








ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ESG REPORTING GUIDE CONTENT INDEX (Continued)

KPls

Hong Kong Stock Exchange
ESG Report Index

Section/Remarks

B7 Anticorruption

General Disclosure

KPI B7.1

KPI B7.2

Information on:

(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to bribery,
extortion, fraud and money laundering.

Number of concluded legal cases regarding
corrupt practices brought against the issuer or
its employees during the reporting period and
the outcomes of the cases.

Description of preventive measures and
whistleblowing procedures, how they are
implemented and monitored.

B8 Community Investment

General Disclosure

KPI B8.1

KPI B8.2

44 / Ares Asia Limited

Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure
its activities take into consideration the
communities’ interests.

Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health,
culture, sport).

Resources contributed (e.g. money or time) to
the focus area.

Compliance Operation — Anti-
corruption

No relevant circumstances occurred.

Compliance Operation — Anti-
corruption

Care for community

Care for community

Care for community
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS
OF ARES ASIA LIMITED

(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Ares Asia Limited and its subsidiaries (“the Group”) set
out on pages 50 to 91, which comprise the consolidated statement of financial position as at 31 March 2018,
the consolidated statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 March 2018 and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs"”) issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report. We are independent of the Group in accordance
with the HKICPA's Code of Ethics for Professional Accountants (“the Code"”) together with any ethical
requirements that are relevant to our audit of the consolidated financial statements in Bermuda, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS
OF ARES ASIA LIMITED

(Incorporated in Bermuda with limited liability)

KEY AUDIT MATTERS (Continued)

Revenue recognition
Refer to accounting policy note 1(q) and note 3 to the consolidated financial statements
The key audit matter How the matter was addressed in our audit

The Group is principally engaged in the coal trading Our audit procedures to assess the recognition of

business. revenue included the following:

Revenue represents income from the sale of thermal e evaluating the design, implementation and
and coking coal sourced from Indonesia, Australia and operating effectiveness of key internal controls
Russia to customers in Mainland China. which govern revenue recognition;

The Group enters into sale and purchase agreements e inspecting sale and purchase agreements, on a
with customers and, in accordance with the terms sample basis, to understand the terms of delivery
of the agreements, revenue is recognised when the and assess whether management recognised
related risks and rewards of ownership of the coal the related revenue in accordance with the
have been transferred to the customers which is Group’s accounting policies, with reference to
determined to be when the coal is transferred to the the requirements of the prevailing accounting
ship at the point of origin’s anchorage. standards;

We identified revenue recognition as a key audit e comparing, on a sample basis, revenue
matter because revenue is one of the key performance transactions recorded during the year with the
indicators of the Group and therefore there is an underlying sale and purchase agreements, bills
inherent risk of manipulation of the recognition of of lading, invoices and bank-in slips for settled
revenue by management to meet specific targets or balances and assessing whether the related
expectations. revenue had been recognised in accordance with

the Group’s revenue recognition policies;

o obtaining confirmations, on a sample basis,
from major customers of the Group of sales
transactions during the year and, for unreturned
confirmations, performing alternative procedures
by comparing details of the transactions with
relevant underlying documentation;

o comparing, on a sample basis, specific revenue
transactions recorded before and after the
financial year end date with the underlying sale
and purchase agreements and bills of lading to
determine whether the related revenue had been
recognised in the appropriate financial period;

o scrutinising all journals affecting revenue raised
during the reporting period and comparing details
of a sample of these journals, which met certain
risk-based criteria, with relevant underlying
documentation.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS
OF ARES ASIA LIMITED

(Incorporated in Bermuda with limited liability)

INFORMATION OTHER THAN THE CONSOLIDATED FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The other information comprises all the information
included in the annual report, other than the consolidated financial statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group’s
financial reporting process.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS
OF ARES ASIA LIMITED

(Incorporated in Bermuda with limited liability)

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. This report is made solely to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

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

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

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

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

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

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

(Incorporated in Bermuda with limited liability)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Lee Ka Nang.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

29 June 2018
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 March 2018
(Expressed in United States dollars)

2018 2017
Note $'000 $°000
Revenue 3 198,669 254,358
Cost of sales (198,274) (251,665)
Gross profit 395 2,693
Other income 4 14 644
Selling expenses (130) (143)
Administrative expenses (2,077) (2,081)
(Loss)/profit from operations (1,798) 1,113
Finance costs 5(@a) (680) (982)
(Loss)/profit before taxation 5 (2,478) 131
Income tax 6(a) — —
(Loss)/profit and total comprehensive income for the
year (2,478) 131
(Loss)/earnings per share 9
Basic and diluted (0.72 cent) 0.04 cent

The notes on pages 54 to 91 form part of these financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
a arch
(I;xf):eged inZL(/)rZifed States dollars)

2018 2017
Note $°000 $°000
Non-current assets
Property, plant and equipment 10 10 22
10 22
Current assets
Trade and other receivables 12 59,030 60,230
Cash and bank balances 13(a) 8,443 12,229
67,473 72,459
Current liabilities
Trade and other payables 14 9,195 5,162
Discounted bills with recourse 15 49,508 56,061
58,703 61,223
Net current assets 8,770 11,236
NET ASSETS 8,780 11,258
CAPITAL AND RESERVES
Share capital 17(b) 441 441
Reserves 8,339 10,817
TOTAL EQUITY 8,780 11,258
Approved and authorised for issue by the board of directors on 29 June 2018
RUAYRUNGRUANG Woraphanit Wang Chih-Wei
Director Director

The notes on pages 54 to 91 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 March 2018
(Expressed in United States dollars)

Share
Share premium  Contributed Accumulated Total
capital account surplus losses equity
$°000 $°000 $000 $000 $°000
Balance at 1 April 2016 441 172 15,088 (4,574) 11,127
Change in equity for the
year ended 31 March
2017:
Profit and total
comprehensive income
for the year — — — 131 131
Balance at 31 March 2017
and 1 April 2017 441 172 15,088 (4,443) 11,258
Change in equity for the
year ended 31 March
2018:
Loss and total comprehensive
income for the year — — — (2,478) (2,478)
Balance at 31 March 2018 441 172 15,088 (6,921) 8,780

The notes on pages 54 to 91 form part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 March 2018
(Expressed in United States dollars)

2018 2017
Note $°000 $°000
Operating activities
(Loss)/profit before taxation (2,478) 131
Adjustments for:
Depreciation 5(c) 17 34
Interest income 4 3) (4)
Finance costs 5(a) 680 982
Reversal of impairment loss on prepayments and other
receivables 4 — (640)
Changes in working capital:
Decrease/(increase) in trade and other receivables 1,200 (34,246)
Increase/(decrease) in trade and other payables 4,033 (9,074)
Net cash generated from/(used in) operating activities 3,449 (42,817)
Investing activities
Increase in pledged bank balances (4,220) —
Payment for the purchase of property, plant and equipment (5) —
Interest received 3 4
Net cash (used in)/generated from investing activities (4,222) 4
Financing activities
(Decrease)/increase in discounted bills with recourse (6,553) 46,978
Interest paid (680) (982)
Net cash (used in)/generated from financing activities (7,233) 45,996
Net (decrease)/increase in cash and cash equivalents (8,006) 3,183
Cash and cash equivalents at the beginning of the year 12,229 9,046
Cash and cash equivalents at the end of the year 13(a) 4,223 12,229

The notes on pages 54 to 91 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

The financial statements have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"), which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA"), accounting
principles generally accepted in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (“the Stock Exchange”) (“the Listing Rules”). Significant accounting policies adopted by the
Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early
adoption for the current accounting period of the Group. Note 1(c) provides information on any
changes in accounting policies resulting from initial application of these developments to the extent
that they are relevant to the Group for the current and prior accounting periods reflected in these
financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 March 2018 comprise the Company
and its subsidiaries.

The measurement basis used in the preparation of the financial statements is the historical cost
basis.

The preparation of financial statements in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are
based on historical experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the judgements about carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

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

Major sources of estimation uncertainty in the application of HKFRSs that have significant effect on
the financial statements are discussed in note 2.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1 SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) Change in accounting policies

The HKICPA has issued several amendments to HKFRSs that are first effective for the current
accounting period of the Group. None of these impact on the accounting policies of the Group.
However, additional disclosure has been included in note 13(b) to satisfy the new disclosure
requirements introduced by the amendments to HKAS 7, Statement of cash flows: Disclosure
initiative, which require entities to provide disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities, including both changes arising from
cash flows and non-cash changes.

The Group has not applied any new standard or interpretation that is not yet effective for the
current accounting period.

(d) Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. When assessing whether the Group has power,
only substantive rights (held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the consolidated financial statements from the
date that control commences until the date that control ceases. Intra-group balances, transactions
and cash flows and any unrealised profits arising from intra-group transactions are eliminated in
full in preparing the consolidated financial statements. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised gains but only to the extent that there is
no evidence of impairment.

Changes in the Group’s interests in a subsidiary that do not result in a loss of control are
accounted for as equity transactions, whereby adjustments are made to the amounts of controlling
and non-controlling interests within consolidated equity to reflect the change in relative interests,
but no adjustments are made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire interest
in that subsidiary, with a resulting gain or loss being recognised in profit or loss. Any interest
retained in that former subsidiary at the date when control is lost is recognised at fair value
and this amount is regarded as the fair value on initial recognition of a financial asset or, when
appropriate, the cost on initial recognition of an investment in an associate or joint venture.

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less
impairment losses (see note 1(g)), unless the investment is classified as held for sale.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

(f)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses (see note 1(g)).

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment
are determined as the difference between the net disposal proceeds and the carrying amount of
the item and are recognised in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment, less their
estimated residual value, if any, using the straight line method over their estimated useful lives as

follows:

— Leasehold improvements 4 years or over the remaining term
of the lease, if shorter

— Furniture, fixtures and equipment 4 years

— Motor vehicles 4 years

Where parts of an item of property, plant and equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the parts and each part is depreciated separately.
Both the useful life of an asset and its residual value, if any, are reviewed annually.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the
Group determines that the arrangement conveys a right to use a specific asset or assets for an
agreed period of time in return for a payment or a series of payments. Such a determination is
made based on an evaluation of the substance of the arrangement and is regardless of whether
the arrangement takes the legal form of a lease.

(i) Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group substantially all
the risks and rewards of ownership are classified as being held under finance leases. Leases
which do not transfer substantially all the risks and rewards of ownership to the Group are
classified as operating leases.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Leased assets (continued)

(ii)

Operating leases charges

Where the Group has the use of assets under operating leases, payments made under the
leases are charged to profit or loss in equal instalments over the accounting periods covered
by the lease term, except where an alternative basis is more representative of the pattern
of benefits to be derived from the leased asset. Lease incentives received are recognised in
profit or loss as an integral part of the aggregate net lease payments made.

(g) Impairment of assets

(i)

Impairment of receivables

Receivables that are stated at cost or amortised cost are reviewed at the end of each
reporting period to determine whether there is objective evidence of impairment. Objective
evidence of impairment includes observable data that comes to the attention of the Group
about one or more of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or delinquency in interest or principal
payments;

— it becomes probable that the debtor will enter bankruptcy or other financial
reorganisation; and

— significant changes in the technological, market, economic or legal environment that
have an adverse effect on the debtor.

If any such evidence exists, any impairment loss for trade and other receivables carried at
amortised cost is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at initial recognition of these
assets), where the effect of discounting is material. This assessment is made collectively
where these financial assets share similar risk characteristics, such as similar past due status,
and have not been individually assessed as impaired. Future cash flows for financial assets
which are assessed for impairment collectively are based on historical loss experience for
assets with credit risk characteristics similar to the collective group.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1 SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) Impairment of assets (continued)

(i)

(ii)
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Impairment of receivables (continued)

If in a subsequent period the amount of an impairment loss decreases and the decrease can
be linked objectively to an event occurring after the impairment loss was recognised, the
impairment loss is reversed through profit or loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding that which would have been determined had
no impairment loss been recognised in prior years.

Impairment losses are written off against the corresponding assets directly, except for
impairment losses recognised in respect of trade debtors and bills receivable included within
trade and other receivables, whose recovery is considered doubtful but not remote. In this
case, the impairment losses for doubtful debts are recorded using an allowance account.
When the Group is satisfied that recovery is remote, the amount considered irrecoverable is
written off against trade debtors and bills receivable directly and any amounts held in the
allowance account relating to that debt are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are reversed against the allowance account.
Other changes in the allowance account and subsequent recoveries of amounts previously
written off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at the end of each reporting
period to identify indications that the following assets may be impaired or an impairment
loss previously recognised no longer exists or may have decreased:

— property, plant and equipment; and

— investments in subsidiaries in the Company’s statement of financial position.

If any such indication exists, the asset’s recoverable amount is estimated.



NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

(h)

Impairment of assets (continued)

(i)  Impairment of other assets (continued)

Inventories

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of
disposal and value in use. 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. Where an asset does not generate cash inflows largely independent of those
from other assets, the recoverable amount is determined for the smallest group of
assets that generates cash inflows independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset,
or the cash-generating unit to which it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-generating units are allocated to
reduce the carrying amount of the assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an asset will not be reduced below
its individual fair value less costs of disposal (if measureable) or value in use (if
determinable).

Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in the estimates
used to determine the recoverable amount. A reversal of an impairment loss is limited
to the asset’s carrying amount that would have been determined had no impairment
loss been recognised in prior years. Reversals of impairment losses are credited to
profit or loss in the year in which the reversals are recognised.

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the first-in first-out cost formula and comprises all costs of purchase, costs

of conversion and other costs incurred in bringing the inventories to their present location and

condition.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)

(i)

()]

(k)

U]

Inventories (continued)

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense
in the period in which the related revenue is recognised. The amount of any write-down of
inventories to net realisable value and all losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any reversal of any write-down of inventories
is recognised as a reduction in the amount of inventories recognised as an expense in the period in
which the reversal occurs.

Trade and other receivables (other than prepayments for supply contracts)

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised
cost using the effective interest method, less allowance for impairment of doubtful debts (see note
1(g)), except where the receivables are interest-free loans made to related parties without any fixed
repayment terms or the effect of discounting would be immaterial. In such cases, the receivables
are stated at cost less allowance for impairment of doubtful debts.

Prepayments for supply contracts

Prepayments for supply contracts are stated at cost less allowance for impairment losses (see note

1(9)).
Trade and other payables

Trade and other payables are initially recognised at fair value and are subsequently stated at
amortised cost unless the effect of discounting would be immaterial, in which case they are stated
at cost.

Discounted bills with recourse

Discounted bills with recourse are recognised initially at fair value less attributable transaction
costs. Subsequent to initial recognition, discounted bills with recourse are stated at amortised cost
with any difference between the amount initially recognised and redemption value being recognised
in profit or loss over the year of the borrowings, together with any interest and fees payable, using
the effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1 SIGNIFICANT ACCOUNTING POLICIES (continued)
(m) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and
other financial institutions, and short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an insignificant risk of changes in value,
having been within three months of maturity at acquisition.

(n) Employee benefits

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in the year in which the associated services are
rendered by employees. Where payment or settlement is deferred and the effect would be material,
these amounts are stated at their present values.

(o) Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and liabilities are recognised in profit or loss
except to the extent that they relate to items recognised in other comprehensive income or directly
in equity, in which case the relevant amounts of tax are recognised in other comprehensive income
or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted at the end of the reporting period, and any adjustment to tax payable in
respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences
respectively, being the differences between the carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in United States dollars unless otherwise indicated)

1 SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Income tax (continued)

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits will be available against which the asset can
be utilised, are recognised. Future taxable profits that may support the recognition of deferred tax
assets arising from deductible temporary differences include those that will arise from the reversal
of existing taxable temporary differences, provided those differences relate to the same taxation
authority and the same taxable entity, and are expected to reverse either in the same period as the
expected reversal of the deductible temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that is, those differences are taken into account if
they relate to the same taxation authority and the same taxable entity, and are expected to reverse
in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary
differences arising from the initial recognition of assets or liabilities that affect neither accounting
nor taxable profit (provided they are not part of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that, in the case of taxable differences, the
Group controls the timing of the reversal and it is probable that the differences will not reverse in
the foreseeable future, or in the case of deductible differences, unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of realisation
or settlement of the carrying amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the end of the reporting period. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and
is reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow the related tax benefit to be utilised. Any such reduction is reversed to the extent that it
becomes probable that sufficient taxable profits will be available.
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1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

(p)

Income tax (continued)

Current tax balances and deferred tax balances, and movements therein, are presented separately
from each other and are not offset. Current tax assets are offset against current tax liabilities, and
deferred tax assets against deferred tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current tax liabilities and the following
additional conditions are met:

— in the case of current tax assets and liabilities, the Company or the Group intends either to
settle on a net basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the
same taxation authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future period in which significant amounts
of deferred tax liabilities or assets are expected to be settled or recovered, intend to
realise the current tax assets and settle the current tax liabilities on a net basis or
realise and settle simultaneously.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group or the
Company has a legal or constructive obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is material, provisions are stated at the
present value of the expenditure expected to settle the obligation.

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

(a)

(r)

(s)

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Provided it
is probable that the economic benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised in profit or loss as follows:
(i) Sale of goods
Revenue is recognised when the customer has accepted the related risks and rewards of
ownership. Revenue excludes value added tax or other sales taxes and is after deduction of
any trade discounts.
(ii)  Interest income
Interest income is recognised as it accrues using the effective interest method.
Borrowing costs
Borrowing costs are expensed in the period in which they are incurred.
Related parties
(a) A person, or a close member of that person’s family, is related to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii)  is a member of the key management personnel of the Group or the Group’s parent.

(b)  An entity is related to the Group if any of the following conditions applies:

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

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

(iii)  Both entities are joint ventures of the same third party.
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1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

(t)

Related parties (continued)

(b) (continued)

(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).

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

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

Segment reporting

Operating segments, and the amounts of each segment item reported in the financial statements,
are identified from the financial information provided regularly to the Group’s most senior
executive management for the purposes of allocating resources to, and assessing the performance
of, the Group's various lines of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes
unless the segments have similar economic characteristics and are similar in respect of the nature
of products and services, the nature of production processes, the type or class of customers, the
methods used to distribute the products or provide the services, and the nature of the regulatory
environment. Operating segments which are not individually material may be aggregated if they
share a majority of these criteria.
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2 ACCOUNTING ESTIMATES
Key sources of estimation uncertainty

Note 18 contains information about the assumptions and their risk factors relating to financial
instruments. Other key sources of estimation uncertainty are as follows:

(i) Impairment losses on bad and doubtful debts

The Group estimates impairment losses on bad and doubtful debts resulting from the inability of
the customers to make the required payments. The Group bases the estimates on the ageing of
the receivables, customer credit-worthiness, and historical write-off experience. If the financial
conditions of customers were to deteriorate, actual write-offs would be higher than estimated.

(ii) Other impairment losses

If circumstances indicate that the carrying value of property, plant and equipment and prepayments
may not be recoverable, these assets may be considered impaired, and an impairment loss may
be recognised in accordance with HKAS 36, Impairment of assets. The carrying amounts of these
assets are reviewed periodically in order to assess whether the recoverable amounts have declined
below the carrying amounts. These assets are tested for impairment whenever events or changes
in circumstances indicate that their recorded carrying amount may not be recoverable. When such
a decline has occurred, the carrying amount is reduced to recoverable amount. The recoverable
amount is the greater of the fair value less costs of disposal and the value in use. It is difficult
to estimate precisely fair values because quoted market prices for the Group’s assets are not
readily available. In determining the value in use, expected cash flows generated by the asset are
discounted to their present value, which requires significant judgment relating to revenue and
amount of operating costs. The Group uses all readily available information in determining an
amount that is a reasonable approximation of recoverable amount, including estimates based on
reasonable and supportable assumptions and projections of revenue and amount of operating
costs.

(iii) Income taxes
Determining income tax provisions involves judgment on the future tax treatment of certain
transactions. The Group carefully evaluates tax implications of transactions and tax provisions are

set up accordingly. The tax treatment of such transactions is reconsidered periodically to take into
account all changes in tax legislations.
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3 REVENUE AND SEGMENT REPORTING

(a)

(b)

Revenue

The Group is principally engaged in the coal trading business. Revenue represents the sales value of
goods sold less returns, discounts and value added taxes and other sales taxes.

Revenue from customers contributing over 10% of the Group’s revenue are as follows:

Coal trading
$'000
2018
Customer B 67,798
Customer C 64,027
Customer A 44,317
2017
Customer A 225,609

Further details regarding the Group'’s principal activities are disclosed below.
Segment reporting

The Group has a single reportable segment which is “coal trading”. Accordingly, the business
segment information for this sole reportable segment is equivalent to the consolidated figures.
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3 REVENUE AND SEGMENT REPORTING (continued)

(b) Segment reporting (continued)

The following table sets out information about the geographical location of (i) the Group’s revenue

from external customers and (ii) the Group’s property, plant and equipment. The geographical

location of customers is based on the location at which the goods delivered. The geographical

location of the property, plant and equipment is based on the physical location of the asset.

Revenue from external

Property, plant and

customers equipment
2018 2017 2018 2017
$°000 $°000 $°000 $°000
Mainland China 198,669 254,358 — —
Hong Kong — — 10 22
198,669 254,358 10 22
4 OTHER INCOME

2018 2017
$'000 $'000
Bank interest income 3 4

Reversal of impairment loss on prepayments and other
receivables (note 12) — 640
Net foreign exchange gain 11 —
14 644
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5

6

(LOSS)/PROFIT BEFORE TAXATION

(Loss)/profit before taxation is arrived at after charging:

2018 2017
$°000 $°000
(a) Finance costs
Interest on discounted bills 680 982
(b) Staff costs
Salaries, wages and other benefits 932 896
Contributions to defined contribution retirement plan 17 16
949 912
(c) Other items
Cost of inventories 183,132 235,779
Operating lease charges in respect of properties 356 343
Depreciation 17 34
Auditors’ remuneration 94 94

INCOME TAX IN THE CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(a)

Income tax in the consolidated statement of comprehensive income represents:

No provision for Hong Kong Profits Tax had been made for the year ended 31 March 2018 as the

Group's operations in Hong Kong sustained a loss for Hong Kong Profits Tax purpose.

No provision for Hong Kong Profits Tax has been made for the year ended 31 March 2017 as the

Group’s operations in Hong Kong had tax losses brought forward to offset estimated assessable

profits for that year.
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6 INCOME TAX IN THE CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (continued)

(b) Reconciliation between tax expense and accounting (loss)/profit at applicable tax rates:

2018 2017
$°000 $°000
(Loss)/profit before taxation (2,478) 131
Notional tax on (loss)/profit before taxation, calculated at
the rates applicable to (loss)/profit in the jurisdictions
concerned (408) 22
Tax effect of non-taxable income (2) (1)
Tax effect of non-deductible expenses 89 77
Tax effect of tax losses not recognised 321 —
Tax effect of tax losses not previously recognised and
utilised — (98)

Actual tax expense —

(c) Deferred tax assets not recognised

The Group has not recognised tax losses of $14,287,000 (2017: $12,338,000) as deferred tax
assets as it is not probable that sufficient taxable profits will be available to allow the tax losses to
be utilised in the foreseeable future. The tax losses do not expire under current tax legislation.
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7 DIRECTORS’” EMOLUMENTS

Directors’ emoluments disclosed with reference to section 383(1) of the Hong Kong Companies Ordinance
and Part 2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation are as
follows:

Salaries,
allowances Retirement
Directors’ and benefits scheme 2018
fees in kind contributions Total
$°000 $°000 $°000 $°000
Executive directors
RUAYRUNGRUANG Woraphanit
(appointed on 5 January 2018) 23 — — 23
Wang Chih-Wei (appointed on
5 January 2018) 21 — — 21
ZHENG Yong Sheng (resigned on
27 December 2017) — 347 2 349
RAN Dong (resigned on
19 December 2017) 10 — — 10
Independent non-executive
directors
CHANG Jesse 23 — — 23
NGAN Hing Hon 23 — — 23
YEUNG Kin Bond, Sydney 23 — — 23
Total 123 347 2 472
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7 DIRECTORS’ EMOLUMENTS (continued)

Salaries,
allowances Retirement
Directors’ and benefits scheme 2017
fees in kind contributions Total
$'000 $°000 $'000 $'000
Executive directors

ZHENG Yong Sheng — 347 2 349
RAN Dong 15 — — 15

Independent non-executive directors
CHANG Jesse 23 — — 23
NGAN Hing Hon 23 — — 23
YEUNG Kin Bond, Sydney 23 — — 23
Total 84 347 2 433

8 INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, one (2017: one) is a director whose emoluments are
disclosed in note 7. The aggregate of the emoluments in respect of the other four (2017: four) individuals
are as follows:

2018 2017

$°000 $'000

Salaries and other emoluments 261 204
Retirement scheme contributions 9 7
270 211
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8

INDIVIDUALS WITH HIGHEST EMOLUMENTS (continued)

The emoluments of the four (2017: four) individuals with the highest emoluments are within the following

bands:
2018 2017
Number of Number of
individuals individuals
HK$Nil to HK$ 1,000,000 4 4

(LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share is based on the loss attributable to ordinary equity
shareholders of the Company of $2,478,000 (2017: profit of $131,000) and the weighted average
of 342,116,934 ordinary shares (2017: 342,116,934 ordinary shares) in issue during the year.
Diluted (loss)/earnings per share

The calculation of diluted (loss)/earnings per share is the same as basic (loss)/earnings per share

for the years ended 31 March 2018 and 2017 as there were no dilutive potential ordinary shares
during that year.
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10 PROPERTY, PLANT AND EQUIPMENT

Furniture,
Leasehold fixtures and Motor
improvements equipment vehicles Total
$7000 $7000 $'000 $°000

Cost:
At 1 April 2016 and 31 March 2017 32 157 98 287
Accumulated depreciation:
At 1 April 2016 16 126 89 231
Charge for the year 10 15 9 34
At 31 March 2017 26 141 98 265
Net book value:
At 31 March 2017 6 16 — 22
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10

PROPERTY, PLANT AND EQUIPMENT (continued

Furniture,
Leasehold fixtures and Motor
improvements equipment vehicles Total
$°000 $'000 $°000 $°000

Cost:
At 1 April 2017 32 157 98 287
Addition — 5 — 5
At 31 March 2018 32 162 98 292
Accumulated depreciation:
At 1 April 2017 26 141 98 265
Charge for the year 6 1 — 17
At 31 March 2018 32 152 98 282
Net book value:
At 31 March 2018 — 10 — 10
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1 INVESTMENTS IN SUBSIDIARIES

The following list contains only the particulars of subsidiaries which principally affected the results, assets
or liabilities of the Group. The class of shares held is ordinary unless otherwise stated.

Proportion of

ownership interest

Place of Particulars of Group's Held
incorporation issued and paid up effective by a Principal
Name and operations  share capital interest  subsidiaries activities
Able Point Corporation Hong Kong 1,000,000 ordinary shares 100% 100% Investment holding
Limited
Ares Repco Limited Hong Kong 2,000,000 ordinary shares 100% 100% Coal trading

12 TRADE AND OTHER RECEIVABLES

2018 2017

$°000 $°000

Trade debtors and bills receivable 58,474 60,028
Prepayments and other receivables 11,620 11,266
Less: impairment on prepayments and other receivables (11,064) (11,064)
59,030 60,230

During the year ended 31 March 2014, the Group (through its subsidiary, Ares Repco Limited) entered
into coal sale and purchase agreements (“the Original Agreements”) with a marketing agent (“the

Original Supplier”) of two top coal miners in Indonesia. Under the Original Agreements, the Group made
prepayments in the aggregate amount of $13,000,000 to the Original Supplier to secure long-term supply
of thermal coal from the relevant coal miners. The prepayments were recoverable by deducting a pre-

agreed amount from the unit cost of coal purchased by the Group.
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12

TRADE AND OTHER RECEIVABLES (continued)

On 22 July 2015, the Group, the Original Supplier and another agent of the two top coal miners in
Indonesia (“the New Supplier”) entered into a deed of transfer and amendment (“the Deed”), pursuant
to which the Original Supplier transferred certain of its rights, titles and interest in and to the Original
Agreements to the New Supplier, and amended certain terms of the Original Agreements, details of
which were disclosed in the announcement of the Company dated 22 July 2015. Under the Original
Agreements as amended by the Deed, the New Supplier agreed to deliver up to approximately 11.6
million metric tonnes of thermal coal to the Group by the end of 2017, at prices to be agreed between
the parties in purchase contracts. The Original Supplier was also entitled to half of the profit margin (“the
Original Seller’s Entitlement”) earned by the Group on the sale of the thermal coal in consideration of its
facilitating the entering into the Deed among the parties and referral of potential end customers to the
Group. As at the date of the Deed, the unutilised balance of prepayments made to the Original Supplier
was approximately $11.6 million and the Original Seller’s Entitlements would be deducted from such
balance of prepayments. Save for the amendments made to the Original Agreements, the other terms of
the Original Agreements remained in full force and effect.

As at 31 March 2016, the unutilised prepayments amounted to $11,565,000. The directors reassessed
the recoverability of the unutilised prepayments based on all relevant information available to the Group.
Due to the continuing downturn of coal market, the low demand of coal and minimal utilisation of the
prepayments, and the Group’s efforts in negotiation with the Original Supplier and New Supplier to
secure the delivery of thermal coal under the terms of the Original Agreements as amended by the Deed,
as well as demand for repayment which were in vain, the directors considered that there was significant
uncertainty as to the ability of the Group to recover the balance of the prepayments through either
utilisation from future purchases or repayment of the prepayments. Accordingly, a full impairment loss
was recognised in the consolidated statement of comprehensive income during the year ended 31 March
2016.

In December 2016, the Group restructured the rights and obligations under the Original Agreements
amended by the Deed, through a series of contracts signed and exchanged with the relevant parties
(“the New Agreements”), details of which were disclosed in the announcement of the Company dated
12 December 2016. Under the New Agreements, the remainder of the unutilised prepayments are to
be utilised on an agreed basis against each purchase, either through an application of the prepayment
towards purchases or by cash payment to the Group from the Original Supplier, in each case with
an annual minimum repayment of $2,000,000. During the year ended 31 March 2017, unutilised
prepayments and other receivables in total of $640,000 were recovered from the Original Supplier.
Accordingly, the impairment loss recognised in prior year was reversed and credited in the consolidated
statement of comprehensive income for the year ended 31 March 2017 to the extent of the actual
amount recovered.
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12

TRADE AND OTHER RECEIVABLES (continued)

No further prepayments and other receivables have been utilised or recovered from the Original
Supplier during the year ended 31 March 2018, with the result that the Original Supplier is in breach
of its minimum repayment obligations of $2 million under the New Agreements. As at 31 March 2018,
approximately $11.1 million of the prepayments remains outstanding which was fully impaired. The
directors will continue to closely monitor the recoverability of the prepayments from the Original Supplier
and are considering all of their options, including potential legal action.

Included in “Trade and other receivables” are trade debtors and bills receivable with the following ageing
analysis, based on the invoice date (or date of revenue recognition, if earlier), as of the end of the
reporting period:

2018 2017

$°000 $°000

Within 1 month 8,966 20,631
More than 1 month but within 3 months 49,508 38,198
More than 3 months but within 6 months — 1,199
58,474 60,028

The credit terms offered to customers of coal trading business are negotiated on a case-by-case basis.
Irrevocable letters of credit, up to a tenor of 90 days (2017: 170 days) after the receipt of required
documents by nominated banks, are usually required not later than 14 days prior to the expected date of
vessel’s arrival at loading port as stipulated in the sales agreements. Further details on the Group’s credit
policy are set out in note 18(a).

The ageing analysis of trade debtors and bills receivable based on the past due status as of the end of
the reporting period is as follows:

2018 2017
$°000 $°000
Neither past due nor impaired 58,474 60,028

Based on past experience, management believes that no impairment allowance is necessary in respect
of trade debtors and bills receivable as there has not been a significant change in credit quality and
the balances are still considered fully recoverable. The outstanding trade debtors as at 31 March 2018
and 31 March 2017 were covered by letters of credit which has been accepted by the nominated banks
subsequent to the end of the reporting period. No impairment loss was recognised by the Group at 31
March 2018 and 31 March 2017.
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CASH AND BANK BALANCES

Cash and bank balances comprise:

2018 2017

$°000 $°000

Pledged bank balances (note) 4,220 —

Cash at bank and in hand 4,223 12,229

8,443 12,229

Pledged bank balances (4,220) —
Cash and cash equivalents in the consolidated cash flow

statement 4,223 12,229

Note: At 31 March 2018, these bank balances were pledged to bank for letters of credit.
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13 CASH AND BANK BALANCES (continued)

(b) Reconciliation of liabilities arising from financing activities:

The table below details changes in the group’s liabilities from financing activities, including both
cash and non-cash changes. Liabilities arising from financing activities are liabilities for which cash
flows were, or future cash flows will be, classified in the group’s consolidated cash flow statement

as cash flows from financing activities.

Discounted
bills with
recourse

$'000
(Note 15)
At 1 April 2017 56,061
Changes from financing cash flows:
Decrease in discounted bills with recourse (6,553)
Interest paid (680)
Total changes from financing cash flows (7,233)
Other change:
Interest expenses (note 5(a)) 680
Total other change (6,553)
At 31 March 2018 49,508
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14

15

16

TRADE AND OTHER PAYABLES

2018 2017
$°000 $000
Trade creditors 8,458 3,888
Other payables and accrued expenses 737 1,274
9,195 5,162

All of the trade and other payables are expected to be settled or recognised as income within one year or
are repayable on demand.

As of the end of the reporting period, the ageing analysis of trade creditors, based on the invoice date, is

as follows:
2018 2017
$°000 $°000
Within 1 month 8,458 3,888

DISCOUNTED BILLS WITH RECOURSE

Bills discounted with banks at an effective interest rate ranging from 2.41% to 3.03% (2017: 1.88% to
2.25%) per annum as at 31 March 2018 have maturity profiles of no more than 90 days.

EMPLOYEE RETIREMENT BENEFITS
Defined contribution retirement plans

The Group operates a Mandatory Provident Fund Scheme (the “MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is a defined contribution retirement plan administered by
independent trustees. Under the MPF scheme, the employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant income, subject to a cap of monthly relevant
income of HK$30,000. Contributions to the plan vest immediately.

The Group has no other material obligation for the payment of pension benefits associated with the
Scheme and the MPF scheme beyond the annual contributions described above.
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17 CAPITAL AND RESERVES
(a) Movements in components of equity

The reconciliation between the opening and closing balances of each component of the Group's
consolidated equity is set out in the consolidated statement of changes in equity. Details of the
changes in the Company’s individual components of equity between the beginning and the end of
the year are set out below:

Share
Share premium  Contributed Accumulated
capital account surplus losses Total
$'000 $'000 $'000 $'000 $'000
Balance at 1 April 2016 441 172 15,088 (4,571) 11,130
Change in equity for the year ended
31 March 2017:
Profit and total comprehensive income
for the year — — — 131 131
Balance at 31 March 2017 and 1 April
2017 441 172 15,088 (4,440) 11,261
Change in equity for the year ended
31 March 2018:
Loss and total comprehensive income for
the year — — — (2,476) (2,476)
Balance at 31 March 2018 441 172 15,088 (6,916) 8,785
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17 CAPITAL AND RESERVES (continued)

(b) Share capital

2018 2017
Number Number
of shares Amount of shares Amount
$°000 $'000
Authorised:
Ordinary shares of HK$0.01 each 36,000,000,000 46,452 36,000,000,000 46,452
Issued and fully paid:
Ordinary shares of HK$0.01 each 342,116,934 441 342,116,934 441

The holders of ordinary shares are entitled to receive dividends as declared from time to time and
are entitled to one vote per share at meetings of the Company. All ordinary shares rank equally
with regard to the Company’s residual assets.

(c) Nature and purpose of reserves

(i) Share premium account

The application of the share premium account is governed by Section 40 of the Companies
Act 1981 of Bermuda.

(ii) Contributed surplus

Contributed surplus arose from the Group reorganisation in prior years.
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17

CAPITAL AND RESERVES (continued)

(d)

(e)

(f)

Distributability of reserves

In addition to retained profits, under the Companies Act 1981 of Bermuda, the contributed surplus
account of the Company is also available for distribution. However, the Company cannot declare or
pay a dividend, or make a distribution out of contributed surplus if:

(i) it is, or would after the payment be, unable to pay its liabilities as they become due; or

(ii) the realisable value of its assets would thereby be less than the aggregate of its liabilities
and its issued share capital and share premium account.

At 31 March 2018, the aggregate amount of reserves available for distribution to equity
shareholders of the Company amounted to $8,172,000 (2017: $10,648,000).

Dividends

The directors do not recommend the payment of any dividend for the year ended 31 March 2018
(2017: Nil).

Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to
continue as a going concern, so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group defines “capital” as including all components of equity. On this basis the amount of
capital employed at 31 March 2018 was $8,780,000 (2017: $11,258,000).

The Group manages its capital structure and makes adjustments to it, in light of changes in
economic conditions. The Group reviews the capital structure on a regular basis and considers the
cost of capital and the associated risks. Based on recommendations of the board of directors, the
Group will balance its overall capital structure through adjusting the amount of dividends paid to
shareholders, new share issues or new debt financing. No changes were made in the objectives,
policies or processes during the years ended 31 March 2018 and 2017.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital
requirements.
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18

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate, and currency risks arises in the normal course of the Group's
business.

The Group's exposure to these risks and the financial risk management policies and practices used by the
Group to manage these risks are described below.

(a) Credit risk

The Group's credit risk is primarily attributable to trade and other receivables. Management has a
credit policy in place and the exposure to this credit risk is monitored on an ongoing basis.

In respect of trade and other receivables, individual credit evaluations are performed on all
customers requiring credit over a certain amount. These evaluations focus on the customer’s past
history of making payments when due and current ability to pay, and take into account information
specific to the customer as well as pertaining to the economic environment in which the customer
operates. The Group also manages the credit risk by arranging the trade debtors to be covered by
letters of credit from reputable banks. Credit terms offered by the Group to its customers are set
out in note 12 to the financial statements.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer rather than the industry or country in which the customers operate. The Group considers
the exposure to credit risk with respect to trade debtors and bills receivable as at 31 March 2018
and 2017 were not significant as all of them were covered by letters of credit from reputable
banks. It is considered the possibility of default is remote.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset
in the statement of financial position after deducting any impairment allowance (if any). The Group

does not provide any guarantees which would expose the Group to credit risk.

Further quantitative disclosures in respect of the Group’s exposure to credit risk arising from trade
and other receivables are set out in note 12.
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18

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS (continued)

(b)

(c)

(d)

Liquidity risk

Individual operating entities within the Group are responsible for their own cash management,
including the short-term investment of cash surpluses and the raising of loans to cover expected
cash demands, subject to approval by the Company’s board when the borrowing exceeds
certain predetermined levels of authority. The Group’s policy is to regularly monitor its liquidity
requirements to ensure that it maintains sufficient reserves of cash and adequate committed lines
of funding from major financial institutions to meet its liquidity requirements in the short and
longer term. At 31 March 2018, the Group has unutilised banking facilities of $42,000,000 (2017:
$12,879,000).

All financial liabilities are carried at amounts not materially different from their contractual
undiscounted cash flow as all the financial liabilities are with maturities within one year or
repayable on demand at the end of the reporting period.

Interest rate risk
The Group has no significant exposure to interest rate risk.
Currency risk

The Group is exposed to currency risk primarily through sales and purchases which give rise to
receivables, payables and cash balances that are denominated in a foreign currency other than
the functional currency of the operations to which they relate. The currencies giving rise to this
risk are primarily Hong Kong dollars (“HKD”) and Renminbi (“"RMB"”). The Group considers the risk
of movements in exchange rates between the HKD and the United States dollars (“USD") to be
insignificant as the HKD is pegged to the USD.

The following table details the Group's exposure at the end of the reporting period to currency risk
arising from recognised assets or liabilities denominated in a currency other than the functional
currency of the entity to which they relate. For presentation purposes, the amounts of the exposure
are shown in USD, translated using the spot rate at the year end date.
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18 FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS (continued)

(d)

(e)

Currency risk (continued)

Exposure to foreign currencies
(expressed in USD)

2018 2017
HKD RMB HKD RMB
$°000 $°000 $'000 $'000
Trade and other receivables 74 — 74 —
Cash and cash equivalents 309 6 361 6
Trade and other payables (215) — (283) —
168 6 152 6

A change in the foreign exchange rate of RMB is not expected to have significant impact on
the Group’s loss/profit after tax and accumulated losses. Therefore, the sensitivity analysis is not
prepared. In this respect, it is assumed that the pegged rate between the HKD and the USD would
be materially unaffected by any changes in movement in value of the USD against other currencies.

Fair value measurement
The carrying amounts of the Group's financial instruments carried at cost or amortised cost are not

materially different from their fair values as at 31 March 2018 and 2017 because of the immediate
or short-term maturity of the financial instruments.
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19 OPERATING LEASE COMMITMENT

At 31 March 2018, the total future minimum lease payments under non-cancellable operating leases are
payable as follows:

2018 2017
$°000 $000
Within 1 year 109 208

The Group is the lessee in respect of its office premise held under operating lease from a fellow
subsidiary. The lease runs for an initial period of less than one year with options to renew the lease when
all terms are renegotiated. The lease does not include contingent rentals.

20 CONTINGENT LIABILITIES

At 31 March 2018, the Group is involved in a legal claim relating to the disposal of certain former
subsidiaries the operation of which were discontinued.

The Group ceased the operation of its footwear business in January 2013. Further, as disclosed in the
Company’s announcement dated 26 February 2014, the Company entered into a sale and purchase
agreement (“the agreement”) with Landway Investments Limited (“Landway”), a company wholly
owned by a director of Brave Win Industries Limited (“Brave Win") to dispose of (i) 1 share of Brave
Win, representing 0.0000033% of the total issued share capital of Brave Win; (ii) the 1,000 shares
of China Compass Investments Limited (“China Compass”), representing the entire issued share
capital of China Compass; and (iii) the unsecured and interest-free shareholder’s loan in the principal
amount of approximately $1,579,000 owed by China Compass to the Company, at a consideration of
$3,200,000 (“the Disposal”). The Disposal was completed on 10 April 2014. The directors reviewed the
representations and warranties provided by the Company to Landway as set out in the agreement and
based on the review and professional advice obtained, it was considered that there was no breach of any
of the representations and warranties.

On 23 March 2016, Landway filed a claim against the Company, which alleged that a former director of
the Company made certain misrepresentations in the Disposal and filed a claim of $700,000 plus interest
against the Company in the High Court of Hong Kong. The Company filed its defence on 24 May 2016
which denied the allegations made by Landway. On 7 September 2016, the Company issued a summons
applying to strike out Landway’s claim. The strike out application was unsuccessful as Landway amended
its statement of claim on 13 March 2017 in response to the strike out application. The Company filed an
amended defence on 28 April 2017 accordingly. Landway and the Company filed and exchanged factual
witness statements on 20 March 2018.
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20

21

CONTINGENT LIABILITIES (Continued)

The legal proceedings are at the stage where documentary discovery and the exchange of witness
statements has been completed, but trial dates have not yet been fixed. Based on the available evidence
and the advice received from the Company’s legal advisor as to the merits of Landway’s claim, the
directors of the Company are of the opinion that no provision in respect of the said claim is required to
be made.

MATERIAL RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed in elsewhere in the consolidated financial
statements, the Group enter into the following related party transactions.

(a) Key management personnel remuneration

Remuneration for key management personnel, including amounts paid to the Company’s directors
disclosed in note 7 and certain of the highest paid employees as disclosed in note 8, is as follows:

2018 2017
$'000 $'000
Salaries and other short-term employee benefits 470 431
Retirement scheme contributions 2 2
472 433

Total remuneration is disclosed in “staff costs” (see note 5(b)).

(b) Transaction with a fellow subsidiary
2018 2017
$'000 $'000
Rental expenses, building management fee and utility

charges (note 21(c)) 413 388

(c) Applicability of the Listing Rules relating to connected transaction

The related party transaction in respect of note 21(b) above constitutes continuing connected
transaction as defined in Chapter 14A of the Listing Rules. The disclosures required by Chapter
14A of the Listing Rules are provided in section headed “Continuing connected transaction” of the
Reports of the directors.
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COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION

2018 2017
$°000 $'000
Non-current assets
Investments in subsidiaries —* —*
Amounts due from subsidiaries 8,953 11,408
8,953 11,408
Current assets
Prepayments and other receivables 4 3
Cash and cash equivalents 20 20
24 23
Current liabilities
Other payables and accrued expenses 192 170
Net current liabilities (168) (147)
NET ASSETS 8,785 11,261
CAPITAL AND RESERVES
Share capital 441 441
Reserves 8,344 10,820
TOTAL EQUITY 8,785 11,261

* The balance represents amount less than $1,000.
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23 IMMEDIATE AND ULTIMATE CONTROLLING PARTY

At 31 March 2018, the directors consider the immediate parent and ultimate controlling party of the

Group to be Reignwood International Holdings Company Limited, which is incorporated in the British

Virgin Islands and Mr. Chanchai Ruayrungruang respectively. The entity does not produce financial

statements available for public use.

24 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED BUT NOT

YET EFFECTIVE FOR THE YEAR ENDED 31 MARCH 2018

Up to the date of issue of these financial statements, the HKICPA has issued a number of new standards

which are not yet effective for the year ended 31 March 2018 and which have not been adopted in these

financial statements. These include the following which may be relevant to the Group.

Effective for
accounting periods
beginning on or after

HKFRS 9, Financial instruments

HKFRS 15, Revenue from contracts with customers

HKFRS 16, Leases

HK(IFRIC) 23, Uncertainty over income tax treatments

1 January 2018

1 January 2018

1 January 2019

1 January 2019

The Group is in the process of making an assessment of what the impact of these new standards is

expected to be in the period of initial application. So far it has concluded that the adoption of them is

unlikely to have a significant impact on the consolidated financial statements.
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RESULTS
Year ended 31 March

2018 2017 2016 2015 2014

$°000 $'000 $°000 $°000 $'000
Revenue 198,669 254,358 42,638 125,065 109,024
(Loss)/Profit before taxation (2,478) 131 (13,398) 1,692 (8,212)
Income tax credit/(expense) — — 28 (114) 48
(Loss)/Profit for the year

attributable to shareholders (2,478) 131 (13,370) 1,578 (8,164)
ASSETS AND LIABILITIES
As at 31 March

2018 2017 2016 2015 2014

$’000 $'000 $°000 $°000 $'000
Total assets 67,483 72,481 34,446 52,151 29,378
Total liabilities (58,703) (61,223) (23,319) (27,654) (6,581)

8,780 11,258 11,127 24,497 22,797
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