendments to HKFRS 15  Clarifications to HKFRS 15 Revenue from Contracts with 
      Customers 
Amendments to HKFRS 40  Transfers of Investment Property 
HK(IFRIC)-Int 22  Foreign Currency Transactions and Advance Consideration 
Annual Improvements   Amendments to HKFRS1 and HKAS 28 
    2014-2016 cycle 
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued) 
 

The nature and the impact of the new and revised HKFRSs are described below: 
 
(a) HKFRS 9 Financial Instruments replaces HKAS 39 Financial Instruments: Recognition and 

Measurement for annual periods beginning on or after 1 January 2018, bringing together all three 
aspects of the accounting for financial instruments: classification and measurement, impairment and 
hedge accounting. 

 
With the exception of hedge accounting, which the Company has applied prospectively, the 
Company has recognised the transition adjustments against the applicable opening balances in 
equity at 1 April 2018.  Therefore, the comparative information was not restated and continues to be 
reported under HKAS 39. 

 
Classification and measurement  
The following information sets out the impacts of adopting HKFRS 9 on the statement of financial 
position, including the effect of replacing HKAS 39’s incurred credit loss calculations with HKFRS 
9’s expected credit losses (“ECLs”). 
 
A reconciliation between the carrying amounts under HKAS 39 and the balances reported under 
HKFRS 9 as at 1 April 2018 is as follows: 
       
   HKAS 39   HKFRS 9 
  measurement   measurement 

 Note Category Amount ECL Amount    Category 

    HK$ HK$ HK$             

Financial assets 
Trade receivables (i) L&R1 8,299,513 (      25,856) 8,273,657 AC2 
Prepayments, deposits and other receivables  L&R 452,614 - 452,614 AC 
Due from a fellow subsidiary  L&R 2,515,554  - 2,515,554  AC 
Cash and cash equivalents  L&R 2,972,010 - 2,972,010       AC    ________ ________   _________ 

     

     14,239,691 (      25,856) 14,213,835    ________ ________    ________    ________ ________     ________ 

 

Financial liabilities 
Trade payables   AC 7,293,682                 - 7,293,682 AC 
Other payables and accruals   AC 400,572                 - 400,572 AC 
Interest-bearing bank borrowings   AC 3,244,868                 - 3,244,868 AC 
Due to the immediate holding company  AC 1,809,773                 - 1,809,773 AC 
Due to an intermediate holding company  AC 147,820                 - 147,820 AC    ________ ________   _________ 

      

     12,896,715 - 12,896,715     ________ ________    ________    ________ ________     ________ 

 
1  L&R:  Loans and receivables 
2  AC:  Financial assets or financial liabilities at amortised cost 

  
 Note: 
 

(i) The Company has remeasured the carrying amount of the trade receivables based on the ECL allowance. 
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued) 
 

(a) (continued) 
 
Impairment 
The following table reconciles the aggregate opening impairment allowances under HKAS 39 to the 
ECL allowances under HKFRS 9.  Further details are disclosed in note 10 to the financial 
statements. 
 

   Impairment  ECL 
   allowances  allowances 
   under HKAS 39  under HKFRS 9 
   at 31 March  1 April 
   2018 Re-measurement 2018 
   HK$ HK$ HK$ 
 
 Trade receivables  - 25,856 25,856     _________ _________ _________     _________ _________ _________ 
 

Impact on retained profits 
The impact of transition to HKFRS 9 on retained profits is as follows: 
 

    HK$ 
   
  Retained profits 
  Balance as at 31 March 2018 under HKAS 39   3,632,502 
  Recognition of expected credit losses for trade receivables   (      25,856)     _________ 
 
  Balance as at 1 April 2018 under HKFRS 9   3,606,646     _________     _________ 
 

(b) HKFRS 15 and its amendments replace HKAS 11 Construction Contracts, HKAS 18 Revenue and 
related interpretations and it applies, with limited exceptions, to all revenue arising from contracts 
with customers.  HKFRS 15, establishes a new five-step model to account for revenue arising from 
contracts with customers.  Under HKFRS 15, revenue is recognised at an amount that reflects the 
consideration to which an entity expects to be entitled in exchange for transferring goods or services 
to a customer.  The principles in HKFRS 15 provide a more structured approach for measuring and 
recognising revenue.  The standard also introduces extensive qualitative and quantitative disclosure 
requirements, including disaggregation of total revenue, information about performance obligations, 
changes in contract assets and liabilities account balances between periods and key judgements and 
estimates.   

 
The disclosures are included in note 4 to the financial statements.  The standard will supersede all 
current revenue recognition requirements under HKFRSs.  As a result of the application of HKFRS 
15, the Company has changed the accounting policy with respect to revenue recognition in note 2.4 
to the financial statements.  
 
The Company has adopted HKFRS 15 using the modified retrospective method of adoption.  Under 
this method, the standard can be applied either to all contracts at the date of initial application or 
only to contracts that are not completed at this date.  The Company has elected to apply the standard 
to contracts that are not completed as at 1 April 2018.   
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued) 
 

(b) (continued) 
 
The cumulative effect of the initial application of HKFRS 15 was not significant to the Company’s 
financial statements.  The Comparative information was not restated and continues to be reported 
under HKAS 11, HKAS 18 and related interpretations. 
 
Set out below are the amounts by which each financial statement line item was affected as at 1 April 
2018 and 31 March 2018 as a result of the adoption of HKFRS 15.  The adoption of HKFRS 15 has 
had no impact on other comprehensive income or on the Company’s operating, investing and 
financing cash flows.  The first column shows the amounts recorded under HKFRS 15 and the 
second column shows what the amounts would have been had HKFRS 15 not been adopted: 

 
   Statement of financial position as at 1 April 2018: 
 
   Amounts prepared under 
    Previous Increase/ 
   HKFRS 15 HKFRS (decrease) 
  Note HK$ HK$ HK$ 
 
 Contract liabilities (i) 147,086 - 147,086 
 Other payables and accruals (i) 400,572 547,658 (    147,086)     _________ _________ _________     _________ _________ _________ 
 
   Statement of financial position as at 31 March 2019: 
 
   Amounts prepared under 
    Previous Increase/ 
   HKFRS 15 HKFRS (decrease) 
  Note HK$ HK$ HK$ 
 
 Contract liabilities (i) 58,260 - 58,260 
 Other payables and accruals (i) 958,574 1,016,834 (      58,260)     _________ _________ _________     _________ _________ _________ 
 

The nature of the adjustments as at 1 April 2018 and the reasons for the significant changes in the 
statement of financial position as at 31 March 2019 are described below: 

 
(i) Consideration received from customers in advance 

 
Before the adoption of HKFRS 15, the Company recognised consideration received from 
customers in advance as other payables.  Under HKFRS 15, the amounts are classified as 
contract liabilities which are included in other payables and accruals. 
 
Therefore, upon adoption of HKFRS 15, the Company reclassified HK$147,086 from other 
payables to contract liabilities as at 1 April 2018 in relation to the consideration received from 
customers in advance as at 1 April 2018. 
 
As at 31 March 2018, under HKFRS 15, HK$58,260 was reclassified from other payables to 
contract liabilities in relation to the consideration received from customers in advance. 
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2.4 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS 
 

 The Company has not applied any of the new and revised HKFRSs, that have been issued but are not 
yet effective, in these financial statements. 
 
Amendments to HKFRS 3 Definition of a Business2 
Amendments to HKFRS 9 Prepayment Features with Negative Compensation1 
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and its  
    and HKAS 28 (2011)     Associate or Joint Venture4 
HKFRS 16 Leases1 
HKFRS 17 Insurance Contracts3 
Amendments to HKAS 1  Definition of Material2 
    and HKAS 8            
Amendments to HKAS 19           Plan Amendment, Curtailment or Settlement1 
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures1 

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments1  
Annual Improvements  Amendments to HKFRS 3, HKFRS 11, HKAS 12  
    2015-2017 Cycle     and HKAS 231   

 
1 Effective for annual periods beginning on or after 1 January 2019 
2 Effective for annual periods beginning on or after 1 January 2020 
3 Effective for annual periods beginning on or after 1 January 2021 
4 No mandatory effective date yet determined but available for adoption 
 
HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining whether an Arrangement contains 
a Lease, HK(SIC)-Int 15 Operating Leases - Incentives and HK(SIC)-Int 27 Evaluating the Substance 
of Transactions Involving the Legal Form of a Lease.  The standard sets out the principles for the 
recognition, measurement, presentation and disclosure of leases and requires lessees to recognise assets 
and liabilities for most leases.  The standard includes two recognition exemptions for lessees – leases of 
low-value assets and short-term leases.   
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2.3. ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING 
STANDARDS (continued) 
 
At the commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., 
the lease liability) and an asset representing the right to use the underlying asset during the lease term 
(i.e., the right-of-use asset).  The right-of-use asset is subsequently measured at cost less accumulated 
depreciation and any impairment losses unless the right-of-use asset meets the definition of investment 
property in HKAS 40, or relates to a class of property, plant and equipment to which the revaluation 
model is applied.  The lease liability is subsequently increased to reflect the interest on the lease liability 
and reduced for the lease payments.  Lessees will be required to separately recognise the interest 
expense on the lease liability and the depreciation expense on the right-of-use asset.  Lessees will also 
be required to remeasure the lease liability upon the occurrence of certain events, such as change in the 
lease term and change in future lease payments resulting from a change in an index or rate used to 
determine those payments.  Lessees will generally recognise the amount of the remeasurement of the 
lease liability as an adjustment to the right-of-use asset.  Lessor accounting under HKFRS 16 is 
substantially unchanged from the accounting under HKAS 17.  Lessors will continue to classify all 
leases using the same classification principle as in HKAS 17 and distinguish between operating leases 
and finance leases.  HKFRS 16 requires lessees and lessors to make more extensive disclosures than 
under HKAS 17.  Lessees can choose to apply the standard using either a full retrospective or a 
modified retrospective approach.  The Company will adopt HKFRS 16 from 1 April 2019.  The 
Company plans to adopt the transitional provisions in HKFRS 16 to recognise the cumulative effect of 
initial adoption as an adjustment to the opening balance of retained earnings at 1 April 2019 and will 
not restate the comparatives.  In addition, the Company plans to apply the new requirements to contracts 
that were previously identified as leases applying HKAS 17 and measure the lease liability at the 
present value of the remaining lease payments, discounted using the Company’s incremental borrowing 
rate at the date of initial application.  The right-of-use asset will be measured at the amount of the lease 
liability, adjusted by the amount of any prepaid or accrued lease payments relating to the lease 
recognised in the statement of financial position immediately before the date of initial application.  The 
Company plans to use the exemptions allowed by the standard on lease contracts whose lease terms end 
within 12 months as of the date of initial application.  During the current year, the Company has 
performed a high-level assessment on the impact of adoption of HKFRS 16.  As disclosed in note 16 to 
the financial statements, at 31 March 2019, the Company had future minimum lease payments under 
non-cancellable operating leases in aggregate of approximately HK$970,377.  The Company currently 
is still assessing whether, upon adoption of HKFRS 16, certain amounts included therein will need to be 
recognised as new right-of-use assets and lease liabilities.  Further detailed analysis, however, will be 
needed to determine the amount of new right-of-use assets and lease liabilities to be recognised, 
including, but not limited to any amounts relating to leases of low value assets and short term leases, 
other practical expedients and reliefs chosen. 
 
Amendments to HKAS 1 and HKAS 8 provide a new definition of material.  The new definition states 
that information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on the basis of 
those financial statements.  The amendments clarify that materiality will depend on the nature or 
magnitude of information.  A misstatement of information is material if it could reasonably be expected 
to influence decisions made by the primary users.  The Company expects to adopt the amendments 
prospectively from 1 April 2020.  The amendments are not expected to have any significant impact on 
the Company’s financial statements. 
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2.3. ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING 
STANDARDS (continued) 
 
HK(IFRIC)-Int 23 addresses the accounting for income taxes (current and deferred) when tax treatments 
involve uncertainty that affects the application of HKAS 12 (often referred to as “uncertain tax 
positions”).  The interpretation does not apply to taxes or levies outside the scope of HKAS 12, nor does 
it specifically include requirements relating to interest and penalties associated with uncertain tax 
treatments.  The interpretation specifically addresses (i) whether an entity considers uncertain tax 
treatments separately; (ii) the assumptions an entity makes about the examination of tax treatments by 
taxation authorities; (iii) how an entity determines taxable profits or tax losses, tax bases, unused tax 
losses, unused tax credits and tax rates; and (iv) how an entity considers changes in facts and 
circumstances.  The interpretation is to be applied retrospectively, either fully retrospectively without 
the use of hindsight or retrospectively with the cumulative effect of application as an adjustment to the 
opening equity at the date of initial application, without the restatement of comparative information.  
The Company expects to adopt the interpretation from 1 April 2019.  The interpretation is not expected 
to have any significant impact on the Company’s financial statements.   
 
 

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Related parties 

 A party is considered to be related to the Company if: 
 

(a) the party is a person or a close member of that person’s family and that person 
  (i) has control or joint control over the Company;  
  (ii) has significant influence over the Company; or  
  (iii) is a member of the key management personnel of the Company or of a parent of the 

Company; 
 
or 

 
(b) the party is an entity where any of the following conditions applies: 
  (i) the entity and the Company are members of the same group;  
  (ii) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or 

fellow subsidiary of the other entity); 
  (iii) the entity and the Company are joint ventures of the same third party; 
  (iv) one entity is a joint venture of a third entity and the other entity is an associate of the third 

entity; 
  (v) the entity is a post-employment benefit plan for the benefit of employees of either the 

Company or an entity related to the Company; 
  (vi) the entity is controlled or jointly controlled by a person identified in (a); 
  (vii) a person identified in (a)(i) has significant influence over the entity or is a member of the 

key management personnel of the entity (or of a parent of the entity); and 
  (viii) the entity, or any member of a group of which it is a part, provides key management 

personnel services to the Company or to the parent of the Company. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Impairment of non-financial assets 
 Where an indication of impairment exists, or when annual impairment testing for an asset is required, 

the asset’s recoverable amount is estimated.  An asset’s recoverable amount is the higher of the asset’s 
or cash-generating unit’s value in use and its fair value less costs of disposal, and is determined for an 
individual asset, unless the asset does not generate cash inflows that are largely independent of those 
from other assets or groups of assets, in which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs. 

  
 An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable 
 amount.  In assessing value in use, the estimated future cash flows are discounted to their present value 

using a pre-tax discount rate that reflects current market assessments of the time value of money and the 
risks specific to the asset.  An impairment loss is charged to profit or loss in the period in which it arises 
in those expense categories consistent with the function of the impaired asset. 
 

 An assessment is made at the end of each reporting period as to whether there is an indication that 
previously recognised impairment losses may no longer exist or may have decreased.  If such an 
indication exists, the recoverable amount is estimated.  A previously recognised impairment loss of an 
asset is reversed only if there has been a change in the estimates used to determine the recoverable 
amount of that asset, but not to an amount higher than the carrying amount that would have been 
determined (net of any depreciation) had no impairment loss been recognised for the asset in prior years.  
A reversal of such an impairment loss is credited to profit or loss in the period in which it arises. 

 
Property, plant and equipment and depreciation 

 Property, plant and equipment are stated at cost less accumulated depreciation and any impairment 
losses.  The cost of an item of property, plant and equipment comprises its purchase price and any 
directly attributable costs of bringing the asset to its working condition and location for its intended use.   

 
 Expenditure incurred after items of property, plant and equipment have been put into operation, such as 

repairs and maintenance, is normally charged to profit or loss in the period in which it is incurred.  In 
situations where the recognition criteria are satisfied, the expenditure for a major inspection is 
capitalised in the carrying amount of the asset as a replacement.  Where significant parts of property, 
plant and equipment are required to be replaced at intervals, the Company recognises such parts as 
individual assets with specific useful lives and depreciates them accordingly. 

 
Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant 
and equipment to its residual value over its estimated useful life.  The principal annual rate used for 
office equipment is 33⅓%. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Property, plant and equipment and depreciation (continued) 
 Where parts of an item of property, plant and equipment have different useful lives, the cost of that item 

is allocated on a reasonable basis among the parts and each part is depreciated separately.  Residual 
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at 
each financial year end. 

  
 An item of property, plant and equipment including any significant part initially recognised is 

derecognised upon disposal or when no future economic benefits are expected from its use or disposal.  
Any gain or loss on disposal or retirement recognised in profit or loss in the year the asset is 
derecognised is the difference between the net sales proceeds and the carrying amount of the relevant 
asset. 

 
Leases 

 Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are 
accounted for as operating leases.  Rentals payable under operating leases net of any incentives received 
from the lessor are charged to profit or loss on the straight-line basis over the lease terms.  

 
Financial assets (policies under HKFRS 9 applicable from 1 April 2018)  
Initial recognition and measurement  
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost. 

 
The classification of financial assets at initial recognition depends on the financial asset’s contractual 
cash flow characteristics and the Company’s business model for managing them.  With the exception of 
trade receivables that do not contain a significant financing component or for which the Company has 
applied the practical expedient of not adjusting the effect of a significant financing component, the 
Company initially measures a financial asset at its fair value, plus in the case of a financial asset not at 
fair value through profit or loss, transaction costs.  Trade receivables that do not contain a significant 
financing component or for which the Company has applied the practical expedient are measured at the 
transaction price determined under HKFRS 15 in accordance with the policies set out for “Revenue 
recognition (applicable from 1 April 2018)” below. 

 
In order for a financial asset to be classified and measured at amortised cost, it needs to give rise to cash 
flows that are solely payments of principal and interest (“SPPI”) on the principal amount outstanding. 
 
The Company’s business model for managing financial assets refers to how it manages its financial 
assets in order to generate cash flows.  The business model determines whether cash flows will result 
from collecting contractual cash flows, selling the financial assets, or both. 
 
All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date 
that the Company commits to purchase or sell the asset.  Regular way purchases or sales are purchases 
or sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Financial assets (policies under HKFRS 9 applicable from 1 April 2018) (continued) 
Subsequent measurement of financial assets at amortised cost (debt instruments)  
The Company measures financial assets at amortised cost if both of the following conditions are met:  
•  The financial asset is held within a business model with the objective to hold financial assets in 

order to collect contractual cash flows.  
•  The contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI 

on the principal amount outstanding. 
 
Financial assets at amortised cost are subsequently measured using the effective interest method and are 
subject to impairment.  Gains and losses are recognised in the statement of profit or loss when the asset 
is derecognised, modified or impaired. 
 
Financial assets (policies under HKAS 39 applicable before 1 April 2018) 
Initial recognition and measurement 
Financial assets are classified, at initial recognition, as loans and receivables.  When financial assets are 
recognised initially, they are measured at fair value plus transaction costs that are attributable to the 
acquisition of the financial assets, except in the case of financial assets recorded at fair value through 
profit or loss. 

 
 All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date 

that the Company commits to purchase or sell the asset.  Regular way purchases or sales are purchases 
or sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace.   
 
Subsequent measurement of loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market.  After initial measurement, such assets are subsequently measured at 
amortised cost using the effective interest rate method less any allowance for impairment.  Amortised 
cost is calculated by taking into account any discount or premium on acquisition and includes fees or 
costs that are an integral part of the effective interest rate.  The effective interest rate amortisation is 
included in other income and gains in profit or loss.  The loss arising from impairment is recognised in 
profit or loss in finance costs for loans and in other expenses for receivables. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Derecognition of financial assets (policies under HKFRS 9 applicable from 1 April 2018 and policies 
under HKAS 39 applicable before 1 April 2018) 
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial 
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position) 
when: 
 
•   the rights to receive cash flows from the asset have expired; or 
•  the Company has transferred its rights to receive cash flows from the asset or has assumed an 

obligation to pay the received cash flows in full without material delay to a third party under a 
“pass-through” arrangement; and either (a) the Company has transferred substantially all the risks 
and rewards of the asset, or (b) the Company has neither transferred nor retained substantially all 
the risks and rewards of the asset, but has transferred control of the asset. 

 
When the Company has transferred its rights to receive cash flows from an asset or has entered into a 
pass-through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of 
ownership of the asset.  When it has neither transferred nor retained substantially all the risks and 
rewards of the asset nor transferred control of the asset, the Company continues to recognise the 
transferred asset to the extent of the Company’s continuing involvement.  In that case, the Company 
also recognises an associated liability.  The transferred asset and the associated liability are measured on 
a basis that reflects the rights and obligations that the Company has retained. 
 
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the 
lower of the original carrying amount of the asset and the maximum amount of consideration that the 
Company could be required to repay. 

 
Impairment of financial assets (policies under HKFRS 9 applicable from 1 April 2018) 
The Company recognises an allowance for ECLs for all debt instruments not held at fair value through 
profit or loss.  ECLs are based on the difference between the contractual cash flows due in accordance 
with the contract and all the cash flows that the Company expects to receive, discounted at an 
approximation of the original effective interest rate.  The expected cash flows will include cash flows 
from the sale of collateral held or other credit enhancements that are integral to the contractual terms. 
 
General approach 
ECLs are recognised in two stages.  For credit exposures for which there has not been a significant 
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from 
default events that are possible within the next 12 months (a 12-month ECL).  For those credit 
exposures for which there has been a significant increase in credit risk since initial recognition, a loss 
allowance is required for credit losses expected over the remaining life of the exposure, irrespective of 
the timing of the default (a lifetime ECL).  
 
At each reporting date, the Company assesses whether the credit risk on a financial instrument has 
increased significantly since initial recognition.  When making the assessment, the Company compares 
the risk of a default occurring on the financial instrument as at the reporting date with the risk of a 
default occurring on the financial instrument as at the date of initial recognition and considers 
reasonable and supportable information that is available without undue cost or effort, including 
historical and forward-looking information. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Impairment of financial assets (policies under HKFRS 9 applicable from 1 April 2018) (continued) 
General approach (continued) 
The Company considers a financial asset in default when internal or external information indicates that 
the Company is unlikely to receive the outstanding contractual amounts in full before taking into 
account any credit enhancements held by the Company.  A financial asset is written off when there is no 
reasonable expectation of recovering the contractual cash flows. 
 
Financial assets at amortised cost are subject to impairment under the general approach and they are 
classified within the following stages for measurement of ECLs as detailed below. 
 
Stage 1 – Financial instruments for which credit risk has not increased significantly since initial 

recognition and for which the loss allowance is measured at an amount equal to 12-month 
ECLs  

Stage 2 – Financial instruments for which credit risk has increased significantly since initial recognition 
but that are not credit-impaired financial assets and for which the loss allowance is measured 
at an amount equal to lifetime ECLs  

Stage 3 – Financial assets that are credit-impaired at the reporting date (but that are not purchased or 
originated credit-impaired) and for which the loss allowance is measured at an amount equal 
to lifetime ECLs 

 
Simplified approach 
For trade receivables that do not contain a significant financing component or when the Company 
applies the practical expedient of not adjusting the effect of a significant financing component, the 
Company applies the simplified approach in calculating ECLs.  Under the simplified approach, the 
Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime 
ECLs at each reporting date.  The Company has established a provision matrix that is based on its 
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the 
economic environment. 

 
Impairment of financial assets (policies under HKAS 39 applicable before 1 April 2018)  
The Company assesses at the end of each reporting period whether there is objective evidence that a 
financial asset or a group of financial assets is impaired.  An impairment exists if one or more events 
that occurred after the initial recognition of the asset have an impact on the estimated future cash flows 
of the financial asset or the group of financial assets that can be reliably estimated.  Evidence of 
impairment may include indications that a debtor or a group of debtors is experiencing significant 
financial difficulty, default or delinquency in interest or principal payments, the probability that they 
will enter bankruptcy or other financial reorganisation and observable data indicating that there is a 
measurable decrease in the estimated future cash flows, such as changes in arrears or economic 
conditions that correlate with defaults. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Impairment of financial assets (policies under HKAS 39 applicable before 1 April 2018) (continued) 
 Financial assets carried at amortised cost 
 For financial assets carried at amortised cost, the Company first assesses whether impairment exists 

individually for financial assets that are individually significant, or collectively for financial assets that 
are not individually significant.  If the Company determines that no objective evidence of impairment 
exists for an individually assessed financial asset, whether significant or not, it includes the asset in a 
group of financial assets with similar credit risk characteristics and collectively assesses them for 
impairment.  Assets that are individually assessed for impairment and for which an impairment loss is, 
or continues to be, recognised are not included in a collective assessment of impairment. 
 
The amount of any impairment loss identified is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows (excluding future credit losses that have not 
been incurred).  The present value of the estimated future cash flows is discounted at the financial 
asset’s original effective interest rate (that is the effective interest rate computed at initial recognition).   

  
 The carrying amount of the asset is reduced through the use of an allowance account and the loss is 

recognised in profit or loss.  Interest income continues to be accrued on the reduced carrying amount  
using the rate of interest used to discount the future cash flows for the purpose of measuring the 
impairment loss.  Loans and receivables together with any associated allowance are written off when 
there is no realistic prospect of future recovery and all collateral has been realised or has been 
transferred to the Company. 
 
If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because 
of an event occurring after the impairment was recognised, the previously recognised impairment loss is 
increased or reduced by adjusting the allowance account.  If a write-off is later recovered, the recovery 
is credited to profit or loss. 

 
 Financial liabilities (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 39 applicable 

before 1 April 2018)  
 Initial recognition and measurement 
 Financial liabilities are classified, at initial recognition, as loans and borrowings and payables, as 

appropriate.   
 
 All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and 

payables, net of directly attributable transaction costs. 
 
 The Company’s financial liabilities include trade payables and other payables and accruals. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Financial liabilities (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 39 applicable 

before 1 April 2018) (continued) 
 Subsequent measurement of loans and borrowings  
 After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised 

cost, using the effective interest rate method unless the effect of discounting would be immaterial, in 
which case they are stated at cost.  Gains and losses are recognised in profit or loss when the liabilities 
are derecognised as well as through the effective interest rate amortisation process. 

 
 Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or 

costs that are an integral part of the effective interest rate.  The effective interest rate amortisation is 
included in profit or loss. 

 
Derecognition of financial instruments (policies under HKFRS 9 applicable from 1 April 2018 and 
HKAS 39 applicable before 1 April 2018) 
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or 
expires. 
 

 When an existing financial liability is replaced by another from the same lender on substantially 
different terms, or the terms of an existing liability are substantially modified, such an exchange or 
modification is treated as a derecognition of the original liability and a recognition of a new liability, 
and the difference between the respective carrying amounts is recognised in profit or loss. 

 
Offsetting of financial instruments (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 
39 applicable before 1 April 2018) 

 Financial assets and financial liabilities are offset and the net amount is reported in the statement of 
financial position if there is currently enforceable legal right to offset the recognised amounts and there 
is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. 

 
 Cash and cash equivalents 

For the purpose of the statement of cash flows, cash and cash equivalents comprise cash on hand and 
demand deposits, and short term highly liquid investments that are readily convertible into known 
amounts of cash, are subject to an insignificant risk of changes in value, and have a short maturity of 
generally within three months when acquired, less bank overdrafts which are repayable on demand and 
form an integral part of the Company’s cash management. 
 

 For the purpose of the statement of financial position, cash and cash equivalents comprise cash on hand 
and at banks, including term deposits, which are not restricted as to use. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Provisions 
A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a 
past event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. 
 

 When the effect of discounting is material, the amount recognised for a provision is the present value at 
the end of the reporting period of the future expenditures expected to be required to settle the obligation.  
The increase in the discounted present value amount arising from the passage of time is included in the 
statement of profit or loss. 

 
Income tax 

 Income tax comprises current and deferred tax.  Income tax relating to items recognised outside profit 
or loss is recognised outside profit or loss, either in other comprehensive income or directly in equity. 
 
Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to 
the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period, taking into consideration interpretations and practices 
prevailing in the countries in which the Company operates. 

 
 Deferred tax is provided, using the liability method, on all temporary differences at the end of the 

reporting period between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes. 

 
 Deferred tax liabilities are recognised for all taxable temporary differences while deferred tax assets are 

recognised for all deductible temporary differences, carryforward of unused tax credits and unused tax 
losses, to the extent that it is probable that taxable profit will be available against which the deductible 
temporary differences, the carryforward of unused tax credits and unused tax losses can be utilised. 

 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced 
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or 
part of the deferred tax asset to be utilised.  Unrecognised deferred tax assets are reassessed at the end 
of each reporting period and are recognised to the extent that it has become probable that sufficient 
taxable profit will be available to allow all or part of the deferred tax asset to be recovered. 

 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period 
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period. 

 
Deferred tax assets and deferred tax liabilities are offset if and only if the Company has a legally 
enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets and 
deferred tax liabilities relate to income taxes levied by the same taxation authority on either the same 
taxable entity or different taxable entities which intend either to settle current tax liabilities and assets 
on a net basis, or to realise the assets and settle the liabilities simultaneously, in each future period in 
which significant amounts of deferred tax liabilities or assets are expected to be settled or recovered. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

 Revenue recognition (applicable from 1 January 2018) 
 Revenue from contracts with customers 
 Revenue from contracts with customers is recognised when control of goods or services is transferred to 

the customers at an amount that reflects the consideration to which the Company expects to be entitled 
in exchange for those goods or services. 

 
 Revenue from the sale of garments is recognised at the point in time when control of the asset is 

transferred to the customer, generally on delivery of the garments. 
 
 Other income 
 Interest income is recognised on an accrual basis using the effective interest method by applying the 

rate that exactly discounts the estimated future cash receipts over the expected life of the financial 
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset. 

 
 Revenue recognition (applicable before 1 January 2018) 
 Revenue is recognised when it is probable that the economic benefits will flow to the Company and 

when the revenue can be measured reliably, on the following bases: 
 
 (a) from the sale of goods, when the significant risks and rewards of ownership have been 

transferred to the buyer, provided that the Company maintains neither managerial involvement 
to the degree usually associated with ownership, nor effective control over the goods sold; and 

 
 (b) interest income, on an accrual basis using the effective interest method. 
 

Employee benefits 
 Retirement benefit costs 

The Company operates a mandatory provident fund retirement benefit scheme (the “MPF Scheme”) 
under the Mandatory Provident Fund Schemes Ordinance for its employees in Hong Kong.  
Contributions are made based on a percentage of the employees’ basic salaries and are charged to profit 
or loss as they become payable in accordance with the rules of the MPF Scheme.  The assets of the MPF 
Scheme are held separately from those of the Company in an independently administered fund.  The 
Company’s employer contributions vest fully with the employees when contributed into the MPF 
Scheme.  

 
 Foreign currency transactions 

The Company’s functional currency is US$, which is different from its presentation currency. 
These financial statements are presented in HK$ as the Company is incorporated and operates in Hong 
Kong and, in the opinion of the directors, the financial statements are more suitable to be presented in 
HK$.  Foreign currency transactions are initially recorded using the functional currency rates prevailing 
at the dates of the transactions.  Monetary assets and liabilities denominated in foreign currencies are 
retranslated at the functional currency rates of exchange ruling at the end of the reporting period.  
Differences arising on settlement or translation of monetary items are recognised in profit or loss. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

 Foreign currency transactions (continued) 
Non-monetary items that are measured in terms of historical cost in foreign currencies are translated 
using the exchange rates at the dates of the initial transactions.  Non-monetary items measured at 
fair value in foreign currencies are translated using the exchange rates at the dates when their fair values 
were measured. 
 
As at the end of the reporting period, the assets and liabilities of the Company are translated into the 
presentation currency of the Company at the exchange rate prevailing at the end of the reporting period 
and the statement of profit or loss is translated into HK$ at the weighted average exchange rate for the 
year.  The resulting exchange differences are recognised in other comprehensive income and 
accumulated in the exchange reserve. 
 
For the purpose of the statement of cash flows, the cash flows of the Company are translated into HK$ 
at the exchange rates ruling at the dates of the cash flows.  Frequently recurring cash flows of the 
Company which arise throughout the year are translated into HK$ at the weighted average exchange 
rate for the year. 

 
 
3.  SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 
  

The preparation of the Company’s financial statements requires management to make judgements, 
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, 
and their accompanying disclosures, and the disclosure of contingent liabilities.  Uncertainty about these 
assumptions and estimates could result in outcomes that could require a material adjustment to the 
carrying amounts of the assets or liabilities affected in the future. 

 
Judgement  
In the process of applying the Company’s accounting policies, management has made the following 
judgement apart from those involving estimations, which have the most significant effect on the 
amounts recognised in the financial statements: 
 
Determination of functional currency 

  In determining the functional currency of the Company, judgement is required to determine the 
currency that mainly influences sales prices for goods and services and of the country whose 
competitive forces and regulations mainly determines the sales prices of its goods and services.  The 
functional currency of the Company is determined based on management’s assessment of the  
economic environment in which the Company operates and the Company’s process of determining sales 
prices.  Management has assessed that prices are mainly denominated and settled in US$ and therefore, 
management concluded that the functional currency of the Company is US$. 
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3.  SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued) 
  

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

 
Income tax and deferred tax  
Significant judgements on the future tax treatment of certain transactions are required in determining 
income tax provisions.  The Company carefully evaluates tax implications of transactions and tax 
provisions are recorded accordingly.  The tax treatment of such transactions is reconsidered periodically 
to take into account all changes in tax legislation. 
 
Deferred tax assets relating to certain temporary differences and tax losses are recognised as 
management considers it probable that future taxable profit will be available against which the 
temporary differences or tax losses can be utilised.  Where the expectations are different from the 
original estimates, such differences will impact on the recognition of deferred tax assets and deferred 
tax in the periods in which such estimates have been changed.  

 
Provision for expected credit losses on trade receivables 
The Company uses a provision matrix to calculate ECLs for trade receivables.  The provision rates are 
based on days past due for groupings of various customer segments that have similar loss patterns. 

 
The provision matrix is initially based on the Company’s historical observed default rates.  The 
Company will calibrate the matrix to adjust the historical credit loss experience with forward-looking 
information.  For instance, if forecast economic conditions (i.e., gross domestic products) are expected 
to deteriorate over the next year which can lead to an increased number of defaults in the manufacturing 
sector, the historical default rates are adjusted.  At each reporting date, the historical observed default 
rates are updated and changes in the forward-looking estimates are analysed. 

 
The assessment of the correlation among historical observed default rates, forecast economic conditions 
and ECLs is a significant estimate.  The amount of ECLs is sensitive to changes in circumstances and 
forecast economic conditions.  The Company’s historical credit loss experience and forecast of 
economic conditions may also not be representative of customer’s actual default in the future.  The 
information about the ECLs on the Company’s trade receivables is disclosed in note 10 to the financial 
statements. 
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4. REVENUE AND OTHER INCOME 
 
 Revenue represents the net invoiced value of goods sold.    
 

(i)   Disaggregated revenue information 
The Company’s entire revenue of goods transferred is recognised at a point in time. 
 

(ii) Performance obligations 
Information about the Company’s performance obligations is summarised below: 
 
Sale of garment products  
The performance obligation is satisfied upon delivery of the home and garment products is 
generally due with 30 to 90 days from delivery, except for new customers, where payment in 
advance is normally required  

 
 An analysis of revenue and other income is as follows: 
 
   2019 2018 
   HK$ HK$ 
 
 Revenue from contracts with customers 
 Sale of goods 47,593,157 84,943,547    __________ __________    __________ __________ 
 
 Other income 
 Interest income  1,849 169 
 Penalties charged to suppliers  1,820,409 383,434 
 Foreign exchange differences, net  - 420,858    __________ __________ 
 
    1,822,258 804,461    __________ __________    __________ __________ 
 
 
5. PROFIT BEFORE TAX 
 
 The Company’s profit before tax is arrived at after charging/(crediting): 
  
  Notes 2019 2018 
   HK$ HK$ 
 
 Cost of inventories sold  37,358,599 67,195,797 
 Auditor’s remuneration  78,000 65,000 
 Depreciation 9 37,221 45,707 
 Minimum lease payments under operating leases  458,840 479,296 
 Employee benefit expense (excluding  
                  directors’ remuneration (note 7)): 
           Salaries and allowances  4,123,215 3,148,324 
 Foreign exchange differences, net  163,543 (    420,858) 
 Reversal of impairment of trade receivables 10 (        7,473) -    _________ _________    _________ _________ 
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6.  FINANCE COSTS 
 
   2019 2018 
   HK$ HK$ 
 
 Interest on bank loans and overdrafts  49,093 123,625    _________ _________    _________ _________ 
 
 
7. DIRECTORS’ REMUNERATION 
 
 None of the directors received any fees or emoluments in respect of their services rendered to the 

Company during the year (2018: Nil). 
 
 
8. INCOME TAX 
 
 No provision for Hong Kong profits tax has been made for the year as the Company did not generate 

any assessable profits in Hong Kong during the year (2018: Nil).   
 
A reconciliation of the tax charge applicable to profit before tax at the Hong Kong statutory rate to the 
tax charge at the effective tax rate, and a reconciliation of the applicable rate (i.e., the statutory tax rate) 
to the effective tax rate, are as follows: 

 
 2019 2018 
  HK$ % HK$ % 
 
 Profit before tax 354,560  928,758    _________  _________    _________  _________ 
 
 Tax at the statutory tax rate 58,502  16.5 153,245 16.5 
 Income not subject to tax (      58,502) (  16.5) (    153,245) (  16.5)    _________ _____ _________ _____ 
 
 Tax at the effective tax rate - - - -    _________ _____ _________ _____    _________ _____ _________ _____ 
 

There was no unprovided deferred tax in respect of the year and as at the end of the reporting period 
(2018: Nil). 
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9. PROPERTY, PLANT AND EQUIPMENT 
 
     Office 
     equipment 
     HK$ 
 31 March 2019 
 
 At 31 March 2018 and 1 April 2018: 
     Cost   189,348 
     Accumulated depreciation   (  123,786)    ________ 
 
     Net carrying amount   65,562    ________    ________ 
 
 At 1 April 2018, net of accumulated depreciation   65,562 
 Additions   10,035 
 Depreciation provided during the year   (    37,221)    ________ 
 
 At 31 March 2019, net of accumulated depreciation   38,376    ________    ________ 
 
 At 31 March 2019: 
     Cost   199,383 
     Accumulated depreciation   (  161,007)    ________ 
 
     Net carrying amount   38,376    ________    ________        
 31 March 2018 
 
 At 1 April 2017: 
     Cost   124,573 
     Accumulated depreciation   (    78,079)    ________ 
 
     Net carrying amount   46,494    ________    ________ 
 
 At 1 April 2017, net of accumulated depreciation   46,494 
 Additions   64,775 
 Depreciation provided during the year   (    45,707)    ________ 
 
 At 31 March 2018, net of accumulated depreciation   65,562    ________    ________ 
 
 At 31 March 2018: 
     Cost   189,348 
     Accumulated depreciation   (  123,786)    ________ 
 
     Net carrying amount   65,562    ________      ________    
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10. TRADE RECEIVABLES 
 

  2019 2018 
  HK$ HK$ 
 
Trade receivables  6,078,196 8,299,513 
Impairment  (        18,383) -    __________ __________ 

 
  6,059,813 8,299,513    __________ __________    __________ __________ 

 
 The Company’s trading terms with its customers are mainly on credit, except for new customers, where 

payment in advance is normally required.  The credit period is generally 30 days, extending up to 90 
days for major customers.  The Company seeks to maintain strict control over its outstanding 
receivables.  Overdue balances are reviewed regularly by senior management.  The Company does not 
hold any collateral or other credit enhancements over its trade receivable balances.  Trade receivables 
are non-interest-bearing.  

 
  The movements in the loss allowance for impairment of trade receivables are as follows: 
 
   2019 2018 
   HK$ HK$ 
 
 At beginning of year - - 

Effect of adoption of HKFRS 9 25,856 -  _________ _________ 
  
 At beginning of year (restated) 25,856 - 
 Reversal of impairment losses (note 5) (        7,473) -  _________ _________ 
 
 At end of year 18,383 -  _________ _________  _________ _________ 
  

Impairment under HKFRS 9 for the year ended 31 March 2019 
An impairment analysis is performed at each reporting date using a provision matrix to measure 
expected credit losses.  The provision rates are based on days past due for groupings of various 
customer segments with similar loss patterns (i.e., by geographical region, product type and customer 
type).  The calculation reflects the probability-weighted outcome, the time value of money and 
reasonable and supportable information that is available at the reporting date about past events, current 
conditions and forecasts of future economic conditions.  Generally, trade receivables are written off if 
past due for more than one year and are not subject to enforcement activity.  
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10. TRADE RECEIVABLES (continued) 
 
Impairment under HKFRS 9 for the year ended 31 March 2019 (continued) 
Set out below is the information about the credit risk exposure on the Company’s trade receivables 
using a provision matrix:  
 
As at 31 March 2019 

                                  Pass due                                                                                            ____________________________________________  

     Less than 1 to 3 Over 3 
   Current 1 month months months Total 
 

Expected credit loss rate  0.29% 0.30% 0.65% 1.00% 0.30% 
Gross carrying amount (HK$)  4,204,673 1,785,012 - 88,511 6,078,196 
Expected credit losses (HK$)  12,197 5,305 -  881  18,383 

 
Impairment under HKAS 39 for the year ended 31 March 2018 
An ageing analysis of the trade receivables as at 31 March 2018 that were past due but not individually 
nor collectively considered to be impaired under HKAS 39 is as follows: 
 

    2018 
    HK$ 
 
 Neither past due nor impaired   1,763,094 
 Past due but not impaired: 
     Less than one month  6,289,135 
     One to three months  206,302 
     Over three months  40,982   _________ 
 
     8,299,513     _________     _________ 
  

 Receivables that were neither pas due nor impaired related to a large number of diversified customers 
for whom there was no recent history of default. 

 
 Receivables that were past due but not impaired related to a number of independent customers that had 
a good track record with the Company.  Based on past experience, the directors of the Company were of 
the opinion that no provision for impairment under HKAS 39 was necessary in respect of these balances 
under HKAS 39 was necessary in respect of these balance as there had not been a significant change in 
credit quality and the balances were still considered fully recoverable.  
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11. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 
 
   2019 2018 
   HK$ HK$ 
  
 Prepayments  1,602,696 2,381,050 
 Deposits  97,726 102,083 
 Other receivables  463,818 350,531    _________ _________ 
 
   2,164,240 2,833,664 
 Less: Portion classified as non-current  (      85,390) (     102,083)    _________ _________ 
 
   2,078,850 2,731,581    _________ _________    _________ _________ 
 
 None of the above assets is either past due or impaired.  The financial assets included in the above 

balances relate to receivables for which there was no recent history of default. 
 
 
12.       OTHER PAYABLES AND ACCRUALS 
 
  Note 2019 2018 
   HK$ HK$ 
 
 Accrued employee benefits  203,185 - 
 Accruals  755,389 400,572 
 Contract liabilities (i) 58,260 - 
 Receipts in advance  - 147,086    _________ _________ 
 
    1,016,834 547,658    _________ _________    _________ _________ 
  

(i) Details of contract liabilities as at 31 March 2019 and 1 April 2018 are as follows 
 
   2019 2018 
   HK$ HK$ 
 Short-term advances received from customers 
 Sales of goods  58,260 147,086    _________ _________    _________ _________ 
 
 Contract liabilities include short-term advances received to deliver garment products. 
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13. INTEREST-BEARING BANK BORROWINGS 
 
  2019 2018 
  HK$ HK$ 
 
 Trust receipt loans  -  3,244,868    _________ _________    _________ _________ 

 
The trust receipt loans as at 31 March 2018 were denominated in US$, interest-bearing at 3.72%-3.86% 
per annum and were repaid in April 2018. 
 
The interest-bearing bank borrowings were guaranteed by the immediate holding company and a 
director of the Company. 
 

 
14. SHARE CAPITAL 
 
  2019 2018 
  HK$ HK$ 
 
 Issued and fully paid:  
     10,000 (2018: 10,000) ordinary shares  10,000 10,000   _______ _______   _______ _______ 
 
 
15.  NOTES TO THE STATEMENT OF CASH FLOWS 
 
     Bank loans 
     HK$ 
 
 At 1 April 2018 3,244,868 
 Change from financing cash flows ( 3,244,868)     _________ 
 
 At 31 March 2019 -     _________     _________ 
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16. OPERATING LEASE ARRANGEMENTS 
 

The Company leases its office premises under operating lease arrangements, with leases negotiated for 
terms ranging from three to four years.  The terms of the leases generally also require the tenants to pay 
security deposits. 

 
 At the end of the reporting period, the Company had total future minimum lease payments under non-

cancellable operating leases falling due as follows: 
 
   2019 2018 
   HK$ HK$ 
 
 Within one year  453,961 460,895 
 In the second to fifth years, inclusive  516,416 985,200    _________ _________ 
 
    970,377 1,446,095    _________ _________    _________ _________ 
 
 
17. RELATED PARTY TRANSACTIONS  
 

(a) In addition to the transactions and balances detailed elsewhere in these financial statements, the 
Company had the following transactions with related parties during the year: 

 
    Notes 2019 2018 
     HK$ HK$ 
 
  Intermediate holding company: 
   Management fees paid (i) 221,730 295,640 
       
 Immediate holding company  (ii) 1,887,141 6,863,825 
  Commissions paid 
 
  Fellow subsidiary: 
      Commission paid (ii) - 2,570,084 
      Human resources support expenses (iii) 440,939 530,752 
   Compliance fees paid  (iv) 38,466 138,453    _________ _________    _________ _________ 
 
  Notes: 
 
  (i) The management fees paid were charged based on terms mutually agreed between the 

Company and an intermediate holding company.  
 
  (ii) The commissions paid were in relation to sourcing services rendered by the immediate 

holding company and a fellow subsidiary, and were charged at rates mutually agreed 
between the Company and the respective related parties.  
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17. RELATED PARTY TRANSACTIONS (continued) 
 

(a) (continued) 
   
  Notes: (continued) 
 
  (iii) The human resources support expenses were charged by a fellow subsidiary based on rates 

mutually agreed between the Company and the fellow subsidiary. 
 
  (iv) The compliance fees paid were charged by a fellow subsidiary based on rates mutually 

agreed between the Company and a fellow subsidiary. 
 
 (b) Outstanding balances with related parties 
 
  The balances with the immediate holding company and a fellow subsidiary are unsecured, 

interest-free and repayable on demand. 
 
 (c) Compensation of key management personnel of the Company represented directors’ remuneration 

as disclosed in note 7 to the financial statements. 
 
 
18. FINANCIAL INSTRUMENTS BY CATEGORY 
 

The financial assets of the Company comprise trade receivables, deposits and other receivables, and 
cash and cash equivalents which are categorised as at amortised cost (2018: loans and receivables).  The 
carrying amounts of these financial assets are the amounts shown on the statement of financial position 
or in the corresponding notes to the financial statements.  The financial liabilities of the Company 
comprise trade payables, financial liabilities included in other payables and accruals, and amounts due 
to the immediate holding company and a fellow subsidiary, which are categorised as financial liabilities 
at amortised cost.  The carrying amounts of these financial liabilities are the amounts shown on the 
statement of financial position or in the corresponding notes to the financial statements. 
 
 

19. FAIR VALUE 
 

At the end of the reporting period, the carrying amounts of the Company’s financial assets and financial 
liabilities approximated to their fair values. 
 
The fair values of financial assets and liabilities are included at the amounts at which the instruments 
could be exchanged in current transactions between willing parties, other than in forced or liquidation 
sale transactions.  The fair values of trade receivables, deposits and other receivables, an amount due 
from a fellow subsidiary, cash and cash equivalents, trade payables, financial liabilities included in other 
payables and accruals, amounts due to the immediate holding company, an intermediate holding 
company and a fellow subsidiary approximated to their carrying amounts largely due to the short term 
maturities of these instruments. 
 
The Company did not have any financial assets and liabilities measured at fair value as at the end of 
each reporting period. 
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20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 

The Company’s exposure to foreign currency risk, credit risk and liquidity risk arises in the normal 
course of its business.  These risks are managed by the Company’s financial management policies and 
practices described below: 
 
Foreign currency risk 

 The Company’s account receivable and account payable are denominated in US$ and is exposed to 
 foreign currency risk.  The foreign currency risk is expected to be minimal due to the pegged rate of 

exchange between the HK$ and the US$, and the Company will continually monitor its foreign  
 currency risk exposure in light of various market conditions to determine if any hedging  
 arrangements are required in the future. 
 

Credit risk 
 The Company only trades with recognised and creditworthy parties.  It is the Company’s policy that all 

customers who wish to trade on credit terms are subject to credit verification procedures.  In addition, 
receivable balances are monitored on an ongoing basis and the Company’s exposure to bad debts is not 
significant. 

 
 The credit risk of the Company’s other financial assets, which comprise cash and bank balances, 

amounts due from affiliates, and deposits and other receivables, arises from default of the 
counterparties, with a maximum exposure equal to the aggregate carrying amount of these instruments. 

 
 Since the Company only trades with recognised and creditworthy parties, there is no requirement for 

collateral.  There are no significant concentrations of credit risk within the Company. 
 
Liquidity risk 
In the management of liquidity risk, the Company monitors and maintains a level of working capital 
deemed adequate, and maintains a balance between continuity and flexibility of funding from group 
companies. 
 
The Company’s financial liabilities as at the end of the reporting period, based on the contractual 
undiscounted payments, are either repayable on demand or repayable within three months subsequent to 
the end of the reporting period. 
 
Capital management 

  The primary objectives of the Company’s capital management are to safeguard the Company’s 
ability to continue as a going concern and to maintain healthy capital ratios in order to support its 
business and maximise the member’s value. 
 
The Company manages its capital structure and makes adjustments to it in light of changes in  
economic conditions.  To maintain or adjust the capital structure, the Company may adjust dividend 
payments to its member, return capital to the member or issue new shares.  No changes were made in 
the objectives, policies or processes for manageing capital during the years ended 31 March 2019 and 
31 March 2018. 
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21.  APPROVAL OF THE FINANCIAL STATEMENTS 
 
The financial statements were approved and authorised for issue by the board of directors on  
28 May 2019. 
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF PROFIT OR LOSS 
 
Year ended 31 March 2019 
 
 
 Notes 2019 2018 
  HK$ HK$ 
 
REVENUE 4 3,840,428,830 3,447,600,041 
 
Cost of sales  (  3,377,374,295) (  3,031,041,556)    _____________ _____________ 
 
Gross profit  463,054,535 416,558,485 
 
Other income and gains 4 148,556,200 122,514,404 
Selling and distribution expenses  (     165,121,716) (     126,019,473)  
Administrative expenses  (     328,206,072) (     302,615,166)  
Other operating expenses  (       13,079,993) (       11,228,683)  
Finance costs 6 (         7,783,065) (       14,849,849)  
Share of profits and losses of: 

Joint ventures  84,737 (         1,427,175) 
Associate  (         1,199,903) -   _____________ _____________ 

 
PROFIT BEFORE TAX 5 96,304,723 82,932,543 
 
Income tax credit/(expense) 8 3,785,234 (            222,061)   _____________ _____________ 
 
PROFIT FOR THE YEAR  100,089,957 82,710,482   _____________ _____________   _____________ _____________ 
 
Attributable to: 
    Owners of the parent  80,907,626 61,363,921 
    Non-controlling interests  19,182,331 21,346,561   _____________ _____________ 
 
    100,089,957 82,710,482   _____________ _____________   _____________ _____________ 
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME 
 
Year ended 31 March 2019 
 
 
 Notes 2019 2018 
  HK$ HK$ 
 
PROFIT FOR THE YEAR  100,089,957 82,710,482   __________ __________   __________ __________ 
 
OTHER COMPREHENSIVE INCOME/(LOSS) 
 
Other comprehensive loss that may be reclassified to profit or loss  
    in subsequent periods: 

Available-for-sale investments: 
        Changes in fair value of available-for-sale  
            investments, net of tax  - (   1,028,529) 

Reclassification adjustments for gains on disposal included 
        in the consolidated statement of profit or loss 5 - (      641,917)   __________ __________ 

 
  - (   1,670,446)   __________ __________ 
 

Cash flow hedges: 
        Effective portion of changes in fair value of hedging  
            instruments arising during the year 26 (   1,912,732) (   2,698,934)  
        Reclassification adjustments for losses included  
            in the consolidated statement of profit or loss 26    3,258,927 565,547       __________ __________ 
 
  1,346,195 (   2,133,387)   __________ __________ 
 
Exchange differences on translation of foreign operations  (   3,409,255) 7,907,485    __________ __________ 
 
OTHER COMPREHENSIVE INCOME/(LOSS) FOR  
    THE YEAR, NET OF TAX  (   2,063,060) 4,103,652    __________ __________ 
 
TOTAL COMPREHENSIVE INCOME FOR THE YEAR  98,026,897 86,814,134   __________ __________   __________ __________ 
 
Attributable to: 
    Owners of the parent  78,680,922 64,568,670 
    Non-controlling interests  19,345,975 22,245,464   __________ __________ 
 
  98,026,897 86,814,134   __________ __________   __________ __________ 
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
 
31 March 2019 
 
 
 Notes  2019 2018 
  HK$ HK$ 
 
NON-CURRENT ASSETS 
Property, plant and equipment 10 23,672,213 11,049,011 
Investment properties 11 109,972,597 116,479,994 
Held-to-maturity financial assets 12 - 28,634,208  
Financial assets at fair value through profit or loss 13 25,117,526 - 
Interests in joint ventures 14 16,391,778 18,728,263 
Interest in an associate 15 14,310,775 - 
Goodwill 16 9,108,720 583,365 
Intangible assets 17 545,985 484,321  
Available-for-sale investments 18 - 24,265,742 
Deposits 21 324,934 947,217 
Deferred tax assets 27 217,011 153,585    ____________ ____________ 
Total non-current assets  199,661,539 201,325,706   ____________ ____________ 
 
CURRENT ASSETS 
Inventories 19 76,285,081 35,187,930 
Trade and bills receivables 20 535,049,534 438,274,215 
Prepayments, deposits and other receivables 21 84,578,627 82,676,037 
Available-for-sale investments 18 - 30,099,910 
Financial assets at fair value through profit or loss 13 19,741,503 - 
Due from the ultimate holding company 37(b)(iii) 5,425,990 - 
Due from fellow subsidiaries 37(b)(i) 331,619,519 256,560,002 
Due from non-controlling shareholders 37(b)(ii) 172,669 2,247,999 
Due from a related company 37(b)(iv) 17,645,452  10,965,669 
Derivative financial instruments 26 901,657 749,924  
Pledged time deposits 22 147,110,142 137,390,668  
Cash and bank balances 22 132,729,326 63,143,580    ____________ ____________ 
Total current assets  1,351,259,500  1,057,295,934    ____________ ____________ 
 
 
CURRENT LIABILITIES 
Trade and bills payables   455,282,358 308,819,550 
Other payables and accruals 23 59,769,392 33,693,754 
Interest-bearing bank borrowings 24 388,985,231 387,361,774 
Finance lease payable 25 55,257 - 
Due to the ultimate holding company 37(b)(iii) - 11,448 
Due to the immediate holding company 37(b)(iii) 10,639,585 16,782,200 
Due to fellow subsidiaries 37(b)(i) 116,551,736 54,231,364 
Due to related companies 37(b)(iv) 51,248 1,810,980 
Due to joint ventures 37(b)(v) 5,712,652 2,820,156 
Derivative financial instruments 26 873,709 2,067,902 
Tax payable  8,138,865 26,379,079   ____________ ____________ 
Total current liabilities  1,046,060,033 833,978,207   ____________ ____________ 
 
   continued/…
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
 
Year ended 31 March 2019 
 
 
    Attributable to owners of the parent  __________________________________________________________________________________________________________________ 

   Available- 
   for-sale      
   investment      Non- 
  Share revaluation Hedging Capital Retained Exchange  controlling Total 
 Notes capital reserve reserve reserve profits reserve Total interests equity 
  HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ 
 
At 1 April 2018  31,120,000 (     5,980,405)* (     1,318,247) (   12,645,530)* 401,302,100* (     3,486,396)* 408,991,522 15,651,911 424,643,433 
Effect of adoption of HKFRS 9 2.2(a) - 5,980,405 - - (     8,025,430) - (     2,045,025) (        404,301) (      2,449,326)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
At 1 April 2018, as adjusted  31,120,000 - (     1,318,247)* (   12,645,530)* 393,276,670* (     3,486,396)* 406,946,497 15,247,610 422,194,107 
 
Profit for the year  - - - - 80,907,626 - 80,907,626 19,182,331 100,089,957 
Other comprehensive income/(loss) 
    for the year: 
    Cash flow hedges, net of tax  - - 1,346,195 - - - 1,346,195 - 1,346,195 
    Exchange differences on translation            
        of foreign operations  - - - - - (     3,572,899) (     3,572,899) 163,644 (      3,409,255)   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
 
Total comprehensive income/(loss) for the year  - - 1,346,195  - 80,907,626 (     3,572,899) 78,680,922 19,345,975 98,026,897   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
 
Capital contribution by non-controlling 
    shareholders  - - - - - - - 61,166 61,166 
First interim 2019 dividend paid 9 - - - - (     6,418,500) - (     6,418,500)  - (       6,418,500)  
Second interim 2019 dividend paid 9 - - - - (     3,890,010) - (     3,890,010) - (       3,890,010) 
Dividend paid to non-controlling shareholders  - - - - - - - (   11,427,834) (     11,427,834)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
 
At 31 March 2019  31,120,000 - 27,948* (   12,645,530)* 463,875,786* (     7,059,295)* 475,318,909 23,226,917 498,545,826   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 

 
 
 
 

continued/… 
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued) 
 
Year ended 31 March 2019 
 
 
    Attributable to owners of the parent  __________________________________________________________________________________________________________________ 

   Available- 
   for-sale      
   investment      Non- 
  Share revaluation Hedging Capital Retained Exchange  controlling Total 
 Note capital reserve reserve reserve profits reserve Total interests equity 
  HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ 
 
At 1 April 2017  31,120,000 (     4,309,959) 815,140  (   12,645,530)    348,573,979 (   10,494,978)  353,058,652 8,138,439 361,197,091 
 
Profit for the year  - - - - 61,363,921 - 61,363,921 21,346,561 82,710,482 
Other comprehensive income/(loss) 
    for the year: 
    Changes in fair values of 
        available-for-sale investments, net of tax  - (     1,670,446) - - - - (     1,670,446)  - (       1,670,446) 
    Cash flow hedges, net of tax  - - (    2,133,387) - - - (     2,133,387) - (       2,133,387) 
    Exchange differences on translation            
        of foreign operations  - - - - - 7,008,582 7,008,582 898,903 7,907,485   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
 
Total comprehensive income/(loss) for the year  - (     1,670,446) (     2,133,387)  - 61,363,921 7,008,582 64,568,670 22,245,464 86,814,134   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
 
First 2018 interim dividend paid 9 - - - - (     2,800,800) - (     2,800,800)  - (       2,800,800)  
Second 2018 interim dividend paid 9 - - - - (     5,835,000) - (     5,835,000)  - (       5,835,000)  
Dividend paid to non-controlling shareholders  - - - - - - - (  14,731,992) (     14,731,992)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 
 
At 31 March 2018  31,120,000 (     5,980,405)* (     1,318,247)* (   12,645,530)* 401,302,100* (     3,486,396)* 408,991,522 15,651,911 424,643,433   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ____________ 

 
* These reserve accounts comprise the consolidated reserves of HK$444,198,909 (2018: HK$377,871,522) in the consolidated statement of financial position. 
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF CASH FLOWS 
 
Year ended 31 March 2019 
 
 
 Notes 2019 2018 
  HK$ HK$ 
 
CASH FLOWS FROM OPERATING ACTIVITIES 
Profit before tax  96,304,723 82,932,543 
Adjustments for: 
    Finance costs 6    7,783,065  14,849,849 
    Interest income 4    (      3,528,747)  (     2,269,166) 
    Depreciation for property, plant and equipment 5 6,957,222 5,754,643 
    Depreciation for investment properties 5 5,496,236 2,958,885 
    Amortisation of intangible assets 5 194,835 220,416 
    Gain on disposal of items of property, plant  
        and equipment 5        (           23,858) (        421,739) 
    Loss on disposal of held-to-maturity financial assets 5 - 155,257 
    Gain on disposal of subsidiary 5 (           23,555) - 
    Impairment of trade receivables 5 240,816 39,671  
    Write-down of inventories to net realisable value 5 - 175,797 
    Fair value losses/(gains), net: 
        Available-for-sale investments  
            (transfer from equity on disposal) 5     - (        641,917) 
        Cash flow hedges (transfer from equity) 5 3,258,927 565,547 
        Financial assets 5 1,518,111 - 
    Share of profits and losses of joint ventures     (           84,737) 1,427,175 
    Share of loss of an associate  1,199,903 -   ___________ ___________ 
 
  119,292,941 105,746,961 
Increase in inventories  (    41,097,151)  (     6,402,410) 
Decrease/(increase) in trade and bills receivables  (  103,820,658) 15,142,442 
Increase in prepayments, deposits and  
    other receivables  (      2,703,063) (   16,225,846) 
Decrease/(increase) in amounts due from non-controlling  
    shareholders  2,057,082 (     1,294,339) 
Increase in amounts due from the ultimate holding company  (      5,437,438) - 
Increase in amounts due from fellow subsidiaries  (    77,453,567) ( 164,546,985)  
Increase in an amount due from a related company  (      6,679,783) (     3,421,563) 
Increase in trade and bills payables  149,907,106 57,025,415  
Increase in other payables and accruals  31,584,438 7,091,047 
Increase in an amount due to the ultimate holding company  - 11,448  
Decrease in an amount due to the immediate  
    holding company  (      5,873,431) (     2,346,484) 
Increase in amounts due to fellow subsidiaries  62,640,771 4,916,511 
Increase/(decrease) in amounts due to the related company  (      1,759,732) 1,803,200 
Decrease in amounts due to joint ventures  2,892,496 2,431,156 
Decrease in an amount due to a non-controlling  
    shareholder  - (            2,778) 
Decrease in derivative financial instruments  (     3,258,927)  (        565,547)    ___________ ___________ 
 
Cash generated from/(used in) operations  120,291,084 (        637,772)   ___________ ___________ 
 
 
   continued/…



13 

NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF CASH FLOWS (continued) 
 
Year ended 31 March 2019 
 
 
  2019 2018 
  HK$ HK$ 
 
CASH FLOWS FROM OPERATING ACTIVITIES (continued) 
Cash generated from/(used in) operations  120,291,084 (        637,772) 
Hong Kong profits tax refunded  (   13,929,192) - 
Overseas taxes paid  (        513,582) (        293,794) 
Interest element of finance lease rental payments  (               565) - 
Interest paid  (     7,783,065)  (   14,849,849)    ___________ ___________ 
 
Net cash flows from/(used in) operating activities  98,064,680 (   15,781,415)   ___________ ___________ 
 
CASH FLOWS FROM INVESTING ACTIVITIES  
Purchases of items of property, plant and equipment  (   14,872,654)  (     7,695,374)  
Additions to an investment property  (          65,804)   (        172,037)  
Purchases of intangible assets   (        256,499) (          12,021)  
Purchases of held-to-maturity financial assets   - (   25,813,244)  
Purchases of available-for-sale investments   - (   35,776,072)  
Purchases of financial assets at fair value through profit or loss  (   12,701,318) - 
Proceeds from disposal of held-to-maturity financial assets  - 21,386,609 
Proceeds from disposal of available-for-sale investments  - 10,189,363 
Proceeds from disposal of financial assets at fair value `   
     through profit or loss  51,429,148 - 
Proceeds from disposal of items of property, plant and     
    equipment  1,140,384 485,179 
Acquisition of a subsidiary  (   13,164,383) - 
Acquisition of an associate  (   15,510,678) - 
Disposal of a subsidiary  389,000 - 
Repayment from/(advance to) the joint ventures  2,421,222 (   10,982,139)  
Interest received  3,528,747 2,269,166 
Decrease in time deposits with original maturity if more than 
    three months when acquired, pledged as security for  
    banking facilities   855,756 7,515,409   ___________ ___________ 
 
Net cash flows used in investing activities  3,192,921 (   38,605,161)    ___________ ___________ 
 
CASH FLOWS FROM FINANCING ACTIVITIES 
Dividend paid   (   10,308,510)  (     8,635,800)  
Dividend paid to non-controlling shareholders  (   11,427,834)  (   14,731,992)  
Proceeds from/(repayment of) bank loans, net   (   11,574,569) 40,426,604 
Capital contribution from non-controlling shareholders  61,166 - 
Capital element of finance lease rental payments  (          28,822) -   ___________ ___________ 
 
Net cash flows from/(used in) financing activities  (   33,278,569) 17,058,812    ___________ ___________ 
 

 
 

continued/… 
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NORWEST INDUSTRIES LIMITED 
 
CONSOLIDATED STATEMENT OF CASH FLOWS (continued) 
 
Year ended 31 March 2019 
 
 
 Notes 2019 2018 
  HK$ HK$ 
 
NET INCREASE/(DECREASE) IN CASH AND CASH 
 EQUIVALENTS   67,979,032 (   37,327,764) 
Cash and cash equivalents at beginning of year  153,551,128 187,447,632 
Effect of foreign exchange rate changes, net   (     1,190,180) 3,431,260     ___________ ___________ 
 
CASH AND CASH EQUIVALENTS AT END OF YEAR  220,339,980 153,551,128   ___________ ___________   ___________ ___________ 
 
ANALYSIS OF BALANCES OF CASH AND CASH 
    EQUIVALENTS 
Cash and cash equivalents as stated in the consolidated 
    statement of financial position  22 132,729,326 63,143,580 
Time deposits with original maturity of less than three months 
    when acquired, pledged as security for banking facilities 22 109,056,450 98,481,220 
Bank overdrafts 24   (   21,445,796) (     8,073,672)    ___________ ___________ 
 
Cash and cash equivalents as stated in the consolidated 
    statement of cash flows  220,339,980 153,551,128   ___________ ___________   ___________ ___________ 
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1. CORPORATE AND GROUP INFORMATION 
 
 Norwest Industries Limited is a limited company incorporated in Hong Kong.  The registered office of 

the Company is located at 7/F., Park Fook Industrial Building, 615-617 Tai Nan West Street, Cheung Sha 
Wan, Kowloon, Hong Kong. 

 
 During the year, the Group was principally involved in the trading of garment. 
 
 The Company is a subsidiary of Multinational Textile Group Limited, a company incorporated in 

Mauritius.  In the opinion of the directors, the Company’s ultimate holding company is PDS 
Multinational Fashions Limited, a company incorporated in India with shares listed on the Bombay Stock 
Exchange Limited and the National Stock Exchange of India Limited. 

 
 Information about subsidiaries 
 Particulars of the Company’s principal subsidiaries as at 31 March 2019 are as follows: 
 
  Place of Issued Percentage  
  incorporation/ ordinary/ of equity 
  registration registered attributable to Principal 
 Name and business share capital the Company activities 
    2019 2018 
  
 Direct subsidiaries 
 Grand Pearl Trading People’s  United States 100% 100% Provision of 
     Company Limited*# Republic of dollar (“US$”)   sourcing 
  China (“PRC”)/ 150,000   services 
  Mainland China 
 
 Design Arc Europe  Hong Kong US$100,000 70% 70% Trading of 
     Limited (“Design Arc     garment 
     Europe”)     products  
 
 Nor India Manufacturing  Hong Kong US$10,000 100% 100% Trading of 
     Company Limited     garment 
      products 
 
 Nor Lanka Manufacturing Hong Kong HK$10,000 100% 100% Trading of 
     Limited      garment 
            products 
 
 Rising Star Asia Hongkong  Hong Kong US$10,000 100% 100% Trading of 
     Co., Limited      garment 
        products 
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1. CORPORATE AND GROUP INFORMATION (continued) 
 
 Information about subsidiaries (continued) 
 
  Place of Issued Percentage  
  incorporation/ ordinary/ of equity 
  registration registered attributable to Principal 
 Name and business share capital the Company activities 
    2019 2018 
 
 Direct subsidiaries (continued) 
 Spring Near East Hong Kong US$200,000 65% 65% Trading of 
     Manufacturing     garment 
     Company Limited     products 
     (“Spring Near East”) 
 
 360 Notch Limited Hong Kong US$100,000 100% 100% Trading of 
           garment 
         products 
     
 Clover Collections  Hong Kong US$200,000 100% 100% Provision of 
     Limited     design  
          services 
    
 Design Arc Asia Limited  Hong Kong US$100,000 85% 85% Provision of 
     (“Design Arc Asia”)     sourcing 
      services 
 
 Kleider Sourcing Hong Kong US$10,000 51% 51% Provision of 
     Hongkong Limited     design, 
     (“Kleider HK”)     sourcing, and 
      trading of 
      garment 
      products  
 
 Razamtazz Limited* Mauritius British Pound 100% 100% Investments in  
   Sterling (“GBP”)   properties 
   8,500,000 
 
 Krayons Sourcing Limited   Hong Kong US$10,000 80% 80% Trading of 
     (“Krayons”)     garment 
        products 
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1. CORPORATE AND GROUP INFORMATION (continued) 
 
 Information about subsidiaries (continued) 
 
  Place of Issued Percentage  
  incorporation/ ordinary/ of equity 
  registration registered attributable to Principal 
 Name and business share capital the Company activities 
    2019 2018 
 
 Direct subsidiaries (continued) 
 JJ Star Industrial Limited Hong Kong US$50,000 57.5% 57.5% Trading of 
     (“JJ Star”)     garment 
      products 
 
 Twins Asia Limited Hong Kong US$100,000 85% 85% Trading of 
     (“Twins Asia”)     garment  
      products 
 
 Fareast Vogue Limited Hong Kong US$10,000 60% 60% Trading of 
     (“Fareast Vogue”)     garment 
      products 
 
 PDS Far-east Limited Hong Kong US$1,000 100% 100% Trading of  
      garment 
      products 
 
 Kindred Brands Limited Hong Kong US$1,000 60% 60% Inactive 
  
 Styleberry Limited Hong Kong US$10,000 85% 85% Trading of 
      garment 
      products 
  
 PDS Far East USA Inc.* The United US$50,000 100% 100% Inactive 
  States 
 
 Fabric & Trims Limited Hong Kong US$10,000 100% 100% Inactive 
 
 Smart Notch Industrial  Hong Kong US$10,000 100% 100% Inactive 
     Limited  
 
 Jcraft Array Limited  Hong Kong US$50,000 85% 85% Inactive 
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1. CORPORATE AND GROUP INFORMATION (continued) 
 
 Information about subsidiaries (continued) 
 
  Place of Issued Percentage  
  incorporation/ ordinary/ of equity 
  registration registered attributable to Principal 
 Name and business share capital the Company activities 
    2019 2018 
 
 Indirect subsidiaries 
 Nor Lanka Colombo Sri Lanka Sri Lankan 100% 100% Trading of 
     Manufacturing  Rupee   garment 
     Company Limited  (“LKR”)   products 
       64,427,000 
 
 Nor Europe  Spain EUR3,000 70% 70% Provision of 
     Manufacturing S.L.*     sourcing 
      services 
  
 Nor Lanka Progress Sri Lanka US$1 100% 100% Inactive 
     (Private) Limited* 
 
 Kleider Sourcing Limited* Bangladesh Bangladeshi 51% 51% Provision of 
     (“Kleider BD”)  Taka (“BDT”)   sourcing 
   99,900,200   services 
 
 Smart Notch (Shanghai) *# PRC/ Renminbi 100% 100% Provision of 
     Limited   Mainland China   (“RMB”)           sourcing 
           500,000                       service 
                
 
 * Not audited by Ernst & Young, Hong Kong or another member firm of the Ernst &Young global network. 
 # The subsidiary is registered as a wholly-foreign-owned enterprise under the PRC law. 
 
  



NORWEST INDUSTRIES LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
31 March 2019 

19 

 
 
2.1 BASIS OF PREPARATION 
 
 These financial statements have been prepared in accordance with Hong Kong Financial Reporting 

Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong 
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified 
Public Accountants, accounting principles generally accepted in Hong Kong and the Hong Kong 
Companies Ordinance.  They have been prepared under the historical cost convention, except for 
derivative financial instruments and financial assets at fair value through profit or loss, which have been 
measured at fair value.  These financial statements are presented in Hong Kong dollars (“HK$”). 

 
 Basis of consolidation 
 The consolidated financial statements include the financial statements of the Company and its 

subsidiaries (collectively referred to as the “Group”) for the year ended 31 March 2019.  A subsidiary is 
an entity (including a structured entity), directly or indirectly, controlled by the Company.  Control is 
achieved when the Group is exposed, or has rights, to variable returns from its involvement with the 
investee and has the ability to affect those returns through its power over the investee (i.e., existing rights 
that give the Group the current ability to direct the relevant activities of the investee). 

 
 When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an 

investee, the Group considers all relevant facts and circumstances in assessing whether it has power over 
an investee, including: 

 (a)  the contractual arrangement with the other vote holders of the investee; 
 (b)  rights arising from other contractual arrangements; and 
 (c)  the Group’s voting rights and potential voting rights.  
 
 The financial statements of the subsidiaries are prepared for the same reporting period as the Company, 

using consistent accounting policies.  The results of its subsidiaries are consolidated from the date on 
which the Group obtains control, and continue to be consolidated until the respective dates that such 
control ceases. 

 
 Profit or loss and each component of other comprehensive income are attributed to the owners of the 

parent of the Group and to the non-controlling interests, even if this results in the non-controlling 
interests having a deficit balance.  All intra-group assets and liabilities, equity, income, expenses and 
cash flows relating to transactions between members of the Group are eliminated in full on consolidation. 

 
 The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there 

are changes to one or more of the three elements of control described above.  A change in the ownership 
interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. 

 
 If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and 

liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the 
cumulative translation differences recorded in equity; and recognises (i) the fair value of the 
consideration received, (ii) the fair value of any investment retained and (iii) any resulting surplus or 
deficit in profit or loss.  The Group’s share of components previously recognised in other comprehensive 
income is reclassified to profit or loss or retained profits, as appropriate, on the same basis as would be 
required if the Group had directly disposed of the related assets or liabilities. 
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES 
 
 The Group has adopted the following new and revised HKFRSs for the first time for the current year’s 

financial statements. 
 
Amendments to HKFRS 2 Classification and Measurement of Share-based Payment  
     Transactions 
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with HKFRS 4   
     Insurance Contracts 
HKFRS 9  Financial Instruments 
HKFRS 15   Revenue from Contracts with Customers 
Amendments to HKFRS 15  Clarifications to HKFRS 15 Revenue from Contracts with 
      Customers 
Amendments to HKFRS 40  Transfers of Investment Property 
HK(IFRIC)-Int 22  Foreign Currency Transactions and Advance Consideration 
Annual Improvements   Amendments to HKFRS 1 and HKAS 28 
    2014-2016 Cycle 

 
The nature and the impact of the new and revised HKFRSs are described below: 
 
(a) HKFRS 9 Financial Instruments replaces HKAS 39 Financial Instruments: Recognition and 

Measurement for annual periods beginning on or after 1 January 2018, bringing together all three 
aspects of the accounting for financial instruments: classification and measurement, impairment and 
hedge accounting. 

 
With the exception of hedge accounting, which the Group has applied prospectively, the Group has 
recognised the transition adjustments against the applicable opening balances in equity at 1 January 
2018.  Therefore, the comparative information was not restated and continues to be reported under 
HKAS 39. 

 
Classification and measurement  
The following information sets out the impacts of adopting HKFRS 9 on the statement of financial 
position, including the effect of replacing HKAS 39’s incurred credit loss calculations with HKFRS 
9’s expected credit losses (“ECLs”). 
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2.2      CHANGES IN ACCOUNTING POLICLIES AND DISCLOSURES (continued) 

 
(a) (continued) 

 
A reconciliation between the carrying amounts under HKAS 39 and the balances reported under 
HKFRS 9 at 1 April 2018 is as follows:  

 

     HKAS 39                                                           HKFRS 9 

    measurement   measurement 

   Re- 

                             Note       Category  Amount classification ECL Amount Category 

   HK$ HK$ HK$ HK$ 

   

Financial assets 

Trade and bills receivables                                (i)             L&R1   438,274,215 - ( 2,449,328)  435,824,887      AC2 

Deposits and other receivables        L&R   82,676,037  - - 82,676,037      AC 

Held-to-maturity financial assets        HTM3   28,634,208 ( 28,634,208) - -     N/A 

Available-for-sale investments         AFS4          54,365,652 ( 54,365,652) - -     N/A 

Financial assets at fair value  

    through profit or loss      FVPL5   -  82,999,860 - 82,999,860  FVPL 

Due from fellow subsidiaries       L&R 256,560,002 - - 256,560,002      AC 

Due from a related company        L&R   10,965,669 - - 10,965,669      AC 

Due from non-controlling shareholders       L&R     2,247,999 - - 2,247,999      AC 

Derivative financial instruments       L&R        749,924 - - 749,924      AC 

Pledged time deposits       L&R  137,390,668 - - 137,390,668      AC 

Cash and bank balances       L&R    63,143,580 - - 63,143,580      AC    __________ ________   ________   ___________ 

     

    1,075,007,954 - ( 2,449,328)  1,072,558,626  ----------   __________   ________ ________   ___________   __________   ________   ________   ___________ 

Financial liabilities 

Trade and bills payables   AC 308,819,550 - - 308,819,550      AC 

Other payables and accruals   AC 21,723,998 - - 21,723,998      AC 

Interest-bearing bank borrowings  AC 387,361,774 - - 387,361,774       AC 

Due to the ultimate holding company              AC 11,448 - - 11,448         AC 

Due to the immediate holding company              AC 16,782,200 - - 16,782,200         AC 

Due to fellow subsidiaries  AC 54,231,364 - - 54,231,364         AC 

Due to a related company  AC 1,810,980 - - 1,810,980       AC 

Due to joint ventures       AC 2,820,156 - - 2,820,156       AC 

Derivative financial instruments       AC        2,067,902 - - 2,067,902      AC   __________ ________   ________   ___________ 

     

    795,629,372 - - 795,629,372  ----------   __________   ________ ________   ___________   __________   ________   ________   ___________ 

      
1 L&R:  Loans and receivables 
2 AC:  Financial assets or financial liabilities at amortised cost 
3 HTM: Held-to maturity financial assets 
4 AFS: Available-for-sale investments 
5 FVPL: Financial assets at fair value through profit or loss  

 

Notes: 

 

(i) The Group has remeasured the carrying amount of the trade receivables and bills based on the ECL allowance. 
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2.2       CHANGES IN ACCOUNTING POLICLIES AND DISCLOSURES (continued) 
 

(a) (continued) 
 

Impairment 
The following table reconciles the aggregate opening impairment allowances under HKAS 39 to the 
ECL allowances under HKFRS 9.  Further details are disclosed in note 20 to the financial statements. 
 

   Impairment   
   allowances  ECL allowances 
   under HKAS 39  under HKFRS 9 
   at 31 March  at 1 April 
   2018 Re-measurement 2018 
   HK$ HK$ HK$ 
 
 Trade and bills receivables  39,671 2,449,326 2,488,997     _________ _________ _________     _________ _________ _________ 
 

Impact on reserves and retained profits 
The impact of transition to HKFRS 9 on reserves and retained profits is as follows: 

   
     Reserves and 
     retained profits 
    HK$ 
   
  Retained profits 
  Balance as at 31 March 2018 under HKAS 39   401,302,100 
  Recognition of expected credit losses for trade and bills receivables  
      under HKFRS9   (     2,045,025) 
  Reclassification of available-for-sale investments to financial assets at fair value 
      through profit or loss   (     5,980,405)     ___________ 
 
  Balance as at 1 April 2018 under HKFRS 9   393,276,670     ___________     ___________ 
 
  Fair value reserve under HKFRS 9   
      (available-for-sale investment revaluation reserve under HKAS 39) 
  Balance as at 31 March 2018 under HKAS 39   (     5,980,405) 
  Reclassification of available-for-sale investments to financial assets at fair value 
      through profit or loss        5,980,405     ___________ 
 
  Balance as at 1 April 2018 under HKFRS 9   -     ___________     ___________ 
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued) 
 

(b) HKFRS 15 and its amendments replace HKAS 11 Construction Contracts, HKAS 18 Revenue and 
related interpretations and it applies, with limited exceptions, to all revenue arising from contracts 
with customers.  HKFRS 15 establishes a new five-step model to account for revenue arising from 
contracts with customers.  Under HKFRS 15, revenue is recognised at an amount that reflects the 
consideration to which an entity expects to be entitled in exchange for transferring goods or services 
to a customer.  The principles in HKFRS 15 provide a more structured approach for measuring and 
recognising revenue.  The standard also introduces extensive qualitative and quantitative disclosure 
requirements, including disaggregation of total revenue, information about performance obligations, 
changes in contract assets and liabilities account balances between periods and key judgements and 
estimates.  The disclosures are included in notes 4 and 5 to the financial statements.  As a result of the 
application of HKFRS 15, the Group has changed the accounting policy with respect to revenue 
recognition in note 4 to the financial statements. 

 
The Group has adopted HKFRS 15 using the modified retrospective method of adoption.  Under this 
method, the standard can be applied either to all contracts at the date of initial application or only to 
contracts that are not completed at this date.  The Group has elected to apply the standard to contracts 
that are not completed as at 1 April 2018. 

 
The cumulative effect of the initial application of HKFRS 15 was not significant to the Group’s 
financial statements.  The Comparative information was not restated and continues to be reported 
under HKAS 11, HKAS 18 and related interpretations. 
 
Set out below are the amounts by which each financial statement line item was affected as at 1 April 
2018 as a result of the adoption of HKFRS 15.  The adoption of HKFRS 15 has had no impact on 
other comprehensive income or on the Group’s operating, investing and financing cash flows.  The 
first column shows the amounts recorded under HKFRS 15 and the second column shows what the 
amounts would have been had HKFRS 15 not been adopted: 

 
   Consolidated statement of financial position as at 1 April 2018: 
 
   Amounts prepared under 
    Previous Increase/ 
   HKFRS 15 HKFRS (decrease) 
  Note HK$ HK$ HK$ 
 
 Contract liabilities (i) 5,158,614 - 5,158,614 
 Other payables and accruals (i) 28,535,140 33,693,754 ( 5,158,614)     __________ __________ _________     __________ __________ _________ 
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued) 
 

(b) (continued) 
 
   Consolidated statement of financial position as at 31 March 2019: 
 
    Amounts prepared under 
    Previous Increase/ 
   HKFRS 15 HKFRS (decrease) 
  Note HK$ HK$ HK$ 
 
 Contract liabilities (i) 744,510 - 744,510 
 Other payables and accruals (i)  59,024,882 59,769,392 (    744,510)     __________ __________ _________     __________ __________ _________ 
 

The nature of the adjustments as at 1 April 2018 and the reasons for the significant changes in the 
statement of financial position as at 31 March 2019 are described below: 

 
(i) Consideration received from customers in advance 

 
Before the adoption of HKFRS 15, the Group recognised consideration received from customers 
in advance as other payables.  Under HKFRS 15, the amount is classified as contract liabilities 
which is included in other payables and accruals. 
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued) 
 

(b) (continued) 
 

(i) Consideration received from customers in advance (continued) 
 

Therefore, upon adoption of HKFRS 15, the Group reclassified HK$5,158,614 from other 
payables to contract liabilities as at 1 April 2018 in relation to the consideration received from 
customers in advance as at 1 April 2018. 

 
As at 31 March 2019, under HKFRS 15, HK$744,510 was reclassified from other payables to 
contract liabilities in relation to the consideration received from customers in advance. 

 
 
2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS 
 

 The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet 
effective, in these financial statements. 
 
Amendments to HKFRS 3 Definition of a Business2 
Amendments to HKFRS 9 Prepayment Features with Negative Compensation1 
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and its  

                 and HKAS 28 (2011)     Associate or Joint Venture4 
HKFRS 16 Leases1 
HKFRS 17 Insurance Contracts3 
Amendments to HKAS 1                     Definition of Material2 
    and HKAS 8 
Amendments to HKAS 19           Plan Amendment, Curtailment or Settlement1 
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures1 

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments1  
Annual Improvements  Amendments to HKFRS 3, HKFRS 11, HKAS 12  

                2015-2017 Cycle and HKAS 231   
 

1 Effective for annual periods beginning on or after 1 January 2019 
2 Effective for annual periods beginning on or after 1 January 2020 
3 Effective for annual periods beginning on or after 1 January 2021 
4 No mandatory effective date yet determined but available for adoption 
 
HKFRS 16 replaces HKAS 17 Leases, HK(FRIC)-Int 4 Determining whether an Arrangement contains a 
Lease, HK(SIC)-Int 15 Operating Leases - Incentives and HK(SIC)-Int 27 Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease.  The standard sets out the principles for the 
recognition, measurement, presentation and disclosure of leases and requires lessees to recognise assets 
and liabilities for most leases.  The standard includes two recognition exemptions for lessees - leases of 
low - value assets and short-term leases. 
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS 

(continued) 
 
At the commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., the 
lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e., 
the right-of-use asset).  The right-of-use asset is subsequently measured at cost less accumulated 
depreciation and any impairment losses unless the right-of-use asset meets the definition of investment 
property in HKAS 40, or relates to a class of property, plant and equipment to which the revaluation 
model is applied.  The lease liability is subsequently increased to reflect the interest on the lease liability 
and reduced for the lease payments.  Lessees will be required to separately recognise the interest expense 
on the lease liability and the depreciation expense on the right-of-use asset.  Lessees will also be required 
to remeasure the lease liability upon the occurrence of certain events, such as change in the lease term 
and change in future lease payments resulting from a change in an index or rate used to determine those 
payments.  Lessees will generally recognise the amount of the remeasurement of the lease liability as an 
adjustment to the right-of-use asset.  Lessor accounting under HKFRS 16 is substantially unchanged from 
the accounting under HKAS 17.  Lessors will continue to classify all leases using the same classification 
principle as in HKAS 17 and distinguish between operating leases and finance leases.  HKFRS 16 
requires lessees and lessors to make more extensive disclosures than under HKAS 17.  Lessees can 
choose to apply the standard using either a full retrospective or a modified retrospective approach.  The 
Group will adopt HKFRS 16 from 1 April 2019.  The Group plans to adopt the transitional provisions in 
HKFRS 16 to recognise the cumulative effect of initial adoption as an adjustment to the opening balance 
of retained earnings at 1 April 2019 and will not restate the comparatives.  In addition, the Group plans to 
apply the new requirements to contracts that were previously identified as leases applying HKAS 17 and 
measure the lease liability at the present value of the remaining lease payments, discounted using the 
Group’s incremental borrowing rate at the date of initial application.  The right-of-use asset will be 
measured at the amount of the lease liability, adjusted by the amount of any prepaid or accrued lease 
payments relating to the lease recognised in the statement of financial position immediately before the 
date of initial application.  The Group plans to use the exemptions allowed by the standard on lease 
contracts whose lease terms end within 12 months as of the date of initial application.  During 2019, the 
Group has performed a high-level assessment on the impact of adoption of HKFRS 16.  As disclosed in 
note 36 to the financial statements, at 31 March 2019, the Group had future minimum lease payments 
under non-cancellable operating leases in aggregate of approximately HK$3,892,619.  The Group 
currently is still assessing whether, upon adoption of HKFRS 16, certain amounts included therein will 
need to be recognised as new right-of-use assets and lease liabilities.  Further detailed analysis, however, 
will be needed to determine the amount of new right-of-use assets and lease liabilities to be recognised, 
including, but not limited to any amounts relating to leases of low value assets and short term leases, 
other practical expedients and reliefs chosen. 
 
Amendments to HKAS 1 and HKAS 8 provide a new definition of material.  The new definition states 
that information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on the basis of 
those financial statements.  The amendments clarify that materiality will depend on the nature or 
magnitude of information.  A misstatement of information is material if it could reasonably be expected 
to influence decisions made by the primary users.  The Group expects to adopt the amendments 
prospectively from 1 April 2020.  The amendments are not expected to have any significant impact on the 
Group’s financial statements 
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2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(continued) 
 
HK(IFRIC)-Int 23 addresses the accounting for income taxes (current and deferred) when tax treatments 
involve uncertainty that affects the application of HKAS 12 (often referred to as “uncertain tax 
positions”).  The interpretation does not apply to taxes or levies outside the scope of HKAS 12, nor does 
it specifically include requirements relating to interest and penalties associated with uncertain tax 
treatments.  The interpretation specifically addresses (i) whether an entity considers uncertain tax 
treatments separately; (ii) the assumptions an entity makes about the examination of tax treatments by 
taxation authorities; (iii) how an entity determines taxable profits or tax losses, tax bases, unused tax 
losses, unused tax credits and tax rates; and (iv) how an entity considers changes in facts and 
circumstances.  The interpretation is to be applied retrospectively, either fully retrospectively without the 
use of hindsight or retrospectively with the cumulative effect of application as an adjustment to the 
opening equity at the date of initial application, without the restatement of comparative information.  The 
Group expects to adopt the interpretation from 1 April 2019.  The interpretation is not expected to have 
any significant impact on the Group’s financial statements. 

 
 
2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 Investments in an associate and joint ventures 

An associate is an entity in which the Group has a long term interest of generally not less than 20% of the 
equity voting rights and over which it is in a position to exercise significant influence.  Significant 
influence is the power to participate in the financial and operating policy decisions of the investee, but is 
not control or joint control over those policies. 

 
 A joint venture is a type of joint arrangement whereby the parties that have joint control of the 

arrangement have rights to the net assets of the joint venture.  Joint control is the contractually agreed 
sharing of control of an arrangement, which exists only when decisions about the relevant activities 
require the unanimous consent of the parties sharing control. 

 
 The Group’s investments in an associate and joint ventures are stated in the consolidated statement of 

financial position at the Group’s share of net assets under the equity method of accounting, less any 
impairment losses.   

 
 Adjustments are made to bring into line any dissimilar accounting policies that may exist.  The Group’s 

share of the post-acquisition results and other comprehensive income of an associate and joint ventures is 
included in the consolidated statement of profit or loss and consolidated other comprehensive income, 
respectively.  In addition, when there has been a change recognised directly in the equity of the associate 
or joint venture, the Group recognises its share of any changes, when applicable, in the consolidated 
statement of changes in equity.  Unrealised gains and losses resulting from transactions between the 
Group and its associate or joint venture are eliminated to the extent of the Group’s investments in the 
associate or joint ventures, except where unrealised losses provide evidence of an impairment of the 
assets transferred.  Goodwill arising from the acquisition of associate or joint ventures is included as part 
of the Group’s investments in an associate or joint ventures. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Investments in an associate and joint ventures (continued) 
 If an investment in an associate becomes an investment in a joint venture or vice versa, the retained 

interest is not remeasured.  Instead, the investment continues to be accounted for under the equity 
method.  In all other cases, upon loss of significant influence over the associate or joint control over the 
joint venture, the Group measures and recognises any retained investment at its fair value.  Any 
difference between the carrying amount of the associate or joint venture upon loss of significant influence 
or joint control and the fair value of the retained investment and proceeds from disposal is recognised in 
profit or loss. 

 
 Business combinations and goodwill 
 Business combinations are accounted for using the acquisition method.  The consideration transferred is 

measured at the acquisition date fair value which is the sum of the acquisition date fair values of assets 
transferred by the Group, liabilities assumed by the Group to the former owners of the acquiree and the 
equity interests issued by the Group in exchange for control of the acquiree.  For each business 
combination, the Group elects whether to measure the non-controlling interests in the acquiree that are 
present ownership interests and entitle their holders to a proportionate share of net assets in the event of 
liquidation at fair value or at the proportionate share of the acquiree’s identifiable net assets.  All other 
components of non-controlling interests are measured at fair value.  Acquisition-related costs are 
expensed as incurred. 

 
 When the Group acquires a business, it assesses the financial assets and liabilities assumed for 

appropriate classification and designation in accordance with the contractual terms, economic 
circumstances and pertinent conditions as at the acquisition date.  This includes the separation of 
embedded derivatives in host contracts of the acquiree. 

 
 If the business combination is achieved in stages, the acquisition previously held equity interest is 

remeasured at its acquisition date fair value and any resulting gain or loss is recognised in profit or loss. 
 
 Any contingent consideration to be transferred by the acquirer is recognised at fair value at the 

acquisition date.  Contingent consideration classified as an asset or liability is measured at fair value with 
changes recognised in profit or loss.  Contingent consideration that is classified as equity is not 
remeasured and subsequent settlement is accounted for within equity. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Business combinations and goodwill (continued) 
 Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, 

the amount recognised for non-controlling interests and any fair value of the Group’s previously held 
equity interests in the acquiree over the identifiable net assets acquired and liabilities assumed.  If the 
sum of this consideration and other items is lower than the fair value of the net assets acquired, the 
difference is, after reassessment, recognised in profit or loss as a gain on bargain purchase. 

 
 After initial recognition, goodwill is measured at cost less any accumulated impairment losses.  Goodwill 

is tested for impairment annually or more frequently if events or changes in circumstances indicate that 
the carrying value may be impaired.  The Group performs its annual impairment test of goodwill as at 
31 March.  For the purpose of impairment testing, goodwill acquired in a business combination is, from 
the acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-generating 
units, that are expected to benefit from the synergies of the combination, irrespective of whether other 
assets or liabilities of the Group are assigned to those units or groups of units. 

 
 Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of 

cash-generating units) to which the goodwill relates.  Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the carrying amount, an impairment loss is 
recognised.  An impairment loss recognised for goodwill is not reversed in a subsequent period. 

 
 Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part 

of the operation within that unit is disposed of, the goodwill associated with the operation disposed of is 
included in the carrying amount of the operation when determining the gain or loss on the disposal.  
Goodwill disposed of in these circumstances is measured based on the relative values of the operation 
disposed of and the portion of the cash-generating unit retained. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Fair value measurement 
 The Group measures its derivative financial instruments and financial assets at fair value through profit 

or loss at the end of each reporting period.  Fair value is the price that would be received to sell an asset 
or paid to transfer a liability in an orderly transaction between market participants at the measurement 
date.  The fair value measurement is based on the presumption that the transaction to sell the asset or 
transfer the liability takes place either in the principal market for the asset or liability, or in the absence of 
a principal market, in the most advantageous market for the asset or liability.  The principal or the most 
advantageous market must be accessible by the Group.  The fair value of an asset or a liability is 
measured using the assumptions that market participants would use when pricing the asset or liability, 
assuming that market participants act in their economic best interest. 

 
 A fair value measurement of a non-financial asset takes into account a market participant’s ability to 

generate economic benefits by using the asset in its highest and best use or by selling it to another market 
participant that would use the asset in its highest and best use. 

 
 The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient 

data are available to measure fair value, maximising the use of relevant observable inputs and minimising 
the use of unobservable inputs. 

 
 All assets and liabilities for which fair value is measured or disclosed in the financial statements are 

categorised within the fair value hierarchy, described as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

 
Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities 
Level 2 - based on valuation techniques for which the lowest level input that is significant to the fair 

value measurement is observable, either directly or indirectly 
Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair    

value measurement is unobservable 
 
 For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group 

determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation 
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of 
each reporting period. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
  
 Impairment of non-financial assets 
 Where an indication of impairment exists or when annual impairment testing for an asset is required 

(other than inventories and financial assets), the asset’s recoverable amount is estimated.  An asset’s 
recoverable amount is the higher of the asset’s or cash-generating unit’s value in use and its fair value 
less costs of disposal, and is determined for an individual asset, unless the asset does not generate cash 
inflows that are largely independent of those from other assets or groups of assets, in which case the 
recoverable amount is determined for the cash-generating unit to which the asset belongs. 

 
 An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount.  

In assessing value in use, the estimated future cash flows are discounted to their present value using a 
pre-tax discount rate that reflects current market assessments of the time value of money and the risks 
specific to the asset.  An impairment loss is charged to the statement of profit or loss in the period in 
which it arises in those expense categories consistent with the function of the impaired asset. 

 
 An assessment is made at the end of each reporting period as to whether there is an indication that 

previously recognised impairment losses may no longer exist or may have decreased.  If such an 
indication exists, the recoverable amount is estimated.  A previously recognised impairment loss of an 
asset is reversed only if there has been a change in the estimates used to determine the recoverable 
amount of that asset, but not to an amount higher than the carrying amount that would have been 
determined (net of any depreciation/amortisation) had no impairment loss been recognised for the asset in 
prior years.  A reversal of such an impairment loss is credited to the statement of profit or loss in the 
period in which it arises. 

 
 Related parties 
 A party is considered to be related to the Group if: 
 

(a) the party is a person or a close member of that person’s family and that person 
(i) has control or joint control over the Group;  
(ii) has significant influence over the Group; or  
(iii) is a member of the key management personnel of the Group or of a parent of the Group;  

 
or 

 
(b)  the party is an entity where any of the following conditions applies:  

(i) the entity and the Group are members of the same group;  
(ii) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or 

fellow subsidiary of the other entity);  
(iii) the entity and the Group are joint ventures of the same third party;  
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third 

entity; 
(v) the entity is a post-employment benefit plan for the benefit of employees of either the Group 

or an entity related to the Group;  
(vi) the entity is controlled or jointly controlled by a person identified in (a);  
(vii) a person identified in (a)(i) has significant influence over the entity or is a member of the key 

management personnel of the entity (or of a parent of the entity); and  
(viii) the entity, or any member of a group of which it is a part, provides key management 

personnel services to the Group or to the parent of the Group. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
  
 Property, plant and equipment and depreciation 
 Property, plant and equipment are stated at cost less accumulated depreciation and any impairment losses.  

The cost of an item of property, plant and equipment comprises its purchase price and any directly 
attributable costs of bringing the asset to its working condition and location for its intended use. 

 
 Expenditure incurred after items of property, plant and equipment have been put into operation, such as 

repairs and maintenance, is normally charged to profit or loss in the year in which it is incurred.  In 
situations where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised 
in the carrying amount of the asset as a replacement.  Where significant parts of property, plant and 
equipment are required to be replaced at intervals, the Group recognises such parts as individual assets 
with specific useful lives and depreciates them accordingly. 

 
 Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant 

and equipment to its residual value over its estimated useful life.  The principal annual rates used for this 
purpose are as follows: 

 
 Leasehold improvements Over the shorter of the lease terms and 33⅓% 
 Building  3% 
 Furniture and fixtures 25% 
 Motor vehicles 33⅓% 
 Office equipment 33⅓% 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Property, plant and equipment and depreciation (continued) 
 Where parts of an item of property, plant and equipment have different useful lives, the cost of that item 

is allocated on a reasonable basis among the parts and each part is depreciated separately.  Residual 
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each 
financial year end. 

 
 An item of property, plant and equipment including any significant part initially recognised is 

derecognised upon disposal or when no future economic benefits are expected from its use or disposal.  
Any gain or loss on disposal or retirement recognised in profit or loss in the year the asset is derecognised 
is the difference between the net sales proceeds and the carrying amount of the relevant asset. 

 
 Investment properties 
 Investment properties are interests in land and buildings held to earn rental income and/or for capital 

appreciation, rather than for use in the production or supply of goods or services or for administrative 
purposes; or for sale in the ordinary course of business.  Such properties are measured initially at cost, 
including transaction costs and any directly attributable expenditure, and subsequently at cost less 
accumulated depreciation and any impairment losses.   

 
 Depreciation is calculated on the straight-line basis to write off the cost of each investment property, 

which is the shorter of 50 years and the term of the lease.   
 
 Any gain or loss on the retirement or disposal of investment properties recognised in the statement of 

profit or loss in the year the investment properties are derecognised is the difference between the net sales 
proceeds and the carrying amount of the investment properties. 

 
 Intangible assets (other than goodwill) 
 Intangible assets acquired separately are measured on initial recognition at cost.  The cost of intangible 

assets acquired in a business combination is the fair value at the date of acquisition.  The useful lives of 
intangible assets are assessed to be either finite or indefinite.  Intangible assets with finite lives are 
subsequently amortised over the useful economic life and assessed for impairment whenever there is an 
indication that the intangible asset may be impaired.  The amortisation period and the amortisation 
method for an intangible asset with a finite useful life are reviewed at least at each financial year end. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Investments and other financial assets (policies under HKFRS 9 applicable from 1 April 2018)  
Initial recognition and measurement  
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost and fair 
value through profit or loss. 

 
The classification of financial assets at initial recognition depends on the financial asset’s contractual 
cash flow characteristics and the Group’s business model for managing them.  With the exception of 
trade receivables that do not contain a significant financing component or for which the Group has 
applied the practical expedient of not adjusting the effect of a significant financing component, the Group 
initially measures a financial asset at its fair value through profit or loss, transaction costs.  Trade 
receivables that do not contain a significant financing component or for which the Group has applied the 
practical expedient are measured at the transaction price determined under HKFRS15 in accordance with 
the policies set out for “Revenue recognition (applicable from 1 April 2018)” below. 

 
In order for a financial asset to be classified and measured at amortised cost, it needs to give rise to cash 
flows that are solely payments of principal and interest (“SPPI”) on the principal amount outstanding. 
 
The Group’s business model for managing financial assets refers to how it manages its financial assets in 
order to generate cash flows.  The business model determines whether cash flows will result from 
collecting contractual cash flows, selling the financial assets, or both. 
 
All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date 
that the Group commits to purchase or sell the asset.  Regular way purchases or sales are purchases or 
sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace. 
 
Subsequent measurement  
The subsequent measurement of financial assets depends on their classification as follow: 
 
Financial assets at amortised cost (debt instruments)  
The Group measures financial assets at amortised cost if both of the following conditions are met:  
•  The financial asset is held within a business model with the objective to hold financial assets in order 

to collect contractual cash flows.  
•  The contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI on 

the principal amount outstanding. 
 
Financial assets at amortised cost are subsequently measured using the effective interest method and are 
subject to impairment.  Gains and losses are recognised in the statement of profit or loss when the asset is 
derecognised, modified or impaired. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Investments and other financial assets (policies under HKFRS 9 applicable from 1 April 2018) 
(continued)  
Subsequent measurement (continued) 
Financial assets at fair value through profit or loss  
Financial assets at fair value through profit or loss include financial assets held for trading, financial 
assets designated upon initial recognition at fair value through profit or loss, or financial assets 
mandatorily required to be measured at fair value.  Financial assets are classified as held for trading if 
they are acquired for the purpose of selling or repurchasing in the near term.  Derivatives, including 
separated embedded derivatives, are also classified as held for trading unless they are designated as 
effective hedging instruments.  Financial assets with cash flows that are not solely payments of principal 
and interest are classified and measured at fair value through profit or loss, irrespective of the business 
model.  Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value 
through other comprehensive income, as described above, debt instruments may be designated at fair 
value through profit or loss on initial recognition if doing so eliminates, or significantly reduces, an 
accounting mismatch. 

Financial assets at fair value through profit or loss are carried in the statement of financial position at 
fair value with net changes in fair value recognised in the statement of profit or loss.  
 
This category includes derivative instruments and equity investments which the Group had not 
irrevocably elected to classify at fair value through other comprehensive income.  Dividends on equity 
investments classified as financial assets at fair value profit or loss are also recognised as other income in 
the statement of profit or loss when the right of payment has been established, it is probable that the 
economic benefits associated with the dividend will flow to the Group and the amount of the dividend 
can be measured reliably.  

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated 
from the host and accounted for as a separate derivative if the economic characteristics and risks are not 
closely related to the host; a separate instrument with the same terms as the embedded derivative would 
meet the definition of a derivative; and the hybrid contract is not measured at fair value through profit or 
loss.  Embedded derivatives are measured at fair value with changes in fair value recognised in the 
statement of profit or loss.  Reassessment only occurs if there is either a change in the terms of the 
contract that significantly modifies the cash flows that would otherwise be required or a reclassification 
of a financial asset out of the fair value through profit or loss category.  
 
A derivative embedded within a hybrid contract containing a financial asset host is not accounted for 
separately.  The financial asset host together with the embedded derivative is required to be classified in 
its entirety as a financial asset at fair value through profit or loss.  
 
Investments and other financial assets (policies under HKAS 39 applicable before 1 April 2018) 
Initial recognition and measurement 
Financial assets are classified, at initial recognition, as loans and receivables, available-for sale financial 
investments, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.  
When financial assets are recognised initially, they are measured at fair value plus transaction costs that 
are attributable to the acquisition of the financial assets, except in the case of financial assets recorded at 
fair value through profit or loss. 

 
 All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date 

that the Group commits to purchase or sell the asset.  Regular way purchases or sales are purchases or 
sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace.   
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Investments and other financial assets (policies under HKAS 39 applicable before 1 April 2018) 
 (continued) 
 Subsequent measurement  

The subsequent measurement of financial assets depends on their classification as follows: 
 

 Financial assets at fair value through profit or loss 
 Financial assets at fair value through profit or loss include financial assets held for trading and financial 

assets designated upon initial recognition as at fair value through profit or loss.  Financial assets are 
classified as held for trading if they are acquired for the purpose of sale in the near term.  Derivatives, 
including separated embedded derivatives, are also classified as held for trading unless they are 
designated as effective hedging instruments as defined by HKAS 39.   

 
 Financial assets at fair value through profit or loss are carried in the statement of financial position at fair 

value with positive net changes in fair value presented as other income and gains and negative net 
changes in fair value presented as finance costs in the statement of profit or loss.  These net fair value 
changes do not include any dividends or interest earned on these financial assets, which are recognised in 
accordance with the policies set out for “Revenue recognition (applicable before 1 April 2018)” below. 

 
 Financial assets designated upon initial recognition as at fair value through profit or loss are designated at 

the date of initial recognition and only if the criteria in HKAS 39 are satisfied. 
 
 Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair 

value if their economic characteristics and risks are not closely related to those of the host contracts and 
the host contracts are not held for trading or designated as at fair value through profit or loss.  These 
embedded derivatives are measured at fair value with changes in fair value recognised in the statement of 
profit or loss.  Reassessment only occurs if there is either a change in the terms of the contract that 
significantly modifies the cash flows that would otherwise be required or a reclassification of a financial 
asset out of the fair value through profit or loss category.  

 
 Loans and receivables 

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market.  After initial measurement, such assets are subsequently measured at 
amortised cost using the effective interest rate method less any allowance for impairment.  Amortised 
cost is calculated by taking into account any discount or premium on acquisition and includes fees or 
costs that are an integral part of the effective interest rate.  The effective interest rate amortisation is 
included in other income and gains in the statement of profit or loss.  The loss arising from impairment is 
recognised in the statement of profit or loss. 

 
 Held-to-maturity financial assets 

 Bonds are non-derivative financial assets with fixed or determinable payments and fixed maturity are 
classified as held-to-maturity when the Group has the positive intention and ability to hold them to 
maturity.  Held-to-maturity financial assets are subsequently measured at amortised cost using the 
effective interest rate method less any allowance for impairment.  Amortised cost is calculated by taking 
into account any discount or premium on acquisition and fees or costs that are an integral part of the 
effective interest rate.  The effective interest rate amortisation is included in the statement of profit or 
loss.  The loss arising from impairment is recognised in the statement of profit or loss. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Investments and other financial assets (policies under HKAS 39 applicable before 1 April 2018) 
(continued) 

 Subsequent measurement (continued) 

 Available-for-sale financial investments 

 Available-for-sale financial investments are non-derivative financial assets in listed and unlisted equity 
investments and securities, and investments in life insurance policies.  Equity investments classified as 
available for sale are those which are neither classified as held for trading nor designated as at fair value 
through profit or loss. 

 
 After initial recognition, available-for-sale financial investments are subsequently measured at fair value, 

with unrealised gains or losses recognised as other comprehensive income in the available-for-sale 
investment revaluation reserve until the investment is derecognised, at which time the cumulative gain or 
loss is recognised in the statement of profit or loss, or until the investment is determined to be impaired, 
when the cumulative gain or loss is reclassified from the available-for-sale investment revaluation reserve 
to the statement of profit or loss.  Interest and dividends earned whilst holding the available-for-sale 
financial investments are reported as interest income and dividend income, respectively and are 
recognised in the statement of profit or loss as other income in accordance with the policies set out for 
“Revenue recognition (applicable before 1 April 2018)” below. 

 
 When the fair value of unlisted equity investments cannot be reliably measured because (a) the variability 

in the range of reasonable fair value estimates is significant for that investment or (b) the probabilities of 
the various estimates within the range cannot be reasonably assessed and used in estimating fair value, 
such investments are stated at cost less any impairment losses. 

 
 The Group evaluates whether the ability and intention to sell its available-for-sale financial assets in the 

near term are still appropriate.  When, in rare circumstances, the Group is unable to trade these financial 
assets due to inactive markets, the Group may elect to reclassify these financial assets.  If management 
has the ability and intention to hold the assets for the foreseeable future or until maturity. 

 
 For a financial asset reclassified from the available-for-sale category, the fair value carrying amount at 

the date of reclassification becomes its new amortised cost and any previous gain or loss on that asset that 
has been recognised in equity is amortised to profit or loss over the remaining life of the investment using 
the effective interest rate.  Any difference between the new amortised cost and the maturity amount is 
also amortised over the remaining life of the asset using the effective interest rate.  If the asset is 
subsequently determined to be impaired, then the amount recorded in equity is reclassified to the 
statement of profit or loss. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Derecognition of financial assets (policies under HKFRS 9 applicable from 1 April 2018 and policies 
under HKAS 39 applicable before 1 April 2018) 
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial 
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial 
position) when: 
•   the rights to receive cash flows from the asset have expired; or 
• the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation 

to pay the received cash flows in full without material delay to a third party under a “pass-through” 
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the 
asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

 
When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership 
of the asset.  When it has neither transferred nor retained substantially all the risks and rewards of the 
asset nor transferred control of the asset, the Group continues to recognise the transferred asset to the 
extent of the Group’s continuing involvement.  In that case, the Group also recognises an associated 
liability.  The transferred asset and the associated liability are measured on a basis that reflects the rights 
and obligations that the Group has retained. 
 
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the 
lower of the original carrying amount of the asset and the maximum amount of consideration that the 
Group could be required to repay. 
 
Impairment of financial assets (policies under HKFRS 9 applicable from 1 April 2018) 
The Group recognises an allowance for ECLs for all debt instruments not held at fair value through profit 
or loss.  ECLs are based on the difference between the contractual cash flows due in accordance with the 
contract and all the cash flows that the Group expects to receive, discounted at an approximation of the 
original effective interest rate.  The expected cash flows will include cash flows from the sale of 
collateral held or other credit enhancements that are integral to the contractual terms. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Impairment of financial assets (policies under HKFRS 9 applicable from 1 April 2018) (continued) 
General approach 
ECLs are recognised in two stages.  For credit exposures for which there has not been a significant 
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default 
events that are possible within the next 12 months (a 12-month ECL).  For those credit exposures for 
which there has been a significant increase in credit risk since initial recognition, a loss allowance is 
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of 
the default (a lifetime ECL).  
 
At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased 
significantly since initial recognition.  When making the assessment, the Group compares the risk of a 
default occurring on the financial instrument as at the reporting date with the risk of a default occurring 
on the financial instrument as at the date of initial recognition and considers reasonable and supportable 
information that is available without undue cost or effort, including historical and forward-looking 
information. 
 
The Group considers a financial asset in default when internal or external information indicates that the 
Group is unlikely to receive the outstanding contractual amounts in full before taking into account any 
credit enhancements held by the Group.  A financial asset is written off when there is no reasonable 
expectation of recovering the contractual cash flows. 
 
Financial assets at amortised cost are subject to impairment under the general approach and they are 
classified within the following stages for measurement of ECLs except for trade and bills receivables 
which apply the simplified approach as detailed below. 
 
Stage 1 – Financial instruments for which credit risk has not increased significantly since initial 

recognition and for which the loss allowance is measured at an amount equal to 12-month 
ECLs  

Stage 2 – Financial instruments for which credit risk has increased significantly since initial recognition 
but that are not credit-impaired financial assets and for which the loss allowance is measured at 
an amount equal to lifetime ECLs  

Stage 3 – Financial assets that are credit-impaired at the reporting date (but that are not purchased or 
originated credit-impaired) and for which the loss allowance is measured at an amount equal to 
lifetime ECLs 

 
Simplified approach 
 For trade and bills receivables that do not contain a significant financing component or when the Group 
applies the practical expedient of not adjusting the effect of a significant financing component, the Group 
applies the simplified approach, the Group does not track changes in credit risk, but instead recognises a 
loss allowance based on lifetime ECLs at each reporting date.  The Group has established a provision 
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors specific 
to the debtors and the economic environment. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Impairment of financial assets (policies under HKAS 39 applicable before 1 April 2018)  
The Group assesses at the end of each reporting period whether there is objective evidence that a 
financial asset or a group of financial assets is impaired.  An impairment exists if one or more events that 
occurred after the initial recognition of the asset have an impact on the estimated future cash flows of the 
financial asset or the group of financial assets that can be reliably estimated.  Evidence of impairment 
may include indications that a debtor or a group of debtors is experiencing significant financial difficulty, 
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or 
other financial reorganisation and observable data indicating that there is a measurable decrease in the 
estimated future cash flows, such as changes in arrears or economic conditions that correlate with 
defaults. 

 
 Financial assets carried at amortised cost 
 For financial assets carried at amortised cost, the Group first assesses whether impairment exists 

individually for financial assets that are individually significant, or collectively for financial assets that 
are not individually significant.  If the Group determines that no objective evidence of impairment exists 
for an individually assessed financial asset, whether significant or not, it includes the asset in a group of 
financial assets with similar credit risk characteristics and collectively assesses them for impairment.  
Assets that are individually assessed for impairment and for which an impairment loss is, or continues to 
be, recognised are not included in a collective assessment of impairment. 
 
The amount of any impairment loss identified is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows (excluding future credit losses that have not 
been incurred).  The present value of the estimated future cash flows is discounted at the financial asset’s 
original effective interest rate (that is the effective interest rate computed at initial recognition).   

  
 The carrying amount of the asset is reduced either directly or through the use of an allowance account 

and the loss is recognised in profit or loss.  Interest income continues to be accrued on the reduced 
carrying amount using the rate of interest used to discount the future cash flows for the purpose of 
measuring the impairment loss.  Loans and receivables together with any associated allowance are 
written off when there is no realistic prospect of future recovery. 
 
If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of 
an event occurring after the impairment was recognised, the previously recognised impairment loss is 
increased or reduced by adjusting the allowance account.  If a write-off is later recovered, the recovery is 
credited to profit or loss. 
 
Available-for-sale financial investments  
For available-for-sale financial investments, the Group assesses at the end of each reporting period 
whether there is objective evidence that an investment or a group of investments is impaired.  
  
If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net of 
any principal payment and amortisation) and its current fair value, less any impairment loss previously 
recognised in the statement of profit or loss, is removed from other comprehensive income and 
recognised in the statement of profit or loss. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Impairment of financial assets (policies under HKAS 39 applicable before 1 April 2018) (continued) 
Available-for-sale financial investments (continued) 
In the case of equity investments classified as available for sale, objective evidence would include a 
significant or prolonged decline in the fair value of an investment below its cost.  “Significant” is 
evaluated against the original cost of the investment and “prolonged” against the period in which the fair 
value has been below its original cost.  Where there is evidence of impairment, the cumulative loss – 
measured as the difference between the acquisition cost and the current fair value, less any impairment 
loss on that investment previously recognised in the statement of profit or loss.  Impairment losses on 
equity instruments classified as available for sale are not reversed through the statement of profit or loss. 
Increases in their fair value after impairment are recognised directly in other comprehensive income.  

 
The determination of what is “significant” or “prolonged” requires judgement.  In making this judgement, 
the Group evaluates, among other factors, the duration or extent to which the fair value of an investment 
is less than its cost. 

 
 Financial liabilities (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 39 applicable 

before 1 April 2018) 
 Initial recognition and measurement 
 Financial liabilities are classified, at initial recognition, as loans and borrowings and payables, as 

appropriate.   
 
 All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and 

other payables, net of directly attributable transaction costs. 
 
 The Group’s financial liabilities include other payables and accruals. 
 
 Subsequent measurement  
 The subsequent measurement of financial liabilities depends on their classification as follows: 
 
 Loans and borrowings  
 After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised 

cost, using the effective interest rate method unless the effect of discounting would be immaterial, in 
which case they are stated at cost.  Gains and losses are recognised in profit or loss when the liabilities 
are derecognised as well as through the effective interest rate amortisation process. 

 
 Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or 

costs that are an integral part of the effective interest rate.  The effective interest rate amortisation is 
included in profit or loss. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Derecognition of financial instruments (policies under HKFRS 9 applicable from 1 April 2018 and 
HKAS 39 applicable before 1 April 2018) 
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or 
expires. 
 

 When an existing financial liability is replaced by another from the same lender on substantially different 
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is 
treated as a derecognition of the original liability and a recognition of a new liability, and the difference 
between the respective carrying amounts is recognised in profit or loss. 

 
Offsetting of financial instruments (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 39 
applicable before 1 April 2018) 

 Financial assets and financial liabilities are offset and the net amount is reported in the statement of 
financial position if there is currently enforceable legal right to offset the recognised amounts and there is 
an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. 

 
 Derivative financial instruments and hedge accounting (policies under HKFRS 9 applicable from 1 April 

2018 and HKAS 39 applicable before 1 April 2018) 
 Initial recognition and subsequent measurement 

 The Group uses derivative financial instruments, such as forward currency contracts, to hedge its foreign 
currency risk.  Such derivative financial instruments are initially recognised at fair value on the date on 
which a derivative contract is entered into and are subsequently remeasured at fair value.  Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 
 Any gains or losses arising from changes in fair value of derivatives are taken directly to the statement of 

profit or loss, except for the effective portion of cash flow hedges, which is recognised in other 
comprehensive income and later reclassified to profit or loss when the hedged item affects profit or loss. 

 
 For the purpose of hedge accounting, hedges are classified as cash flow hedges when hedging the 

exposure to variability in cash flows that is either attributable to a particular risk associated with a 
recognised asset or liability or a highly probable forecast transaction, or a foreign currency risk in an 
unrecognised firm commitment. 

 
 At the inception of a hedge relationship, the Group formally designates and documents the hedge 
relationship with which the Group wishes to apply hedge accounting, the risk management objective and 
its strategy for undertaking the hedge.  The documentation includes identification of the hedging 
instrument, the hedge item or transaction, the nature of the risk being hedged and how the Group will 
assess the hedging instrument’s effectiveness of changes in the hedging instrument’s fair value in 
offsetting the exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged 
risk.  Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash 
flows and are assessed on an ongoing basis to determine that they actually have been highly effective 
throughout the financial reporting periods for which they were designated. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Derivative financial instruments and hedge accounting (policies under HKFRS 9 applicable from 1 April 
2018 and HKAS 39 applicable before 1 April 2018) (continued) 

 The effective portion of the gain or loss on the hedging instrument for cash flow hedges is recognised 
directly in other comprehensive income in the hedging reserve, while any ineffective portion is 
recognised immediately in the statement of profit or loss.   

 
 Amounts recognised in other comprehensive income are transferred to the statement of profit or loss 

when the hedged transaction affects profit or loss, such as when hedged financial income or financial 
expense is recognised or when a forecast sale occurs.  Where the hedged item is the cost of a non-
financial asset or non-financial liability, the amounts recognised in other comprehensive income are 
transferred to the initial carrying amount of the non-financial asset or non-financial liability. 

 
If the hedging instrument expires or is sold, terminated or exercised without replacement or rollover (as 
part of the hedging strategy), or if its designation as a hedge is revoked, or when the hedge no longer 
meets the criteria for hedge accounting, the amounts previously recognised in other comprehensive 
income remain in other comprehensive income until the forecast transaction occurs or the foreign 
currency firm commitment is met. 

 
 Current versus non-current classification 

 Derivative instruments that are not designated as effective hedging instruments are classified as current or 
non-current or separated into current and non-current portions based on an assessment of the facts and 
circumstances (i.e., the underlying contracted cash flows). 
 Where the Group expects to hold a derivative as an economic hedge (and does not apply hedge 

accounting) for a period beyond 12 months after the end of the reporting period, the derivative is 
classified as non-current (or separated into current and non-current portions) consistently with the 
classification of the underlying item. 

 Embedded derivatives that are not closely related to the host contract are classified consistently with 
the cash flows of the host contract. 

 Derivative instruments that are designated as, and are effective hedging instruments, are classified 
consistently with the classification of the underlying hedged item.  The derivative instruments are 
separated into current portions and non-current portions only if a reliable allocation can be made. 

 
Inventories 

 Inventories are stated at the lower of cost and net realisable value.  Cost is determined on the actual basis 
and comprises invoiced value of purchases, freight and other costs incurred in bringing the inventories to 
their present location and condition.  Net realisable value is based on estimated selling prices less any 
estimated costs to be incurred to completion and disposal. 

  
 Cash and cash equivalents 
 For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on 

hand and demand deposits, and short term highly liquid investments that are readily convertible into 
known amounts of cash, are subject to an insignificant risk of changes in value, and have a short maturity 
of generally within three months when acquired, less bank overdrafts which are repayable on demand and 
form an integral part of the Group’s cash management. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Cash and cash equivalents (continued) 
 For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise 

cash on hand and at banks, including term deposits, and assets similar in nature to cash, which are not 
restricted as to use. 

 
 Provisions 

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past 
event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. 

 
When the effect of discounting is material, the amount recognised for a provision is the present value at 
the end of the reporting period of the future expenditures expected to be required to settle the obligation.  
The increase in the discounted present value amount arising from the passage of time is included in profit 
or loss. 

 
 Income tax 
 Income tax comprises current and deferred tax.  Income tax relating to items recognised outside profit or 

loss is recognised outside profit or loss, either in other comprehensive income or directly in equity. 
 
 Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the 

taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by 
the end of the reporting period, taking into consideration interpretations and practices prevailing in the 
country in which the Group operates.  

  
 Deferred tax is provided, using the liability method, on all temporary differences at the end of the 

reporting period between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes.  Tax rates enacted or substantively enacted by the end of the reporting period are used 
to determine the deferred tax. 

 
 Deferred tax liabilities are recognised for all taxable temporary differences while deferred tax assets are 

recognised for all deductible temporary differences, the carryforward of unused tax credits and any 
unused tax losses.  Deferred tax assets are recognised to the extent that it is probable that taxable profit 
will be available against which the deductible temporary differences, and the carryforward of unused tax 
credits and unused tax losses can be utilised. 

 
 The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to 

the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of 
the deferred tax asset to be utilised.  Unrecognised deferred tax assets are reassessed at the end of each 
reporting period and are recognised to the extent that it has become probable that sufficient taxable profit 
will be available to allow all or part of the deferred tax asset to be recovered. 

 
 Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period 

when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
 Income tax (continued) 

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable 
right to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax 
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or 
different taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to 
realise the assets and settle the liabilities simultaneously, in each future period in which significant 
amounts of deferred tax liabilities or assets are expected to be settled or recovered. 
 

 Leases 
Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, 
other than legal title, are accounted for as finance leases.  At the inception of a finance lease, the 
co payments and recorded together with the obligation, excluding the interest element, to reflect st 
of the leased asset is capitalised at the present value of the minimum lease the purchase and 
financing.  Assets held under capitalised finance leases, including prepaid land lease payments 
under finance leases, are included in property, plant and equipment, and depreciated over the 
shorter of the lease terms and the estimated useful lives of the assets.  The finance costs of such 
leases are charged to the statement of profit or loss so as to provide a constant periodic rate of 
charge over the lease terms. 
 
Assets acquired through hire purchase contracts of a financing nature are accounted for as finance 
leases, but are depreciated over their estimated useful lives. 
 
Leases where substantially all the rewards and risks of ownership of assets remain with the lessor 
are accounted for as operating leases.  Where the Group is the lessor, assets leased by the Group 
under operating leases are included in non-current assets, and rentals receivable under the operating 
leases are credited to the statement of profit or loss on the straight-line basis over the lease terms.  
Where the Group is the lessee, rentals payable under operating leases net of any incentives received 
from the lessor are charged to the statement of profit or loss on the straight-line basis over the lease 
terms. 
 

 Dividends 
 Final dividends are recognised as a liability when they are approved by the shareholders in a general 

meeting.  Proposed final dividends are disclosed in the notes to the financial statements. 
 
 Interim dividends are simultaneously proposed and declared, because the Company’s memorandum and 

articles of association grant the directors the authority to declare interim dividends.  Consequently, 
interim dividends are recognised immediately as a liability when they are proposed and declared. 
 

 Revenue recognition (applicable from 1 April 2018) 
 Revenue from contracts with customers  
 Revenue from contracts with customers is recognised when control of goods or services is 

transferred to the customers at an amount that reflects the consideration to which the Group expects to be 
entitled in exchange for those goods or services. 

 
 When the consideration in a contract includes a variable amount, the amount of consideration is 

estimated to which the Group will be entitled in exchange for transferring the goods or services to the 
customer.  The variable consideration is estimated at contract inception and constrained until it is highly 
probable that a significant revenue reversal in the amount of cumulative revenue recognised will not 
occur when the associated uncertainty with the variable consideration is subsequently resolved. 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Revenue recognition (applicable before 1 April 2018)  

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when 
the revenue can be measured reliably, on the following bases: 
 
(a) from the provision of consultancy services, when the services are rendered or upon expiry of the 

services; and 
 

(b) interest income, on an accrual basis using the effective interest method by applying the rate that 
exactly discounts the estimated future cash receipts over the expected life of the financial 
instrument or a shorter period, which appropriate, to the net carrying amount of the financial 
asset. 

 
Other employee benefits 

 Pension scheme 
 The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the 

“MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance for all of its employees.  
Contributions are made based on a percentage of the employees’ basic salaries and are charged to the 
statement of profit or loss as they become payable in accordance with the rules of the MPF Scheme.  The 
assets of the MPF Scheme are held separately from those of the Group in an independently administered 
fund.  The Group’s employer contributions vest fully with the employees when contributed into the MPF 
Scheme.  

 
 The employees of the Group’s overseas subsidiaries/branches are required to participate in central 

pension schemes operated by the respective local governments.  These subsidiaries/branches are required 
to contribute certain percentages of its payroll costs to the central pension schemes.  The contributions 
are charged to profit or loss as they become payable in accordance with the rules of the central pension 
schemes. 

 
Foreign currencies 

 These financial statements are presented in HK$, which is the Group’s functional currency.  Each entity 
in the Group determines its own functional currency and items included in the financial statements of 
each entity are measured using that functional currency.  Foreign currency transactions recorded by the 
entities in the Group are initially recorded using their respective functional currency rates prevailing at 
the dates of the transactions.  Monetary assets and liabilities denominated in foreign currencies are 
translated at the functional currency rates of exchange ruling at the end of the reporting period.  
Differences arising on settlement or translation of monetary items are recognised in the statement of 
profit or loss. 

 
 Non-monetary items that are measured in terms of historical cost in foreign currencies are translated 

using the exchange rates at the dates of the initial transactions.  Non-monetary items measured at fair 
value in foreign currencies are translated using the exchange rates at the dates when their fair values were 
measured.  The gain or loss arising on translation of a non-monetary item measured at fair value is treated 
in line with the recognition of the gain or loss on change in fair value of the item (i.e., translation 
difference on the item whose fair value gain or loss is recognised in other comprehensive income or 
profit or loss is also recognised in other comprehensive income or profit or loss, respectively). 
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Foreign currencies (continued) 
 The functional currencies of overseas subsidiaries are currencies other than HK$.  As at the end of the 

reporting period, the assets and liabilities of these entities are translated into HK$ at the exchange rates 
prevailing at the end of the reporting period and their statements of profit or loss are translated into 
HK$ at the weighted average exchange rates for the year. 

 
 Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the 

carrying amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of the 
foreign operation and translated at the closing rate. 
 

 For the purpose of the consolidated statement of cash flows, the cash flows of overseas subsidiaries are 
translated into HK$ at the exchange rates ruling at the dates of the cash flows.  Frequently recurring cash 
flows of the overseas subsidiaries which arise throughout the period are translated into HK$ at the 
weighted average exchange rate for the year. 

 
 Contract liabilities (applicable from 1 April 2018) 
 A contract liability is the obligation to transfer goods or services to a customer for which the Group has 

received a consideration (or an amount of consideration that is due) from the customer.  If a customer 
pays the consideration before the Group transfers goods or services to the customer, a contract liability is 
recognized when the payment is made or the payment is due (whichever is earlier).  Contract liabilities 
are recognised as revenue when the Group performs under the contract. 

 
 
3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 
 

The preparation of the Group’s financial statements requires management to make judgements, estimates 
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their 
accompanying disclosures, and the disclosure of contingent liabilities.  Uncertainty about these 
assumptions and estimates could result in outcomes that could require a material adjustment to the 
carrying amounts of the assets or liabilities affected in the future. 

 
 Judgements 
 In the process of applying the Group’s accounting policies, management has made the following 

judgement, apart from those involving estimations, which have the most significant effect on the amounts 
recognised in the financial statements: 
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued) 
 
 Judgements (continued) 

Classification between investment properties and owner-occupied properties 
The Group determines whether a property qualifies as an investment property, and has developed criteria 
in making that judgement.  Investment property is a property held to earn rentals or for capital 
appreciation or both.  Therefore, the Group considers whether a property generates cash flows largely 
independently of the other assets held by the Group.  Some properties comprise a portion that is held to 
earn rentals or for capital appreciation and another portion that is held for use in the production or supply 
of goods or services or for administrative purposes.  If these portions could be sold separately or leased 
out separately under a finance lease, the Group accounts for the portions separately.  If the portions could 
not be sold separately, the property is an investment property only if an insignificant portion is held for 
use in the production or supply of goods or services or for administrative purposes.  Judgement is made 
on an individual property basis to determine whether ancillary services are so significant that a property 
does not qualify as an investment property. 

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

 
Provision for income taxes 
Provision for income tax is made based on the taxable income for the period as determined by the Group.  
The determination of taxable income involves the exercise of judgement on interpretation of the relevant 
tax rules and regulations.  The amount of income tax and hence profit or loss could be affected by any 
interpretations and clarifications which the tax authorities may issue from time to time. 

 
Deferred tax liabilities  
Deferred tax liabilities are recognised for withholding tax in respect of certain unremitted earnings of 
certain subsidiaries of the Group established in Mainland China to the extent that the directors are of the 
opinion that it would be probable for distribution in the foreseeable future.  Significant management 
judgement is required to determine the amount of deferred tax liabilities that should be recognised.  
Further details are contained in note 13 to the financial statements. 

 
 Impairment of available-for-sale financial assets 

 Before 1 April 2018, the Group classified certain assets as available for sale and recognised movements 
of their fair values in equity.  When the fair value declined, management made assumptions about the 
decline in value to determine whether there was an impairment that should be recognised in the statement 
of profit or loss. 

 
Impairment of property, plant and equipment 
Items of property, plant and equipment are tested for impairment if there is any indication that the 
carrying value of these assets may not be recoverable and the assets are subject to an impairment loss.  
The recoverable amount is the higher of an asset’s fair value less costs to sell and value-in-use.  The 
value-in-use calculation requires the Group to estimate the future cash flows expected to arise from the 
relevant cash-generating unit and a suitable discount rate is used in order to calculate the present value.  
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued) 

 
Impairment of inventories 
Management reviews the ageing analysis of inventories of the Group at the end of each reporting period, 
and makes provision for obsolete and slow-moving inventory items identified that are no longer suitable 
for sale.  The assessment of the provision amount required involves management judgements and 
estimates.  Where the actual outcome or expectation in future is different from the original estimate, such 
differences will have an impact on the carrying value of the inventories and the provision charge/write-
back of provision for obsolete and slow-moving inventory items in the period in which estimate has been 
changed.   
 
Impairment of goodwill 
The Group determines whether goodwill is impaired at least on an annual basis.  This requires an 
estimation of the value-in-use of the cash-generating units to which the goodwill is allocated.  Estimating 
the value-in-use requires the Group to make an estimate of the expected future cash flows from the cash-
generating units and also to choose a suitable discount rate in order to calculate the present value of those 
cash flows.   

 
Provision for expected credit losses on trade and bills receivables 

 The Group uses a provision matrix to calculate ECLs for trade and bills receivables.  The provision rates 
are based on days past due for groupings of various customer segments that have similar loss patterns 
(i.e., by product type and customer type). 

 
 The provision matrix is initially based on the Group’s historical observed default rates.  The Group will 

calibrate the matrix to adjust the historical credit loss experience with forward-looking information.  For 
instance, if forecast economic condition (i.e., gross domestic products) are expected to deteriorate over 
the next year which can lead to an increased number of defaults in the manufacturing sector, the historical 
default rates are adjusted.  At each reporting date, the historical observed default rates are updated and 
changes in the forward-looking estimates are analysed. 

 
 The assessment of the correlation among historical observed default rates, forecast economic conditions 

and ECLs is a significant estimate.  The amount of ECLs is sensitive to changes in circumstances and 
forecast economic conditions.  The Group’s historical credit loss experience and forecast of economic 
conditions may also not be representative of customer's actual default in the future.  The information 
about the ECLs on the Group’s trade and bills receivables is disclosed in note 20 to the financial 
statements.  
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4. REVENUE, OTHER INCOME AND GAINS 
 

(i)   Disaggregated revenue information 
The Group’s entire revenue of goods transferred is recognised at a point in time. 
 

(ii) Performance obligations 
Information about the Group’s performance obligations is summarised below: 
 
Sale of garment products  
The performance obligation is satisfied upon delivery of garment products is generally due with 30 to 
90 days from delivery, except for new customers, where payment in advance is normally required.  

 
 An analysis of the Group’s revenue, other income and gains is as follows: 
 
   2019 2018 
   HK$ HK$ 
 
 Revenue from contracts with customers 
 Sale of goods 3,840,428,830 3,447,600,041    ____________ ____________    ____________ ____________ 
 
 Other income and gain 
 Interest income  3,528,747 2,269,116 
 Handling fee income  74,819,436 39,848,808 
 Rental income  4,804,879 5,184,895 
 Foreign exchange differences, net  8,979,450 2,961,773 
 Sales of trim and trimmings  23,944,871 35,251,364 
 Gain on disposal of items of properties, plant and equipment 23,858 421,739 
 Gain on disposal of subsidiary  23,555 - 
 Others  32,431,404 36,576,709     ____________ ____________ 
 
   148,556,200 122,514,404    ____________ ____________    ____________ ____________ 
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5. PROFIT BEFORE TAX 
 
 The Group’s profit before tax is arrived at after charging/(crediting): 
 
   2019 2018 
   HK$ HK$ 
 
 Auditor’s remuneration  1,301,301 1,267,727 
 Depreciation for property, plant and equipment  6,957,222 5,754,643 
 Depreciation for investment properties  5,496,236 2,958,885 
 Amortisation for intangible assets*  194,833 220,416 
 
 Employee benefit expense 
     (excluding directors’ remuneration (note 7)): 
         Salaries and allowances  125,751,495 137,508,540 
         Pension scheme contributions (defined contribution scheme) 9,611,142 12,012,684    ___________ ___________ 
   135,362,637 149,521,224     ___________ ___________ 
 
 Minimum lease payments under operating leases  7,668,143 9,759,803 
 Gain on disposal of items of property, plant and  
      equipment, net  (          23,858) (        421,739) 
 Gain on disposal of subsidiary  (          23,555) - 
 Impairment of trade receivables      240,816 39,671  
 Fair value losses/(gains), net: 
     Available-for-sale investments 
         (transfer from equity on disposal)  - (        641,917) 
     Cash flow hedges (transfer from equity)  3,258,927 565,547 
     Financial assets at fair value through profit or loss  (     1,518,111) - 
 Loss on disposal of held-to-maturity financial assets  - 155,257 
 Foreign exchange gain, net          (     8,979,450) (     2,961,773) 
 Write-down of inventories to net realisable value  - 175,797     ___________ ___________    ___________ ___________ 
  
 
6. FINANCE COSTS 
 
   2019 2018 
   HK$ HK$ 
 
 Interest on bank loans, overdrafts and other loans  7,783,065 14,849,849    __________ __________    __________ __________ 
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7. DIRECTORS’ REMUNERATION 
 
 Directors’ remuneration disclosed pursuant to section 383(1)(a) of the Hong Kong Companies Ordinance 

and Part 2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation is as 
follows:  

 
   2019 2018 
   HK$ HK$ 
 
 Directors’ fees  3,095,826 1,945,000    __________ __________    __________ __________ 
 
 
8. INCOME TAX 
 

Hong Kong profits tax was provided at the rate of 16.5% on the estimated assessable profits arising in  
Hong Kong during the year.  No provision for Hong Kong profits tax has been made as the Company has  
available tax losses brought forward from prior years to offset the assessable profits generated during the  
year ended 31 March 2018.  Taxes on profits assessable elsewhere have been calculated at the rates of tax  
prevailing in the jurisdictions in which the Group operates. 

 
   2019 2018 
   HK$ HK$ 
 
 Current - Hong Kong 
     Charge for the year  4,086,855 - 
     Overprovision in prior years  (    8,516,303) (        46,475)  
 Current - Elsewhere 
     Charge for the year  580,788 1,456,283 
     Overprovision in prior years  - (   1,175,890)  
 Deferred (note 27)  63,426 (        11,857)    __________ __________ 
 
 Total tax charge for the year  (   3,785,234) 222,061    __________ __________    __________ __________ 
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8. INCOME TAX (continued) 
 
 A reconciliation of the tax charge/(credit) at the statutory rates for the jurisdictions in which the Company 

and the majority of its subsidiaries are domiciled to the tax charge/(credit) at the Group’s effective tax 
rate is as follows: 

 
 2019 
  Hong Kong Others Total 
  HK$ HK$ HK$ 
 
 Profit/(loss) before tax 100,005,220 (   3,700,497) 96,304,723   __________ __________ __________   __________ __________ __________ 
 
 Tax at the applicable tax rate 16,500,862 (      822,357) 15,678,505 
 Adjustments in respect of current tax 
     of previous periods (   8,516,303) (        63,426) (   8,579,729) 
 Income not subject to tax ( 17,748,160) (      417,678)  ( 18,166,838) 
 Expenses not deductible for tax 5,670,794 1,858,127 7,528,921 
 Tax losses utilised from previous years (      247,093) - (      247,093)   __________ __________ __________ 
 
 Tax at the effective rate (   4,339,900) 554,666 (   3,785,234)   __________ __________ __________   __________ __________ __________ 
 
 2018 
 
  Hong Kong Others Total 
  HK$ HK$  HK$ 
 
 Profit/(loss) before tax 90,989,583 (   8,057,040) 82,932,543    __________ __________ __________   __________ __________ __________ 
 
 Tax at the applicable tax rate 15,013,281 (   1,479,607) 13,533,674 
 Adjustments in respect of current tax 
     of previous periods (        46,475) (   1,175,890) (   1,222,365)  
 Income not subject to tax ( 15,012,841) (   1,837,337)  ( 16,850,178)  
 Expenses not deductible for tax 1,742,473 3,642,726 5,385,199 
 Tax on deemed profit arising from 
     operations outside Hong Kong - 1,162,489  1,162,489 
 Tax losses not recognised (   1,638,871) - (   1,638,871) 
 Others (      104,042)  (        43,845) (      147,887)   __________ __________ __________ 
 
 Tax at the effective rate (        46,475) 268,536 222,061    __________ __________ __________   __________ __________ __________ 
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9. DIVIDENDS 
 
   2019 2018 
   HK$ HK$ 
 
 First interim - US$0.2063 (2018: US$0.09) per ordinary share 6,418,500 2,800,800 
 Second interim - US$0.125 (2018: 0.1875) per ordinary share 3,890,010 5,835,000    __________ __________ 
 
   10,308,510 8,635,800    __________ __________    __________ __________ 
 
10. PROPERTY, PLANT AND EQUIPMENT 
 
    Leasehold Furniture Motor Office  
          Buildings improvements and fixtures vehicles equipment Total 
   Note HK$ HK$ HK$     HK$  HK$  HK$ 
 
 31 March 2019 
 
 At 31 March 2018 and  
  1 April 2018: 
   Cost  -  6,467,281  15,902,515 4,986,792  36,363,239 63,719,827 
   Accumulated depreciation  -  (   5,962,703) ( 12,545,774) (   4,374,392)  (  29,787,947) ( 52,670,816)    __________  __________ __________ __________               __________      __________  
 
   Net carrying amount  -  504,578 3,356,741 612,400  6,575,292 11,049,011     __________ __________ __________ __________               __________      __________ 
    __________ __________ __________ __________               __________      __________ 

 
 At 1 April 2018, net of  
  accumulated depreciation - 504,578 3,356,741 612,400  6,575,292 11,049,011 
 Additions 3,383,094 1,464,303 2,388,300 1,512,206 6,742,248 15,490,151 
 Acquisition of a subsidiary 30 711,178 - - - 4,550,135 5,261,313 
 Disposals -  - (   1,084,670) - (         31,856) (   1,116,526) 
 Depreciation provided during 
  the year (      126,588)  (      451,454)  (   1,474,913)   (      630,404)   (    4,273,863) (   6,957,222) 
 Exchange realignment -  (          5,683)  3,020 (                 4)  (         51,847) (        54,514)     __________ __________ __________ __________               __________      __________ 
 At 31 March 2019, net of 
  accumulated depreciation 3,967,684 1,511,744  3,188,478  1,494,198  13,510,109 23,672,213     __________ __________ __________ __________               __________      __________ 
    __________ __________ __________ __________               __________      __________ 
 
 At 31 March 2019: 
  Cost 4,094,272 7,848,946  17,026,158  5,367,698  47,120,975 81,458,049 
  Accumulated depreciation (      126,588) (   6,337,202) ( 13,837,680)  (   3,873,500)  (  33,610,866) ( 57,785,836)     __________ __________ __________ __________               __________      __________ 

 
  Net carrying amount 3,967,684 1,511,744  3,188,478  1,494,198  13,510,109 23,672,213     __________ __________ __________ __________               __________      __________ 
    __________ __________ __________ __________               __________      __________   
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10. PROPERTY, PLANT AND EQUIPMENT (continued) 
 
   Leasehold Furniture Motor Office 
   improvements and fixtures vehicles equipment Total 
   HK$ HK$ HK$ HK$ HK$ 
 
 31 March 2018 
 
 At 1 April 2017: 
  Cost 6,421,055 13,537,214 5,721,653 30,651,619 56,331,541 
  Accumulated depreciation (   5,725,062)  ( 11,060,185)  (   4,475,165)  ( 26,089,443)  ( 47,349,855)      __________ __________ __________ __________ __________ 
 
  Net carrying amount 695,993 2,477,029 1,246,488 4,562,176 8,981,686     __________ __________ __________ __________ __________     __________ __________ __________ __________ __________ 
 
 At 1 April 2017, net of  
  accumulated depreciation 695,993 2,477,029 1,246,488 4,562,176 8,981,686 
 Additions 169,079  2,168,288  115,424  5,242,583  7,695,374 
 Disposals - - - (       63,440) (       63,440)  
 Depreciation provided during 
  the year (      383,381)  (   1,289,490)  (      759,456)  (  3,322,316)  (  5,754,643)  
 Exchange realignment 22,887  914 9,944  156,289  190,034       __________ __________ __________ __________ __________ 
 
 At 31 March 2018, net of 
  accumulated depreciation 504,578  3,356,741 612,400 6,575,292 11,049,011     __________ __________ __________ __________ __________     __________ __________ __________ __________ __________ 
 
 At 31 March 2018: 
  Cost 6,467,281  15,902,515 4,986,792  36,363,239  63,719,827  
  Accumulated depreciation (   5,962,703)  ( 12,545,774) (   4,374,392) ( 29,787,947) (52,670,816)      __________ __________ __________ __________ __________ 
 
  Net carrying amount 504,578  3,356,741 612,400 6,575,292 11,049,011     __________ __________ __________ __________ __________     __________ __________ __________ __________ __________ 
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11. INVESTMENT PROPERTIES 
 
    HK$ 
 
 At 1 April 2017: 
     Cost   125,530,477 
     Accumulated depreciation   (   11,878,505)      ___________ 
 
     Net carrying amount   113,651,972     ___________     ___________ 
 
 At 1 April 2017, net of accumulated depreciation   113,651,972 
 Additions   172,037 
 Depreciation provided during the year   (     2,958,885)  
 Exchange realignment   5,614,870      ___________ 
 
 At 31 March 2018, net of accumulated depreciation   116,479,994     ___________     ___________ 
 
 At 31 March 2018: 
     Cost   131,719,435 
     Accumulated depreciation   (   15,239,441)      ___________ 
 
     Net carrying amount   116,479,994     ___________     ___________ 
 
 At 31 March 2018 and 1 April 2018, net of accumulated depreciation  116,479,994 
 Additions   65,804 
 Depreciation provided during the year   (     5,496,236) 
 Exchange realignment   (     1,076,965)     ___________ 
 
 At 31 March 2019, net of accumulated depreciation   109,972,597     ___________     ___________ 
 
 At 31 March 2019: 
     Cost   133,507,195 
     Accumulated depreciation   (   23,534,598)      ___________ 
 
     Net carrying amount   109,972,597     ___________     ___________ 
 
 The Group’s investment properties include a residential property in the United Kingdom and two 

industrial properties in Hong Kong.  The directors of the Company have determined that the investment 
properties consist of two classes of assets, i.e., residential and industrial, based on the nature, 
characteristics, risks of each property.  The investment properties are measured initially at cost less 
accumulated depreciation and provision for any impairment in value. 
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11. INVESTMENT PROPERTIES (continued) 
 
 The Group’s industrial investment properties were revalued on 31 March 2019 based on a valuation 

performed by an independent professionally qualified valuer, at HK$119,000,000 (2018: 
HK$116,000,000).  The Group’s residential investment property of HK$86,200,450 (2018: 
HK$87,310,272) was determined by the Company’s directors and no valuation has been performed by 
any independent professional qualified valuer.  Each year, the directors of the Company decide which 
external valuer to be responsible for the external valuations of the Group’s properties.  Selection criteria 
include market knowledge, reputation, independence and whether professional standards are maintained. 

 
 The investment properties are leased under operating leases, further summary details of which are 

included in note 36 (a) to the financial statements. 
 
 At 31 March 2019, all of the Group’s investment properties were pledged to secure the general banking 

facilities granted to the Group (notes 22). 
 
 Fair value hierarchy 
 The following table illustrates the fair value measurement hierarchy of the Group’s investment 

properties: 
 

   Fair value measurement as at 31 March 2019 using  
  Quoted prices Significant Significant 
  in active observable unobservable 
  markets inputs inputs 
  (Level 1) (Level 2) (Level 3) Total 
 Recurring fair value measurement for: HK$ HK$ HK$ HK$ 
 
 Residential property - 86,200,450 - 86,200,450
 Industrial properties - 119,000,000 - 119,000,000  __________ __________ __________ ___________ 
 
  - 205,200,450 - 205,200,450  __________ __________ __________ ___________  __________ __________ __________ ___________ 
  

   Fair value measurement as at 31 March 2018 using  
  Quoted prices Significant Significant 
  in active observable unobservable 
  markets inputs inputs 
  (Level 1) (Level 2) (Level 3) Total 
 Recurring fair value measurement for: HK$ HK$ HK$ HK$ 
 
 Residential property - 87,310,272 - 87,310,272 
 Industrial properties - 116,000,000 - 116,000,000  __________ __________ __________ ___________ 
 
  - 203,310,272 - 203,310,272  __________ __________ __________ ___________  __________ __________ __________ ___________ 
 
 During the year, there were no transfers of fair value measurements between Level 1 and Level 2 and no 

transfers into or out of Level 3 (2018: Nil). 
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12. HELD-TO-MATURITY FINANCIAL ASSETS 
 
   2019 2018 
   HK$ HK$ 
 
 Listed debentures  - 28,634,208    __________ __________    __________ __________ 
 
 The movement in held-to-maturity financial assets is summarised as follows: 
 
   2019 2018 
   HK$ HK$ 
 
 At the beginning of year  28,634,208 23,607,645 
 Reclassification to financial assets at fair value 
     through profit or loss  (  28,634,208) -    __________ __________ 
 
 At the beginning of year (restated)  - 23,607,645 
 Additions  - 25,813,244 
 Disposal  - ( 21,541,866)  
 Exchange realignment  - 755,185      __________ __________ 
 
 At the end of year  - 28,634,208    __________ __________    __________ __________ 
 
 Held-to-maturity financial assets are denominated in US$ and GBP. 
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13. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS   
 
    Notes 2019 2018 
     HK$ HK$ 
  
 Listed equity investments, at fair value  (a) 12,573,152 - 
 Listed debt investments, at fair value   (b) 7,168,351 - 
 Investments in life insurance policies, at fair value  (c) 25,117,526 -       __________     __________ 
        44,859,029 
 
 Current portion  ( 19,741,503)   -      __________ __________ 
 
 Non-current portion     25,117,526 -        __________ __________    __________ __________ 
 
 Notes: 
 

(a) The above listed equity investments as at 31 March 2019 were classified as financial assets at fair 
value through profit or loss as they were held for trading. 
 

(b) The above listed debt investments as at 31 March 2019 were investments in bonds which are held for 
trading.  They were designated by the Group as financial assets at fair value through profit or loss 
and are stated at fair value. 

 
(c) The Group entered into three life insurance policies with an insurance company to insure an 

executive director.  Under these policies, the Group is the beneficiary and the policy holder.  The 
Group paid upfront premiums for these policies and may surrender any time by filing a written 
request and receive cash based on the surrender value of the policy at the date of withdrawal, which 
is calculated by the insurer.  In the opinion of the directors, the surrender values of the policies 
provided by the insurance company are the best approximation of their fair values, which are 
categorised within Level 3 of the fair value hierarchy.  

 
At 31 March 2019, the above investments consisted of investments in life insurance policies and 
listed equity investments which had been designated as financial assets at fair value through profit or 
loss and are stated at fair value 

 
The fair values of the listed equity investments were based on quoted market prices. 
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14. INTEREST IN JOINT VENTURES 
 
   2019 2018 
   HK$ HK$ 
 
 Share of net liabilities  (   7,050,779) (   7,135,516)  
 Amount due from a joint venture                                                               23,442,557              25,863,779    __________ __________ 
 
   16,391,778  18,728,263    __________ __________    __________ __________ 
 
 The amount due from a joint venture is unsecured, interest-free and repayable on demand.  In the opinion 

of the directors, the balance is considered as part of the Group’s net investment in the joint venture. 
 
 Particulars of the Group’s joint ventures are as follows: 
 
  Registered Place of  Percentage of    
  share registration Ownership Voting Profit Principal 
 Name capital and business interest power sharing activities 
 
 Sourcing US$10,000 Hong Kong 50 50 50 Trading of 
     Solutions      garments 
     Limited      products 
  
 Sourcing US$100,000 Hong Kong 50 50 50 Inactive 
                 East West  
                 Limited  
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15. INTEREST IN AN ASSOCIATE 
 
 
 `  2019 2018 
   HK$ HK$ 
 
 Share of net assets  2,110,824     - 
 Goodwill  12,199,951     -    __________ __________ 
 
   14,310,775  -    __________ __________    __________ __________  
  
 Particulars of the Group’s associate are as follows: 
 
  Registered Place of  Percentage of    
  share registration Ownership Voting Profit Principal 
 Name capital and business interest power sharing activities 
 
 Atterley.com £169,128 United Kingdom 27.23 27.23 27.23 Trading of 
     Holdings      garments 
     Limited      products 
     (“Atterley”) 
  

During the year ended as at 31 March 2019, the Group has subscripted 27.23% of the issued shares in 
Atterley at £3.257 per share, and attributed to 27.23% of its equity interest.  Atterley became an associate 
of the Group in September 2018 under HKIFRSs and is accounted for using the equity method.  The 
purchase price allocation exercise of the investment in Atterley has not been completed. 
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16. GOODWILL 
 
    HK$ 
 
 At 1 April 2017 and 31 March 2018: 
     Cost   1,442,538 
     Accumulated impairment   (    859,173)     _________ 
  
     Net carrying amount   583,365     _________     _________ 
 
 Cost at 1 April 2018, net of accumulate impairment   583,365 
 Acquisition of a subsidiary (note 30)   8,525,355     _________ 
  
     At 31 March 2019   9,108,720     _________     _________ 
 
 At 31 March 2019: 
     Cost   9,967,893 
     Accumulated impairment   (    859,173)     _________ 
  
     Net carrying amount   9,108,720     _________     _________ 
 
 Impairment testing of goodwill 
 The recoverable amount of the cash-generating unit has been determined based on a value-in-use 

calculation using cash flow projections based on financial forecast covering a five-year period approved 
by management.  The discount rate applied to the cash flow projections is 14% (2018: 14%) and cash 
flows beyond the five-year period were extrapolated using a growth rate of 6% (2018: 6%), which was 
the same as the long term average growth rate of the garment products industry.   

 
 Assumptions were used in the value-in-use calculation of the garment products and property investment 

cash-generating units for 31 March 2019 and 31 March 2018.  The following describes each key 
assumption on which management has based its cash flow projections to undertake impairment testing of 
goodwill: 

 
Budgeted revenue - The basis used to determine the value assigned to the budgeted revenue is the average 
revenue achieved in the year immediately before the budget year, increased for expected efficiency 
improvements, and expected market development. 

 
 Budgeted gross margins - The basis used to determine the value assigned to the budgeted gross margins 

is the average gross margins achieved in the year immediately before the budget year, increased for 
expected efficiency improvements, and expected market development. 

 
 Discount rates - The discount rates used are before tax and reflect specific risks relating to the relevant 

units. 
 
 The values assigned to the key assumptions on market development of garment products and discount 

rates are consistent with external information sources. 
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17. INTANGIBLE ASSETS 
 
    License 
    HK$ 
 31 March 2018 
 
 At 1 April 2017: 
  Cost   1,008,926 
  Accumulated amortisation   (    316,210)        _________ 
 
  Net carrying amount   692,716       _________       _________ 
 
 Cost at 1 April 2017, net of accumulated amortisation   692,716 
 Additions   12,021 
 Amortisation provided during the year   (    220,416)      _________ 
 
 At 31 March 2018   484,321     _________     _________ 
 
 At 31 March 2018: 
     Cost   1,020,946  
     Accumulated amortisation    (    536,625)      _________ 
 
     Net carrying amount   484,321     _________     _________ 
 
 31 March 2019 
 
 At 31 March 2018 and 1 April 2018: 
  Cost   1,020,946 
  Accumulated amortisation    (    536,625)        _________ 
 
  Net carrying amount   484,321       _________       _________ 
 
 Cost at 1 April 2018, net of accumulated amortisation   484,321 
 Additions   256,499 
 Amortisation provided during the year   (    194,835)     _________ 
 
 At 31 March 2019   545,985     _________     _________ 
 
 At 31 March 2019: 
     Cost   1,277,445 
     Accumulated amortisation    (    731,460)      _________ 
 
     Net carrying amount   545,985     _________     _________ 
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18. AVAILABLE-FOR-SALE INVESTMENTS 
 
   2019 2018 
   HK$ HK$ 
 
 Investments in life insurance policies, at fair value  - 24,265,742 
 Listed equity investments, at fair value  - 30,099,910    __________ __________ 
 
   - 54,365,652 
 Less: Portion classified as non-current assets  - ( 24,265,742)     __________ __________ 
 
   - 30,099,910    __________ __________    __________ __________ 
 
 The Group entered into three life insurance policies with an insurance company to insure an executive 

director.  Under these policies, the Group is the beneficiary and the policy holder.  The Group paid 
upfront premiums for these policies and may surrender any time by filing a written request and receive 
cash based on the surrender value of the policy at the date of withdrawal, which is calculated by the 
insurer.  In the opinion of the directors, the surrender values of the policies provided by the insurance 
company are the best approximation of their fair values, which are categorised within Level 3 of the fair 
value hierarchy.  

 
 At 31 March 2018, the above investments consisted of investments in life insurance policies and listed 

equity investments which had been designated as available-for-sale investments and had no fixed 
maturity date or coupon rate.  

 
 The fair values of the listed equity investments were based on quoted market prices. 
 
 
19. INVENTORIES 
 
 The Group’s inventories represented fabrics sourced for supplies to manufacturers for their production of 

garments for the Group. 
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20. TRADE AND BILLS RECEIVABLES 
 
     2019 2018 
     HK$ HK$ 
 
 Trade receivables     488,222,360 396,212,491 
 Bills receivable    49,529,701 42,101,395 
 Less: Impairment    (     2,702,527) (          39,671)    ___________ ___________ 
 
      535,049,534 438,274,215    ___________ ___________    ___________ ___________ 
 
 The Group’s trading terms with its customers are mainly on credit, except for new customers, where 

payment in advance is normally required.  Trade and bills receivables are non-interest-bearing and are on 
terms of up to 120 days.  The Group seeks to maintain strict control over its outstanding receivables to 
minimise credit risk.  Overdue balances are reviewed regularly by senior management.  In view of the 
aforementioned and the fact that the Group’s trade and bills receivables related to a large amount of 
diversified customers, there is no significant concentration of credit risk.  The Group does not hold any 
collateral or other credit enhancements over its trade and bills receivable balances.  Trade and bills 
receivables are non-interest-bearing. 

 
As at the end of the reporting period, the Group had transferred certain bills of exchange amounting to 
HK$13,467,889 (2018: HK$46,065,142) to banks with recourse in exchange for cash.  The proceeds of 
the Group from transferring the bills receivable of HK$13,467,889 (2018: HK$46,065,142) have been 
accounted for as collateralised bank advances and have been included in interest-bearing bank 
borrowings until the bills are collected or the Group makes good of any losses incurred by the banks 
(note 22). 

 
 The movements in the loss allowance for impairment of trade and bills receivables are as follows: 
 
   2019 2018 
   HK$ HK$ 
 
 At beginning of year 39,671 - 
 Effect of adoption of HKFRS 9 2,449,326 -  _________ _________ 
 
 At beginning of year (restated) 2,488,997 - 
 Impairment losses (note 6) 240,816 39,671 
 Exchange realignment (     27,286) -  _________ _________ 
 
 At end of year 2,702,527 39,671  _________ _________  _________ _________ 
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20. TRADE AND BILLS RECEIVABLES (continued) 
 
 Impairment under HKFRS 9 for the year ended 31 March 2019 

An impairment analysis is performed at each reporting date using a provision matrix to measure expected 
credit losses. The provision rates are based on days past due for groupings of various customer segments 
with similar loss patterns (i.e., by geographical region, product type and customer type). The calculation 
reflects the probability-weighted outcome, the time value of money and reasonable and supportable 
information that is available at the reporting date about past events, current conditions and forecasts of 
future economic conditions. Generally, trade and bills receivables are written off if past due for more than 
one year and are not subject to enforcement activity. 

 
Set out below is the information about the credit risk exposure on the Group’s trade and bills receivables 
using a provision matrix: 
 
As at 31 March 2019 

                           Pass due                                                            ___________________________________________________________________________
  

   Less than 1 to 2 2 to 3 Over 3 
  Current 1 month months months months Total 
 

Expected credit loss rate 0.50% 0.46% 0.75% 0.91% 1.12%             0.50%   
Gross carrying amount 466,636,212 61,739,932 2,723,299 3,139,520 3,513,099 537,752,062  
Expected credit losses 2,330,534 283,761 20,432 28,520 39,280  2,702,527 
  

Impairment under HKAS 39 for the year ended 31 March 2018 
An ageing analysis of the trade and bill receivables as at 31 March 2018 that were past due but not 
individually nor collectively considered to be impaired under HKAS39 is as follows:- 

 
    2018 
    HK$ 
 
 Neither past due nor impaired   292,787,449 
 Past due but not impaired: 
     Less than one month  104,903,978 
     One to three months  33,764,330 
     Over three months  6,818,458   ___________ 
 
     438,274,215     ___________     ___________ 

 
Included in the above provision for impairment of trade and bills receivables, which was measured based 
on incurred credit losses under HKAS 39, as at 31 March 2018, was a provision for individually impaired 
trade and bills receivables of HK$39,671 with a carrying amount before provision of HK$39,671. 
 
The individually impaired trade and bills receivables as at 31 March 2018 related to customers that were 
in financial difficulties or were in default in interests and/or principal and only a portion of the 
receivables was expected to be recovered. 

  



NORWEST INDUSTRIES LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
31 March 2019 

67 

 
 
21. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 
 
     2019  2018 
     HK$ HK$ 
  
 Prepayments     50,094,382 39,046,993 
 Deposits    2,262,473 2,669,755 
 Other receivables    32,546,706 41,906,506    ___________ ___________ 
 
   84,903,561  83,623,254
   

Less: Portion classified as non-current assets   (        324,934) (        947,217)     ___________ ___________ 
 
   84,578,627 82,676,037    ___________ ___________    ___________ ___________ 
 
 None of the above assets is either past due or impaired.  The financial assets included in the above 

balances relate to receivables for which there was no recent history of default. 
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22. CASH AND BANK BALANCES AND PLEDGED TIME DEPOSITS 
 
     2019 2018 
     HK$ HK$ 
 
 Cash and bank balances    132,729,326 63,143,580 
 Pledged time deposits    147,110,142 137,390,668    ___________ ___________ 
 
      279,839,468 200,534,248 
 
 Less: Pledged time deposits for banking facilities: 
 - with original maturity of less than three months when acquired  ( 109,056,450) (   98,481,220) 
 - with original maturity of more than three months when acquired  (   38,053,692)  (   38,909,448)     ___________ ___________ 
 
 Cash and cash equivalents    132,729,326 63,143,580    ___________ ___________    ___________ ___________ 
 
 At the end of the reporting period, the cash and bank balances of the Group denominated in RMB 

amounted to HK$3,091,451 (2018: HK$221,626).  RMB is not freely convertible into other currencies, 
however, under Mainland China’s Foreign Exchange Control Regulations and Administration of 
Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is permitted to exchange 
RMB for other currencies through banks authorised to conduct foreign exchange business. 

 
 Cash at banks earns interest at floating rates based on daily bank deposit rates.  Short term time deposits 

are made for varying periods of between one day and three months depending on the immediate cash 
requirements of the Group, and earn interest at the respective short term time deposit rates.  The bank 
balances and pledged time deposits are deposited with creditworthy banks with no recent history of 
default.   

  



NORWEST INDUSTRIES LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
31 March 2019 

69 

 
 
23. OTHER PAYABLES AND ACCRUALS 
 
    Note 2019 2018 
     HK$ HK$ 
 
 Other payables    8,112,354 1,390,025 
 Operating tax payables    5,117,173 6,811,142 
 Accrued employee benefits    7,542,085 3,563,782 
 Accruals    43,324,509 16,770,191 
 Contract liabilities   (i) 744,510 - 
 Advance from customers    - 5,158,614    __________ __________ 
 
      64,840,631 33,693,754 
 

Less: Portion classified as non-current assets   (  5,071,239) -    __________ __________ 
 
      59,769,392 33,693,754    __________ __________    __________ __________ 
 
 Other payables are non-interest-bearing and have an average term of three months. 
 

(i) Details of contract liabilities as at 31 March 2019 and 1 April 2018 are as follows 
 
   31 March  1 April 

   2019 2018 
   HK$ HK$ 
 Short-term advances received from customers 
 Sales of goods  744,510 5,158,614    _________ _________    _________ _________ 
 
 Contract liabilities include short-term advances received to deliver garment products. 
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24. INTEREST-BEARING BANK BORROWINGS 
 
   2019      _______________________________________________________________________ 
  Contractual interest rate (%) Maturity HK$ 
 
  
 Term loans*** 1.75% over 3 months HIBOR, 2019 - 2021/ 21,463,530 
  1.47% per annum, on demand 
  1 month LIBOR+4% p.a., 
     
 Collateralised bank LIBOR+2%, 2019/on demand 7,492,909 
     advances** COF^^^+2.25%  
 
 Import loan** USD/GBP/EUR: LIBOR+2%, 2019/on demand 46,185,184 
  BFR^^^^+2% p.a. 
 
 Currency loan LIBOR+2% 2020/on demand 59,834,424 
  (note (d))** 
 
 Trust receipt Cost of funding+2.25%, 2019/on demand 219,095,499 
     loans**** LIBOR+3.5%, 
  HIBOR+2%,   
  LIBOR+2%,   
  Cost of funding+2%,   
  LIBOR+2.37% p.a.   
 
 Factoring***** 1.25% p.a. over BFR^^^^ with recourse term 2019/on demand 13,467,889 
     
 
 Bank overdraft****** 1.5% p.a. 2019/on demand 21,445,796      ___________ 
  
    388,985,231      ___________      ___________ 
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24. INTEREST-BEARING BANK BORROWINGS (continued) 
 
   2018      _______________________________________________________________________ 
  Contractual interest rate (%) Maturity HK$ 
 
  
 Term loans*** 1.75% over 3 months HIBOR, 2018 - 2021/ 23,175,205 
  1.47% per annum, on demand 
  1 month LIBOR+4% p.a., 
  3 months LIBOR+4% p.a. (minimum 5% p.a.) 
     
 Collateralised bank LIBOR+2%, 2018/on demand 46,065,142 
     advances** COF^^^+2.25%  
 
 Import loan** USD/GBP/EUR: LIBOR+2%, 2018/on demand 42,695,971 
  BFR^^^^+2% p.a. 
 
 Currency loan LIBOR+2% 2020/on demand 59,834,424 
  (note (d))** 
 
 Trust receipt Cost of funding+2.25%, 2018/on demand 192,949,744 
     loans**** LIBOR+3.5%, 
  HIBOR+2%,   
  LIBOR+2%,   
  Cost of funding+2%,   
  LIBOR+2.37% p.a.   
 
 Factoring***** 1.25% p.a. over BFR^^^^ with recourse term 2018/on demand 14,567,616 
     
 Bank overdraft****** 1.5% p.a. 2018/on demand 8,073,672      ___________ 
  
    387,361,774      ___________      ___________ 
 
 *  Denominated in HK$ 
 ** Denominated in US$ 
 *** Denominated in HK$, US$ and GBP 
 **** Denominated in US$, EUR and GBP 
 ***** Denominated in US$ and GBP 
 ****** Denominated in HK$ and US$ 
 # London Interbank Offered Rate (“LIBOR”) 
 ^ Hong Kong Interbank Offered Rate (“HIBOR”) 
 ^^ The Hongkong and Shanghai Banking Corporation best lending rate (“BLR”) 
 ^^^ Intesa Sanpaolo S.p.A.’s Cost of Funds (“COF”) 
 ^^^^ BNP PARIBAS’s Funding Rate (“BFR”) 
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24. INTEREST-BEARING BANK BORROWINGS (continued) 
 

Certain of the Group’s bank loan agreements contain repayment on demand clauses and the 
corresponding bank loans have been classified as current liabilities in the consolidated statement of 
financial position.  Ignoring the effect of any repayment on demand clauses and based on the maturity 
terms of these loans, the interest-bearing bank borrowings of the Group are repayable: 

 
     2019 2018 
     HK$ HK$ 
  
 Analysed into: 
 
 Within one year    327,851,609 317,609,341 
 In the second year    61,133,622 5,488,196 
 In the third to fifth years, inclusive    - 64,264,237    ___________ ___________ 
 
     388,985,231 387,361,774    ___________ ___________    ___________ ___________ 
 
 Notes: 
 
 (a) The Group’s banking facilities are secured by way of: 

(i) the pledge of the Group’s time deposits amounted to HK$147,110,142 (2018: 
HK$137,390,668); 

(ii) bank guarantees with aggregate of HK$14,004,000 (2018: HK$14,004,000);   
(iii) guarantees from the immediate holding company, fellow subsidiaries, directors of the 

Company and a related party; and 
(iv) certain of the Group’s insurance deposits. 

 
 (b) The bank loan is secured by the Group’s investment property with a carrying amount of 

HK$12,131,465 (2018: HK$12,456,415) (note 11), interest-bearing at 2.25% over one month 
HIBOR per annum and repayable by 119 equal monthly installments which commenced on 10 
September 2006. 

 
 (c) The bank loan is secured by the Group’s investment property with a carrying amount of 

HK$15,698,427 (2018: HK$16,106,948) (note 11), interest-bearing at 2% below HSBC’s best 
lending rate per annum and repayable by 120 equal monthly installments which commenced on 
30 September 2007. 

 
 (d) The bank loan is secured by the Group’s investment property with a carrying amount of 

HK$82,142,705 (2018: HK$87,916,631) (note 11), interest-bearing at 2% over LIBOR per 
annum and repayable on 11 August 2020. 
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25.  FINANCE LEASE PAYABLE 
  
 The Company leases a building for its operation.  The lease is classified as a finance lease and has a 

remaining lease term of thirty years. 
 
 At the end of the reporting period, the Company’s total future minimum lease payments under finance 

lease and its present value were as follows: 
    
  Minimum Present value of  
  lease payment minimum lease payment    _____________________ _____________________  
   2019 2018 2019 2018 
   HK$ HK$ HK$ HK$ 
 
 Amounts payable: 
     Within one year  57,278  - 55,257 - 
     In the second year  57,278 -   51,693  - 
     In the third to fifth years, inclusive 186,153 -   146,329 - 
     After five years  3,250,511 -   1,045,919 -   ________ _______ _________ _______ 
  
 Total minimum finance lease payment 3,551,220 - 1,299,198 -      _________ _______     _________ _______ 
  
 Future finance charges  ( 2,252,022) -      _________ _______  
 
 Total net finance lease payable  1,299,198 -    
 
 Portion classified as current liabilities  (      55,257)  -      _________ _______  
  
 Non-current portion  1,243,941 -      _________ _______   _________ _______ 
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26. DERIVATIVE FINANCIAL INSTRUMENTS 
 
 Assets 
 
     2019 2018 
     HK$ HK$ 
 
 Forward currency contracts    815,841 749,924 
 Option currency contracts 85,816 -    ___________ ___________ 
 
     901,657 749,924    ___________ __________    ___________ __________ 
 
 Liabilities 
 
     2019 2018 
     HK$ HK$ 
 
 Forward currency contracts    416,841 2,067,902 
 Option currency contracts 456,868 -    ___________ ___________ 
 
     873,709 2,067,902    ___________ __________    ___________ __________ 
 
 Cash flow hedges 

 Forward currency and option currency contracts are designated as hedging instruments in respect of 
forecast future sales and forecast purchases in foreign currencies to which the Group has firm 
commitments.  The forward currency contract balances vary with the levels of expected foreign currency 
sales and purchases and changes in foreign exchange forward rates. 

 
 At 31 March 2019, the Group held 33 forward currency contracts (2018: 72) and 4 option currency 

contracts (2018: Nil).  They are designated as hedges in respect of expected future sales to customers in 
the United Kingdom for which the Group has firm commitments. 

 
 The terms of the forward currency contracts and option currency contracts have been negotiated to match 

the terms of the commitments.  The cash flow hedges relating to expected future settlement of sales and 
purchases between April 2019 to February 2020 were assessed to be highly effective and net losses of 
HK$1,354,053 (2018: net losses of HK$2,133,387 ) were included in the hedging reserve as follows: 

 
     2019 2018 
     HK$ HK$ 
 
 Total fair value losses included in the hedging reserves 1,912,732 2,698,934  
 Deferred tax on fair value gains - -  
 Reclassified from other comprehensive income to the statement  
     of profit or loss (note 5) (     3,258,927) (        565,547)     ___________ ___________ 
 
 Net losses/(gains) on cash flow hedges (     1,346,195) 2,133,387     ___________ ___________    ___________ ___________ 
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27. DEFERRED TAX ASSETS 
 
 The movements in deferred tax assets during the year are as follows: 
 
     Depreciation 
     allowance in 
     excess of/ 
     (below) related 
     depreciation  
     HK$ 
 
 At 1 April 2017                   141,728 
 Deferred tax charged to the  
     consolidated statement of profit 
     or loss during the year (note 8)    11,857      __________ 
 
 At 31 March 2018 and at 1 April 2018   153,585 
 Deferred tax credited to the  
     consolidated statement of profit 
     or loss during the year (note 8)    63,426      __________ 
 
 At 31 March 2019    217,011      __________      __________ 
 

 As at the end of the reporting period, the Group had unused tax losses arising in Hong Kong of 
HK$8,299,176 (2018: HK$9,796,710), which are subject to the agreement of the Hong Kong Inland 
Revenue Department and are available indefinitely for offsetting against the future taxable profits of the 
Group.     

 
 At the end of the reporting period, deferred tax assets have not been recognised in respect of the 

following items: 
 
   2019 2018 
   HK$ HK$ 
 
 Tax losses  1,369,364 1,616,457 
 Depreciation below related depreciation allowance  19,054 22,526 
 Cash flow hedges  222,122 613,346    __________ __________ 
 
   1,610,540 2,252,329    __________ __________    __________ __________ 
 
 Deferred tax assets have not been recognised in respect of the above items as it is not considered probable 

that taxable profits will be available against which the above items can be utilised. 
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28. SHARE CAPITAL 
 
   2019 2018 
   HK$ HK$ 
 
 Issued and fully paid: 
     4,000,000 (2018: 4,000,000) ordinary shares  31,120,000 31,120,000    __________ __________    __________ __________ 
 
 
29. RESERVES 
 
 The amounts of the Group’s reserves and the movements therein for the current year and the prior year 

are presented in the consolidated statement of changes in equity on pages 10 and 11 of the financial 
statements. 

 
 
30.        BUSINESS COMBINATION 
 

In October 2018, the Group entered into a conditional sale and purchase agreement to acquire 100% of 
the issued share capital of Tristar Apparels (Pvt) Limited (“Tristar”) at a consideration of US$1,772,065 
(equivalent to approximately HK$13,786,668).  Tristar is engaged in the manufacturing and trading of 
garments.  The acquisition was made as part of the Group’s strategy to expand its market share of 
garment business.  The purchase consideration for the acquisition was in form of cash, with 
US$1,772,065 (equivalent to approximately HK$13,786,668) paid in January 2018.  The purchase price 
allocation exercise of the investment in Tristar has not been completed. 

 
The identifiable assets acquired and liabilities assumed of the Tristar as at the date of acquisition were as 
follows: 

  
    HK$ 
 
 Property, plant and equipment and total identifiable net assets at fair value  5,261,313 
 Goodwill on acquisition   8,525,355     __________ 
  
 Satisfied by cash   13,786,668     __________     __________ 
 
 An analysis of the cash flows in respect of the acquisition of Tristar is as follow: 
 
 Cash consideration  13,786,668 
 Decrease in deposit paid for the acquisition of Tristar  (      622,285)     __________ 
  
 Net outflow of cash and cash equivalents included in cash flows from  
     investing activities   13,164,383     __________     __________ 
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31. PARTLY-OWNED SUBSIDIAIRIES WITH MATERIAL NON-CONTROLLING INTERESTS  
 
 Details of the Group’s subsidiaries that have material non-controlling interests are set out below: 
 
   2019 2018 
 
 Percentage of equity interest held by non-controlling interests: 
 Design Arc Asia  15% 15% 
 Design Arc Europe  30% 30% 
 Spring Near East  35% 35% 
 Kleider HK  49% 49% 
 Krayons  20% 20% 
 JJ Star  42.5% 42.5% 
 Twins Asia  15% 15% 
 Fareast Vogue  40% 40%    __________ __________    __________ __________ 
 
   2019 2018 
   HK$ HK$ 
 
 Profit/(loss) for the year allocated to non-controlling interests: 
 Design Arc Asia  1,705,186 (      960,652)  
 Design Arc Europe  (      175,003)  1,854,598 
 Spring Near East  4,728,029  3,131,602 
 Kleider HK  4,913,753  12,374,092  
 Krayons  2,396,400  1,212,956  
 JJ Star  4,425,352  1,961,518  
 Twins Asia  2,388,506  2,167,608  
 Fareast Vogue  (   1,042,180)  (        26,536)     __________ __________    __________ __________ 
 
 Dividends paid to non-controlling interests: 
 Spring Near East  1,343,027 2,469,286 
 Kleider HK  8,515,962 11,546,982 
 Krayons  635,245 715,723 
 Twins Asia  933,600 -    __________ __________    __________ __________ 
 
 Accumulated balances of the non-controlling interests  
     at the reporting dates: 
 Design Arc Asia  2,656,169 950,983  
 Design Arc Europe  (   5,280,481)  (   5,105,478)  
 Spring Near East  13,333,896 8,748,914 
 Kleider HK  11,588,209  6,674,456  
 Krayons  4,050,863  1,654,463  
 JJ Star  6,273,897  1,848,545  
 Twins Asia  4,521,187  2,132,681  
 Fareast Vogue  (   1,900,282) (      858,102)     __________ __________    __________ __________ 
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31. PARTLY-OWNED SUBSIDIAIRIES WITH MATERIAL NON-CONTROLLING INTERESTS (continued) 
 
 The following tables illustrate the summarised financial information of the above subsidiaries.  The amounts disclosed are before any inter-company 

eliminations: 
 
  Design Arc Design Arc Spring Kleider    Fareast 
  Asia Europe Near East HK Krayons JJ Star Twins Asia Vogue 
 2019 HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ 
 
 Revenue 476,246,851  25,002,504  586,004,758  404,305,863  152,697,329  285,572,260  441,501,315  32,071,981  
 Total expenses, net ( 474,624,544)  (   28,150,860)  ( 582,225,958)  ( 395,597,371)  ( 148,955,228)  ( 301,784,341)  ( 428,206,344) (  34,812,751)  
 Profit/(loss) and total comprehensive  
     income/(loss) for the year 11,367,905  (        583,343)  13,508,655  10,028,068  11,981,999  10,412,592  15,923,370  (    2,603,426)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 Current assets 123,788,093  8,880,379  99,000,889  53,904,418  53,722,052  92,227,983  95,248,698  2,696,711  
 Non-current assets 45,121  29,875  361,620  9,905,637  403,079  1,411,874  1,721,026  386,799  
 Current liabilities ( 105,691,991)   (   26,564,795)   (   65,122,341)   (   57,985,475)   (   37,052,271)   (   79,129,073)   (   73,426,528)   (    7,765,895)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 Net cash flows from/(used in)  
     operating activities (   14,634,154) (     1,839,913) 27,392,080  23,211,615  (        173,514) (   27,491,061)   17,091,234  (      450,350) 
 Net cash flows used in investing  
     activities (          38,702)  - (        283,494)  (     9,390,941) (        143,814)    (     1,481,859)   (     1,885,143) 26   
 Net cash flows from/(used in)  
     financing activities (        986,070) (     1,383,689) (     6,276,168)   (   13,655,732)  (     1,839,747)  37,655,035  (     5,365,335) 241,032    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 Net increase/(decrease) in cash and  
     cash equivalents (   15,658,926) (     3,223,602) 20,832,418  164,942  (     2,157,075) 8,682,115  9,840,756  (209,292)   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 

  



NORWEST INDUSTRIES LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
31 March 2019 

79 

 
31. PARTLY-OWNED SUBSIDIAIRIES WITH MATERIAL NON-CONTROLLING INTERESTS (continued) 
 
 The following tables illustrate the summarised financial information of the above subsidiaries.  The amounts disclosed are before any inter-company 

eliminations: 
 
  Design Arc Design Arc Spring Kleider    Fareast 
  Asia Europe Near East HK Krayons JJ Star Twins Asia Vogue 
 2018 HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ 
 
 Revenue 174,334,396 35,161,738 599,197,183  440,956,660  101,211,234  159,774,721  416,689,808  48,251,934  
 Total expenses, net ( 163,526,200)  (   38,544,166)  ( 600,963,085)  ( 417,410,939)  ( 102,643,093)  ( 176,735,294)  ( 402,714,089) (  48,771,179)  
 Profit/(loss) and total comprehensive  
     income/(loss) for the year 12,363,988  (     3,202,174) 8,947,434  25,253,248  6,064,778  4,615,336  14,450,722  (         66,340)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 Current assets 66,596,082  17,397,175  110,082,123  58,693,276  27,656,304  55,861,986  84,936,997  12,144,741  
 Non-current assets 13,114  29,875  553,951  517,716  492,781  525,733  250,250 394,609   
 Current liabilities (   59,491,310)  (   34,445,310)  (   87,014,486)  (   45,888,804)  (   19,811,670)  (   52,122,295)  (   71,030,794)  (  14,606,804)    ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 Net cash flows from/(used in)  
     operating activities 11,240,867 2,795,157  (   16,377,696) 19,580,452  5,304,764 (   18,230,944)  (   31,722,797) 166,132  
 Net cash flows used in investing  
     activities (          16,860) - (        258,140) - (        526,588)   (        461,995)  (        179,761) (           8,113)  
 Net cash flows from/(used in)  
     financing activities 8,346,143 705,305  (     4,149,504)  (   23,565,270) (     2,622,171) 19,059,084 30,407,342 -   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
 
 Net increase/(decrease) in cash and  
     cash equivalents 19,570,150  3,500,462  (   20,785,340) (     3,984,818) 2,156,005  366,145 (     1,495,216) 158,019   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________   ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ 
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32.        DISPOSAL OF A SUBSIDIARY 
 
 On April 2018, the Group entered into a sales and purchase agreements with a fellow subsidiary to 

disposal of the Group’s entire equity interest in PDS Global Investments Limited for a cash 
consideration of HK$389,000.  The transaction was completed in April 2018. 

 
    2019 
    HK$ 
  
 Net assets disposed of other receivable  365,445 
 Gain on disposals of subsidiaries  23,555   ________ 
  
   389,000     ________     ________ 
  
 Satisfied by: 
 Cash consideration received  389,000     ________     ________ 
  

An analysis of the net inflow of cash and cash equivalents in respect of the disposals of the subsidiaries 
is as follows: 
 

 Cash consideration and net inflow of cash and cash equivalents in respect of  
     the disposals of subsidiaries   389,000     ________     ________ 
 
 
33. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS 
 
 Change in liabilities arising from financing activities 
     
    Interest-bearing  
    bank borrowings 
    HK$ 
 
 At 1 April 2018   387,361,774 
 Changes from financing cash flows   (   11,748,667) 
 Movement in bank overdraft   13,372,124     ___________ 
 
 At 31 March 2019   388,985,231     ___________     ___________ 
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34. CONTINGENT LIABILITIES 
 
 At the end of the reporting period, contingent liabilities not provided for in the financial statements 

were as follows: 
 
     2019 2018 
     HK$ HK$ 
 

Guarantees given to banks in connection with facilities granted to 
    fellow subsidiaries    569,527,652 346,859,211      ___________ ___________      ___________ ___________ 

 
 At 31 March 2019, the banking facilities guaranteed by the Group to fellow subsidiaries were utilised to 

the extent of approximately HK$524,677,971 (2018: HK$424,312,748).    During the year ended 31 
March 2019, none of the guarantee given to a third party was utilised and the guarantee given to a third 
party was released in full during the year. 

 
 In determining whether financial liabilities should be recognised in respect of the Group’s financial 

guarantee contracts, the directors exercise judgement in the evaluation of the probability of resources 
outflow that will be required and the assessment of whether a reliable estimate can be made of the 
amount of the obligation. 

 
 In the opinion of the directors, the fair values of the financial guarantee contracts of the Group are 

insignificant at initial recognition and the directors consider that the possibility of the default of the 
parties involved is remote, and accordingly, no value has been recognised in the consolidated financial 
statements. 
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35. PLEDGE OF ASSETS 
 
 Details of the Group’s assets pledged for the Group’s bank loans and overdrafts are included in note 24 

to the financial statements. 
 
 
36. OPERATING LEASE ARRANGEMENTS 
 
 (a) As lessor 
 
  The Group leases its investment properties (note 11 to the financial statements) under operating 

lease arrangements, with the leases negotiated for terms of one year.  The terms of the leases 
generally also require the tenants to pay security deposits.  At 31 March 2019, the Group had total 
future minimum lease receivables under non-cancellable operating leases with its tenants falling 
due as follows:  

 
     2019 2018 
     HK$ HK$ 
 
  Within one year  246,862 220,690    __________ __________    __________ __________ 
 (b) As lessee 
 
  The Group leases certain of its staff quarters and office properties under operating lease 

arrangements.  Leases for these properties are negotiated for terms ranging from one to five years.  
At 31 March 2019, the Group had total future minimum lease payments under non-cancellable 
operating leases falling due as follows: 

 
    2019 2018 
    HK$ HK$ 
 
  Within one year  3,513,989 4,554,280 
  In the second to fifth years, inclusive  378,630 1,389,576    __________ __________ 
 
    3,892,619 5,943,856    __________ __________    __________ __________ 
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37. RELATED PARTY TRANSACTIONS 
 
 (a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the 

following material transactions with related parties during the year: 
 
   Notes 2019 2018 
    HK$ HK$ 
  Ultimate holding company 
      Rentals paid (iv) - 1,020,832 
 
  Fellow subsidiaries: 
      Sales of goods (i) 23,600,358 13,659,800 
      Purchase of goods (i) 15,806,413 6,307,010 
      Handling fees received (ii) 25,417,929 27,453,283 
      Marketing fees paid (iii) 10,553,247 54,399,723 
      Rentals received (iv) 2,041,503 1,790,260 
      Rentals paid (iv) 22,884 558,082 
      Service fees received (v) - 1,988,377 
      Support services fee paid (vi) 4,256,603 11,164,272 
      Sampling fees received (vii) 4,343,634 6,591,863 
      Sampling fees paid (viii) 272,628 2,000,550 
 
  Immediate holding company: 
      Marketing fee paid (iii) 12,717,056 12,567,944 
      Management fees paid (ix) 13,373,537 8,518,363 
      Dividend paid  513,480 - 
 
  Joint venture: 
      Management fees paid (iii) 24,987 - 
      Marketing fees paid (ix) 279,600 -    __________ __________    __________ __________ 
    
  Notes: 
 

(i) The sales and purchases were made according to the prices and conditions mutually agreed 
between the Group and the respective fellow subsidiaries. 

 
(ii) The handling fees received were charged based on terms mutually agreed between the 

Group and the respective fellow subsidiaries. 
 
(iii) The marketing fees paid were related to the provision of marketing services provided by 

fellow subsidiaries or the immediate holding company and were based on terms mutually 
agreed between the Group and the respective fellow subsidiaries, the immediate holding 
company or a joint venture.  

 
(iv) The rentals received and paid were based on the area of the office space occupied and on 

terms mutually agreed between the Group, the ultimate holding company and the respective 
fellow subsidiaries. 
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37. RELATED PARTY TRANSACTIONS (continued) 
 
 (a) (continued) 
 
  Notes: (continued) 

 
(v) The service fees received were charged based on terms mutually agreed between the Group 

and the respective fellow subsidiaries. 
 

(vi) The support services fees paid were charged based on terms mutually agreed between the 
Group and the respective fellow subsidiaries. 

 
(vii) The sampling fees received were charged based on terms mutually agreed between the 

Group and the respective fellow subsidiaries. 
 

(viii) The sampling fees paid were charged based on terms mutually agreed between the Group 
and the respective fellow subsidiaries. 

 
(ix) The management fees paid were charged on terms mutually agreed between the Group and 

the respective fellow subsidiaries, the immediate holding company or a joint venture. 
 
 (b) Outstanding balances with related parties: 
 

(i) The balances with fellow subsidiaries are unsecured, interest-free and are repayable on 
demand. 

 
(ii) The balances with non-controlling shareholders are unsecured, interest-free and are 

repayable on demand. 
  
(iii) The balance with the immediate holding company is unsecured, interest-free and is 

repayable on demand. 
 
(iv) Particulars of an amount due from a related company, disclosed pursuant to section 

383(1)(d) of the Hong Kong Companies Ordinance, are as follows: 
 

   Maximum  Maximum  
   amount  amount  
  At outstanding At outstanding At 
  31 March during 31 March during 1 April 
 Name 2019 the year 2018 the year 2017 
  HK$ HK$ HK$ HK$ HK$ 
  
 JJ Star Fashion   
     Limited 17,645,452 23,152,700 10,965,669 24,124,502 7,544,106  _________ _________ _________ _________ _________  _________ _________ _________ _________ _________ 
   
 The above related company is controlled by the spouse of a director of a subsidiary, JJ Star. 
 
 The balances with related companies are unsecured, interest-free and are repayable on 

demand.   
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37. RELATED PARTY TRANSACTIONS (continued) 
 

 (b) (continued) 
 

(v) The amounts due to joint ventures are unsecured, interest free and are repayable on 
demand.   

 

 (c) Compensation of key management personnel of the Company represented directors’ 
remuneration as disclosed in note 7 to the financial statements. 

 

 
38. FINANCIAL INSTRUMENTS BY CATEGORY 
 
 The financial assets of the Group comprise held-to-maturity financial assets, trade and bills receivables, 

deposits and other receivables, amounts due from fellow subsidiaries, a related company and non-
controlling shareholders, pledged time deposits, and cash and bank balances, which are categorised as 
loans and receivables, available-for-sale investments which are categorised as available-for-sale 
financial assets, and derivative financial instruments which are categorised as financial assets at fair 
value through profit or loss - held for trading.  The carrying amounts of these financial assets are the 
amounts shown on the consolidated statement of financial position or in the corresponding notes to the 
financial statements.   

 
 The financial liabilities of the Group comprise trade and bills payables, financial liabilities included in 

other payables and accruals, interest-bearing bank borrowings, and amounts due to fellow subsidiaries, 
the ultimate holding company, the immediate holding company, a non-controlling shareholder, related 
companies and joint ventures, which are categorised as financial liabilities at amortised cost, and 
derivative financial instruments which are categorised as financial liabilities at fair value through profit 
or loss.  The carrying amounts of these financial liabilities are the amounts shown on the consolidated 
statement of financial position or in the corresponding notes to the financial statements. 

 
 
39. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS 
 
 The carrying amounts and fair values of the Group’s financial instruments, other than those with 

carrying amounts that reasonably approximate to fair values, are as follows: 
 
  Carrying Fair Carrying Fair 
  amounts values amounts values 
  2019 2019 2018 2018 
  HK$ HK$ HK$ HK$ 
 
 Financial assets  
 Held-to-maturity financial assets - - 28,634,208 28,501,725 
 Available-for-sale investments - - 54,365,652 54,365,652 
 Financial assets at fair value through 
     profit and loss 44,859,029 44,859,029 - - 
 Derivative financial instruments 901,657 901,657 749,924 749,924   __________ __________ __________ __________ 
 
  45,760,686 45,760,686 83,749,784 83,617,301   __________ __________ __________ __________   __________ __________ __________ __________ 
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39. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued) 
 
  Carrying Fair Carrying Fair 
  amounts values amounts values 
  2019 2019 2018 2018 
  HK$ HK$ HK$ HK$ 
 
 Financial liabilities 
 Derivative financial instruments 873,709 873,709 2,067,902 2,067,902   __________ __________ __________ __________   __________ __________ __________ __________ 
 
 Management has assessed that the fair values of trade and bills receivables, amounts due from fellow 

subsidiaries, a related company and non-controlling shareholders, pledged time deposits, cash and bank 
balances, trade and bills payables, financial assets included in deposits and other receivables, financial 
liabilities included in other payables and accruals, interest-bearing bank borrowings, amounts due to 
fellow subsidiaries, the immediate holding company, non-controlling shareholders, related companies 
and joint ventures approximated to their carrying amounts largely due to the short term maturities of 
these instruments. 

 
 The fair value of the non-current portion of deposits has been calculated by discounting the expected 

future cash flows using rates currently available for instruments with similar terms, credit risk and 
remaining maturities.  In the opinion of the directors, the carrying amount is not significantly different 
from its fair value. 

 
 Management is responsible for determining the policies and procedures for the fair value measurement 

of financial instruments.  At each reporting date, management analyses the movements in the values of 
financial instruments and determines the major inputs applied in the valuation.   

 
 The fair values of financial assets and liabilities are included at the amounts at which the instruments 

could be exchanged in current transactions between willing parties, other than in forced or liquidation 
sale transactions.  The fair values of listed equity investments and listed debt securities included in the 
financial assets at fair value through profit or loss are based on quoted market prices.  The fair value of 
the financial assets at fair value through profit or loss for life insurance policies has been estimated 
based on the surrender value of the policies as detailed in note 13 to the consolidated financial 
statements.  The directors believe that the estimated fair value resulting therefrom, which is recorded in 
the consolidated statement of financial position, and the related change in fair value, which is recorded 
in the other comprehensive loss, are reasonable, and that it was the most appropriate value at the end of 
the reporting period. 

 
 The Group enters into derivative financial instruments with financial institutions with high credit 

ratings.  Derivative financial instruments, representing forward currency contracts and option currency 
contracts, are measured using valuation techniques similar to forward and option pricing, using present 
value calculations.  The models incorporate various market observable inputs including the credit 
quality of counterparties, foreign exchange spot and forward rates.  The carrying amounts of forward 
currency contracts are the same as their fair values. 

 
 As at 31 March 2019, the marked to market value of the derivative asset position is net of a credit 

valuation adjustment attributable to derivative counterparty default risk.  The changes in counterparty 
credit risk had no material effect on the hedge effectiveness assessment for derivatives designated in 
hedge relationship and other financial instruments recognised at fair value. 
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39. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued) 
 
 Fair value hierarchy 
 The following tables illustrate the fair value measurement hierarchy of the Group’s financial 

instruments: 
 
   Fair value measurement using  

  Quoted prices Significant Significant 
  in active observable unobservable 
  markets inputs inputs 
  (Level 1) (Level 2) (Level 3) Total 
  HK$ HK$ HK$ HK$ 
 
 Assets measured at fair value: 
 
 At 31 March 2019 
 
 Financial assets at fair value 
 through profit or loss 19,741,503 - 25,117,526 44,859,029 
 Derivative financial instruments - 901,657 - 901,657  _________ _________ _________ _________ 
 
   19,741,503 901,657 25,117,526 45,760,686  _________ _________ _________ _________  _________ _________ _________ _________ 
 
 At 31 March 2018 
 

Available-for-sale investments 30,099,910 - 24,265,742 54,365,652 
 Derivative financial instruments - 749,924 - 749,924  _________ _________ _________ _________ 
 
   30,099,910 749,924 24,265,742 55,115,576  _________ _________ _________ _________  _________ _________ _________ _________ 
 
 The movements in fair value measurements within Level 3 during the year are as follows: 
 
     2019 2018 
     HK$ HK$ 
 
 Financial assets at fair value through profit or loss/  
 Available-for-sale investments - life insurance policies 
 At beginning of year   24,265,742 23,401,814 
 Total gains recognised in other comprehensive income  851,784 863,928     __________ __________ 
 
 At end of year   25,117,526 24,265,742    __________ __________    __________ __________ 
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39. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued) 
 
 Fair value hierarchy (continued) 
 
   Fair value measurement using  

  Quoted prices Significant Significant 
  in active observable unobservable 
  markets inputs inputs 
  (Level 1) (Level 2) (Level 3) Total 
  HK$ HK$ HK$ HK$ 
 
 Liabilities measured at fair value: 
 
 At 31 March 2019 
 

Derivative financial instruments - 873,709 - 873,709  _________ _________ _________ _________  _________ _________ _________ _________ 
  
 At 31 March 2018 
 
 Derivative financial instruments - 2,067,902 - 2,067,902  _________ _________ _________ _________  _________ _________ _________ _________ 
 
 During the year, there were no transfers of fair value measurements between Level 1 and Level 2, and 

no transfer into or out of Level 3 for both financial assets and financial liabilities (2018: Nil). 
 
   Fair value measurement using  

  Quoted prices Significant Significant 
  in active observable unobservable 
  markets inputs inputs 
  (Level 1) (Level 2) (Level 3) Total 
  HK$ HK$ HK$ HK$ 
 
 Assets for which fair values are disclosed: 
 
 At 31 March 2019 
 
 Financial Assets at fair value 
 through profit or loss 19,792,620 -  25,117,526 44,910,146   __________ __________ __________ __________  __________ __________ __________ __________ 
  
 At 31 March 2018 
 
 Held-to-maturity financial assets - 28,501,725  - 28,501,725   __________ __________ __________ __________  __________ __________ __________ __________ 
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 
 The Group’s exposure to interest rate risk, foreign currency risk, credit risk and liquidity risk arises in 

the normal course of its business.  These risks are managed by the Group’s financial management 
policies and practices described below:  

 
 Interest rate risk 

 The Group’s interest rate risk arises from cash and bank balances, pledged time deposits and bank 
borrowings which bears interest at variable rates.   

 
 The following table demonstrates the sensitivity to a reasonably possible change in HK$ interest rate, 

with all other variables held constant, of the Group’s profit before tax (through the impact on cash and 
time deposits at banks and floating rate borrowings).  There is no impact on the Company’s equity 
except on the retained profits. 

 
    Increase/ 
   Increase/ (decrease) 
    (decrease) in in profit 
   basis points before tax 
   % HK$ 
 
 2019 
 HK$  50 (    551,447) 
 HK$   ( 50) 551,447   ___ _________   ___ _________ 
 
 2018 
 HK$  50 (    934,138) 
 HK$  ( 50) 934,138   ___ _________   ___ _________ 
 
 Foreign currency risk 

 The Group has transactional currency exposures.  Such exposures arise from sales or purchases in 
currencies other than the Group’s functional currency.  The Group uses forward currency contracts to 
eliminate the foreign currency exposures on its sales transactions, for which the corresponding 
settlements are anticipated to take place more than one month after the Group has entered into firm 
commitments for the sales.  The forward currency contracts must be in the same currency as that of the 
hedged items.  The Group negotiates the terms of the hedge derivatives to match the terms of the 
hedged items to maximise hedge effectiveness.  It is the Group’s policy that a forward contract is not 
entered into until a firm commitment is in place.   

 
 The following table demonstrates the sensitivity at the end of the reporting period to a reasonably 

possible change in the GBP exchange rate, with all other variables held constant, of the Group’s profit 
before tax (due to changes in the fair value of monetary assets and liabilities).  There is no impact on the 
Company’s equity except on the retained profits. 
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
    Increase/ 
    (decrease) 
   Change in the in profit 
   exchange rate before tax 
   % HK$ 
 
 31 March 2019 
 
 If HK$ weakens against GBP  10 1,704,879 
 If HK$ strengthens against GBP  (    10) (   1,704,879)    _____ __________    _____ __________ 
 
 31 March 2018 
 
 If HK$ weakens against GBP  10 3,651,831 
 If HK$ strengthens against GBP  (    10) (   3,651,831)     _____ __________    _____ __________ 
 
 Credit risk 

 The Group trades on credit terms only with recognised and creditworthy third parties.  Receivable 
balances are monitored on an ongoing basis and the Group’s exposure to bad debts is not significant. 

 
 The credit risk of the Group’s other financial assets, which comprise deposits and other receivables, 

amounts due from group companies, bank balances and pledged time deposits, arises from default of the 
counterparty with a maximum exposure equal to the carrying amounts of these instruments.   

 
 Since the Group trades only with recognised and creditworthy third parties, there is no requirement for 

collateral.  Concentrations of credit risk are managed by customer/counterparty.  At the end of the 
reporting period, the Group had certain concentrations of credit risk as 39.4% (2018: 33.7%) and 57.9% 
(2018: 56.9%) of the Group’s trade receivables were due from the Group’s largest single customer and 
three largest customers, respectively. 

 
 Further quantitative data in respect of the Group’s exposure to credit risk arising from trade and bills 

receivables are disclosed in note 20 to the financial statements. 
 
 Liquidity risk 

 In the management of liquidity risk, the Group monitors and maintains a level of working capital 
deemed adequate, and maintains a balance between continuity and flexibility of funding from group 
companies. 

 
 The Group’s financial liabilities as at the end of the reporting period, based on the contractual 

undiscounted payments, either are repayable on demand or are repayable within one year subsequent to 
the end of the reporting period. 
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
 Capital management 

 The primary objectives of the Group’s capital management are to safeguard the Group’s ability to 
continue as a going concern and to maintain healthy capital ratios in order to support its businesses and 
maximise shareholders’ value. 

 
 The Group manages its capital structure and makes adjustments to it in light of changes in economic 

conditions.  To maintain or adjust the capital structure, the Group may adjust dividend payments to its 
shareholders, return capital to the shareholders or issue new shares.  No changes were made in the 
objectives, policies or processes for managing capital during the years ended 31 March 2019 and 
31 March 2018. 
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41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY 
 
 Information about the statement of financial position of the Company at the end of the reporting period 

is as follows: 
 
  2019 2018 
  HK$ HK$ 
 

NON-CURRENT ASSETS 
Property, plant and equipment  3,001,343 3,722,987 
Investment properties  27,829,892 28,563,363 
Investments in subsidiaries  104,291,578 104,349,928 
Investment in a joint venture  16,012,294  18,346,050 
Financial assets at fair value through profit or loss  25,117,526 -  
Held-to-maturity financial assets  - 28,634,208 
Available-for-sale investments  - 24,265,742 
Deposits  324,934 947,217   ___________ ___________ 
Total non-current assets  176,577,567 208,829,495   ___________ ___________ 

 
CURRENT ASSETS 
Trade and bills receivables  108,441,470 95,199,103 
Prepayments, deposits and other receivables  24,598,279 25,451,796 
Financial assets at fair value through profit or loss  19,641,886 - 
Available-for-sale investments  - 29,992,704 
Due from fellow subsidiaries  300,450,863  202,348,361 
Due from subsidiaries  202,775,386 97,393,879 
Loan to a subsidiary  - 1,750,500 
Derivative financial instruments  839,112 747,478 
Pledged time deposits  129,792,749 118,204,334 
Cash and bank balances  69,423,617 16,632,142   ___________ ___________ 
Total current assets  855,963,362 587,720,297   ___________ ___________ 

 
CURRENT LIABILITIES 
Trade and bills payables  74,967,191 53,600,683 
Other payables and accruals  19,490,682 18,688,409 
Interest-bearing bank borrowings  244,009,688 242,649,704 
Due to the immediate holding company  1,251,545 776,462 
Due to the ultimate holding company  - 11,448 
Due to a related company  51,248 51,248 
Due to fellow subsidiaries  77,693,009 32,481,222 
Due to subsidiaries  228,914,361 83,764,242 
Derivative financial instruments  867,029 2,012,720 
Tax payable  5,213,423 5,017,482   ___________ ___________ 
Total current liabilities  652,458,176 439,053,620   ___________ ___________ 

 
NET CURRENT ASSETS  203,505,186 148,666,677   ___________ ___________ 

 
Net assets   380,082,753 357,496,172   ___________ ___________   ___________ ___________ 
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41.        STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued) 
 
  2019 2018 
  HK$ HK$ 
 

EQUITY 
Share capital  31,120,000 31,120,000 
Reserves (note)  348,962,753 326,376,172   ___________ ___________ 

 
Total equity  380,082,753 357,496,172   ___________ ___________   ___________ ___________ 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

......................................................................... ......................................................................... 
Omprakash Makam Suryanarayan Setty Deepak Kumar Seth 
Director Director  
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41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued) 
 
 Note: 
 
 A summary of the Company’s reserves is as follows: 
 

   Available- 
   for-sale 
   investment 
   revaluation Hedging Retained  
   reserve reserve profits Total 
   HK$ HK$ HK$ HK$ 
 

 At 1 April 2017 ( 4,309,959) 973,690  306,346,597 303,010,328 
  
 Profit for the year - - 35,911,021 35,911,021 
 Other comprehensive  

loss for the year: 
         Changes in fair values of 
             available-for-sale 
             investments, net of tax ( 1,670,446) - - (    1,670,446)  
         Cash flow hedges, net of  
             tax - (     2,238,931)  - (    2,238,931)   _________ ___________ ___________ ___________ 
 

 Total comprehensive  
     income/(loss) for the year ( 1,670,446)  (     2,238,931) 35,911,021 32,001,644    _________ ___________ ___________ ___________ 
 
 First 2018 interim dividend paid - - (     2,800,800) (    2,800,800) 
 Second 2018 interim dividend paid - - (     5,835,000) (    5,835,000)   _________ ___________ ___________ ___________ 
 
 At 31 March 2018 and  
     at 1 April 2018 ( 5,980,405) (     1,265,241) 333,621,818 326,376,172  
   Effect of adoption of HKFRS 9 5,980,405 -  (     6,682,987) (       702,582)   _________ ___________ ___________ ___________ 
 At 1 April 2018, as adjusted - (     1,265,241) 326,938,831 325,673,590 
 
 Profit for the year - - 32,360,339 32,360,339 
 Other comprehensive  
     income for the year: 
         Cash flow hedges, net of  
             tax - 1,237,324  - 1,237,324   _________ ___________ ___________ ___________ 
 

 Total comprehensive  
     income for the year - 1,237,324 32,360,339 33,597,663   _________ ___________ ___________ ___________ 
 
 First 2019 interim dividend paid - - (     6,418,500) (    6,418,500) 
 Second 2019 interim dividend paid - - (     3,890,000) (    3,890,000)   _________ ___________ ___________ ___________ 
 

 At 31 March 2019 - (          27,917) 348,990,670 348,962,753   _________ ___________ ___________ ___________   _________ ___________ ___________ ___________ 
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42. APPROVAL OF THE FINANCIAL STATEMENTS 
 
 The financial statements were approved and authorised for issue by the board of directors on 28 May 

2019. 
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PG GROUP LIMITED 
 
REPORT OF THE DIRECTORS 
 
 
The directors present their report and the audited financial statements for the year ended 31 March 2019. 
 
Principal activities 
The principal activities of the Company during the year were the trading of home and garment products, and 
investment holding.  The principal activities of the Company’s subsidiaries are set out in note 1 to the 
financial statements.  There were no significant changes in the nature of the Group’s principal activities 
during the year. 
 
Results and dividends 
The Group’s profit for the year ended 31 March 2019 and its financial position at that date are set out in the 
financial statements on pages 6 to 53. 
 
An interim 2018 dividend of US$0.36 per ordinary share and a final 2018 dividend of US$0.48 per ordinary 
share were declared during the year. 
 
Directors 
The directors of the Company during the year were: 
 
Berstein Jauregui Sebastian Felipe  
Deepak Kumar Seth  
Pallak Seth  
Payel Seth  
 
The persons who were directors of the subsidiaries of the Company during the year (not including those 
directors listed above) were: 
 
Mahesh Kumar Seth 
Vicente Vial Cerda 
 
In accordance with the Company’s articles of association, all directors will retire by rotation and, being 
eligible, will offer themselves for re-election at the forthcoming annual general meeting. 
 
Directors’ interests 
At no time during the year was the Company or any of its subsidiaries, holding companies or fellow 
subsidiaries a party to any arrangement to enable the Company’s directors to acquire benefits by means of 
the acquisition of shares in or debentures of the Company or any other body corporate. 
 
Directors’ interests in transactions, arrangements or contracts 
No director had a material interest, either directly or indirectly, in any transactions, arrangements or 
contracts of significance to the business of the Group to which the Company or any of its subsidiaries, 
holding companies or fellow subsidiaries was a party during the year. 
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PG GROUP LIMITED 
 
CONSOLIDATED STATEMENT OF PROFIT OR LOSS 
 
Year ended 31 March 2019 
 
 
 Notes 2019 2018 
  US$ US$ 
 
REVENUE 5 31,824,696 30,061,480 
 
Cost of sales  ( 24,883,442) ( 24,525,214)   __________ __________ 
 
Gross profit  6,941,254 5,536,266 
 
Other income and gain 5 187,076 35,174 
Selling and administrative expenses  (   5,925,506) (   4,357,508) 
Finance costs 8 (        25,609) (        16,654)   __________ __________ 
 
PROFIT BEFORE TAX 6 1,177,215 1,197,278 
 
Income tax expense 9 - -   __________ __________ 
 
PROFIT FOR THE YEAR  1,177,215   1,197,278   __________ __________   __________ __________ 
 
Attributable to: 
    Owners of the parent  1,116,581 1,140,329 
    Non-controlling interest  60,634 56,949   __________ __________ 
 
  1,177,215 1,197,278   __________ __________   __________ __________ 
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PG GROUP LIMITED 
 
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
 
Year ended 31 March 2019 
 
 
  2019 2018 
  US$ US$ 
 
PROFIT FOR THE YEAR  1,177,215 1,197,278   __________ __________   __________ __________ 
 
OTHER COMPREHENSIVE INCOME 
 
Other comprehensive income to be reclassified to profit or loss  
    in subsequent periods: 

Exchange differences on translation of foreign operations  26,717 5,057   __________ __________ 
 
TOTAL COMPREHENSIVE INCOME FOR THE YEAR  1,203,932 1,202,335   __________ __________   __________ __________ 
 
Attributable to: 
    Owners of the parent  1,139,998 1,145,788 
    Non-controlling interest  63,934 56,547   __________ __________ 
 
   1,203,932 1,202,335   __________ __________   __________ __________ 
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PG GROUP LIMITED 
 
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
 
31 March 2019 
 
 
 Notes 2019 2018 
  US$ US$ 
 
NON-CURRENT ASSETS 
Property, plant and equipment 11 16,594 16,289 
Prepayments, deposits and other receivables 14 14,092 28,716   _________ _________ 
Total non-current assets  30,686 45,005   _________ _________ 
 
CURRENT ASSETS 
Inventories 12 - 410 
Trade and bills receivables 13 6,096,334 7,877,592 
Prepayments, deposits and other receivables 14 196,209 83,923 
Due from fellow subsidiaries 22(b) 13,240 255,224 
Tax recoverable  1,083 998 
Cash and cash equivalents  865,160 766,910   _________ _________ 
Total current assets  7,172,026 8,985,057   _________ _________ 
 
CURRENT LIABILITIES 
Trade and bills payables   840,964 2,862,573 
Other payables and accruals 15 425,252 308,466 
Due to the immediate holding company 20(b) 122,400 61,200 
Due to a non-controlling shareholder 20(b) 117,600 58,800 
Due to fellow subsidiaries 20(b) 167,175 196,807 
Due to a related company 20(c) 494,944 1,044,851 
Interest-bearing bank borrowings 16 1,901,154 1,648,495   _________ _________ 
Total current liabilities  4,069,489 6,181,192   _________ _________ 
 
NET CURRENT ASSETS  3,102,537 2,803,865   _________ _________ 
 
Net assets  3,133,223 2,848,870   _________ _________   _________ _________ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   continued/…
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PG GROUP LIMITED 
 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
 
Year ended 31 March 2019 
 
 
 Attributable to owners of the parent  ______________________________________________________________________ 

      Non-  
  Share Exchange Retained  controlling Total 
  capital reserve profits Total interest equity 
 Note US$ US$ US$ US$ US$ US$ 
 
 
At 1 April 2017 1,000,000 (    68,727) 1,352,869 2,284,142 64,393 2,348,535   _________ ________ _________ _________ _______ _________ 
 
Profit for the year - - 1,140,329 1,140,329 56,949 1,197,278  
Other comprehensive 
    income for the year: 
         Exchange difference  
            on translation of  
            foreign operations - 5,459 - 5,459 (       402)  5,057    _________ ________ _________ _________ _______ _________ 
      
Total comprehensive 
    income for the year - 5,459 1,140,329 1,145,788 56,547 1,202,335  
Interim 2017 dividend   
    declared - - (    482,000) (    482,000)  - (    482,000)   
Final 2017 dividend   
    declared - - (    220,000) (    220,000)  - (    220,000)     _________ ________ _________ _________ _______ _________ 
 
At 31 March 2018 
 and 1 April 2018 1,000,000 (    63,268)*  1,791,198* 2,727,930 120,940 2,848,870 
Effect of adoption of  
 HKFRS 9                  2.2(a) - - (      39,579) (      39,579) - (      39,579)   _________ ________ _________ _________ _______ _________ 
 
At 1 April 2018 (restated) 1,000,000 (    63,268)* 1,751,619 2,688,351 120,940 2,809,291 
 
Profit for the year - - 1,116,581 1,116,581 60,634 1,177,215  
Other comprehensive 
    income for the year: 
         Exchange difference  
            on translation of  
            foreign operations - 23,417 - 23,417 3,300 26,717   _________ ________ _________ _________ _______ _________ 
      
Total comprehensive 
    income for the year - 23,417 1,116,581 1,139,998 63,934 1,203,932  
Interim 2018 dividend   
    declared - - (    360,000) (    360,000) (   40,000) (    400,000) 
Final 2018 dividend   
    declared - - (    480,000) (    480,000)  - (    480,000)     _________ ________ _________ _________ _______ _________ 
 
 At 31 March 2019 1,000,000 (    39,851)* 2,028,200* 2,988,349 144,874 3,133,223   _________ ________ _________ _________ _______ _________   _________ ________ _________ _________ _______ _________ 
 
* These reserve accounts comprise the consolidated reserves of US$1,988,349 (2018: US$1,727,930) in the 

consolidated statement of financial position. 
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PG GROUP LIMITED 
 
CONSOLIDATED STATEMENT OF CASH FLOWS 
 
Year ended 31 March 2019 
 
 
 Notes 2019 2018 
  US$ US$ 
 
CASH FLOWS FROM OPERATING ACTIVITIES 
Profit before tax  1,177,215 1,197,278 
Adjustments for: 
    Finance costs 8 25,609 16,654 
    Interest income 5 (            742) (      12,086) 
    Depreciation 6 3,582 3,555 
    Impairment of intangible assets 6 - 4,189 

Impairment/(reversal of impairment) of trade receivables 6 (       13,879) 12,755 
    Loss on disposal of items of property, plant and equipment 6 847 -    _________ _________ 
 
   1,192,632 1,222,345 
Decrease in inventories  376 4,055 
Decrease/(increase) in trade and bills receivables  1,755,558 (  5,013,002) 
Increase in prepayments, deposits and other receivables  (     103,479) (       11,890) 
Decrease/(increase) in amounts due from fellow subsidiaries  241,984 (       66,807) 
Increase/(decrease) in trade and bills payables   (  1,988,523) 2,501,666 
Increase/(decrease) in other payables and accruals  122,082 (       27,808) 
Increase/(decrease) in an amount due to a related company  (     549,907) 913,347 
Increase/(decrease) in an amount due to the 
    immediate holding company  (       58,092) 40,800 
Increase/(decrease) in an amount due to a  
    non-controlling shareholder   (       58,800) 58,800 
Decrease in amounts due to fellow subsidiaries   (       29,632) (    172,994)    _________ _________ 
 
Cash generated from/(used in) operations  524,199 (    551,488) 
Interest received  742 12,086 
Overseas tax refunded/(paid)    (            187) 6,151     _________ _________ 
 
Net cash flows from/(used in) operating activities  524,754 (    533,251)    _________ _________ 
 
CASH FLOWS FROM INVESTING ACTIVITY 
Purchases of items of property, plant and equipment 

and net cash flows used in investing activity 11 (         5,859) (        9,921)    _________ _________ 
 

   
 
 
 
 
 
 
 
 
 
   continued/…
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PG GROUP LIMITED 
 
CONSOLIDATED STATEMENT OF CASH FLOWS (continued) 
 
Year ended 31 March 2019 
 
 
  2019 2018 
  US$ US$ 
 
CASH FLOWS FROM FINANCING ACTIVITIES 
Interest paid  (      25,609) (      16,654) 
Dividends paid  (    640,000) (    582,000) 
Proceeds from interest-bearing bank borrowings  6,523,728 5,477,502 
Repayments of interest-bearing bank borrowings  ( 6,271,069) ( 4,059,677)    _________ _________ 
 
Net cash flows from/(used in) financing activities  (    412,950) 819,171    _________ _________ 
 
NET INCREASE IN CASH AND CASH EQUIVALENTS  105,945 275,999 
Cash and cash equivalents at beginning of year  766,910 482,765 
Effect of foreign exchange rate changes, net  (        7,695)  8,146    _________ _________ 
 
CASH AND CASH EQUIVALENTS AT END OF YEAR  865,160 766,910    _________ _________    _________ _________ 
 
ANALYSIS OF BALANCES OF CASH AND CASH 
    EQUIVALENTS 
Cash and bank balances  865,160 766,910    _________ _________    _________ _________ 
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1. CORPORATE AND GROUP INFORMATION 
 
 PG Group Limited is a limited liability company incorporated in Hong Kong.  The registered office of the 

Company is located at 9/F, Surson Commercial Building, 140-142 Austin Road,  
 Tsim Sha Tsui, Kowloon, Hong Kong. 
 
 During the year, the Company was primarily engaged in the trading of home and garment products, and 

investment holding. 
 
 The Company is a subsidiary of Multinational Textile Group Limited, a company incorporated in 

Mauritius.  In the opinion of the directors, the Company’s ultimate holding company is PDS 
Multinational Fashions Limited, a company incorporated in India with shares listed on the Bombay Stock 
Exchange Limited and the National Stock Exchange of India Limited. 

 
 Information about subsidiaries 
 Particulars of the Company’s subsidiaries as at the end of the reporting period are as follows: 
    
  Place of Issued Percentage 
  incorporation/ ordinary of equity 
  registration /registered attributable to Principal 
 Name and business share capital the Company activities 
    Direct Indirect 
 
 PG Home Group Hong Kong  US$250,000 90 - Trading of 
     Limited      home and  
           garment 
       products, and 
       investment 
       holding 
 
 PG Home Group S.P.A.# Chile  Chilean Pesos - 90 Sales and    
        3,000,000   marketing   
 
 PG Shanghai Manufacturer Shanghai US$200,025 100 - Provision of  
     Co. Ltd.##     sourcing 
       services 
  
 # Not audited by Ernst & Young, Hong Kong or another member firm of the Ernst & Young global 

network. 
 
 ## PG Shanghai Manufacturer Co. Ltd is registered as a wholly-foreign-owned enterprise under PRC 

law. 
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2.1 BASIS OF PREPARATION 

 
These financial statements have been prepared in accordance with Hong Kong Financial Reporting 
Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong 
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified 
Public Accountants, accounting principles generally accepted in Hong Kong and the Hong Kong 
Companies Ordinance.  The financial statements have been prepared under the historical cost convention.  
These financial statements are presented in United States dollars (“US$”). 

 
 Basis of consolidation 
 The consolidated financial statements include the financial statements of the Company and its subsidiaries 

(collectively referred to as the “Group”) for the year ended 31 March 2019.  A subsidiary is an entity 
(including a structured entity), directly or indirectly, controlled by the Company.  Control is achieved 
when the Group is exposed, or has rights, to variable returns from its involvement with the investee and 
has the ability to affect those returns through its power over the investee (i.e., existing rights that give the 
Group the current ability to direct the relevant activities of the investee). 

 
 When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an 

investee, the Group considers all relevant facts and circumstances in assessing whether it has power over 
an investee, including: 

 (a)  the contractual arrangement with the other vote holders of the investee; 
 (b)  rights arising from other contractual arrangements; and 
 (c)  the Group’s voting rights and potential voting rights.  
 

The financial statements of its subsidiaries are prepared for the same reporting period as the Company, 
using consistent accounting policies.  The results of its subsidiaries are consolidated from the date on 
which the Group obtains control, and continue to be consolidated until the date that such control ceases.  

 
 Profit or loss and each component of other comprehensive income are attributed to the owners of the 

parent of the Group and to the non-controlling interests, even if this results in the non-controlling 
interests having a deficit balance.  All intra-group assets and liabilities, equity, income, expenses and 
cash flows relating to transactions between members of the Group are eliminated in full on consolidation. 

 
The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there 
are changes to one or more of the three elements of control described above.  A change in the ownership 
interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. 
 
If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and 
liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the 
cumulative translation differences recorded in equity; and recognises (i) the fair value of the 
consideration received, (ii) the fair value of any investment retained and (iii) any resulting surplus or 
deficit in profit or loss.  The Group’s share of components previously recognised in other comprehensive 
income is reclassified to profit or loss or retained profits, as appropriate, on the same basis as would be 
required if the Group had directly disposed of the related assets or liabilities. 
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2.2 CHANGES IN ACCOUNTING POLICLIES AND DISCLOSURES 
 
 The Group has adopted the following new and revised HKFRSs for the first time for the current year’s 

financial statements. 
 
Amendments to HKFRS 2 Classification and Measurement of Share-based Payment  
     Transactions 
Amendments to HKFRS 4 Applying HKFRS 9 Financial instruments with HKFRS 4   
     Insurance Contracts 
HKFRS 9  Financial Instruments 
HKFRS 15   Revenue from Contracts with Customers 
Amendments to HKFRS 15  Clarifications to HKFRS 15 Revenue from Contracts with 
      Customers 
Amendments to HKFRS 40  Transfers of Investment Property 
HK(IFRIC)-Int 22  Foreign Currency Transactions and Advance Consideration 
Annual Improvements   Amendments to HKFRS1 and HKAS 28 
    2014-2016 cycle 

 
The nature and the impact of the new and revised HKFRSs are described below: 

 
(a) HKFRS 9 Financial Instruments replaces HKAS 39 Financial Instruments: Recognition and 

Measurement for annual periods beginning on or after 1 April 2018, bringing together all three 
aspects of the accounting for financial instruments: classification and measurement, impairment 
and hedge accounting. 

 
With the exception of hedge accounting, which the Group has applied prospectively, the Group has 
recognised the transition adjustments against the applicable opening balances in equity at 1 April 
2018.  Therefore, the comparative information was not restated and continues to be reported under 
HKAS 39. 
 
Classification and measurement  
The following information sets out the impacts of adopting HKFRS 9 on the statement of financial 
position, including the effect of replacing HKAS 39's incurred credit loss calculations with HKFRS 
9’s expected credit losses (“ECLs”). 
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2.2      CHANGES IN ACCOUNTING POLICLIES AND DISCLOSURES (Continued) 

 
(a) (continued) 

 
A reconciliation between the carrying amounts under HKAS 39 and the balances reported under 
HKFRS 9 at 1 April 2018 is as follows:  

 

  HKAS 39    HKFRS 9 

  measurement   measurement 

 Note Category Amount ECL Amount    Category 

    US$ US$ US$             

Financial assets 

Trade and bills receivables                                         (i) L&R1 7,877,592 (      39,579) 7,838,013 AC2 

Prepayments, deposits and other receivables  L&R 41,914 - 41,914 AC 

Due from fellow subsidiaries  L&R 255,224  - 255,224     AC 

Cash and cash equivalents  L&R     766,910 - 766,910       AC    ________ ________   _________ 

     

     8,941,640 (      39,579) 8,902,061    ________ ________    ________    ________ ________    ________ 

Financial liabilities 

Trade and bills payables   AC    2,862,573  -   2,862,573       AC 

Other payables and accruals    AC 296,346               -   296,346 AC 

Due to the immediate holding company     AC 61,200 - 61,200 AC 

Due to a non-controlling shareholder     AC  58,800  - 58,800     AC 

Due to fellow subsidiaries     AC   196,807 - 196,807 AC 

Due to a related company     AC 1,044,851 - 1,044,851 AC 

Interest-bearing bank borrowings   1,648,495 - 1,648,495 AC    ________ ________   _________ 

     

     6,169,072    -  6,169,072    ________ ________   _________    ________ ________   _________ 

 
1 L&R:  Loans and receivables 
2 AC:  Financial assets or financial liabilities at amortised cost 

 

Note: 

 

(i) The Group has remeasured the carrying amount of the trade and bills receivables based on the ECL allowance. 
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2.2       CHANGES IN ACCOUNTING POLICLIES AND DISCLOSURES (continued) 
 

(a) (continued) 
 

Impairment 
The following table reconciles the aggregate opening impairment allowances under HKAS 39 to the 
ECL allowances under HKFRS 9.  Further details are disclosed in note 10 to the financial statements. 
 

   Impairment  ECL 
   allowances  allowances 
   under HKAS 39  under HKFRS 9 
   at 31 March  1 April 
   2018 Re-measurement 2018 
   US$ US$ US$ 
 
 Trade receivables  12,755 39,579 52,334     _________ _________ _________     _________ _________ _________ 
 

Impact on retained profits 
The impact of transition to HKFRS 9 on retained profits is as follows: 
 

    US$ 
   
  Retained profits 
  Balance as at 31 March 2018 under HKAS 39   1,791,198 
  Recognition of expected credit losses for trade receivables   (      39,579)     _________ 
 
  Balance as at 1 April 2018 under HKFRS 9   1,751,619     _________     _________ 
 

(b) HKFRS 15 and its amendments replace HKAS 11 Construction Contracts, HKAS 18 Revenue and 
related interpretations and it applies, with limited exceptions, to all revenue arising from contracts 
with customers.  HKFRS 15 establishes a new five-step model to account for revenue arising from 
contracts with customers.  Under HKFRS 15, revenue is recognised at an amount that reflects the 
consideration to which an entity expects to be entitled in exchange for transferring goods or services 
to a customer.  The principles in HKFRS 15 provide a more structured approach for measuring and 
recognising revenue.  The standard also introduces extensive qualitative and quantitative disclosure 
requirements, including disaggregation of total revenue, information about performance obligations, 
changes in contract assets and liabilities account balances between periods and key judgements and 
estimates.   

 
The Group has adopted HKFRS 15 using the modified retrospective method of adoption.  Under this 
method, the standard can be applied either to all contracts at the date of initial application or only to 
contracts that are not completed at this date.  The Group has elected to apply the standard to contracts 
that are not completed as at 1 April 2018.  The adoption of HKFRS 15 does not have a material 
impact on the Group’s consolidated financial statements. 
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2.3       CHANGES IN ACCOUNTING POLICLIES AND DISCLOSURES (Continued) 
 

(b) (continued) 
 

The cumulative effect of the initial application of HKFRS 15 was not significant to the Group’s 
consolidated financial statements.  The Comparative information was not restated and continues to be 
reported under HKAS 11, HKAS 18 and related interpretations. 
 
Set out below are the amounts by which each financial statement line item was affected as at 1 April 
2018 and 31 March 2018 as a result of the adoption of HKFRS 15.  The adoption of HKFRS 15 has 
had no impact on other comprehensive income or on the Group’s operating, investing and financing 
cash flows.  The first column shows the amounts recorded under HKFRS 15 and the second column 
shows what the amounts would have been had HKFRS 15 not been adopted: 

 
   Consolidated statement of financial position as at 1 April 2018: 
 
   Amounts prepared under 
    Previous Increase/ 
   HKFRS 15 HKFRS (decrease) 
  Note US$ US$ US$ 
 
 Contract liabilities (i) 12,120 - 12,120 
 Other payables and accruals (i) 296,346 308,466 (      12,120)     _________ _________ _________     _________ _________ _________ 
 
   Consolidated statement of financial position as at 31 March 2019: 
 
   Amounts prepared under 
    Previous Increase/ 
   HKFRS 15 HKFRS (decrease) 
  Note US$ US$ US$ 
 
 Contract liabilities (i) 56,137 - 56,137 
 Other payables and accruals (i) 369,115 425,252 (      56,137)     _________ _________ _________     _________ _________ _________ 
 

The nature of the adjustments as at 1 April 2018 and the reasons for the significant changes in the 
statement of financial position as at 31 March 2019 are described below: 

 
(i) Consideration received from customers in advance 

 
Before the adoption of HKFRS 15, the Group recognised consideration received from customers 
in advance as other payables.  Under HKFRS 15, the amounts are classified as contract 
liabilities which are included in other payables and accruals. 
 
Therefore, upon adoption of HKFRS 15, the Group reclassified US$12,120 from other payables 
to contract liabilities as at 1 April 2018 in relation to the consideration received from customers 
in advance as at 1 April 2018. 
 
As at 31 March 2019, under HKFRS 15, US$56,137 was reclassified from other payables to 
contract liabilities in relation to the consideration received from customers in advance. 
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS 
 

 The Group has not applied any of the new and revised HKFRSs, that have been issued but are not yet 
effective, in these financial statements. 
 
Amendments to HKFRS 3 Definition of a Business2 
Amendments to HKFRS 9 Prepayment Features with Negative Compensation1 
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and its  
    and HKAS 28 (2011)     Associate or Joint Venture4 
HKFRS 16 Leases1 
HKFRS 17 Insurance Contracts3 
Amendments to HKAS 1                     Definition of Material2 

and HKAS 8 
Amendments to HKAS 19           Plan Amendment, Curtailment or Settlement1 
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures1 

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments1  
Annual Improvements  Amendments to HKFRS 3, HKFRS 11, HKAS 12  

2015-2017 Cycle and HKAS 231   
 
1 Effective for annual periods beginning on or after 1 January 2019 
2 Effective for annual periods beginning on or after 1 January 2020 
3 Effective for annual periods beginning on or after 1 January 2021 
4 No mandatory effective date yet determined but available for adoption 
 

 HKFRS 16 replaces HKAS 17 Leases, HK(FRIC)-Int 4 Determining whether an Arrangement contains a 
Lease, HK(SIC)-Int 15 Operating Leases - Incentives and HK(SIC)-Int 27 Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease.  The standard sets out the principles for the 
recognition, measurement, presentation and disclosure of leases and requires lessees to recognise assets 
and liabilities for most leases.  The standard includes two recognition exemptions for lessees - leases of 
low-value assets and short-term leases. 
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS 

(continued) 
 
At the commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., the 
lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e., 
the right-of-use asset).  The right-of-use asset is subsequently measured at cost less accumulated 
depreciation and any impairment losses unless the right-of-use asset meets the definition of investment 
property in HKAS 40, or relates to a class of property, plant and equipment to which the revaluation 
model is applied.  The lease liability is subsequently increased to reflect the interest on the lease liability 
and reduced for the lease payments.  Lessees will be required to separately recognise the interest expense 
on the lease liability and the depreciation expense on the right-of-use asset.  Lessees will also be required 
to remeasure the lease liability upon the occurrence of certain events, such as change in the lease term 
and change in future lease payments resulting from a change in an index or rate used to determine those 
payments.  Lessees will generally recognise the amount of the remeasurement of the lease liability as an 
adjustment to the right-of-use asset.  Lessor accounting under HKFRS 16 is substantially unchanged from 
the accounting under HKAS 17.  Lessors will continue to classify all leases using the same classification 
principle as in HKAS 17 and distinguish between operating leases and finance leases.  HKFRS 16 
requires lessees and lessors to make more extensive disclosures than under HKAS 17.  Lessees can 
choose to apply the standard using either a full retrospective or a modified retrospective approach.  The 
Group will adopt HKFRS 16 from 1 April 2019.  The Group plans to adopt the transitional provisions in 
HKFRS 16 to recognise the cumulative effect of initial adoption as an adjustment to the opening balance 
of retained earnings at 1 April 2019 and will not restate the comparatives.  In addition, the Group plans to 
apply the new requirements to contracts that were previously identified as leases applying HKAS 17 and 
measure the lease liability at the present value of the remaining lease payments, discounted using the 
Group’s incremental borrowing rate at the date of initial application.  The right-of-use asset will be 
measured at the amount of the lease liability, adjusted by the amount of any prepaid or accrued lease 
payments relating to the lease recognised in the statement of financial position immediately before the 
date of initial application.  The Group plans to use the exemptions allowed by the standard on lease 
contracts whose lease terms end within 12 months as of the date of initial application.  During 2019, the 
Group has performed a high-level assessment on the impact of adoption of HKFRS 16.  As disclosed in 
note 20 to the financial statements, at 31 March 2019, the Group had future minimum lease payments 
under non-cancellable operating leases in aggregate of approximately US$85,205.  The Group currently 
is still assessing whether, upon adoption of HKFRS 16, certain amounts included therein will need to be 
recognised as new right-of-use assets and lease liabilities.  Further detailed analysis, however, will be 
needed to determine the amount of new right-of-use assets and lease liabilities to be recognised, including, 
but not limited to any amounts relating to leases of low value assets and short term leases, other practical 
expedients and reliefs chosen. 
 
Amendments to HKAS 1 and HKAS 8 provide a new definition of material.  The new definition states 
that information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on the basis of 
those financial statements.  The amendments clarify that materiality will depend on the nature or 
magnitude of information.  A misstatement of information is material if it could reasonably be expected 
to influence decisions made by the primary users.  The Group expects to adopt the amendments 
prospectively from 1 January 2020.  The amendments are not expected to have any significant impact on 
the Group’s financial statements 
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2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(continued) 
 
HK(IFRIC)-Int 23 addresses the accounting for income taxes (current and deferred) when tax treatments 
involve uncertainty that affects the application of HKAS 12 (often referred to as “uncertain tax 
positions”).  The interpretation does not apply to taxes or levies outside the scope of HKAS 12, nor does 
it specifically include requirements relating to interest and penalties associated with uncertain tax 
treatments.  The interpretation specifically addresses (i) whether an entity considers uncertain tax 
treatments separately; (ii) the assumptions an entity makes about the examination of tax treatments by 
taxation authorities; (iii) how an entity determines taxable profits or tax losses, tax bases, unused tax 
losses, unused tax credits and tax rates; and (iv) how an entity considers changes in facts and 
circumstances.  The interpretation is to be applied retrospectively, either fully retrospectively without the 
use of hindsight or retrospectively with the cumulative effect of application as an adjustment to the 
opening equity at the date of initial application, without the restatement of comparative information.  The 
Group expects to adopt the interpretation from 1 April 2019.  The interpretation is not expected to have 
any significant impact on the Group’s financial statements.   

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 
Impairment of non-financial assets 

 Where an indication of impairment exists, or when annual impairment testing for an asset is required, the 
asset’s recoverable amount is estimated.  An asset’s recoverable amount is the higher of the asset’s or 
cash-generating unit’s value in use and its fair value less costs of disposal, and is determined for an 
individual asset, unless the asset does not generate cash inflows that are largely independent of those from 
other assets or groups of assets, in which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs. 

 
 An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount.  

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific 
to the asset.  An impairment loss is charged to the statement of profit or loss in the period in which it 
arises in those expense categories consistent with the function of the impaired asset. 

 
 An assessment is made at the end of each reporting period as to whether there is an indication that 

previously recognised impairment losses may no longer exist or may have decreased.  If such an 
indication exists, the recoverable amount is estimated.  A previously recognised impairment loss of an 
asset is reversed only if there has been a change in the estimates used to determine the recoverable 
amount of that asset, but not to an amount higher than the carrying amount that would have been 
determined (net of any depreciation) had no impairment loss been recognised for the asset in prior years.  
A reversal of such an impairment loss is credited to the statement of profit or loss in the period in which it 
arises. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
  
 Related parties 
 A party is considered to be related to the Group if: 
 
 (a) the party is a person or a close member of that person’s family and that person  
  (i) has control or joint control over the Group;  
  (ii) has significant influence over the Group; or  
  (iii) is a member of the key management personnel of the Group or of a parent of the Group; 
  
 or 
  
 (b) the party is an entity where any of the following conditions applies: 

(i) the entity and the Group are members of the same group; 
(ii) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or 

fellow subsidiary of the other entity); 
(iii) the entity and the Group are joint ventures of the same third party; 
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third 

entity; 
 (v) the entity is a post-employment benefit plan for the benefit of employees of either the Group 

or an entity related to the Group; 
 (vi) the entity is controlled or jointly controlled by a person identified in (a);  

 (vii) a person identified in (a)(i) has significant influence over the entity or is a member of the key 
management personnel of the entity (or of a parent of the entity); and 

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

 
 Property, plant and equipment and depreciation 
 Property, plant and equipment are stated at cost less accumulated depreciation and any impairment losses.  

The cost of an item of property, plant and equipment comprises its purchase price and any directly 
attributable costs of bringing the asset to its working condition and location for its intended use. 

 
 Expenditure incurred after items of property, plant and equipment have been put into operation, such as 

repairs and maintenance, is normally charged to profit or loss in the year in which it is incurred.  In 
situations where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised 
in the carrying amount of the asset as a replacement.  Where significant parts of property, plant and 
equipment are required to be replaced at intervals, the Group recognises such parts as individual assets 
with specific useful lives and depreciates them accordingly. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Property, plant and equipment and depreciation (continued) 
 Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant 

and equipment to its residual value over its estimated useful life.  The principal annual rates used for this 
purpose are as follows: 

 
 Leasehold improvements Over the lease terms 
 Furniture and fixtures 10% - 33⅓% 
 Office equipment 10% - 33⅓% 
  
 Where parts of an item of property, plant and equipment have different useful lives, the cost of that item 

is allocated on a reasonable basis among the parts and each part is depreciated separately.  Residual 
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each 
financial year end. 

 
 An item of property, plant and equipment including any significant part initially recognised is 

derecognised upon disposal or when no future economic benefits are expected from its use or disposal.  
Any gain or loss on disposal or retirement recognised in profit or loss in the year the asset is derecognised 
is the difference between the net sales proceeds and the carrying amount of the relevant asset. 

 
 Operating leases 

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are 
accounted for as operating leases.  Rentals payable under operating leases net of any incentives received 
from the lessor are charged to the statement of profit or loss on the straight-line basis over the lease terms. 
 
Investments and other financial assets (policies under HKFRS 9 applicable from 1 April 2018)  
Initial recognition and measurement  
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost and fair 
value through profit or loss. 
 
The classification of financial assets at initial recognition depends on the financial asset’s contractual 
cash flow characteristics and the Group’s business model for managing them.  With the exception of 
trade receivables that do not contain a significant financing component or for which the Group has 
applied the practical expedient of not adjusting the effect of a significant financing component, the Group 
initially measures a financial asset at its fair value through profit or loss, transaction costs.  Trade 
receivables that do not contain a significant financing component or for which the Group has applied the 
practical expedient are measured at the transaction price determined under HKFRS 15 in accordance with 
the policies set out for “Revenue recognition (applicable from 1 April 2018)” below. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
   

Investments and other financial assets (policies under HKFRS 9 applicable from 1 April 2018) (continued) 
Initial recognition and measurement (continued) 

 
In order for a financial asset to be classified and measured at amortised cost, it needs to give rise to cash 
flows that are solely payments of principal and interest (“SPPI”) on the principal amount outstanding. 
 
The Group’s business model for managing financial assets refers to how it manages its financial assets in 
order to generate cash flows.  The business model determines whether cash flows will result from 
collecting contractual cash flows, selling the financial assets, or both. 
 
All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date 
that the Group commits to purchase or sell the asset.  Regular way purchases or sales are purchases or 
sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace. 
 
Subsequent measurement of financial assets at amortised cost (debt instruments)  
The Group measures financial assets at amortised cost if both of the following conditions are met:  
•  The financial asset is held within a business model with the objective to hold financial assets in order 

to collect contractual cash flows.  
•  The contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI on 

the principal amount outstanding. 
 
Financial assets at amortised cost are subsequently measured using the effective interest method and are 
subject to impairment.  Gains and losses are recognised in the statement of profit or loss when the asset is 
derecognised, modified or impaired. 
 
Initial recognition and measurement 
Financial assets are classified, at initial recognition, as loans and receivables.  When financial assets are 
recognised initially, they are measured at fair value plus transaction costs that are attributable to the 
acquisition of the financial assets, except in the case of financial assets recorded at fair value through 
profit or loss. 
 
All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date 
that the Group commits to purchase or sell the asset.  Regular way purchases or sales are purchases or 
sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace.   
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Investments and other financial assets (policies under HKFRS 9 applicable from 1 April 2018) (continued)  

 
Subsequent measurement of loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market.  After initial measurement, such assets are subsequently measured at 
amortised cost using the effective interest rate method less any allowance for impairment.  Amortised 
cost is calculated by taking into account any discount or premium on acquisition and includes fees or 
costs that are an integral part of the effective interest rate.  The effective interest rate amortisation is 
included in other income and gains in the statement of profit or loss.  The loss arising from impairment is 
recognised in the statement of profit or loss in finance costs for loans and in other expenses for 
receivables. 
 
Derecognition of financial assets (policies under HKFRS 9 applicable from 1 April 2018 and policies 
under HKAS 39 applicable before 1 April 2018) 
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial 
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial 
position) when: 
 
•    the rights to receive cash flows from the asset have expired; or 
• the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation 

to pay the received cash flows in full without material delay to a third party under a “pass-through” 
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the 
asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

 
When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership 
of the asset.  When it has neither transferred nor retained substantially all the risks and rewards of the 
asset nor transferred control of the asset, the Group continues to recognise the transferred asset to the 
extent of the Group’s continuing involvement.  In that case, the Group also recognises an associated 
liability.  The transferred asset and the associated liability are measured on a basis that reflects the rights 
and obligations that the Group has retained. 

 
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the 
lower of the original carrying amount of the asset and the maximum amount of consideration that the 
Group could be required to repay. 
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3.          SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Impairment of financial assets (policies under HKFRS 9 applicable from 1 April 2018) 
The Group recognises an allowance for ECLs for all debt instruments not held at fair value through profit 
or loss.  ECLs are based on the difference between the contractual cash flows due in accordance with the 
contract and all the cash flows that the Group expects to receive, discounted at an approximation of the 
original effective interest rate.  The expected cash flows will include cash flows from the sale of 
collateral held or other credit enhancements that are integral to the contractual terms. 
 
The Group assesses at the end of each reporting period whether there is objective evidence that a 
financial asset or a group of financial assets is impaired.  An impairment exists if one or more events that 
occurred after the initial recognition of the asset have an impact on the estimated future cash flows of the 
financial asset or the group of financial assets that can be reliably estimated.  Evidence of impairment 
may include indications that a debtor or a group of debtors is experiencing significant financial difficulty, 
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or 
other financial reorganisation and observable data indicating that there is a measurable decrease in the 
estimated future cash flows, such as changes in arrears or economic conditions that correlate with 
defaults. 
 
General approach 
ECLs are recognised in two stages.  For credit exposures for which there has not been a significant 
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default 
events that are possible within the next 12 months (a 12-month ECL).  For those credit exposures for 
which there has been a significant increase in credit risk since initial recognition, a loss allowance is 
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of 
the default (a lifetime ECL).  
 
At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased 
significantly since initial recognition.  When making the assessment, the Group compares the risk of a 
default occurring on the financial instrument as at the reporting date with the risk of a default occurring 
on the financial instrument as at the date of initial recognition and considers reasonable and supportable 
information that is available without undue cost or effort, including historical and forward-looking 
information. 
 
The Group considers a financial asset in default when internal or external information indicates that the 
Group is unlikely to receive the outstanding contractual amounts in full before taking into account any 
credit enhancements held by the Group.  A financial asset is written off when there is no reasonable 
expectation of recovering the contractual cash flows. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Impairment of financial assets (policies under HKFRS 9 applicable from 1 April 2018) (continued) 

 
Financial assets at amortised cost are subject to impairment under the general approach and they are 
classified within the following stages for measurement of ECLs as detailed below. 
 
Stage 1 – Financial instruments for which credit risk has not increased significantly since initial 

recognition and for which the loss allowance is measured at an amount equal to 12-month 
ECLs  

Stage 2 – Financial instruments for which credit risk has increased significantly since initial recognition 
but that are not credit-impaired financial assets and for which the loss allowance is measured at 
an amount equal to lifetime ECLs  

Stage 3 – Financial assets that are credit-impaired at the reporting date (but that are not purchased or 
originated credit-impaired) and for which the loss allowance is measured at an amount equal to 
lifetime ECLs 

 
 Simplified approach 

 For trade and bills receivables that do not contain a significant financing component or when the Group 
applies the practical expedient of not adjusting the effect of a significant financing component, the Group 
applies the simplified approach, the Group does not track changes in credit risk, but instead recognizes a 
loss allowance based on lifetime ECLs at each reporting date.  The Group has established a provision 
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors specific 
to the debtors and the economic environment. 

 
Impairment of financial assets (policies under HKAS 39 applicable before 1 April 2018)  
The Group assesses at the end of each reporting period whether there is objective evidence that a 
financial asset or a group of financial assets is impaired.  An impairment exists if one or more events that 
occurred after the initial recognition of the asset have an impact on the estimated future cash flows of the 
financial asset or the group of financial assets that can be reliably estimated.  Evidence of impairment 
may include indications that a debtor or a group of debtors is experiencing significant financial difficulty, 
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or 
other financial reorganisation and observable data indicating that there is a measurable decrease in the 
estimated future cash flows, such as changes in arrears or economic conditions that correlate with 
defaults. 
 

 Financial assets carried at amortised cost 
 For financial assets carried at amortised cost, the Group first assesses whether impairment exists 

individually for financial assets that are individually significant, or collectively for financial assets that 
are not individually significant.  If the Group determines that no objective evidence of impairment exists 
for an individually assessed financial asset, whether significant or not, it includes the asset in a group of 
financial assets with similar credit risk characteristics and collectively assesses them for impairment.  
Assets that are individually assessed for impairment and for which an impairment loss is, or continues to 
be, recognised are not included in a collective assessment of impairment. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
The amount of any impairment loss identified is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows (excluding future credit losses that have not 
been incurred).  The present value of the estimated future cash flows is discounted at the financial asset’s 
original effective interest rate (that is the effective interest rate computed at initial recognition).   

  
 The carrying amount of the asset is reduced through the use of an allowance account and the loss is 

recognised in profit or loss.  Interest income continues to be accrued on the reduced carrying amount  
using the rate of interest used to discount the future cash flows for the purpose of measuring the 
impairment loss.  Loans and receivables together with any associated allowance are written off when 
there is no realistic prospect of future recovery and all collateral has been realised or has been transferred 
to the Group. 
 
If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of 
an event occurring after the impairment was recognised, the previously recognised impairment loss is 
increased or reduced by adjusting the allowance account.  If a write-off is later recovered, the recovery is 
credited to the administrative expenses in statement of profit or loss. 

 
 Financial liabilities (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 39 applicable 

before 1 April 2018) 
 Initial recognition and measurement 
 Financial liabilities are classified, at initial recognition, as loans and borrowings and payables, as 

appropriate.   
 
 All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and 

other payables, net of directly attributable transaction costs. 
 
 The Company’s financial liabilities include trade and bills payables, other payables and accruals, 

amounts due to the immediate holding company, a non-controlling shareholder, fellow subsidiaries, a 
related company and interest-bearing bank borrowings. 

 
 Subsequent measurement of loans and borrowings  
 After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised 

cost, using the effective interest rate method unless the effect of discounting would be immaterial, in 
which case they are stated at cost.  Gains and losses are recognised in profit or loss when the liabilities 
are derecognised as well as through the effective interest rate amortisation process. 

 
 Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or 

costs that are an integral part of the effective interest rate.  The effective interest rate amortisation is 
included in finance costs in statement of profit or loss. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Derecognition of financial instruments (policies under HKFRS 9 applicable from 1 April 2018 and 
HKAS 39 applicable before 1 April 2018) 
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or 
expires. 
 

 When an existing financial liability is replaced by another from the same lender on substantially different 
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is 
treated as a derecognition of the original liability and a recognition of a new liability, and the difference 
between the respective carrying amounts is recognised in statement of profit or loss. 

 
Offsetting of financial instruments (policies under HKFRS 9 applicable from 1 April 2018 and HKAS 39 
applicable before 1 April 2018) 

 Financial assets and financial liabilities are offset and the net amount is reported in the statement of 
financial position if there is currently enforceable legal right to offset the recognised amounts and there is 
an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. 

 
Inventories 

 Inventories are stated at the lower of cost and net realisable value.  Cost is determined on the actual basis 
and comprises invoiced value of purchases, freight and other costs incurred in bringing the inventories to 
their present location and condition.  Net realisable value is based on estimated selling prices less any 
estimated costs to be incurred to completion and disposal. 

  
 Cash and cash equivalents 
 For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on 

hand and demand deposits, and short term highly liquid investments that are readily convertible into 
known amounts of cash, are subject to an insignificant risk of changes in value, and have a short maturity 
of generally within three months when acquired, less bank overdrafts which are repayable on demand and 
form an integral part of the Group’s cash management. 

 
 For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise 

cash on hand and at banks, including term deposits, and assets similar in nature to cash, which are not 
restricted as to use. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Provisions 

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past 
event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. 

 
When the effect of discounting is material, the amount recognised for a provision is the present value at 
the end of the reporting period of the future expenditures expected to be required to settle the obligation.  
The increase in the discounted present value amount arising from the passage of time is included in 
finance costs in the statement of profit or loss. 

 
 Income tax 
 Income tax comprises current and deferred tax.  Income tax relating to items recognised outside profit or 

loss is recognised outside profit or loss, either in other comprehensive income or directly in equity. 
 
 Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the 

taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by 
the end of the reporting period, taking into consideration interpretations and practices prevailing in the 
countries in which the Group operates.  

  
 Deferred tax is provided, using the liability method, on all temporary differences at the end of the 

reporting period between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes.  Tax rates enacted or substantively enacted by the end of the reporting period are used 
to determine the deferred tax. 

 
 Deferred tax liabilities are recognised for all taxable temporary differences while deferred tax assets are 

recognised for all deductible temporary differences, the carryforward of unused tax credits and any 
unused tax losses.  Deferred tax assets are recognised to the extent that it is probable that taxable profit 
will be available against which the deductible temporary differences, and the carryforward of unused tax 
credits and unused tax losses can be utilised. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Income tax (continued) 
 The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to 

the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of 
the deferred tax asset to be utilised.  Unrecognised deferred tax assets are reassessed at the end of each 
reporting period and are recognised to the extent that it has become probable that sufficient taxable profit 
will be available to allow all or part of the deferred tax asset to be recovered. 

 
 Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period 

when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period. 

 
Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable 
right to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax 
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or 
different taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to 
realise the assets and settle the liabilities simultaneously, in each future period in which significant 
amounts of deferred tax liabilities or assets are expected to be settled or recovered. 
 

 Revenue recognition (applicable from 1April 2018) 
 Revenue from contracts with customers  
 Revenue from contracts with customers is recognised when control of goods or services is 

transferred to the customers at an amount that reflects the consideration to which the Group expects to be 
entitled in exchange for those goods or services. 

 
 Revenue from the sales of home and garment products is recognised at the point in time when control of 

the asset is transferred to the customer, generally on delivery of the home and garment products. 
 

Other income 
 Interest income 
 Interest income is recognised on an accrual basis using the effective interest method by applying the rate 

that exactly discounts the estimated future cash receipts over the expected life of the financial instrument 
or a shorter period, which appropriate, to the net carrying amount of the financial asset. 
 

 Marketing service fee 
Revenue from the provision of marketing services is recognised over time as services are rendered. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Revenue recognition (applicable before 1 April 2018)  

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when 
the revenue can be measured reliably, on the following bases: 

 
 (a) from the sale of goods, when the significant risks and rewards of ownership have been 

transferred to the buyer, provided that the Group maintains neither managerial involvement to the 
degree usually associated with ownership, nor effective control over the goods sold; and 

 
(b) interest income, on an accrual basis using the effective interest method. 
 
Other employee benefits 

 Pension scheme 
 The Group operates a mandatory provident fund retirement benefit scheme (the “MPF Scheme”) under 

the Mandatory Provident Fund Schemes Ordinance for its employees.  Contributions are made based on a 
percentage of the employees’ basic salaries and are charged to the statement of profit or loss as they 
become payable in accordance with the rules of the MPF Scheme.  The assets of the MPF Scheme are 
held separately from those of the Group in an independently administered fund.  The Group’s employer 
contributions vest fully with the employees when contributed into the MPF Scheme.  

 
 The employees of the Group’s subsidiaries which operate in Chile and Mainland China are required to 

participate in central pension schemes operated by the respective local municipal governments.  These 
subsidiaries are required to contribute certain percentages of their payroll costs to the central pension 
scheme.  The contributions are charged to the statement of profit or loss as they become payable in 
accordance with the rules of the respective central pension schemes. 

 
Foreign currencies 

 These financial statements are presented in US$, which is the Group’s functional currency.  Each entity 
in the Group determines its own functional currency and items included in the financial statements of 
each entity are measured using that functional currency.  Foreign currency transactions recorded by the 
entities in the Group are initially recorded using their respective functional currency rates prevailing at 
the dates of the transactions.  Monetary assets and liabilities denominated in foreign currencies are 
translated at the functional currency rates of exchange ruling at the end of the reporting period.  
Differences arising on settlement or translation of monetary items are recognised in the statement of 
profit or loss. 

 
 Non-monetary items that are measured in terms of historical cost in foreign currencies are translated 

using the exchange rates at the dates of the initial transactions.  Non-monetary items measured at fair 
value in foreign currencies are translated using the exchange rates at the dates when their fair values were 
measured.  The gain or loss arising on translation of a non-monetary item measured at fair value is treated 
in line with the recognition of the gain or loss on change in fair value of the item (i.e., translation 
difference on the item whose fair value gain or loss is recognised in other comprehensive income or 
profit or loss is also recognised in other comprehensive income or profit or loss, respectively). 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Foreign currencies (continued) 

 The functional currencies of overseas subsidiaries are currencies other than US$.  As at the end of the 
reporting period, the assets and liabilities of these entities are translated into US$ at the exchange rates 
prevailing at the end of the reporting period and their statements of profit or loss are translated into 
HK$ at the weighted average exchange rates for the year. 

 
The resulting exchange differences are recognised in other comprehensive income and 
accumulated in the exchange fluctuation reserve.  On disposal of a foreign operation, the 
component of other comprehensive income relating to that particular foreign operation is 
recognised in the statement of profit or loss. 
 
For the purpose of the consolidated statement of cash flows, the cash flows of the overseas subsidiary are 
translated into US$ at the exchange rates ruling at the dates of the cash flows.  Frequently recurring cash 
flows of the overseas subsidiary which arise throughout the year are translated into US$ at the weighted 
average exchange rates for the year. 
 

 Contract liabilities (applicable from 1 April 2018) 
 A contract liability is the obligation to transfer goods or services to a customer for which the Group has 

received a consideration (or an amount of consideration that is due) from the customer.  If a customer 
pays the consideration before the Group transfers goods or services to the customer, a contract liability is 
recognised when the payment is made or the payment is due (whichever is earlier).  Contract liabilities 
are recognised as revenue when the Group performs under the contract. 

 
Dividends 
Final dividends are recognised as a liability when they are approved by the shareholders in a general 
meeting.  Proposed final dividends are disclosed in the notes to the financial statements. 
 
Interim dividends are simultaneously proposed and declared, because the Company’s memorandum and 
articles of association grant the directors the authority to declare interim dividends.  Consequently, 
interim dividends are recognised immediately as a liability when they are proposed and declared. 

 
 
4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

 
The preparation of the consolidated financial statements requires management to make judgements, 
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, 
and their accompanying disclosures, and the disclosure of contingent liabilities.  Uncertainty about these 
assumptions and estimates could result in outcomes that could require a material adjustment to the 
carrying amounts of the assets or liabilities affected in the future. 
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4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued) 
 

Estimation uncertainty 
The key assumptions concerning the future and other key sources of estimation uncertainty at the end of 
the reporting period, that have a significant risk of causing a material adjustment to the carrying amounts 
of assets and liabilities within the next financial year, are described below. 
 
Income tax and deferred tax 
Significant judgements on the future tax treatment of certain transactions are required in determining 
income tax provisions.  The Group carefully evaluates tax implications of transactions and tax provisions 
are recorded accordingly.  The tax treatment of such transactions is reconsidered periodically to take into 
account all changes in tax legislation. 
 
Deferred tax assets relating to certain temporary differences and tax losses are recognised as management 
considers it probable that future taxable profit will be available against which the temporary differences 
or tax losses can be utilised.  Where the expectations are different from the original estimates, such 
differences will impact on the recognition of deferred tax assets and deferred tax in the periods in which 
such estimates have been changed. 

 
 Provision for expected credit losses on trade and bills receivables 

The Group uses a provision matrix to calculate ECLs for trade receivables and contract assets.  The 
provision rates are based on days past due for groupings of various customer segments that have similar 
loss patterns (i.e., by product type, customer type and rating, and coverage by letters of credit and other 
forms of credit insurance). 

 
The provision matrix is initially based on the Group’s historical observed default rates.  The Group will 
calibrate the matrix to adjust the historical credit loss experience with forward-looking information. For 
instance, if forecast economic conditions (i.e., gross domestic products) are expected to deteriorate over 
the next year which can lead to an increased number of defaults in the manufacturing sector, the historical 
default rates are adjusted.  At each reporting date, the historical observed default rates are updated and 
changes in the forward looking estimates are analysed. 

 
The assessment of the correlation among historical observed default rates, forecast economic conditions 
and ECLs is a significant estimate.  The amount of ECLs is sensitive to changes in circumstances and 
forecast economic conditions.  The Group’s historical credit loss experience and forecast of economic 
conditions may also not be representative of customer's actual default in the future.  The information 
about the ECLs on the Group’s trade receivables is disclosed in note 14 to the financial statements, 
respectively. 
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5. REVENUE, OTHER INCOME AND GAIN 
 

(i)   Disaggregated revenue information 
The Group’s entire revenue of goods transferred is recognised at a point in time. 
 

(ii) Performance obligations 
Information about the Group’s performance obligations is summarised below: 
 
Sale of home and garment products  
The performance obligation is satisfied upon delivery of the home and garment products is generally 
due with 30 to 90 days from delivery, except for new customers, where payment in advance is 
normally required  

 
 An analysis of revenue, other income and gain is as follows: 
 
   2019 2018 
   US$ US$ 
 
 Revenue from contracts with customers 
 Sale of goods 31,824,696 30,061,480  __________ __________  __________ __________ 
 
 Other income and gain 
 Bank interest income 742 112 
 Interest income from a related party 24,273 11,974 
 Compensation from suppliers for late shipments 32,599 20,891 
 Marketing service fee 125,000 - 
 Others 4,462 2,197  __________ __________ 
   
   187,076 35,174  __________ __________  __________ __________ 
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6. PROFIT BEFORE TAX 
 
 The Group’s profit before tax is arrived at after charging: 
 
    Note 2019 2018 
   US$ US$ 
 
 Cost of inventories sold 24,883,442 24,525,214 
 Depreciation 3,582 3,555 
 Minimum lease payments under operating leases 121,677 120,495 
 Auditor’s remuneration 33,676 29,825 
 Employee benefit expense (excluding directors’  
  remuneration (note 8)): 
  Salaries and allowances 1,305,338 1,064,422

 Pension scheme contributions (defined 
          contribution scheme) 301,692  272,702  __________ _________ 
   1,607,030 1,337,124  __________ _________ 
 
 Foreign exchange differences, net 4,631 5,289 
 Impairment of intangible assets*  - 4,189 
 Impairment/(reversal of impairment) of trade receivables* 14 (       13,879) 12,755 
 Loss on disposal of items of property, plant and equipment 847 -  __________ _________  __________ _________ 
 
 *  These were included in “Selling and administrative expenses” in the consolidated statement of 

profit or loss. 
 
 
7. DIRECTORS’ REMUNERATION 
 

Directors’ remuneration disclosed pursuant to section 383(1)(a) of the Hong Kong Companies Ordinance 
and Part 2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation, is as 
follows: 

  
   2019 2018 
   US$ US$ 
 
 Fees - - 
 Other emoluments: 
     Salaries and allowances 135,422 144,224 
     Pension scheme contributions 2,330   2,192  ________ ________ 
 
   137,752 146,416  ________ ________  ________ ________ 
 
  



PG GROUP LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
31 March 2019 
 

37 

 
8. FINANCE COSTS 
 
   2019 2018 
   US$ US$ 
 
 Interest on interest-bearing bank borrowings 25,609 16,654  ________ ________  ________ ________ 
 
 
9. INCOME TAX 
 
 No provision for Hong Kong profits tax has been made as the Group did not generate any assessable 

profits arising in Hong Kong during the year (2018: Nil).  Taxes on profits assessable elsewhere have 
been calculated at the rates of tax prevailing in the jurisdictions in which the Group operates. 

  
 A reconciliation of the tax charge applicable to profit before tax at the Hong Kong statutory tax rate to 

the tax credit at the effective tax rate is as follows: 
     
   2019 2018 
   US$ US$ 
 
 Profit before tax 1,177,215 1,197,278  _________ _________  _________ _________ 
 
 Tax charge at the Hong Kong statutory tax rate of 16.5%  
     (2018: 16.5%) 194,242 197,551 
 Difference in tax rates applied for specific  
     provinces or local authority (        2,716) (           231) 
 Income not subject to tax  (    198,370) (    198,113) 
 Expenses not deductible for tax 8,605 5,951 
 Tax losses utilised from previous periods (        1,761) (        5,158)  _________ _________ 
 
 Tax at the effective tax rate - -  _________ _________  _________ _________ 
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9. INCOME TAX (continued) 
 
 As at the end of the reporting period, a subsidiary of the Group had unused tax losses arising in Mainland 

China of US$4,887 (2018: US$5,290), that will expire in five years for offsetting against future taxable 
profits of that subsidiary.  Another overseas subsidiary of the Group also had tax losses arising in Chile 
of US$800,105 (2018: US$874,458), that are available indefinitely for offsetting against future taxable 
profits of that subsidiary. 

 
 At the end of the reporting period, deferred tax assets have not been recognised in respect of the unused 

tax losses of US$804,992 (2018: US$879,748), which are available for offsetting against future taxable 
profits of the companies in which the losses arose.  Deferred tax assets have not been recognised in 
respect of these unused tax losses items as it is not considered probable that taxable profits will be 
available against which these unused tax losses can be utilised. 

 
 
10. DIVIDENDS 
 
   2019 2018 
   US$ US$ 
 
 Interim - US$0.36 (2018: 0.48) per ordinary share 360,000 482,000 
 Final - US$0.48 (2018: 0.22) per ordinary share 480,000 220,000    _________ _________ 
 
   840,000 702,000    _________ _________    _________ _________ 
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11. PROPERTY, PLANT AND EQUIPMENT 
 
    Leasehold Furniture Office 
   improvements and fixtures equipment Total 
   US$ US$ US$ US$ 
 
 31 March 2019 
 
 At 31 March 2018 and 
     at 1 April 2018: 
     Cost  40,720 65,179 89,843 195,742

  
     Accumulated depreciation  (  40,720) (  64,288) (  74,445) (  179,453)     _______ _______ _______ ________ 
 
     Net carrying amount  - 891 15,398 16,289    _______ _______ _______ ________    _______ _______ _______ ________ 
 
 At 1 April 2018, net of accumulated  
     depreciation  - 891 15,398 16,289 
 Additions  - - 5,859 5,859 
 Disposals  - - (       847) (         847) 
 Depreciation provided during the year  - (       235) (    3,347) (      3,582) 
 Exchange realignment  - (         69) (    1,056) (      1,125)    _______ _______ _______ ________ 
 
 At 31 March 2019, net of accumulated 
     depreciation  - 587 16,007 16,594    _______ _______ _______ ________    _______ _______ _______ ________ 
 
 At 31 March 2019: 
     Cost  40,720 64,624 41,126 146,470 
     Accumulated depreciation  (  40,720) (  64,037) (  25,119) (  129,876)    _______ _______ _______ ________ 
 
     Net carrying amount  - 587 16,007 16,594    _______ _______ _______ ________    _______ _______ _______ ________ 
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11. PROPERTY, PLANT AND EQUIPMENT (continued) 
 
    Leasehold Furniture Office 
   improvements and fixtures equipment Total 
   US$ US$ US$ US$ 
 
 31 March 2018 
 
 At 1 April 2017: 
     Cost  40,720 64,034 77,855 182,609 
     Accumulated depreciation  (  40,720) (  63,628) (  69,452) (  173,800)    _______ _______ _______ ________ 
 
     Net carrying amount  - 406 8,403 8,809    _______ _______ _______ ________    _______ _______ _______ ________ 
 
 At 1 April 2017, net of accumulated  
     depreciation  - 406 8,403  8,809 
 Additions  - 789 9,132 9,921 
 Depreciation provided during the year  - (       250) (    3,305) (      3,555) 
 Exchange realignment  - (         54) 1,168   1,114      _______ _______ _______ ________ 
 
 At 31 March 2018, net of accumulated 
     depreciation  - 891 15,398 16,289    _______ _______ _______ ________    _______ _______ _______ ________ 
 
 At 31 March 2018: 
     Cost  40,720 65,179 89,843 195,742 
     Accumulated depreciation  (  40,720) (  64,288) (  74,445) (  179,453)     _______ _______ _______ ________ 
 
     Net carrying amount  - 891 15,398 16,289    _______ _______ _______ ________    _______ _______ _______ ________ 
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12. INVENTORIES 
 
   2019 2018 
   US$ US$ 
 
 Finished goods - 410  ________ ________  ________ ________ 
 
 
13. TRADE AND BILLS RECEIVABLES 
  
   2019 2018 
   US$ US$ 
 
 Trade receivables 3,680,574 2,703,490 
 Bills receivable 912,540 1,928,451 
 Amount due from a related party 1,541,675 3,258,406 
 Less: Impairment (       38,455) (        12,755)  __________ __________ 
 
   6,096,334 7,877,592  __________ __________  __________ __________ 

 
 The Group’s trading terms with its customers are mainly on credit, except for new customers, where 

payment in advance is normally required.  The Group maintains a defined credit policy and credit periods 
are usually granted ranging from one to four months from the month-end of date of invoice to customers.  
The Group seeks to maintain strict control over its outstanding receivables to minimize credit risk.  
Overdue balances are reviewed regularly by senior management.  In view of the aforementioned and the 
fact that the Group’s trade and bills receivables related to a large amount of diversified customers, there 
is no significant concentration of credit risk.  The Group does not hold any collateral or other credit 
enhancements over its trade and bills receivable balances.  Trade and bills receivables are non-intersest-
bearing. 

 
As at the end of the reporting period, included in the Group’s trade receivables of US$1,541,675 (2018: 
US$3,258,406) is an amount due from Grupo Extremo SUR S.A. (“Grupo”), a related company as 
detailed in note 20(c), which is repayable on credit terms similar to those offered to the 
major customers of the Group. 
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13. TRADE AND BILLS RECEIVABLES (continued) 
 
 The movements in the loss allowance for impairment of trade and bills receivables are as follows: 
 
   2019 2018 
   US$ US$ 
 
 At beginning of year 12,755 - 
 Effect of adoption of HKFRS 9 39,579 -  _________ _________ 
 
 At beginning of year (restated) 52,334 - 
 Impairment losses/(reversal of impairment loss) recognised (note 6) (     13,879) 12,755  _________ _________ 
 
 At end of year 38,455 12,755  _________ _________  _________ _________ 
  

Impairment under HKFRS 9 for the year ended 31 March 2019 
An impairment analysis is performed at each reporting date using a provision matrix to measure expected 
credit losses. The provision rates are based on days past due for groupings of various customer segments 
with similar loss patterns (i.e., by geographical region, product type and customer type).  The calculation 
reflects the probability-weighted outcome, the time value of money and reasonable and supportable 
information that is available at the reporting date about past events, current conditions and forecasts of 
future economic conditions.  Generally, trade receivables are written off if past due for more than one 
year and are not subject to enforcement activity. 

 
Set out below is the information about the credit risk exposure on the Group’s trade and bills receivables 
using a provision matrix: 
 
As at 31 March 2019 

                                            Pass due                                                                                             ____________________________________________ 
   Less than 1 to 3 Over 3  
   Current 1 month months months Total 
 

Expected credit loss rate  0.63% 0.63% 0.63% 0.85% 0.63% 
Gross carrying amount (HK$)  4,317,059 853,806 963,924 - 6,134,789  
Expected credit losses (HK$)  27,095 5,385 5,975   -  38,455 
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13. TRADE AND BILLS RECEIVABLES (continued) 
  

Impairment under HKAS 39 for the year ended 31 March 2018 
An ageing analysis of the trade and bills receivables as at 31 March 2018 that were past due but not 
individually nor collectively considered to be impaired under HKAS 39 is as follows:- 
 

    2018 
    US$ 
 
 Neither past due nor impaired   96,692 
 Past due but not impaired: 
     Less than one month  2,061,852 
     One to three months  5,700,922 
     Over three months  18,126   _________ 
 
     7,877,592     _________     _________ 

 
 Receivables that were neither pas due nor impaired related to a large number of diversified customers for 
whom there was no recent history of default. 

 
 Receivables that were past due but not impaired related to a number of independent customers that had a 
good track record with the Group.  Based on past experience, the directors of the Company were of the 
opinion that no provision for impairment under HKAS 39 was necessary in respect of these balances 
under HKAS 39 was necessary in respect of these balance as there had not been a significant change in 
credit quality and the balances were still considered fully recoverable.  

 
 

14. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 
 
   2019 2018 
   US$ US$ 
 
 Prepayments  86,281 70,725 
 Deposits 37,135 22,783 
 Other receivables 86,885  19,131  _________ _________ 
 
   210,301 112,639 
 Less: Portion classified as non-current (     14,092) (      28,716)  _________ _________ 
 
   196,209 83,923  _________ _________  _________ _________ 

 
None of the above assets is either past due or impaired.  The financial assets included in the above 
balances related to receivables for which there was no history of default. 
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15. OTHER PAYABLES AND ACCRUALS 
 
 
  Note 2019 2018 
   US$ US$ 
 
 Accruals  86,225 115,670 
 Accrued employee benefits   4,741 3,875 
 Other payables  278,149 176,801 
 Contract liabilities (i) 56,137 - 
 Receipts in advance  - 12,120    _________ _________ 
 
    425,252 308,466    _________ _________    _________ _________ 
  
 Other payables are non-interest-bearing and have an average term of three months. 
 

(i) Details of contract liabilities as at 31 March 2019 and 1 April 2018 are as follows 
 
   2019 2018 
   US$ US$ 
 Short-term advances received from customers 
 Sales of goods  56,137 12,120    _________ _________    _________ _________ 
 
 Contract liabilities include short-term advances received to deliver garment products. 
 
 
16. INTEREST-BEARING BANK BORROWINGS 
 
   2019 2018 
   US$ US$ 
 
 Import loans 1,901,154 1,648,495  _________ _________  _________ _________ 
 

The import loans as at 31 March 2019 were denominated in US$, interest-bearing at 3.57%-4.59% (2018: 
3.09%-3.83%) per annum and were repayable within one to two months. 
 
The interest-bearing bank borrowings are guaranteed by the immediate holding company and a director of 
the Company. 
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17. SHARE CAPITAL 
 
   2019 2018 
   US$ US$ 
 
 Issued and fully paid: 
     1,000,000 ordinary shares 1,000,000 1,000,000    _________ _________    _________ _________ 
 
 
18. RESERVES 
 

The amounts of the Group’s reserves and the movements therein for the current year and the prior year 
are presented in the consolidated statement of changes in equity on page 10 of the financial statements. 

 
 
19. OPERATING LEASE ARRANGEMENT 

 
The Group leases its office premises under an operating lease arrangement.  The lease for the premises is 
negotiated for a term of two years.   

 
 At the end of the reporting period, the Group had total future minimum lease payments under the non-

cancellable operating lease falling due as follows: 
 
   2019 2018 
   US$ US$

  
 
 Within one year 85,205 97,445 
 In the second to fifth years, inclusive - 66,990   ________ ________ 
 
   85,205 164,435   ________ ________   ________ ________ 
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20. RELATED PARTY TRANSACTIONS 
 

(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the 
following material transactions with related parties during the year: 

 
    Notes 2019 2018 
     US$ US$ 
 
  Immediate holding company: 
      Management fees paid (i) 22,620 17,500 
  
  A fellow subsidiary: 
      Consultancy fees paid (ii)  246,937 261,680 
 
  A related company: 
      Sales of goods (iii) 11,319,905 15,486,394 
      Commissions paid (iv) 2,562,666 1,477,751 
      Interest income (v) 24,273 11,953      __________ __________      __________ __________ 
 

 Notes: 
 

(i) The management fees paid were charged at rates mutually agreed between the Group and the 
immediate holding company. 

 
(ii) The consultancy fees paid were charged at rates mutually agreed between the Group and the 

fellow subsidiary. 
 

(iii) The sales of goods were made based on terms and conditions mutually agreed between the 
Group and the related company. 
 

(iv) The commissions paid were related to sourcing services received and were charged at rates 
mutually agreed between the Group and the related company. 
 

(v) The interest income received from a related company was charged at a rate mutually agreed 
between the Group and the related company. 
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20. RELATED PARTY TRANSACTIONS (continued) 
 
 (b) Outstanding balances with related parties 
 

The balances with fellow subsidiaries, the immediate holding company and a non-controlling 
shareholders are unsecured, interest-free and repayable on demand.   
 

 (c) Particulars of amount due from a related company, disclosed pursuant to section 383(1)(d) of the 
Hong Kong Companies Ordinance, are as follows: 

 
  Maximum Maximum 
  amount amount  
  31 March outstanding 31 March   outstanding 1 April 
 Name 2019 during the year 2018 during the year 2017 
  US$ US$ US$ US$ US$ 
  
 Trade receivables from  
    Grupo (note 14) 1,541,675 3,258,406 3,258,406 3,761,356 1,678,706 
 Due to Grupo (    494,944) ( 1,044,851) ( 1,044,851) ( 1,351,556)  (   131,504)  _________ _________ _________ _________ _________ 
 
  1,046,731  2,213,555  1,547,202  _________  _________  _________  _________  _________    _________ 
   
 The related company is a wholly-owned subsidiary of GES Corp. HK Limited, which is a 

shareholder of the Company. 
 
 (d) Compensation of key management personnel of the Group represented directors’ remuneration as 

disclosed in note 7 to the financial statements. 
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21.  NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS 
 
 Changes in liabilities arising from financing activities 
 

    
    Interest- 
    bearing bank 
     borrowings 
 
  At 1 April 2018   1.648,495 
 Changes from financing cash flows    252,659     _________ 
 
  At 31 March 2019   1,901,154     _________     _________ 
 
    Interest- 
    bearing bank 
     borrowings 
 
  At 1 April 2017   230,670 
 Changes from financing cash flows    1,417,825     _________ 
 
  At 31 March 2018   1,648,495     _________     _________ 
 
 
22. FINANCIAL INSTRUMENTS BY CATEGORY 
 

The financial assets of the Group comprise trade and bills receivables, deposits and other receivables, 
amounts due from fellow subsidiaries, and cash and cash equivalents, which are categorised as loans and 
receivables.  The carrying amounts of these financial assets are the amounts shown on the statement of 
financial position or in the corresponding notes to the financial statements.   
 
The financial liabilities of the Group comprise trade and bills payables, financial liabilities included in 
other payables and accruals, interest-bearing bank borrowings, and amounts due to the immediate holding 
company, fellow subsidiaries, a related company and a non-controlling shareholder, which are 
categorised as financial liabilities at amortised cost.  The carrying amounts of these financial liabilities 
are the amounts shown on the statement of financial position or in the corresponding notes to the 
financial statements. 
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23. FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
 At the end of the reporting period, the carrying amounts of the Group’s financial assets and financial 

liabilities approximated to their fair values.   
 
 The fair values of financial assets and liabilities are included at the amounts at which the instruments 

could be exchanged in current transactions between willing parties, other than in forced or liquidation 
sale transaction.  The fair values of trade and bills receivables, deposits and other receivables, amounts 
due from fellow subsidiaries, cash and cash equivalents, trade and bills payables, financial liabilities 
included in other payables and accruals, interest-bearing bank borrowings, and amounts due to the 
immediate holding company, fellow subsidiaries, a related company and a non-controlling shareholder, 
approximated to their carrying amounts largely due to the short term maturities of these instruments. 

 
 The Group did not have any financial assets and financial liabilities measured at fair value as at the end 

of each reporting period. 
 
 
24. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 

The Group’s exposure to credit risk and liquidity risk arises in the normal course of its business.  These 
risks are managed by the Group’s financial management policies and practices described below:  

 
 Credit risk 

 The aggregate carrying amount of cash and cash equivalents, trade and bills receivables, deposits and 
other receivables, and amounts due from fellow subsidiaries represents the Group’s maximum exposure 
to credit risk in relation to financial assets.  The Group’s cash and cash equivalents are deposited with 
creditworthy banks with no recent history of default.  The Group has policies in place to evaluate credit 
risk when accepting new businesses and to limit its credit exposure to individual customers.  The 
maximum exposure for trade and bills receivables is the carrying amount as disclosed in note 14 to the 
financial statements.  At the end of the reporting period, the Group had certain concentrations of credit 
risks as 25% (2018: 41%) and 85% (2018: 84%) of the Group’s trade and bills receivables were due from 
the Group’s largest single customer and five largest customers, respectively. 

 
 Liquidity risk 

In the management of liquidity risk, the Group monitors and maintains a level of working capital deemed 
adequate, and maintains a balance between continuity and flexibility of funding from group companies. 
 

 The Group’s financial liabilities as at the end of the reporting period, based on the contractual 
undiscounted payments, either are repayable on demand or are repayable within three months subsequent 
to the end of the reporting period. 
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24. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 

 
Capital management 

The primary objectives of the Group’s capital management are to safeguard the Group’s ability to 
continue as a going concern and to maintain healthy capital ratios in order to support its business and 
maximise shareholders’ value. 
 
The Group manages its capital structure and makes adjustments to it in light of changes in economic 
conditions.  To maintain or adjust the capital structure, the Group may adjust dividend payments to the 
shareholders, return capital to the shareholders or issue new shares.  No changes were made in the 
objectives, policies or processes for managing capital during the years ended 31 March 2019 and  
31 March 2018. 
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24. STATEMENT OF FINANCIAL POSITION OF THE COMPANY 
 
 Information about the statement of financial position of the Company at the end of the reporting   
 period is as follows: 
 
  2019 2018 
  US$ US$ 
 

NON-CURRENT ASSETS 
Property, plant and equipment  1,711 847 
Investments in subsidiaries  425,025 425,025    _________ _________ 
Total non-current assets  426,736 425,872    _________ _________ 

 
CURRENT ASSETS 
Trade and bills receivables  5,487,221 6,704,544 
Prepayments and other receivables  118,066 14,142 
Due from fellow subsidiaries  13,240 255,224 
Due from a subsidiary  20,769 20,769 
Cash and cash equivalents  597,212 451,814    _________ _________ 
Total current assets  6,236,508  7,446,493    _________ _________ 

 
CURRENT LIABILITIES 
Trade and bills payables  529,806 2,399,277 
Other payables and accruals  115,023 111,968 
Due to the immediate holding company   122,400 61,200 
Due to a non-controlling shareholder  117,600 58,800 
Due to fellow subsidiaries  164,175 196,807 
Due to a related company  494,944 1,044,851 
Due to a subsidiary  885,355 114,624 
Interest-bearing bank borrowings  1,901,154 1,648,495    _________ _________ 
Total current liabilities  4,330,457 5,636,022    _________ _________ 

 
NET CURRENT ASSETS  1,906,051 1,810,471    _________ _________ 

 
Net assets  2,332,787  2,236,343    _________ _________    _________ _________ 

 
 
 
 
 
 
 
 
 
 
 
   continued/… 
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25. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued) 
 
 Information about the statement of financial position of the Company at the end of the reporting   
 period is as follows: (continued) 
 
  2019 2018 
  US$ US$ 
 

EQUITY 
Share capital  1,000,000 1,000,000 
Retained profits (note)  1,332,787 1,236,343    _________ _________ 

 
Total equity     2,332,787  2,236,343    _________ _________    _________ _________ 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

......................................................................... ......................................................................... 
Berstein Jauregui Sebastian Felipe  Deepak Seth 
Director Director  
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25. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued) 
 
 Note: 
 
 A summary of the Company’s retained profits is as follows: 
 
     Retained profits 
     US$ 
 
 At 1 April 2017   1,301,801 
 Profit and total comprehensive income for the year   636,542 
 Interim 2017 dividend declared   (    482,000) 
 Final 2017 dividend declared   (    220,000)     _________ 
 
 At 31 March 2018 and at 1 April 2018   1,236,343 
 Effect of adoption of HKFRS 9   (      31,639) 
 Profit and total comprehensive income for the year   968,083 
 Interim 2018 dividend declared   (    360,000) 
 Final 2018 dividend declared   (    480,000)     _________ 
 
 At 31 March 2019   1,332,787     _________     _________ 
 
 
26. APPROVAL OF THE FINANCIAL STATEMENTS 
 
 The financial statements were approved and authorised for issue by the board of directors on  
 28 May 2019. 
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INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS
TO THE SHAREHOLDERS OF GRUPO SOURCING LIMITED

Opinion

We have audited the financial statements of Grupo Sourcing Lrmrted. whrch comprise the

Statement of Financial Position (Balance Sheet) as ei 3 1 Nlarch. 2A19. Statement

Comprehensive Income. Statement of Cash Florvs and Statement of Changes in Equity for ihe

vear then ended, and notes to tl're ftnar-rcial statelrenrs, includrrrg a summary of srgruficant

accor-rnring policics "

In our opiruon, the accompanying financial statements of Grupo Sourcing l-rmtted give a uue
and farr vrerv of the tlnanctal posiuon as at 31 N{arch. 2019, andits frnanciai perfbrrnance and ir-*

cash tlows for the r-ear then encied tn accorciance u,rth Iflternational Financial Reoornng
Starrdarci (IFRS) anci comph- u-rrh other apphcable larvs and reguiarrons.

Basis for Opinion

We conducted our audit in accordance r",tth international Standards on Audrting (ISAs). Our
responsrbilities under those standards are iurther described in the Audirors' Responsibrlines for
the Audtt of the Financial Statements section of our report. We are rndependent of the

Companv in accordance with the Internatronal E,thics Standards Board for Accountants' Code

of Ethucs ibr Professionai Accourltants (IESBA Code) together u,rth the ethicai requrements

that are teier.ant to olrr audtt of the fir-rancial statements in Bangladesh. and we harre tuifilleci our
other ethical responsrbrhaes tn accordance wlth these requirements. \Ye beheve thar the audit

er''idence we har.e obtained is sufficient and appropriate to provide a basis for our opmroo.

Responsibilities of Management and Those Charged with Governance for the
Consolidated and Separate Financial Statements and Internal Controls

N'Ianagement is resDonsible fbr the preparation of fi.nancial statements that gir.e a tJue and far
r.ierv in accordance u,ith IFRSs, and fbr such iflternal control as management determlnes ls

necessarl- to enable the preparauon of financial statements tirar arc free trom material

misstatement. whether due to fraud or error.

In preparing the financial statemeflts, malragement ls responsibie for assessing the Company's
abihw to conltnue as a golng concerfl, disclostng, as appircable, matters related to golng concern
and using the going concern basis of accounting uniess management either intends to liquiciate

the Companv or to ceese operations, or has no realistic alternative but to do so.

Those charsed rvith governance are responsible for or.erseeing the Company's fi.nancia1

repordne process.

# iiiSlililli,lfril,'""' ]b. i:ir;ri:;]r] I g iffi;H:;T:, i ffi.:.'..**,
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Auditor's Responsibilities for the Audit of Financial Statements

Our objecnves are to obtarn reasonable assurance about rvhether financial statements as a whoie
are free from matenal misstatement, r.vhether due to fraud or erro::, and to issue an auditor's
repofi that includes our opinion. Reasonable assurance is a hreh level of assurance, but is not a

guarantee lhat an audit conducted in accordance urth ISAs rvil1 ahval,s detect a materiaj
misstatement when it exrsfs. N{isstatements can rnse trom fraud or er.ror and are considered
material it-, individually or in the aggregate, thev could reasonablr, be expecred to influence the
economic decisions of users taken on the basis of these flnancial sratements.

As part of an auciit tn accordance rvith ISAs, rve exercise professronal judqrnent and maintarn
professtonal skepucrsn-r throughout the audit" \\'e also:

o lcienat.-v and assess the risks of rlatenal misstatement of the consolidatei and separate
flnanciai statements. rvhetirer due to traud or error, design and perform audit procedures
responsive to ihose rtsks, and obtarn audrt er-idence that is sufficient and appr,rpnate ro
provide a basis for our oprruon. The nsk of not detecung a material misstatemenr resultrng
trom frauci is irrqher than for one resulting from error, as fraud may invoir.e collusion. tbrgeq,
tntentional omlsslons, mlsrepresentxEons, or the or-errrde of internai control.

c Obtarn an uncierstanding oi inrernal cor.rtroi relevant to the audit rn order ro desrgn audrr
procedures that are appropflate rn the circumstances. but not tor thc purpose of expressinq an

opinion on the effectj.veness of the Company's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness ,of

accounting estirnates and related disclosures made bv managemenr.

o Conciucie on rhe appropriateness of management's use of the going concern basrs of
accountlng and. based on the audit evidence obtained, r.vhether a material uocertainrv exrsrs
reiateci to eyeflts or conditions that rn2y q2s1 significant doubt on the Companv's abrliry to
continue as a going cofl.cero. If rve conclude that amateialuncertainty exists,$/e are requrred
to drav, artention in our auditor's repoft to the related disclosures in the conso[dated and
separate financral statements or. if such disclosures are inaciequate, ro modrf-v our oplruon.
Our conciusions are based on the audit er.idence obtarned up ro the date of our auditor's
report. |{911rs1rsr. tr-rture e\-ents or conditions m2r\r cause the Cornpau' to cease ro cofltlnue as

a golng concefn.

o Evaiuate the or.erall presentation, structure and content of the financial statements. inciudrng
the dlsclosures, and rvhether the tlnancial sratements represent the underlr.rng uansactlons and
events in a manner that achieves fair presentarion.

\I'e communicate with those charged rvith gor.ernance regarding, among other matters, rhe
planned scope and trming of the audit and signitlcrrnt audrt flndrngs, inch-rding an,v significant
deflctencres in internal control that rve identif,v dunng our audit.

d [i]i';jii[*:Lr!!,*"' l; riiiriri:iil I 
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Report on other Legal and Regulatory Requirements

In accordance with the Compames Act 1994. rve also report the fbllowing:

a) We have obtarneci a[ the rnforma[on and explanations which to the best of our
knowledge and behef were necessary for the purposes of our audit and made due

r.erification thereof;

bi In our opiruor-r. proper.. books of accounts as recli-ured br ias' have been kept bv rhe

ComDanv so tar as it appeared trom our examination of these books;

c) The statement of itnanctal position and statement of profit or loss and other
comprehensn-e irrcome dealt u-ith by the reporr are in agreemeflt u,rth the books of
accoullt.

BSIIC Bhaban (Level 11)

1ll2,I.itzi Nazrul lslam ,\r,enue,
I{anr,an Bezar, Dhaka 1215.

\. +88 02 550136,17

F{ +88 01-6-+481-+-+-+
H +88 ol(, l2l(,52()5

@ u,rvu,.maknco.net

SZ info(d,maknco.net

)a"r-Lfu
Mak & Co.

Chartered Accountants

ffi sr,,i:

Dated; Dhaka
May 28,201.9

Member Firm of SFAI, USA
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Propert"v & Assets

Non-cuttent assets

Propertr,, plant c\ ecluiprner-rt - net
Intangible asset

Cuttent assets

Advance, deposit & prepayments
Accounts Receivable
Defearred tax
Casl-r and bank balance

Total assets:

Liabilities & Shareholders, Equitv
Curent liabilities

Credits for expenses
Credits for orher Finance
Loan frorl }iolding company
Irrovrsion for expenses
Provision for Income Tax expenses

Shareholderc' Equity

Share Capital
Shlre monet dr.1'rosir
Retained profit

Total equity and liabilities:

1,4001797

[ryr
23,419,591

1,30,
13,877.090

B1g,B7 6
8,562.626

2,772,450

) 11)

87,714,695

84,602,230
448,197

2,31,2,17 5

6

7

18
B

9

1t)

1,1

12

13 1,

9,87 3.533
3.201.1

20,440,0L1

(0)

The annexed note.r (/ -7 8 ) .fotm an integra/ part of ilte rc .financia/ .rtatemenl.r.

Dated: Dhaka;
2019, N{a_r.28

Diiectot-

stgned a.r per oar annexed repon uf etvn r@ 
AJ"

Chartered Accountants

nfrffik &f,m.
Skertsn*d dL**uunt€ nte

Grupo Soutcing Limited
Statement of Financial Position (Balance Sheet)

As at March 3l, Z0l9

aTW,9[ol
I o,all,sll I

| $,+9e ,eeetl
17,144,767

-4WW

---24WWT ----aJAVWATS-

.4
r,669.812
3,561.021

166,152
607.881

7,675,604

16,297
L,225J6A
7,850.000

141.796
607,891

70,047,134
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Grupo Soutcing Limited
Statement of Comprehensive Income (Income Statement)

Fot the yeat ended on 31 March, 2019

Patticulars

Turnover

Less: Cost ofgoods sold

Gross profit:

Less: Operating expenses:

Adm-tntstrative expense s

Profit from operation:

C)t}-rer income

Profit before Interest & Taxes:

Less: Financial expenses
Profit befote Income Tax:
Less: Income tax expenses

Add: Deierred Tax Income
Net Profit:

\dd: Othcl ccrrnprelren.r\-e lr'lconre

Total comprehensive income

Dated: Dhaka:
2019, N{ar'28

Notes
(Amount in Taka)

2078-19 ll 2lfi-fi

1.4

15

524,052,881

.+9i,1.t0,889

32,91',1,,992

31,934,113

97,955,948

74,636,833

23,319,1',15

24395,11716

17 {))'7)J )) )lq

977,879 2,923,998

1,070,603 2,946,217

1,070,603 2,946,217

1, r-61 ,525 1,035,184

i8 401,679 448,1.97
(3,295,244) 2,359,230

Wk-io.,
Mak & Co.

Chartered Aciountants

--owsw4T--r1{ffrT-

'l-he annexed notet (1 -/ B).fbrtt an integral pan o/'theu.financial $atentent.r.

Managing Director

Signed at per aur annexed repofi rlf euen dale.
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Particulars

Balance b/f
Additron during the vear

Profit (Loss) for the Period

Balance as at 31 March, 2019

Balance as at 31 March, 2018

Managing Ditector

Grupo Sourcing Limited
Statement of Changes in Equity

For the yeat ended on 31 March, 2019

Paid up llShare Money
Capital ll Deposit

13,767,900 9,973,533

(Amount in Taka)

@-lF,-r]
(3,20L,422) 20,440,01L

(3,2e5,211) (3"2e5,241',)

__9,496,@_ __1?_J44W_

!3,767,900 9,873,533 (3,20L,422)

The annexed note,r (/ -/ 8)Jorm an tntegral part o/ the.re_findncial .ttatementr.r.

Director

20,440,011,

__ t3lg_9 oo____2f23, 533_
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Grupo Sourcing Limited
Statement of Cash Flows

For the year ended on 31 March, 2019

Particulars

Cash flows from operating activities:
Cash received form customer

Cas}r receive from barrk interest

Cas}r paid to supplier and emplo,vee

Paid as Advance, Deposit and Prepayment

Incon-re tax paid

Net cash used in operating activities (A):

Cash flows from investing activities:
Purchase o[ fixed assets fi;r t1-re period
Pr-rrchase oIintangible assets for the period
Net cash used in investing activities (B):
Cash flows from financing activities:
Paid up capttal

Share Money Deposit

Loan from holding company
Net cash generated from financing activities (C):

Net increase (decrease) in cash and cash

equivalents during the year (A+B+C):

Cash and cash equivalent at the begrnning of the

period

Cash and cash equivalent at the ending of the period*

rCash and cash equrvalent lncludes:
Cash in l-rand 8

Cash at bank B

Managing Director

Amount in Taka
20L8-79 ll 2017-18

(.519,518,181) (32,316,969')

222.093 (222.093,

(4,767,525') (504,.+00)

10,747,L29 (9,256,450')

594,718,021
q)'7)4

rltiT 7t)O)

23.7 64,793
)) ) 1c)

(433,367';

(207,700) (433,367)

2,036.033

(4,288,979) 7,850,000

(4,288,979)

6,250,454

2.312.175

9,886,033

196,216

2.i1.5,959

The ,tnte:':e d ttote.r (1 / 8).fom an inlegra/ part of'the.re.financia/ .itttlementt.

8,5621626 2r3L2,L75

136,513 1,50,7 51

7,826,053 2,161,41.8

_9,50,626_ __4nfi5 ',

Directot
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Grupo Sourcing Limited
Notes to the Financial Statements

As at and for the year ended on 31 March 2019

Background of the Company
Grupo Sourcrnq l-inited is rncorporated as prir.ate ltnlted compani.es in Bangladesh havtng rrs
regtstered <;ffice ur Dhaka, Bangladesir. The companv rs a subsidiary of Grupo Sourcing Lrruted"
Hong liong. I'he Prir-lcqral actir.rues oi tl-rc companJi are ro act as trader. suppiier of goods and
serr lces includilg garlnenrs related actir-itres.

2.00 Basis of preparation of financial statements

2.01, Statement of Compliance
The financial statements have been prepared incompliance rvith the requirements of the Companies
Act 1994. antl othcr relevant local larvs as applicable and in accordance with the accounting policres
menttoned m the iollorvir-rg paragraphs.

Regulatory Compliances
In addition to t1-re provision of Companies Act 1994, the managemenr complies with the applicable
previsions of follorving act & larvs:

. Tire Incorne T'ax Orchnance 198.1;
t Tl-re Incon-re Tax Rules 19811;

' T}re Yalue ;\dded 'I'ar ,\ct 19911

' Tl.re Yalue Added'I'ax ltules i991;

2.03 Components of the Financial Statements
According to the lnternational Accounti"ng Standards (IAS)-1 as adopted bv ICAB as BAS-1
"Presentation of Financial Statements" the complete set of financiai statements includes the
followi.ng compo ncnts.

. Stateme nt of financial posiuon (balance sl-reet) as at 31 Nilarch, 2019;
t Statement of comprel-rens1lie llcome (Income statement) for the year ended on 31 March,

2019
r Statement of changes in equi6. for the vear ended on 31 Match,201,9;
r Statement of cash flou,'s for the 1,s21 ended on 31 N{arch, 2019; and
r r\ccounting policies and other explanato$r notes for the yeat ended on 31 March,2019.

Measurement Bases used in preparing the Financial Statements
The hnancral stiltements l'rave been preparecl on the histoucal cost basis, and tl-rerefore, do not take
rnto constderation the effect of inilation. The accolrn[ng policies, unless other-wise stated, have been
consi.stently apphed by tl-re company and are consistent rvith those of the prctious \.ear.

Reporting Currency and Level of Precision
The hnancial statements are presented in Bangladeshi currency (faka), whicli is tl're Company's
functionai ctlrrenc\'. A11 financial inforn-ration presented in Taka l-ras been rounded off to the nearest
Taka.

2.02

2.04

2.05



2.06

2.07

2.08

2.09

ftllak & Co,
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Preparation and Presentation of Financial Statements of the Company
The Board of Dt-ectors o[ the company is responsible for the preparation and presentation of
financiai statements oi Grupo Sourcrng Limited.

Use of Estimates andJudgments
The preparation of these flnancial statements. requted management to make judgments" estimates
and assumptions that affect the application of accounling pohcies and tl-re reported amounts of
assets, habilities, income and expenses. Actual amounts ma)r differ from these esttnates.

Esiimate-s and underllrng assulr-lptlons rrc re\'1ewed on an on going basis. Revisions to accountlng
esmates arci recoglrzecl in the period in r.r,hich the estrmates are revised and in any futwe penods
affected.

Reporting Period
Thrs financial statement of the companlr covers period from 1 April,2018 to 31 N{arcl-r 2019.

Cash Flou, Statement
Statement o1'casir florvs is prepared in accordance rvrth "BAS 7: Casl-r Flow Statement" and the cash
flows fiom operatirg acttities have been presented under direct N{ethod.

2.10 Recognition of PPE:
Propertv, Plant and Equipment @PE) under construcrion/acquisition is measured at cost & no
depreciation u,as charged as per provision of 'BAS-16: Properq,, Plant and Equrpment'.

2.11, Depreciation:
Depreciation l-ras been c1-rarged on straisht-[ne rnethod on all properfi., plant and equipment that
have alreadt, been put on operation except land. Full month's depreciation is charged for the month
of acquisition irrespective of the date of acquisition and no depreciation is charged for the month of
disposal. The rates of depteciation and category of property, plant and equipment are as follows:

Asset Tvpe Rate
Furninrre ar-rd Ilirtures 25oi,

Otilce F.quiprnent JJ,JJ- O

(-ompi.rter- Equilr ment .).). -)-)''0

2.12 RevenueRecognition
The company recognized revenue when risk of ownership has been transferred to the buyer, which
satisfied all the conditior-r for the rer.enue recognition as provided in BAS 1B "Revenue
Recognition".

2.13 Provisions
As per "BAS 3r: Plovistons, Conturgent l,iabiliues and Contingent Assets' a provision recognized on
the date of statement of fmancj.al position if, as a result of past even Company has a present
obligation that can be esumated reLiably, and it is probable tl-re outflow of economic benehts will be
requred to settle the obligation.
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A provision is recogmzed if, as a result of a past event, the company has a present legal or
constr-uctive obhgation that can be estimated reliabll,, and it is probable that an outflow of economrc
beneht will be recluired to settle the obligation.

Contingencies
Contingencies arising from claim, iitigatron assessment, ftres. penalties etc are recorded it is probable
that a liabihn' has been incurred and the amount can be measured reliably accotdance u'ith "BAS 3r;
Provisions, Continsent Liabihties and Contingcnt Assets".

Z.LS Going Concern
'Ihe compant, has adequate resources to continue its operatlons for fbreseeable future. For tftrrs

reason the du'ectors continue to adopt the going concern basis rn preparlng the accounts. The
resources oi the conpanv are suffrcrent to meet the present obligatron of its e xr,.ting busuresses and

operations.

General
Figures are roundecl off to tl-re nearest Taka

3"00
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ff\&ak &f,o*
Chartered Accoilntants

Nott 
lPurti".rl.r,

S

Intangible assets

Opentng Balance

Add: License fee for N{S office

Less: Arlortization

Advances, deposit & prepayments

Secunrv Deposit-Rent

Advance Against Sa1ary

Advance to Emplovees

Adr.ance to Others

Accounts receivable

Opening balance

Add: Addition during the year

Less: Adjustment during the year

Less: Pror.ision for doubtful debt

Acconts Receivable break up

Accounts receir.able from other

Accounts receivable from Group

Cash and cash equivalents
Cas}i in }rand

Cash at bank

Creditor for expenses

Trade pavable

Other pa,vable

Rent Payable

Saiarv Par,,abie

VAT Pavable-Rent

Creditor for other finance
Vat Input/ Output tax

Witl-rholding Tax

\\'i t1-r1-rolding \rAT

84,602,230 1.0,41L,075

524,052,881. 97,955,948

608,655,110 108,367,023

589,341.,497 23,764,793

13,877,090 ___91,602230_

tD^f I

I ll 31.03.201e ll 31.03.2018 
|

46,042

16,042

___try

130.000.00 x30,000

222.093

10,834,972

3,0,t2,118

81,560,112

3,042,11,8

13,877,090 8\602,230

136,57 3 150,7 57

1,826,053 2,1,61,178

8,562,626 2,312,175

52.519"00

45,000.00

1,555,41,+.00

60.424,482

191,815

17.415.00

10

850,665

1 19,305

255,L90

7,670,438 60,216,297

1,514,771.97

155,6,t0.00

it

7.1

_1$6eW_ _12%J60
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W&ak &f,6-
Chartarad Accouniants

Nott 
lP.rti".rlu..

s

fi Provision for Expenses
Electricitl, bill
Telephor-ie bill
Water bill
Gas Bill
Courier bill-International
Security Charges

Audit fee

Amount (in Taka
31.03.2019 ll 31.03.2018

21,332

35,000

1,,294

800

28,630

3t 106

22,000

25,000

600

800

20,000

33,396
.+6,000 46,000

166,45 147,796

Provision for income tax

Opening balance

Add: nror-ision for the vear

Provision for income tax as per larv

Less: Adjustment during t1-re peuod

Less: Advance Income Tax
Opening Lralance

Add;Addition during the year

Less: Adjusrment during the,vear

Balaoce as on 31 Ntarcl'r 2019

Share Capital
Authorized Capital:

[3,00.000 shares of Tk. 100 eacl-r]

Paid-up Capital:
Narne of Shareholder

Grupo Sourcing Limited, I-Iong I{or
Zaman Uddin Ahmed

4.767,525

1,,031,,1,16 17,097

1,.031,,17 6

77,097

7,03L,176

13

5,798,701

423,295

4,767,525 +23,295

5,190,820 423,295

5,190,820 423,295

607,881 607,881

30,000,000 _1q999{99_

a1y. Per

137,669 100

10 100

13,166,900
I 000

13,7 66,900

1,000

_____137_,672_ ____t3lg_9 o 9_ ___1319_2 o o _

12



3,759,569

5L9,215,253

1,021,47 6

56,583

__L4{s2,881_ __ eullf4s_

Wtg,k&C$*
0harlarad llecou nta ntt

14 Turnover

Sales from serwice export

Sales - Garment

Foreign exchange gain

Misceleneous Income

1,5 Cost of goods sold

Cost of Goods Sold-Gatments

Cost of senice render

Cost of service render

Salary & Bonus Exp-Staff
Cor-rrier charges - loca1

Couler charges - International

Made sample expenses

Administrative Expenses

Salaq' & Bonus Exp-Sraf[

Air Frerght Charges

Medical/health insr-irance - employees

Life insurance contributions-staff
Leave Encashment

Insurance General

Immigration/visa expens es

Club & membership fees

Securiq, charges

Expatriate rvork perm,rt/l.isa charges

Staff rvelfare expenses

Or.ertime expenses

Legal & professional cl,arges

Auditors remuneration

Senice Expense

Rent-office

1,9,656,879

78,256,41,1,

42,658

15.1

487,913,1,66

\ ))'7 -7)\
65,675,334

8,961.199

15.1

491,140,889

8.413.5.11

57,069

431,249

59,640

3,227,723 ____8,961,499_

2,868,799

6.730

352,194

16

17,358,401

1,40,983

66,192

80,08,1

9,960

159,737

60,350

400,152

20,'100

17,31,0

32,899

399,525

57,500

903,000

8,591,,229

1.08,272

1,32,584

46,871,

24,667

2,906

1,26,190

382,536

5,000

8,321,

32,617

645,750

81,500

r,561

780,000

1)

Notes lParticulars Ref.



Notes lParticulars Ref.

Rates & taxes (local)lregn fees

Transport Exp -Others
(--ar parking cl-rarges

Repair & rlaintenance - Furniture & Ofhce equrpment
Repair & maintenance - others

Generator running & fuel

Electncrtl'bill

Gas expenses

Water charges

Housekeeping & cieanir-rg

Office supplies

Printrng & stationery

Telephone expenses

Interner & Email Cl-rarges

Travel-locai

Travel-or.etseas

Er-rtertainment Expense

Bank charge

Covernlnsnl [.at
Depreciauon

Amortization- so fnvare /ERP
N{isceleneous Expense

\\-elrsrre Subscnpuon

Adn-lnistratron Fees

Transport Fare Exp

Vehrcle Fuel

17 Other income
Interest

18 Deferred Tax
Carq{ng amount of Propert1,., Plant & Eqr,rip

Tax base of Propertl,, Plant & Equip
Taxable temporalT difference/ (Deductibie remporary
difference

Applicable Tax Rate

Deferred Tax habi[w / (Asset$ ar rhe end of the year

Deferred tax habihq'/ (Assets) at the begrnning of the year

Deferred Tax Expenses / (Income)

(2,428,216)

35o/o

(1,280,512)

35Yo

(849,876)

(448,197)

(448,197)

Wifl,ak&C&*
Charter6d Accounlants

182,850

609,152

26,400

,+3,984

130,255

3,300

255,321

11,520

16,225

142,185

176,357

31,290

537.077

tr62,tr89

169,515

4,89f ,560
121,123

1,,094,877

121.525

1,519.369

56,593

20,000

75 000

1,463.662

7 \n2

_"gr-,",

158,'100

1.435,930

26,000

68,000

5,874
)'7n q'7(t

11,900

27,82A

116,793

130,148

106,617

424,939

109.648

666,167

3,599,052

724,555

76,923

10,743

1,169,666

46,042

20,395,L17

, 92,7?4 22,219

92,724 22,279

1,400,781

3,828,999

)'71) t\O

4,052,962

1,4

(401,,679) (448,197)
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Mak & Co.
Chartered Accounlants

INDI''ENDENT AUDITOR'S REPORT ON THI, FINANCI,\L S'I,\1U\II'N]'S
F KI,ElDER SOLRCINC LINIITED

\\t hNe iudncd thc 6nr.irl srriemmc of Kleider Sourcing Ljnned, tlnch coDPnsc fir
ShEEc oI Im..ixl losiiion {B?L?oce Shs, r n 31 \hr.h. 1019, Smr.mcrt a.n+rthmJr.
Ioconq suremenr oaC?sh Fldls ind Shrmon ofahiEsd D Equi.r'ror rhc !* tltn.ndcd, if,d
loEs ro ihe fin.nci.l r cmens- iocludr.s i sunr6 olrgDia(nrxcnroLng PolLcLes

ln ou opinlon, th! ic..npxn)ing Innxi fioncDE ol I.]dJ& Sourd,g Lnnlcd gn c r h,( rtr
fM vGq oI L\r fnmcial pcidon as at l1 M d.201r, rd n: frn.ncil tsfomu.e rDJ trs csl)
floNs lor the r*r ihen cndql h acc.ldxn.e sirh I'nemxdo.d Fif,.nchl Repoldns Smndd {llrR5)
ni compL! {idr !,hu ephd6L.lx$ x.d rcguliuons

\Y. co du(ed our Ndit in 2ccoid.oEe vtth Ift@udoorl sundNlds oo ludrnns lsrrl Our
rtsponsibilitis uf,dq rhose randuds in tuth.i d$tiL.d nl dre ,\udrt".' RdponnLilincs id the

\udit of rhe Finandil StlEmots *.ton of our repoii \Y. -c hd+endeni oa r ComPrnr iD

rccordif,ce drh th( IDrdntrno.,l EIhi.: Shndud: llorl a.r -{c.ounon6' Code or Edric foi
!r.re$b!n ,{...unhnb {IISBA Codc) n,sdh& vitL e dhiml rc.tL'ncment rt c evmi io
ou! tu.ht ol dr frnanoal {r!o.nE r Bnglxdsh, . wr hiye tulnllld our .dE eihiql
eponsbilines h rcqnduc. utb these rtlntruncors. \!r bcLlele rln hg aulht erd.rce \c havt

obr d ,Tr rd.tj hirno.rni

Responsibilnies ofManagene.t and those ClErged fi Gov.n,...lor rhe Consolidlred
i.d Sep.fltc Fiflanci Sbtemelrs rnd Inrer.il Co.tols

\1i.xeun!f,l n EponnLle tu dr( pllpntrd oi fimrnl nr. non\ rh g,r. x kue i.J lir { c m

rccoducc d$ lFRSs, d ior sudr ioiqniLl ofl n r mrng.'n.d, dctdminer 
': 

Decc$u ,o
Enabl. tle plepxstior oa fini,rcial sEti.d,r IMI re ti.. ltum m clirl mishtcm( , \hedtr du.

In !rtp.ring $c 6n,ocial $ftnd,G, nrmgonsr n tespo.,ble ro! asscsshg the Co'nPxnis abiljtl
ro conrinuc is 1 g.n*.on.cm, disdosi.g, r rpplLcrbk, mrtta' tl,,ed ro Coi,rs o.ccrn md using

ihccoios!.n.efl bAn o,iccourrioBu'rles manigcmc liihqnne.ds rollguid . theComPmr or
r.. s..folio'i orhs no rerlsnc rlt(natilt LL, to do s.

Those chrryed \i(n !or.m..e ire respoosibl! n{ ovqscdD! rh. comPm\'s innrciiL !(!uuD!

Audibls ResDonsibjlile ror ib. Andn ol fi,mncial StrEnent

onr obj.ctilcs * t. oLmh r.NoDxLl. is$mcr about $helher ioincial ihtie.6 N r vholc c

Iree lron m enil rn$hrgDcnt, $6dit {l[ ro ti J or .ror, d to sur m aullnors rtPot llut
nduds our op,ail,o RclvDbltrsu ...irrlnshlNcloixsumrc!.butisoolxgurnnrc!t] rm
xodn.ondudcd in acc.il&r. {nl' lSAs Nill ,l\a\: dde.r r D rqiaL ftsut.ntnr \hcr n drrr'
Mi$hEmerF can nis! 6.n lirud o! droi ftrd rc co.sidtred micn d. hdiridunlf .r nr rh(
x8greg*c, rhc] could rtasonlbly bc dp.ctcd io,.fluen.e nE eroooEi. de.isions oa us.$ hkc. on

g sEri



Mak & Co.
Chaatered Accounlants

l\s p.ii of in Nd,t i. xc.odxn.e \ith IS,\s. ve exe(re ploftssi.o ludgrdclt aad Ei!a!
FroL$1onil sceprcirm ihoughour the audn v'c ilso

Idddt dd A*s rhe risl! ot m !n11 iisshrmed of dre .oflsolidTred {nd *prmre fif,{ncnl
*.rane.6, wherh{ due ro ahud or doi JcsisD ind pcliorm iudir po.e.lulcs &sponsi\e ro rhor
nsks, ao,l obtr! audir c'idcnce ihfi G.ufiicieDr ud.pproprifle ro prolnL. r rsis lnr ou opnioo.
Thc ,sk of o!, ddcctios a mxc;?l [i.sronefi rsulin! &ofr frfld s h]lher rh ioi ooe
rcsulting fron cror, s anud mxy inrolre .oulron, aorg.4,
miseprcrnhrjons, orfie ovdide ol inrern il cof,rol

plocedur- (h.r re epropiifu n1 rI[ ffcum$ur$, bd oo. Gr E p",fo- "1.\n.*h.! ..
op1ru!! o! th! cfaccnlcoEs of rhe comprll \ r€ir bnhl

F:vxluire rhe rppsDinr.nss oI a(.u!hs porlcies ufd iid rhe remonrbkr.s .i x(oun rg
csrmxtes xnd reLited dis.l.sue hdr br nhrs@ert

r E$hMfu rhc or.yxllpie*.mdo., $ru.tur ni..nhl oidr ljnlocilL] lntrm.ds, i..ld.t.g lh.
didosurcs,indNhdl]el&frn,ldxl!Iemans!.I!qcth!u!']u
j.antu d dMr achiNcs turprtsenridoi.

! Cof,clud. on dre ?pproprixrco.ss ofmxnx8meia: ur ollh. g.h! (.!cdo L*tr.4 r...unh!
rnd, bzfd on rhe iudn elide.ce oboncd. \1hdhri inrfthl nn.turrnft exrs r.Lired,o.eoc or

'3,.1. 
,n' do I o'. l' . . .' b,n . ..0

Ilv! <,!cludc rhr r m erirluD.endon e$r5. \t uc rqulcd ro dr ( atr..uon in our {udnois
r.poir ro (he iehrcJ &d!su(5 10 thc <nLorrdiled iod spanre nni
dklosures m inidegu e, ro modiq r opnnm. ou @Nlu*rs {c b6i on Ll! iuJri .nJ!n.e
oban.d up ro ue dat .l.u! auihior: !(!on Ho!4 er, tuture oe s o! co!,litions oal cRus! n\c
Comp,.y ro cerse b con iue N l son!..n.d!

\\,c @Dmulr cffh irof cl,x8ed \irhgoyeLf,.n.r r!.giidins, rnolr8 orhd orrtc^. rL( pl.nndl
r.p. xnA Mng oI t}l( ]Jrt aod nliicirt iudn iDding:, rdudi.g if,y rBorlienr neficE de: rn
mrenxl cofiolrhr we idenufr dumg ou! rudl

Report on od,.r Iigrl ind Regnl,rory Requirocns

l. .ccordmce wnh n\e Contmis r\ct 1q9.1, \'. xlso rp.ri rlt a.lL.n,Ei

4 \\'! 6a!c obt led dl .he haolornon .od explif,.riof,s which ro rhe be* of ou kaornedge
md 6!li.l NG lccs s5 ao! th ( putros: ol our iudi t rnd nxde due rerinc ion dxrol

b) rn onr opi.ion. proptu books ol...ounm r lagu1Ed br li\ hire b
so u! d n?lpsrcd foor ou, exrtn i LonoirhAeLools,

c) Th. srercor of nnaral F51noD srd n .nan of proflr oi lo\s ud olhd conprheosiye
income de.lr NiL\ Lr rk r.port rc tD agrccoe un,drbooksoarc.oun

@
i,

-IIXra U \?,r,

SFs
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S srnl Mak &Co.
cha .rod A.co u nra nr'

Kleider Sourcing Ltd.
shrm. ofca8hFloss

For$e).ar.nd.d on 31 Mrrch,2019

| ,01b.,1 11 ,0l].r3 r

C.sh 0ovs rron op<BijnA :ctivnicsl

aashldeled fom.u ood
Cash pad o :uppti& xnd emploree & so"6menr
Ncr .r6h used io op.r.rinc rciiviti$ ia):

Casn odvs lron iflvestios adivnies:

Iurchn! of nred rF ro! th. Prdod

Sns of Lred i$ds ao! drt p&L.d

Nd.ash Eed in iNdjns.criviiies (B)'

cish nos fiom fioancing ...ivniesl

Ncrcxh ce,enred rDn Iin ncinsKiilirid (q:

Nejncrse (d.m6e) iEc$h i

cNh ro,l .ash eqLn! .d $e bcgEring of tlrc p{io,l

c.sh 3nd caeh .quivalert lihe edinA ol the Fdod*

iclsh atrd c*b equtv.lenr indud.s:

jj,or9.rl6 11.596J63

157-rl+.lrr ) . li 2Biscri

12.4,15'0331 199,6n],4x)

0r.9r0,0!{)
7S3.526

Tb, ! tsgtt ttun! 11 t 1 ) I,Dt a, |t"t r1t tt k e 1itu@l ndeh L
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Ssr.qI Mak &Co

KLEIDER SOURCING LINlITED
Notes tu t6e Fi.i.c,rl strenen6

15' '.rl inr In, r.r fird Linr.L t0t9

r00 Blckgou.dofrfieConDany
ralddd s.urdry rhncd hcolpomkd pir e ]jnrcd .onp nd r Bruxlt(sh ur,1d
conp, es A.r 199.1oo 19 Dc(cmbs 2012 ide ConrF.r Registrxriar ro C 1062r3/L'
It hN obhi.ed mdc lice.se lrom Dlmkx Cnr CdlpoBlon (En) Nith !+aiocd id&css o(
3l/2, Fokinpool, Nlotijhcel, Dhxkx

L01 NatuEofBuinem
lddds souEi.s r.imned enclgd ir Lu) ins trousc rhrd acilni$ in renLte/RNrc 5edor.

2.00 B.sisofpep.nrio.ort.

2.01 StaEnen.ofComplirnce
1he llnuchl n emef,E have been plcPucd nr.omphm.r erh rh. rtquftnrdB oI Lh.
conprnis Ad 1991, rnd orhq lcrcya rocrl hls s.pptiqbll Rnd if, accordnrc. win\ thc

.o,,dn"potr,r.- ru .,J, ,l .,.t .3..',3l [].

2.02 Rcaul,rorv Complimces
ri ddidon ro dE pr4rnoo of coopinEs ,{cr 199,t. rltr hxnlllbrot .o@plics virtr r6c
rppLicxble pr.labrs of nnhujos rct & h\.:

! Ihe rncobd Td R,rrcs 193,ri
. ft.vducAdded lar A l991l

2,03 Componenc arrhc Financiir Sratcnens
,\.cordinc ro re Inrnau.n?l {clounLns siindtrds (l-\s).]i5 idopred brlcAB 15Ils 1

''Prcsmtiiion oalrinn,ci l Shrenr.N" rh! <,mtl$ rr oannznqil5
nnLolifls cornD oo e. s

. shtementoIfimn.lxl posiLi.. (L uc..hedrs 11N1irch,?019;

' SErcmcDr ol.omprhenrle nrcont (Incomc w.mmi foi d,cFciod mdcd or 31

M,.1.?019
r sdEmeorof ch.ngsn, equi.r tor d,.pr..!tc d.n ll ll](h,l01rl
. ShrmmrofcAh Aoys aor rp.iod.Dd(Jo!lr l,,hch, ?019reDd
r A..oudtinS pdhdcs i.d o$trlrphnxro4 nores aor r& pffiod ended or 3l llxich,

2,04 MeasuEnent8$.6ns.d inpr.p.ringrh.Fin,n.iar Strreie.h
Thr 6laodal n emef,u hrve beflr piepr.d on e lN,ori.xl.o$ Lrs, hd fi.reIo4 do
nor ukc hto coD s idem uon dre eflect of nr n.rtu. T1'. r..o!n r iE p.loes, unl$ .,h.nvn.
s ed, have Leen..!i$od) ipplicd b! Ir compmr ud rc.onsis(ur \id .s! oadr.

2.05 R.poding Cuft.cy ,nd L.vcl or Prc.Gion
Th. fi.an.ixl $r..m.nti {g lKcnrcll in Bi.Bldesfi curcncl.(rxka), \'hic[ G ihe
conpn/r tu..ri.dat .ud.nry .{1r tirinchl infomxrion prefnred m t.kr hs bce'
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2.06 Pep,iation snd Ptuecnrnrion of Financirl Sb&nen6

The Board of Dnecbis of dc tuhpanr i: re:pof,siLrle lor
orEnan.iln .nenboll\1eldersouMgl.imned

Mak &Co

$c p(pmtion ftrd p(smrarion

2,07 UBc orE6timates and Jud3ren6
Th. pftpamdoi of ih*e 6nx.c,xl ueEcnB, G,tuned orugemerr ro iml,e rulg dn:,
slmares rnd a$umpno.s rhlr xfte i& ephadoo or iccoulbg toLici$ .nd nr
ropoibd ahounb of rrr, [ibiliriB, incom. xnd erpenks {.tu,] @ouor oer drftr

Eshrs aod undslri,rs rnmp lg bisr. Rrrao,s
x.coo.ri.! sdmk5 x( !(oso4d i,r rrre peroll i rhdr r! csrilr

Ihis finan.ixl m,end, of rlc c.olrinr.o!es prtiod tom I 1pil, 30tB r. tl rlrlli

2,09 CashIloNSr,t nenr
&arnon oa cmh flo\rs r FrFuad u rccordnre \ l"L{s7i{tashEo\ Sblcmc ,,inJ
rhe c?sh floNs asn oprnlng r.Liyr!.s h cblcn prsctrredn.der&ednkrhod.

2.10 RecosnitionofPPE:
Popqrl Plao nd Equipnreni 0,PE) u.do
no depiedrL.n w6 rh{sed 7s F{ provnio.

D.plccjdo! has been chxiged od srxight lhc merhod or iLl pDper\ , pliol rf,d eguipmcnr
thr 6avc aLcidf bcer pur on ope ior.\(Fi land. Fnllmonrh5 depE.?(roi h.h !a]
for rhc mo rh oa r.quslLi.n irlsFcc,ivc olrLe d e ofrcqffrdoa i J no JlplcdrrjoD rs
chxrged loi rlr mond oa drsp.sal. Thc BEs of deprtchdoo nrd .ar*ory ol propri. plfr
ind cqupoerr !( s aollo\B:

2,112 Rev.nu.Re.og.hion
Th. compiiv rt.olnrcd !o co uc vh c, k oaovdsh{r hb trcc! rmodq(d o drc bur{,
\Unch sari*itd nl rhd..oJirj.o (tr rlrc r!,arue ie.o!u1u.D b prcndcdh l\5 r11.,tt.!enu.

As ptr "r-{s 37. ?!6rions, conh€eot LirbiLiries ..d co.d.e.nr ns(t . provision
re.%ized or rhe Jtu of nrcEcnl of nf,...irl posinon i( N I rsulr oa psr cvd
Compinr hN . pff.r .Lligalo! thr qo be stm ed relirhl\, rnd n n ploL.ble dr
oudou of ccononn. bmenc *iU Lr ftquftd to setrle dr oblg io.

.onno.!.n/tr.,tdsinoo r oqsulEl r co* &
oa r\S 16: l,roperq,Ilhr rdd Eqdpdena
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A ps\ision n rt.dgli:rd if, 6 r lcsult oa i rr( . enq rhe
con*ocrlve oburjino. th?i n bc csti. rd rehi6lf, rid r
.cof,omic benefit\ill bc rcqun.d b sctl. ihe oblisinoi.

Mak &Co.

r ploLtrlie n xd. A.\ oi

cond4e..ia rsilg a@E daio, titiFrioo r*s'neor, 6ns, pemliies e(c.ie re.oded n n

?.codin..\ith l,\S 17 lrlolisioir,Coi,i,,g.dLibrljds inJ adonlg.DL \ids"

Tbc cobpmy h6 idclulre csouE$ ro lornf,uc irs o*mdons for lorcsrcrble iui,rc Fol
dris Eason dr dne.tois mnrinue ro xdopt the eoing .oncern ban5 in pEp{nng the
r..ouns. Thc !6ou!cs of$e compilrl:le sulEdmr b n!.t t6( pilr{r ob[gahon of$
.nsdng busiocs*s end oPe4nor

FlsE$ ue sudcd off ro tu nern 1.Lx
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r------- -- 1* h ril;'- lH'r l ruiiiii-f xdD.]

Mvoceq dlp@it & prcrqm.nc

rdd .\ddiuoo ddrg the l.{ s p{hv

l,ss:ldrNhotdolnEc.rt
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11,s00,000 shre o.rr 100 sd,l

_f2gll

]}L

Mak &Co
r r r-------E;;GiE."r."' --lft, lf roMF It x o-zotr-.]

_1ry
!!.q!!{grl

J sedr oo x Jr.ue 2013 Lu du o deL) i! 4@!d!r{ br

RJSC, €flsrior ws.or slrvi io:r1 Ni1d,2013 loiiig Fimi.d Skr,nelt

up .ipfll ind shlrdoftr deposn km
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Nlisc Income O*6hsc sxls)
Sdes & NlslLetils colrflsio.

coune clHges lnrem.no(l

Nedicd /Heildr Ilsum(c EnpLles
Lile nsuao( conribun n snlf

RiEs& rd* G. l)/Reg! Fcs

Repin & Nliiiiln fu! trr&Otdcc

Ilou{ Kccpiog & Clernios

t!41L

Mak &Go
r -----i;;;;i;l:b --.l
lkL l-or.Frl -,'rli3-
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C n on sle oI hnsrble isrt

qJ!?p!L

Mak &Co
T -T n;;ih-kr ll ,o,s," rEn-_]
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