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INDEPENDENT AUDITOR'’S REPORT

KEY AUDIT MATTERS (Continued)
Key Audit Matter

Revenue recognition
Refer to Notes 2(n) and 4 to the consolidated financial
statements

The Group is principally engaged in the coal trading
business.

Revenue mainly represents income from the sale of coal
sourced from various countries to customers in Mainland
China.

The Group enters into sale and purchase agreements with
customers and, in accordance with the terms of the
agreements, revenue is recognised when the control of the
coal has been transferred to the customers which is
determined to be when the coal is transferred to the ship
at the point of origin’s anchorage.

We identified revenue recognition as a key audit matter
because revenue is one of the key performance indicators
of the Group and therefore there is an inherent risk in
recognition of revenue to meet specific targets or
expectations.
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How our audit addressed the Key Audit Matter

Our key procedures, among others, included:

e Evaluated the design, implementation and operating
effectiveness of key internal controls which govern
revenue recognition;

e Inspected sale and purchase agreements, on a sample
basis, to understand the terms of delivery and assessed
whether management recognised the related revenue in
accordance with the Group’s accounting policies and the
prevailing accounting standards;

e Compared, on a sample basis, revenue transactions
recorded during the year with the underlying sale and
purchase agreements, bills of lading, invoices and bank-
in slips for settled balances and assessed whether the
related revenue had been recognised in accordance with
the Group’s revenue recognition policies;

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

e Compared, 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.
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OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF THE DIRECTORS AND THOSE CHARGED WITH GOVERNANCE FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company 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.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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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 skepticism
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.

56



Ares Asia Limited ¢ Annual Report 2021-2022

INDEPENDENT AUDITOR’S REPORT

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 those charged with governance 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 those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current year 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.

Moore Stephens CPA Limited
Certified Public Accountants
Registered Public Interest Entity Auditors

Lai Hung Wai
Practicing Certificate number: P06995
Hong Kong, 28 September 2022
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 March 2022

2022 2021
Note US$’000 US$°000
Revenue 4 101,556 117,506
Cost of sales (101,148) (116,637)
Gross profit 408 869
Loss arising from a litigation 23 - (1,390)
Other income, net 5 29 48
Selling expenses (95) (129)
Impairment loss on right-of-use assets (545) -
Administrative expenses (1,725) (1,377)
Loss from operations (1,928) (1,979)
Finance costs 6 (200) (283)
Loss before taxation 6 (2,128) (2,262)
Income tax 7 - -
Loss and total comprehensive loss for the year (2,128) (2,262)
(VAY us

Loss per share
Basic and diluted 10 (0.41 cents) (0.44 cents)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 March 2022

2022 2021
Note US$’000 US$'000
Non-current assets
Property, plant and equipment 11 1 1
Right-of-use assets 12 - 57
1 58
Current assets
Trade and other receivables 14 14,938 37,470
Pledged bank deposits 15(b) 900 900
Cash and bank balances 15(@) 8,781 9,170
24,619 47,540
Current liabilities
Trade and other payables 16 14,035 2,655
Contract liabilities 17 1,000 2,500
Discounted bills with recourse 18 - 31,124
Lease liabilities 12 277 139
15,312 36,418
Net current assets 9,307 11,122
Total assets less current liabilities 9,308 11,180
Non-current liabilities
Lease liabilities 12 256 -
Net assets 9,052 11,180
Capital and reserves
Share capital 20 662 662
Reserves 8,390 10,518
Total equity 9,052 11,180

These consolidated financial statements on pages 58 to 107 were approved and authorised for issue by the Board of Directors
on 28 September 2022 and signed on its behalf by

LAI Yi-Chun LUO Xiao
Director Director

59



Ares Asia Limited ¢ Annual Report 2021-2022

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 March 2022

Share
Share premium  Contributed Accumulated
capital account surplus losses Total
US3$'000 US$'000 US$°'000 Us$000 Us$°000

(Note 20(c)) (Note 20(c))
1 April 2020 662 6,777 15,088 (9,085) 13,442

Loss and total comprehensive loss
for the year - - - (2,262) (2,262)

At 31 March 2021 and 1 April 2021 662 6,777 15,088 (11,347) 11,180

Loss and total comprehensive loss
for the year - - - (2,128) (2,128)

At 31 March 2022 662 6,777 15,088 (13,475) 9,052

60



Ares Asia Limited ¢ Annual Report 2021-2022

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 March 2022

2022 2021
Note US$°000 USs$'000
OPERATING ACTIVITIES
Loss before taxation (2,128) (2,262)
Adjustments for:
Depreciation of property, plant and equipment 6(c) 2 1
Depreciation of right-of-use assets 6(c) 97 195
Finance costs 6(a) 200 283
Impairment loss on right-of-use assets 545 -
Changes in working capital:
Trade and other receivables 18,082 (18,171)
Trade and other payables 15,830 (10,366)
Contract liabilities (1,500) 2,500
Net cash from (used in) operating activities 31,128 (27,820)
INVESTING ACTIVITIES
Increase in pledged bank deposits - (900)
Addition of property, plant and equipment (2) -
Net cash used in investing activities (2) (900)
FINANCING ACTIVITIES
Increase in discounted bills with recourse 53,800 111,606
Repayment of discounted bills with recourse (84,924) (83,502)
Interest paid (200) (404)
Repayment of lease liabilities (191) (235)
Net cash (used in) from financing activities (31,515) 27,465
Net decrease in cash and cash equivalents (389) (1,255)
Cash and cash equivalents at beginning of the reporting period 9,170 10,425
Cash and cash equivalents at end of the reporting year 15(a) 8,781 9,170
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 March 2022

62

GENERAL INFORMATION

Ares Asia Limited (the “Company”, together with its subsidiaries are collectively referred to as the “Group”) was
incorporated in Bermuda as an exempted company with limited liability and its shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). In the opinion of the directors, the ultimate holding
company of the Company is Reignwood International Holdings Company Limited, a company incorporated in the British
Virgin Islands with limited liability. The address of the registered office and principal place of business of the Company
is located at level 96, International Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong.

The trading in the shares of the Company on the Main Board of the Stock Exchange has been suspended with effect
from 2 July 2021.

These consolidated financial statements are presented in United States dollars (“US$"”) and rounded to the nearest
thousand (“000"), unless otherwise stated.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

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

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

The consolidated financial statements have been prepared on a basis consistent with the accounting policies
adopted in the 2020/21 consolidated financial statements except for the adoption of the new/revised HKFRSs that
are relevant to the Group and effective from the current year. A summary of the principal accounting policies
adopted by the Group is set out below.

Adoption of revised HKFRSs

The Group has applied, for the first time, the following new/revised HKFRSs that are relevant to the Group:

Amendment to HKFRS 16 Covid-19-Related Rent Concessions
Amendment to HKFRS 16 Covid-19-Related Rent Concessions beyond 30 June 2021
Amendment to HKFRS 9, HKAS 39, HKFRS 7, Interest Rate Benchmark Reform — Phase 2

HKFRS 4 and HKFRS 16

The application of the Amendments to References to the Conceptual Framework in HKFRS Standards and the
amendments to HKFRSs in the current year had no material impact on the Group’s financial positions and
performance for the current and prior years and/or on the disclosures set out in these consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 March 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

(o)

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 2(d)(ii)), unless the investment is classified as held for sale.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (see Note

2(d)(ii)-

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

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.
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2.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Credit losses and impairment of assets

(i)

Credit losses of financial instruments

The Group recognises a loss allowance for expected credit losses (“ECLs"”) on financial assets measured at
amortised cost (including cash and bank balances and trade and other receivables).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all expected cash shortfalls (i.e. the difference between the cash flows due to the Group in accordance with
the contract and the cash flows that the Group expects to receive).

The expected cash shortfalls are discounted using the following discount rate where the effect of
discounting is material:

. fixed-rate financial assets and trade and other receivables: effective interest rate determined at initial
recognition or an approximation thereof;

. variable-rate financial assets: current effective interest rate.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable information that is available
without undue cost or effort. This includes information about past events, current conditions and forecasts
of future economic conditions.

ECLs are measured on either of the following bases:

o 12-month ECLs: these are losses that are expected to result from possible default events within the 12
months after the reporting date; and

o Lifetime ECLs: these are losses that are expected to result from all possible default events over the
expected lives of the items to which the ECL model applies.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. ECLs on
these financial assets are estimated using a provision matrix based on the Group's historical credit loss
experience, adjusted for factors that are specific to the debtors and an assessment of both the current and
forecast general economic conditions at the reporting date.

For all other financial instruments, the Group recognises a loss allowance equal to 12-month ECLs unless
there has been a significant increase in credit risk of the financial instrument since initial recognition, in
which case the loss allowance is measured at an amount equal to lifetime ECLs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Credit losses and impairment of assets (Continued)

(i)

Credit losses of financial instruments (Continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly since initial
recognition, the Group compares the risk of default occurring on the financial instrument assessed at the
reporting date with that assessed at the date of initial recognition. In making this reassessment, the Group
considers that a default event occurs when (i) the borrower is unlikely to pay its credit obligations to the
Group in full, without recourse by the Group to actions such as realising security (if any is held); or (i) the
financial asset is 150 days past due. The Group considers both quantitative and qualitative information that
is reasonable and supportable, including historical experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

° failure to make payments of principal or interest on their contractually due dates;

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

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

o existing or forecast changes in the technological, market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to meet its obligation to the Group.

Depending on the nature of the financial instruments, the assessment of a significant increase in credit risk
is performed on either an individual basis or a collective basis. When the assessment is performed on a
collective basis, the financial instruments are grouped based on shared credit risk characteristics, such as
past due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is recognised as an impairment gain or loss in profit or
loss. The Group recognises an impairment gain or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance account.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Credit losses and impairment of assets (Continued)

(i)

66

Credit losses of financial instruments (Continued)

Basis of calculation of interest income

Interest income recognised in accordance with Note 2(n) to the consolidated financial statements is
calculated based on the gross carrying amount of the financial asset unless the financial asset is credit-
impaired, in which case interest income is calculated based on the amortised cost (i.e. the gross carrying
amount less loss allowance) of the financial asset.

At each reporting date, the Group assesses whether a financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a detrimental impact on the estimated future cash
flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable events:

o significant financial difficulties of the debtor;

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

° it becoming probable that the borrower will enter into bankruptcy or other financial reorganisation;

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

o the disappearance of an active market for a security because of financial difficulties of the issuer.
Werite-off policy

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that
there is no realistic prospect of recovery. This is generally the case when the Group determines that the
debtor does not have assets or sources of income that could generate sufficient cash flows to repay the

amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of impairment
in profit or loss in the period in which the recovery occurs.
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Year ended 31 March 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Credit losses and impairment of assets (Continued)

(ii)

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:

o property, plant and equipment;

. right-of-use assets;

o prepayments for supply contracts; and

o investments in subsidiaries in the Company’s statement of financial position.
If any such indication exists, the asset’s recoverable amount is estimated.

—  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 first 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 measurable) 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.
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2.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(f)

(9)

(h)

0]

()

(k)

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

A receivable is recognised when the Group has an unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is required before payment of that consideration is due.
Receivables are stated at amortised cost using the effective interest method less allowance for credit losses (see
Note 2(d)(i)).

Prepayments for supply contracts
Prepayments for supply contracts are stated at cost less allowance for impairment losses (see Note 2(d)(ii)).
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.

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. Cash and cash equivalents are assessed for ECL in accordance with the policy set out in Note 2(d)(i) to
the consolidated financial statements.

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.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with. When the grant relates to an expense item, it is
recognised as income over the years necessary to match the grant on a systematic basis to the costs that it is
intended to compensate.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M

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.

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.
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2.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M

(m)

Income tax (Continued)

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.

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:

o 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

o 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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

Revenue recognition

Revenue from contracts with customers within HKFRS 15
Nature of goods or services

The Group engages in the trading of coal and other commodities.
Identification of performance obligations

At contract inception, the Group assesses the goods or services promised in a contract with a customer and
identifies as a performance obligation each promise to transfer to the customer either:

(i) agood or service (or a bundle of goods or services) that is distinct; or

(i)  a series of distinct goods or services that are substantially the same and that have the same pattern of
transfer to the customer.

A good or service that is promised to a customer is distinct if both of the following criteria are met:

(i) the customer can benefit from the good or service either on its own or together with other resources that
are readily available to the customer (i.e. the good or service is capable of being distinct); and

(i)  the Group's promise to transfer the good or service to the customer is separately identifiable from other
promises in the contract (i.e. the promise to transfer the good or service is distinct within the context of the
contract).

Timing of revenue recognition

Revenue is recognised when (or as) the Group satisfies a performance obligation by transferring a promised good

or service (i.e. an asset) to a customer. An asset is transferred when (or as) the customer obtains control of that

asset.

The Group transfers control of a good or service over time and, therefore, satisfies a performance obligation and
recognises revenue over time, if one of the following criteria is met:

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

(i)  the Group's performance creates or enhances an asset (for example, work in progress) that the customer
controls as the asset is created or enhanced; or

(i)  the Group’s performance does not create an asset with an alternative use to the Group and the Group has
an enforceable right to payment for performance completed to date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

Revenue recognition (Continued)
Revenue from contracts with customers within HKFRS 15 (Continued)
Timing of revenue recognition (Continued)

If a performance obligation is not satisfied over time, the Group satisfies the performance obligation at a point in
time when the customer obtains control of the promised asset. In determining when the transfer of control
occurs, the Group considers the concept of control and such indicators as legal title, physical possession, right to
payment, significant risks and rewards of ownership of the asset, and customer acceptance.

Sale of coal and other commodities is recognised at a point in time at which the customer obtains the control of
the promised asset, which generally coincides with the time when the goods are delivered to customers and the
title is passed.

Transaction price: significant financing components

When the contract contains a significant financing component (i.e. the customer or the Group is provided with a
significant benefit of financing the transfer of goods or services to the customer), in determining the transaction
price, the Group adjusts the promised consideration for the effects of the time value of money. The effect of the
significant financing component is recognised as an interest income or interest expense separately from revenue
from contracts with customers in profit or loss.

The Group determines the interest rate that is commensurate with the rate that would be reflected in a separate
financing transaction between the Group and its customer at contract inception by reference to, where
appropriate, the interest rate implicit in the contract (i.e. the interest rate that discounts the cash selling price of
the goods or services to the amount paid in advance or arrears), the prevailing market interest rates, the Group’s
borrowing rates and other relevant creditworthiness information of the customer of the Group.

The Group has applied the practical expedient in paragraph 63 of HKFRS 15 and does not adjust the consideration
for the effect of the significant financing component if the period of financing is one year or less.

Interest income

Interest income is recognised as it accrues using the effective interest method. For financial assets measured at
amortised cost that are not credit-impaired, the effective interest rate is applied to the gross carrying amount of
the asset. For credit-impaired financial assets, the effective interest rate is applied to the amortised cost (i.e. gross
carrying amount net of loss allowance) of the asset (see Note 2(d)(i)).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o)

(p)

(a)

Contract assets and contract liabilities

If the Group performs by transferring goods to a customer before the customer pays consideration or before
payment is due, the contract is presented as a contract asset, excluding any amounts presented as a receivable.
Conversely, if a customer pays consideration, or the Group has a right to an amount of consideration that is
unconditional, before the Group transfers a good to the customer, the contract is presented as a contract liability
when the payment is made or the payment is due (whichever is earlier). A receivable is the Group's right to
consideration that is unconditional or only the passage of time is required before payment of that consideration is
due.

For a single contract or a single set of related contracts, either a net contract asset or a net contract liability is
presented. Contract assets and contract liabilities of unrelated contracts are not presented on a net basis.

It is common for the Group to receive from the customer the whole or some of the contractual payments before
the goods are delivered (i.e. the timing of revenue recognition for such transactions). The Group recognises a
contract liability until it is recognised as revenue. During that period, any significant financing components, if
applicable, will be included in the contract liability and will be expensed as accrued unless the interest expense is
eligible for capitalisation.

Borrowing costs

Borrowing costs are expensed in the period in which they are incurred.

Leases

The Group assesses whether a contract is, or contains, a lease at inception of the contract. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

As lessee

The Group applies the recognition exemption to short-term leases and low-value asset leases. Lease payments
associated with these leases are recognised as an expense on a straight-line basis over the lease term.

The Group has elected not to separate non-lease components from lease components, and accounts for each
lease component and any associated non-lease components as a single lease component.

Amounts payable by the Group that do not give rise to a separate component are considered to be part of the
total consideration that is allocated to the separately identified components of the contract.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

74

Leases (Continued)
As lessee (Continued)

The Group recognises a right-of-use asset and a lease liability at the commencement date of the lease. The right-
of-use asset is initially measured at cost, which comprises:

(i) the amount of the initial measurement of the lease liability;

(i) any lease payments made at or before the commencement date, less any lease incentives received;

(iii)  any initial direct costs incurred by the Group; and

(iv) an estimate of costs to be incurred by the Group in dismantling and removing the underlying asset,
restoring the site on which it is located or restoring the underlying asset to the condition required by the
terms and conditions of the lease, unless those costs are incurred to produce inventories.

Subsequently, the right-of-use asset is measured at cost less any accumulated depreciation and any accumulated

impairment losses (see Note 2(d)(ii)) and adjusted for any remeasurement of the lease liability. Depreciation is

provided on a straight-line basis over the shorter of the lease term and the estimated useful lives of the right-of-

use asset as follows:

Office premises Over the lease term

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date of the contract. The lease payments included in the measurement of the lease liability
comprise the following payments for the right to use the underlying asset during the lease term that are not paid
at the commencement date:

(i) fixed payments (including in-substance fixed payments), less any lease incentives receivable;

(i) variable lease payments that depend on an index or a rate;

(i) amounts expected to be payable under residual value guarantees;

(iv)  exercise price of a purchase option if the Group is reasonably certain to exercise that option; and

(v)  payments of penalties for terminating the lease, if the lease term reflects the Group exercising an option to
terminate the lease.

The lease payments are discounted using the interest rate implicit in the lease, or where it is not readily
determinable, the incremental borrowing rate of the lessee.

Subsequently, the lease liability is measured by increasing the carrying amount to reflect interest on the lease
liability and by reducing the carrying amount to reflect the lease payments made.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

Leases (Continued)
As lessee (Continued)

The lease liability is remeasured using a revised discount rate when there are changes to the lease payments
arising from a change in the lease term or the reassessment of whether the Group will be reasonably certain to
exercise a purchase option.

The lease liability is remeasured by using the original discount rate when there is a change in the residual value
guarantee, the in-substance fixed lease payments or the future lease payments resulting from a change in an
index or a rate (other than floating interest rate). In case of a change in future lease payments resulting from a
change in floating interest rates, the Group remeasures the lease liability using a revised discount rate.

The Group recognises the amount of the remeasurement of the lease liability as an adjustment to the right-of-use
asset. If the carrying amount of the right-of-use asset is reduced to zero and there is a further reduction in the
measurement of the lease liability, the Group recognises any remaining amount of the remeasurement in profit or
loss.

A lease modification is accounted for as a separate lease if

(i) the modification increases the scope of the lease by adding the right to use one or more underlying assets;
and

(i)  the consideration for the lease increases by an amount commensurate with the stand-alone price for the
increase in scope and any appropriate adjustments to that stand-alone price to reflect the circumstances of
the particular contract.

When a lease modification is not accounted for as a separate lease, at the effective date of the lease modification,

(i) the Group allocates the consideration in the modified contract on the basis of relative stand-alone price as
described above.

(i)  the Group determines the lease term of the modified contract.

(i)  the Group remeasures the lease liability by discounting the revised lease payments using a revised discount
rate over the revised lease term.

(iv)  for lease modifications that decrease the scope of the lease, the Group accounts for the remeasurement of
the lease liability by decreasing the carrying amount of the right-of-use asset to reflect the partial or full
termination of the lease and recognising any gain or loss relating to the partial or full termination of the
lease in profit or loss.

(v)  for all other lease modifications, the Group accounts for the remeasurement of the lease liability by making
a corresponding adjustment to the right-of-use asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Translation of foreign currencies

Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (“functional currency”). The consolidated financial
statements are presented in United States dollars, which is both the Company’s presentation currency and
functional currency.

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies are translated at the foreign exchange
rates ruling at the end of the reporting period. Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated using the foreign exchange rates
ruling at the dates the fair value was measured.

The results of entities with functional currency other than United States dollars are translated into United States
dollars at the exchange rates approximating the foreign exchange rates ruling at the dates of the transactions.
Statements of financial position items are translated into United States dollars at the closing foreign exchange
rates at the end of the reporting period. The resulting exchange differences, if any, are recognised in other
comprehensive income and accumulated separately in equity in the exchange reserve.

On disposal of an entity with functional currency other than United States dollars, the cumulative amount of the
exchange differences relating to that foreign operation is reclassified from equity to profit or loss when the profit
or loss on disposal is recognised.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s) Related parties

(a

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

(i)

(ii)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group or the Group’s parent.

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

0

(ii)

(iii)

(iv)

(viii)

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).

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).

Both entities are joint ventures of the same third party.
One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

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

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

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).

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(t) Segment reporting

Operating segments, and the amounts of each segment item reported in the consolidated 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.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In the application of the Group’s accounting policies, which are described in note 2, the directors of the Company are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and underlying assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going 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.

Critical judgements in applying accounting policies

The following is the critical judgements, apart from those involving estimations (see below), that the directors of the
Company have made in the process of applying the Group’s accounting policies and that have the most significant
effect on the amounts recognised in the consolidated financial statements.

Principal versus agent consideration (principal)

The Group engages in trading of coal and other commodities. The Group concluded that the Group acts as the
principal for such transactions as the Group is primarily responsible for fulfilling the promise to provide the coal and
other commodities. The Group is also responsible for identifying customers and suppliers and determining quantity of
the commodities and transportation and payment terms with customers and suppliers, and has discretion in setting
price of the goods bought and sold, respectively. When the Group satisfies the performance obligation, the Group
recognises trading revenue in the gross amount of consideration to which the Group expects to be entitled as specified
in the contracts.



Ares Asia Limited ¢ Annual Report 2021-2022

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 March 2022

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Key sources of estimation uncertainty

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

(i)

(ii)

Loss allowance on receivables

The Group uses provision matrix to calculate ECL for receivables. The provision matrix is based on the Group's
historical credit loss experience (including credit history of its customers) and the current and forecast economic
conditions. Management reassesses the provision at the end of each reporting period.

Significant judgement is exercised on the assessment of the collectability of receivables from each customer. In
making the judgement, management considers a wide range of factors such as ageing of the receivables,
customer credit-worthiness and historical write-off experience. If the financial conditions of the customers of the
Group were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances
may be required.

Income tax
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.

4. REVENUE AND SEGMENT REPORTING

(a)

Revenue

The Group is principally engaged in the coal and other commodities trading business. All of the revenue for the
year ended 31 March 2022 is recognised in accordance with HKFRS 15. Revenue from contracts with customers,
which is also the Group’s turnover, mainly represents the sales value of coal in the ordinary course of businesses
which are recognised at a point in time. The revenue from contracts with customers within HKFRS 15 is based on
fixed price.
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80

(a)

(b)

Revenue (Continued)

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

Coal and other commodities trading Year ended 31 March
2022 2021
Amount Amount
US$°000 US$'000
Customer 1 26,270 N/A
Customer 2 9,773 52,296
Customer 3 N/A 21,793
Customer 4 N/A 12,428
Customer 5 13,521 N/A
Customer 6 11,449 N/A

No revenue was generated from Customers 3 and 4 and Customers 1, 5 and 6 for the year ended 31 March
2022 and 2021 respectively.

Segment reporting

The Group has a single reportable segment which is “coal and other commodities trading”. The information
reported to the Group’s management for the purpose of resource allocation and performance assessment
presents the operating results of the Group as a whole since the Group’s resources are integrated and no discrete
operating segment is available. Accordingly, the operating segment information for this sole reportable segment
is equivalent to the consolidated figures.

The following table sets out information about the geographical location of (i) the Group’s revenue from external
customers and (i) the Group’s property, plant and equipment and right-of-use assets (“Non-current assets”). The
geographical location of customers is based on the location at which the goods are delivered. The geographical
location of the Non-current assets is based on the physical location of the asset.

Revenue from

external customers Non-current assets
2022 2021 2022 2021
USs$’000 Us$:000 US$°000 US$'000
Mainland China 101,556 117,506 - -
Hong Kong - - - 58
Singapore - - 1 -
101,556 117,506 1 58
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OTHER INCOME, NET

2022 2021

US$000 US$°000

Government subsidies Note 29 61
Net foreign exchange (loss) gain - (13)
29 48

Note: The government subsidies were granted from the Government of the Singapore and Hong Kong Special Administration Region under the
Employment Support Scheme for the years ended 31 March 2022 and 2021 respectively.

LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:

2022 2021
US$000 US$'000
(@) Finance costs
Interest on discounted bills 181 274
Interest on lease liabilities 19 9
200 283
(b) Staff costs
Salaries and other benefits 801 594
Contributions to defined contribution retirement plan 9 15
810 609
(c) Otheritems
Cost of inventories 96,007 103,270
Depreciation of property, plant and equipment 2 1
Depreciation of right-of-use assets 97 195
Auditors’ remuneration
— Annual audit 151 161
— Non-annual audit 15 49
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7. INCOME TAX
Hong Kong Profits Tax, if any, is calculated at 16.5% (2021: 16.5%) on the assessable profits for the year. No provision
for Hong Kong Profits Tax had been made for the years ended 31 March 2022 and 2021 as the Group’s operations in

Hong Kong incurred a loss for Hong Kong Profits Tax purpose.

The income tax provision in respect of operations in Singapore is calculated at the applicable tax rates on the estimated
assessable profits for the year based on existing legislation, interpretations and practices in respect thereof.

Reconciliation between tax expense and accounting loss at applicable tax rates:

2022 2021

US$000 Us$°000
Loss before taxation (2,128) (2,262)
Income tax at domestic tax rates in respective tax jurisdictions (351) (373)
Tax effect of non-taxable income (5) (10)
Tax effect of non-deductible expenses 148 308
Tax effect of deductible temporary differences not recognised 920 -
Tax effect of tax losses not recognised 118 75

Income tax - -

Deferred tax assets not recognised
The Group has not recognised deferred tax asset in respect of tax losses of US$16,924,000 (2021: US$16,209,000) 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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DIRECTORS’' EMOLUMENTS

The aggregate amounts of emoluments paid and payable to the directors of the Company by the Group during the
year are as follows:

Year ended 31 March 2022

Salaries, Contributions

allowances to defined
and benefits contribution
Directors’ fees in kind retirement plans Total
US$’000 US$°000 Us$’000 US$’000
Executive directors
RUAYRUNGRUANG Woraphanit - 90 2 92
Lai Yi-Chun - 123 - 123
Independent non-executive directors
CHANG Jesse 23 - - 23
NGAN Hing Hon (note a) 19 - - 19
YEUNG Kin Bond, Sydney 23 - - 23
LIU Ji (nhote b) 4 - - 4
69 213 2 284
Year ended 31 March 2021
Salaries, Contributions
allowances to defined
and benefits contribution
Directors’ fees in kind retirement plans Total
US$°000 US$'000 US$°000 US$'000
Executive directors
RUAYRUNGRUANG Woraphanit = 82 2 84
Lai Yi-Chun - 52 - 52
Independent non-executive directors
CHANG Jesse 23 - - 23
NGAN Hing Hon (note a) 23 - - 23
YEUNG Kin Bond, Sydney 23 - - 23
69 134 2 205
Notes:
(@) Mr. NGAN Hing Hon resigned as non-executive director on 24 January 2022.
(b) Mr. LIU Ji was appointed as non-executive director on 13 January 2022.
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DIRECTORS’ EMOLUMENTS (Continued)

During the years ended 31 March 2022 and 2021, there was no amount paid or payable by the Group to the directors
or any of the highest paid individuals as set out in Note 9 below as an inducement to join or upon joining the Group or
as compensation for loss of office and the entire amount were paid or payable for the emoluments to the management
of the Company. There was no arrangement under which a director has waived or agreed to waive any remuneration
during the years ended 31 March 2022 and 2021.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, two (2021: two) are directors whose emoluments are disclosed in
Note 8 to the consolidated financial statements. The aggregate of the emoluments in respect of the other three (2021:
three) individuals are as follows:

2022 2021

USs$000 Us$'000

Salaries and other emoluments 255 220
Contributions to defined contribution retirement plans 16 6
271 226

The emoluments of the three (2021: three) individuals with the highest emoluments are within the following bands:

2022 2021

Number of Number of

individuals individuals

Nil to HK$ 1,000,000 3 3

LOSS PER SHARE

(a) Basic loss per share
The calculation of basic loss per share is based on the loss attributable to ordinary shareholders of the Company
of US$2,128,000 (2021: US$2,262,000) and the weighted average of 513,175,401 ordinary shares (2021:
513,175,401 ordinary shares) in issue during the year.

(b) Diluted loss per share

The calculation of diluted loss per share is the same as basic loss per share for the years ended 31 March 2022
and 2021 as there were no dilutive potential ordinary shares during these years.
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11. PROPERTY, PLANT AND EQUIPMENT

Furniture,
Leasehold fixtures and
improvements equipment Total
Us$:000 US$°'000 US$'000
Cost:
At 1 April 2020 and 31 March 2021 32 162 194
Accumulated depreciation
At 1 April 2020 32 160 192
Charge for the year - 1 1
At 31 March 2021 32 161 193
Net book value
At 31 March 2021 - 1 1
Furniture,
Leasehold fixtures and
improvements equipment Total
Us$’000 US$’000 US$’000
Cost:
At 1 April 2021 32 162 194
Addition - 2 2
At 31 March 2022 32 164 196
Accumulated depreciation
At 1 April 2021 32 161 193
Charge for the year - 2 2
At 31 March 2022 32 163 195
Net book value
At 31 March 2022 - 1 1
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12. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

Right-of-use assets

Office premises

US$'000
Reconciliation of carrying amount — year ended 31 March 2021
At beginning of the year 252
Depreciation (195)
At the end of the reporting period 57
Reconciliation of carrying amount — year ended 31 March 2022
At beginning of the year 57
Addition 585
Depreciation (97)
Impairment loss (545)
At the end of the reporting period -
At 31 March 2021
Cost 447
Accumulated depreciation (390)
57
At 31 March 2022
Cost 1,032
Accumulated depreciation and impairment (1,032)
2022 2021

Us$000 Us$°000
Lease liabilities
Current portion 277 139
Non-current portion 256 -

533 139
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RIGHT-OF-USE ASSETS AND LEASE LIABILITIES (Continued)

Right-of-use assets (Continued)

The Group's right-of-use assets in respect of properties represent leases of office premises located in Hong Kong for its
daily operations and with lease term of three years. Lease terms are negotiated on an individual basis and contain
similar terms and conditions. The lease agreements do not impose any covenants.

The total cash outflow for leases was US$277,000 for the year ended 31 March 2022 (2021: US$247,000).

At 31 March 2022, the weighted average incremental borrowing rate for the lease liabilities of the Group was 5%
(2021: 5%) per annum.

Commitments under leases

At 31 March 2022, the Group was committed to US$34,000 (2021: US$67,000) for short-term leases.

INVESTMENTS IN SUBSIDIARIES

The following list contains only the particulars of subsidiaries which principally affected the results, assets or liabilities of
the Group.

Proportion of
ownership interest

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

commodities trading
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14. TRADE AND OTHER RECEIVABLES

2022 2021
Note US$’000 US$°000
Trade and bills receivables 14,628 733
Bills receivables discounted with recourse - 31,124
Total trade and bills receivables 14(a) 14,628 31,857
Other receivables and deposits
— Due from an Indonesian coal supplier (the “Supplier”) 14(c) - 1,661
— Due from others 107 1,447
107 3,108
Prepayments
Prepayments for supply contracts
— Prepayment A 14(b) 11,064 11,064
— The Supplier 14(c) - 2,500
Other prepayments 203 5
11,267 13,569
Less: Impairment of Prepayment A 14(b) (11,064) (11,064)
203 2,505
Total trade and other receivables 14,938 37,470

(a) Trade and bills receivables

Included in “Trade and other receivables” are trade and bills receivables 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:

2022 2021

US$°000 US$°000

Within 1 month 9,585 14,305
More than 1 month but within 3 months 5,043 17,552
More than 3 months but within 6 months - -
14,628 31,857
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14. TRADE AND OTHER RECEIVABLES (Continued)

(a)

(b)

Trade and bills receivables (Continued)

The credit terms offered to customers of coal and other commodities trading business are negotiated on a case-
by-case basis which ranges from 7 to 30 days.

Included in trade and bills receivables of Nil (2021: US$31,124,000) of bills receivables represented irrevocable
letters of credit issued by banks, where the sales have been completed and presented the required shipping
documents to the banks but pending the bank to settle the receivables before the due dates based on the credit
terms given to the customers as stated in the sales agreement. Bills receivables of Nil (2021: US$31,124,000) have
been discounted to bank with full recourse as at 31 March 2022.

Information about the Group’s exposure to credit risks for trade receivables is included in Note 22(a) to the
consolidated financial statements.

Prepayment A

During the year ended 31 March 2014, the Group entered into coal sale and purchase agreements with a
marketing agent of two coal miners in Indonesia and made prepayments of US$13,000,000 for the purpose of
securing long-term supply of thermal coal from the relevant coal miners. During the year ended 31 March 2015,
this original agreement was transformed into a new contract with another agent of the two coal miners in
Indonesia. As at 31 March 2016, such prepayments with unutilised amount of US$11,704,000, 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, demand for repayment which were in vain, the directors made a full impairment loss of
US$11,704,000 was recognised in the consolidated statement of comprehensive income during the year ended
31 March 2016 in considering 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.
During the year ended 31 March 2017, unutilised prepayments and other receivables in total of US$640,000
were recovered and recognised in the consolidated statement of comprehensive income during the year ended
31 March 2017.

As at 31 March 2022 and 2021, the amount of US$11,064,000 remained as irrecoverable and the impairment
loss made in prior years remained as US$11,064,000. In the opinion of the directors of the Company, the Group
will continue to negotiate with these coal miners to seek and consider all of their options to recover the
prepayments, whether through supply of coal or otherwise, including potential legal action.
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(c)

Prepayment and other receivables arising from the Supplier
Before the year ended 31 March 2021

The Group started to purchase coal from a supplier (the “Supplier”) in Indonesia since September 2019. For the
first and second purchase contracts signed with the Supplier and prepayments were made to the Supplier for
securing the purchase of coal, and these prepayments were fully utilised after two months of the date of the
relevant coal purchase contracts.

In December 2019, the Group entered into a third purchase contract with the Supplier with prepayment of
US$5,500,000 made, of which the Group intended to sell the coal purchased to three independent customers.
Two shipments were made to two customers in February 2020, and prepayment of US$3,044,000 was utilised,
and remaining prepayment of US$2,456,000 remained unutilised as of 31 March 2020. In addition, demurrage
charges of US$724,000 incurred and was charged to the Group which was to be borne by the Supplier due to
heavy rainfall and floods in the Supplier's mine and the loading port. The third shipment to the third customer
was canceled due to heavy rainfall and a cancellation and demurrage charges of US$537,000 was charged to the
Group which was also to be borne by the Supplier. The total demurrage charges of US$1,261,000 were recorded
as other receivables due from the Supplier as of 31 March 2020.

During the year ended 31 March 2021

About the third purchase contract with the Supplier, the Group tried to coordinate shipment with the Supplier for
utilising the remaining prepayment of US$2,456,000 in April and May 2020, however, the Supplier was unable to
make the shipment of the coal required due to bad weather, flood in the coal mine and Covid-19 pandemic in
Indonesia. In this regard, the Supplier agreed to compensate of US$300,000 to the Group. Hence, the other
receivables due from the Supplier increased to US$1,561,000. In July 2020, the Group and the Supplier arranged
with another shipment and the prepayment of US$1,647,000 was utilised in this shipment and a demurrage
charge of US$85,000 was charged and to be borne by the Supplier. The unutilised prepayment from the Supplier
decreased to US$809,000 while the other receivables from the Supplier became US$1,647,000.

In October 2020, the Group entered into a fourth purchase contract with the Supplier together with an additional
supplier in Indonesia (which is a sub-contractor mining company of the Supplier) and the Supplier acted as a
guarantor to guarantee the quality and quantity of the supply of the coal supplied in this contract. Such
guarantee services provided by the Supplier was charged of US$268,000 utilised the remaining prepayment due
from the Supplier. Accordingly, the unutilised prepayment from Supplier was reduced to US$541,000 while other
receivables due from the Supplier remained at US$1,647,000.

In December 2020, the Group entered into a fifth purchase contract with the Supplier, of which there were two
shipments arranged by the Supplier and the remaining outstanding prepayment of US$541,000 were fully
utilised, while there was an increase of US$14,000 after the netoff impact of outstanding other receivables
utilised and charging of demurrage to the Supplier due to these two shipments. The outstanding other receivables
due from the Supplier became US$1,661,000.



Ares Asia Limited ¢ Annual Report 2021-2022

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 March 2022

14. TRADE AND OTHER RECEIVABLES (Continued)

(c)

Prepayment and other receivables arising from the Supplier (Continued)
During the year ended 31 March 2021 (Continued)

In March 2021, the Group entered into two sales of coal contract with customer A (“Customer A”) and customer
B (“Customer B”), which made advance payments to the Group of US$1,500,000 and US$1,000,000,
respectively. The Group entered into a sixth purchase contract with the Supplier and made a new prepayment of
US$2,500,000 (the “New Prepayment”) to the Supplier in order to secure the coal supply. No shipment was able
to be arranged for this sixth purchase contract as at 31 March 2021 due to further delay in the shipment.

As a result of the above transactions, the New Prepayment of US$2,500,000 and other receivables of
US$1,661,000 due from the Supplier (mainly arising from demurrage charges and compensation charged due
from the Supplier) as at 31 March 2021.

During the year ended 31 March 2022

In June 2021, only one of the shipments arranged by the Supplier, under the sixth purchase contract took place.
In respect of this shipment, prepayment of US$250,000 was utilised from the New Prepayment and the amount
of US$1,499,000 was utilised from the other receivables. Following the above shipment in June 2021, the New
Prepayment became US$2,250,000 while the other receivables due from the Supplier became US$162,000 as at
30 June 2021.

In July 2021, the management of the Group has started to negotiate with the Supplier, Customer A and
Customer B for entering into novation agreements, after considering the following facts which the management
considered it is in the best interest of the Group to enter into novation agreements:

o The president director of the Supplier has passed away in July 2021 which created uncertainty regarding
the Supplier’s status;

o The utilisation of outstanding balances due from the Supplier (through shipments to Customer A and
Customer B) remained unforeseeable due to the lockdown in Indonesia because of Covid-19; and

o The willingness of the Supplier and Customer A to enter the novation agreement as they can benefit from
building direct business relationship and skip the Group from being the middle-sales in the coal transactions
in future.

Customer A requested the Group for a total of US$2,200,000 of demurrage and compensation charges for non-
shipment of coal since March 2021; the Group has agreed such charges as the Supplier has agreed bear the
whole US$2,200,000 demurrage and compensation charges. In the opinion of the directors of the Company, the
reason why the Supplier bearing the charges was the Supplier admitted it had delayed the shipment (due to
Covid-19 lockdown and bad weather) which led to such compensation.

Accordingly, the prepayment has remained at US$2,250,000 while the other receivables due from the Supplier
has become US$2,362,000 as of July 2021.
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14. TRADE AND OTHER RECEIVABLES (Continued)

(c)

Prepayment and other receivables arising from the Supplier (Continued)
During the year ended 31 March 2022 (Continued)

In September 2021, the Group, the Supplier, Customer A and Customer B entered into novation agreements (the
“Novation Agreements”), whereas:

o the outstanding prepayment due from the Supplier of US$2,250,000 and the demurrage and compensation
charges of US$2,200,000 payable by the Supplier would be novated to a subsidiary of Customer A
("Customer A’s Subsidiary”) (i.e. Customer A’s Subsidiary replaced the Group as the party in the sixth
purchase contract);

o the unutilised advance payment made by Customer A to the Group of US$1,000,000 and the demurrage
and compensation charges of US$2,200,000 payable by the Group would be novated to Customer A’s
Subsidiary (i.e. Customer A's Subsidiary replaced the Group as the seller in the sales contract between the
Group and Customer A);

o the unutilised advance payment made by Customer B to the Group of US$1,250,000 would be novated to
Customer A’s Subsidiary (i.e. Customer A’s Subsidiary replaced the Group as the seller in the sales contract
between the Group and Customer B); and

o the remaining outstanding other receivables due from the Supplier of US$162,000 was novated to
Customer A’s Subsidiary.

In connection with the Novation Agreements, the Group obtained a legal opinion dated 12 October 2021 that
the Novation Agreements are legally enforceable under Singapore law, and the Group has no more claims,
whether accrued or contingent, known or unknown against each other in the parties within the Novation
Agreements.

Following the Novation Agreements, only the amount of US$162,000 was remained as other receivables and it
has been repaid in March 2022.

15. OTHER CASH FLOW INFORMATION
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(a)

Cash and bank balances comprise:

2022 2021

US$000 Us$°000

Cash in hand 8 8
Cash at banks 8,773 9,162
Cash and cash equivalents in the consolidated statement of cash flows 8,781 9,170
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15. OTHER CASH FLOW INFORMATION (Continued)
(b) Pledged bank deposits

At end of the reporting period, the Group's pledged bank deposits amounting to US$900,000 (2021:
US$900,000) to banks to secure trade finance facilities granted to a subsidiary for US$3,000,000. The deposits
have a maturity period within one year and are therefore classified as current assets. The pledged bank deposits
carry average interest rate at 2% per annum above LIBOR. The pledged bank deposits will be released upon the
settlement of relevant trade finance facilities.

() 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 statement of cash flows as cash flows from financing

activities.
Discounted

bills with Lease

recourse liabilities Total

US$°000 Us$°000 USs$°000
At 1 April 2020 3,138 377 3,515
Changes from financing cash flows:
Increase in discounted bills with recourse 111,606 - 111,606
Repayment of discounted bills with recourse (83,502) - (83,502)
Repayment of lease liabilities - (234) (234)
Interest paid (392) (13) (405)
Total changes from financing cash flows 27,712 (247) 27,465
Other change:
Interest expenses (see Note 6) 274 9 283
Total changes 27,986 (238) 27,748
At 31 March 2021 31,124 139 31,263
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15. OTHER CASH FLOW INFORMATION (Continued)

() Reconciliation of liabilities arising from financing activities: (Continued)

Discounted
bills with Lease
recourse liabilities Total
US$’000 US$000 US$’000

At 1 April 2021 31,124 139 31,263
Changes from financing cash flows:
Increase in discounted bills with recourse 53,800 - 53,800
Repayment of discounted bills with recourse (84,924) - (84,924)
Repayment of lease liabilities - (191) (191)
Interest paid (181) (19) (200)
Total changes from financing cash flows (31,305) (210) (31,515)
Other changes:
New lease entered - 585 585
Interest expenses (see Note 6) 181 19 200
Total changes (31,124) 394 (30,730)
At 31 March 2022 - 533 533

(d) Non-cash transactions

US$4,450,000 of trade and other receivables and, trade and other payables were non-cash transactions which
have been novated during the year ended 31 March 2022 as disclosed on note 14(c).

16. TRADE AND OTHER PAYABLES

2022 2021

Note US$°000 Us$°000

Trade payables 13,585 -
Other payables and accrued expenses 450 2,171
Other payables for litigation 23 - 484
14,035 2,655

The trade and other payables are expected to be settled within one year or are repayable on demand.
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At end of the reporting period, the ageing analysis of trade payables, based on the invoice date, is as follows:

2022 2021

US$000 US$°000

Within 1 month 9,549 -
More than 1 month but less than 3 months 4,036 -
13,585 -

17. CONTRACT LIABILITIES

The movements (excluding those arising from increases and decreases both occurred within the same year) of contract
liabilities from contracts with customers within HKFRS 15 during the year are as follows:

2022 2021

US$°000 Us$'000

At 1 April 2,500 -
Receipt of advances 1,000 2,500
Revenue recognised during the year (250) -
Novation arrangement (2,250) -
At 31 March 1,000 2,500

The Contract liabilities represented the prepayment received from Customer A and Customer B in March 2021. During
the year ended 31 March 2022, US$2,250,000 have been novated under the Novation Agreement as stated in Note

14(c).

18. DISCOUNTED BILLS WITH RECOURSE

There were no bills discounted with banks as at 31 March 2022. The bills discounted with banks at effective interest
rates ranging from 0.94% to 1.24% per annum as at 31 March 2021 have maturity profiles of no more than 180 days.
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19. 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 in accordance with 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. There was no forfeited contribution utilized to offset employers’ contributions for the year ended 31
March 2022, and there was no forfeited contribution available to reduce the contribution payable in the future years as
at 31 March 2022.

20. CAPITAL AND RESERVES
(@) 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
premium  Contributed  Accumulated

Share capital account surplus losses Total

US$'000 Us$'000 Us$'000 US$'000 Us$'000

At 1 April 2020 662 6,777 15,088 (9,100) 13,427
Loss and total comprehensive loss for the year - - - (2,251) (2,251)
At 31 March 2021 and 1 April 2021 662 6,777 15,088 (11,351) 11,176
Loss and total comprehensive loss for the year - - - (772) (772)
At 31 March 2022 662 6,777 15,088 (12,123) 10,404
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20. CAPITAL AND RESERVES (Continued)

(b) Share capital

Number of
shares Amount
US$'000
Ordinary shares of HK$0.01 each
Authorised:
At 1 April 2020, 31 March 2021 and 31 March 2022 36,000,000,000 46,452
Issued and full paid:
At 1 April 2020, 31 March 2021 and 31 March 2022 513,175,401 662

(c) Nature and purpose of reserves
i Share premium account

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

ii.  Contributed surplus

Contributed surplus arose from the Group reorganisation in prior years.
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20. CAPITAL AND RESERVES (Continued)
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(d)

(e)

(f)

Distributability of reserves

In addition to retained profits, under the Bermuda Companies Act 1981, 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 2022, the aggregate amount of reserves available for distribution to equity shareholders of the
Company amounted to US$2,965,000 (2021: US$3,737,000).

Dividends

The directors do not recommend the payment of any dividend for the year ended 31 March 2022 (2021: 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 2022 was US$9,052,000 (2021: US$11,180,000).

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 2022 and 2021.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements.
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21. SHARE OPTION SCHEME

At a special general meeting of the Company held on 21 September 2012, the shareholders of the Company approved
the adoption of a share option scheme (the “2012 Share Option Scheme"”), pursuant to which the directors of the
Company may grant options to employees of the Group, including the directors, and any other persons who the
directors consider to have contributed to the Group.

The 2012 Share Option Scheme was adopted on 21 September 2012 and, unless otherwise cancelled or amended, will
remain in force for ten years from that date.

The number of share options which may be granted under the 2012 Share Option Scheme shall not exceed 10% of the
issued share capital of the Company as at the date of shareholders’ approval on 21 September 2012. The maximum
number of unexercised share options under the 2012 Share Option Scheme and any other share option schemes shall
not exceed 30% of the issued share capital of the Company at any time. The maximum number of options issued to
each participant under the 2012 Share Option Scheme within any 12-month period is limited to 1% of the shares of
the Company in issue at any time. Any further grant of options in excess of the limit is subject to the shareholders’
approval in general meeting with such participant and his associates abstaining from voting.

The exercise price must be at least the higher of: (a) the closing price of the Company’s shares as stated in the daily
quotation sheet of the Stock Exchange on the date of grant, which must be a business day; (b) the average closing
price of the Company’s shares as stated in the daily quotation sheets of the Stock Exchange for five business days
immediately preceding the date of grant; and (c) the nominal value of the Company’s shares.

A nominal consideration of HK$1 is payable by the grantee upon acceptance of an option.

An option may be exercised in accordance with the terms of the 2012 Share Option Scheme at any time during a
period to be determined and notified by the directors to each grantee of the option, which period may commence on a
day after the date upon which the option is granted but shall and in any event be not later than ten years from the date
of grant of the option. The directors may at their sole discretion determine the minimum period for which the option

has to be held or other restrictions before the exercise of the option.

There was no outstanding share option under the 2012 Share Option Scheme as at 1 April 2021 and 31 March 2022
respectively.

No share option was granted, exercised, lapsed or cancelled during the years ended 31 March 2022 and 2021.
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100

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

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a financial
loss to the Group. The Group’s credit risk is primarily attributable to trade and bills receivables. The Group's
exposure to credit risk arising from cash and bank balances are limited because the counterparties are banks with
a high credit rating, for which the Group considers to have low credit risk. Management has a credit policy in
place and the exposure to credit risk is monitored on an ongoing basis.

Trade and bills receivables

In respect of trade and bills receivables, individual credit evaluations are performed on all customers requiring
credit over a certain amount. The Group does not obtain collateral in respect of trade and bills receivables. 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 and bills receivables
to be covered by letters of credit from reputable banks. Credit terms offered by the Group to its customers are set
out in Note 14 to the consolidated 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 and bills receivable as at 31 March 2022 and 2021 were not significant as most of them were
covered by letters of credit from reputable banks. It is considered the possibility of default is remote. The Group
measures loss allowance on financial assets based on the past loss experience, existing market conditions,
coverage of credit insurance as well as forward looking information at the end of each reporting period. Having
considered those factors, the Group considered that there is no significant loss allowance recognised in
accordance with HKFRS 9 as at 31 March 2022 and 2021, and no expected credit loss rate has therefore been
disclosed.

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. The Group has concentration of credit risk as 66%
(2021: 39%) and 100% (2021: 98%) of the total trade and bills receivables was due from the Group largest
customer and the five largest customers respectively.
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22. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(a)

Credit risk (Continued)

Trade and bills receivables (Continued)

The Group measures loss allowances for trade and bills receivables at an amount equal to lifetime ECLs, which is
calculated using a provision matrix. As the Group’s historical credit loss experience does not indicate significantly
different loss patterns for different customer segments, the loss allowance based on past due status is not further

distinguished between the Group's different customer bases.

The aging analysis of trade and bills receivables that were not considered to be impaired was as follows:

2022 2021
Us$°000 Us$°000
Neither past due nor impaired 14,628 31,857

Pledged bank deposits/bank balances

Credit risk on pledged bank deposits/bank balances is limited because the counterparties are reputable banks
with high credit ratings. The 12m ECL on pledged bank deposits/bank balances is considered to be insignificant
and therefore no loss allowance was recognised.

Other receivables

For other receivables, the management makes periodic individual assessment on the recoverability of other
receivables based on historical settlement records, past experience, and also quantitative and qualitative
information that is reasonable and supportive forward-looking information. The management believes that there
are no significant increase in credit risk of these amounts since initial recognition and the Group provided
impairment based on 12m ECL. For the year ended 31 March 2022 and 2021, the Group assessed the ECL for
other receivables are insignificant and thus no loss allowance is recognised.
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22. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(b) 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 2022, the Group has unutilised banking facilities of US$3,000,000
(2021: US$63,876,000).

The maturity profile of the Group’s non-derivatives financial liabilities at the end of the reporting period, based on
contractual undiscounted cash flows (including interest payments based on rates at end of the reporting period)
are summarised below:

Total

On demand contractual Total
or within undiscounted carrying
1 year 1to 2 years payments amount
US$°000 Us$'000 US$°000 Us$'000

As at 31 March 2022
Trade and other payables 14,035 - 14,035 14,035
Lease liabilities 277 301 578 533
14,312 301 14,613 14,568

As at 31 March 2021

Trade and other payables 2,655 - 2,655 2,655
Discounted bills with recourse 31,124 - 31,124 31,124
Lease liabilities 149 - 149 139
33,928 —~ 33,928 33,918
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FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(c) Interest rate risk
The Group has no significant exposure to interest rate risk.
(d) 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").
The Group considers the risk of movements in exchange rates between the HKD and the US$ to be insignificant
as the HKD is pegged to the USD.

(e) 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 2022 and 2021 because of the immediate or short-term maturity
of the financial instruments.

LITIGATION

At 31 March 2020, the Group was involved in a legal claim relating to the disposal of certain former subsidiaries the
operation of which was 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; (i) 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 US$1,579,000 owed by China Compass to the Company, at a consideration of US$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.
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ended 31 March 2022

LITIGATION (Continued)

On 23 March 2016, Landway filed a claim against the Company, which alleged that a former director of the Company
made certain misrepresentations in relation to the Disposal and filed a claim of US$700,000 plus interest against the
Company in the High Court of Hong Kong. The amount was disclosed as “Contingent Liabilities” in the consolidated
financial statements since the year ended 31 March 2016.

The trial of the action took place before the Court of First Instance of the High Court of Hong Kong in December 2020.
On 25 February 2021, the Court of First Instance handed down a judgment in favour of Landway and awarded
damages in the sum of US$700,000 (the “Claimed Amounts”) at the time of payment to Landway (the “Judgment”).
The Company was also ordered to pay Landway’s costs of the action (the “Landway’s Costs”) of approximately
US$484,000 (equivalent to HK$3,750,000).

After seeking legal advice and considering the costs and benefits of pursuing an appeal, the directors of the Company
have determined that the Company will not appeal against the Judgment in favour of Landway. The Group recognised
aggregate approximately US$1,390,000, representing the Claimed Amounts, the Landway’s Costs and the related legal
expenses incurred, as litigation expenses in the consolidated statement of comprehensive income for the year ended 31
March 2021. The Claimed Amounts has been paid to Landway during the year ended 31 March 2021; while the
Landway’s Costs has been included in “trade and other payables” (Note 16) as at 31 March 2021 and has been settled
during the year ended 31 March 2022.

MATERIAL RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed elsewhere in the consolidated financial statements, the Group
enters into the following related parties transactions during the year.

(@) Key management personnel remuneration

Remuneration for key management personnel, including amounts paid to the Company’s directors disclosed in
Note 8 to the consolidated financial statements is as follows:

2022 2021

US$’000 Us$°000

Salaries and other short-term employee benefits 282 203
Retirement scheme contributions 2 2
284 205

Total remuneration is disclosed in “staff costs” (see Note 6(b)).
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MATERIAL RELATED PARTY TRANSACTIONS (Continued)

(b) Transaction with a fellow subsidiary

2022 2021

Us$000 US$°000

Repayment of lease liabilities and interest on lease liabilities 210 89
Building management fee and utility charges 33 32

For the year ended 31 March 2022, the Group committed to repay lease liabilities and interest on lease liabilities
of US$297,000 (2021: US$212,000), of which US$87,000 (2021: US$123,000) have not been paid.

(c) Connected transaction
The related party transaction in respect of Note 24(b) to the consolidated financial statements 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.

PLEDGE OF ASSETS

At the end of the reporting period, the Group's bank facilities in relation to the letter of credit issued to suppliers were
secured by the pledged bank deposits.

In addition, bills receivable discounted with full recourse amounting to Nil (2021: US$31,124,000).

RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees in Hong Kong (the “MPF
Scheme”). The assets of the MPF Scheme are held separately from those of the Group, in funds under the control of
trustees. The Group contributes 5% of relevant payroll costs to the MPF Scheme, which contribution is matched by
employees. The total cost charged to profit or loss of US$ 15,000 (2021: US$15,000) represents contributions payable
to these schemes by the Group in respect of the year ended 31 March 2022.
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27. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Note 2022 2021
US$°000 US$'000
Non-current assets
Investments in subsidiaries - -
Amounts due from subsidiaries 10,802 11,784
10,802 11,784
Current assets
Prepayments and other receivables 17 4
Cash and cash equivalents 25 28
42 32
Current liabilities
Other payables and accrued expenses 173 589
Amounts due to subsidiaries 267 51
440 640
Net current liabilities (398) (608)
Net assets 10,404 11,176
Capital and reserves
Share capital 20 662 662
Reserves 20 9,742 10,514
Total equity 10,404 11,176

This statement of financial position was approved and authorised for issue by the Board of Directors on 28 September

2022 and signed on its behalf by

LAI Yi-Chun LUO Xiao
Director Director
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28. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS

ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31 MARCH 2022

Up to the date of issue of these consolidated financial statements, the HKICPA has issued a number of amendments,
new standards and interpretations which are not yet effective for the year ended 31 March 2022 and which have not
been adopted in these consolidated financial statements. These include the following which may be relevant to the

Group.

HKFRS 17
Amendments to HKFRS 3
Amendments to HKFRS 10 and HKAS 28

Amendments to HKAS 1

Amendments to HKAS 1 and HKFRS Practice
Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 16
Amendments to HKAS 37
Amendments to HKFRSs
Accounting Guideline 5 (Revised)

Insurance Contracts and the related Amendments?

Reference to the Conceptual Framework’

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture?

Classification of Liabilities as Current or Non-current and related
amendments to Hong Kong Interpretation 5 (2020)?

Disclosure of Accounting Policies?

Definition of Accounting Estimates?

Deferred Tax related to Assets and liabilities arising from a Single
Transaction?

Property, Plant and Equipment — Proceeds before Intended Use'

Onerous Contracts — Cost of Fulfilling a Contract’

Annual Improvements to HKFRSs 2018-2020"

Merger accounting for common control combination*

! Effective for annual periods beginning on or after 1 January 2022

2 Effective for annual periods beginning on or after 1 January 2023
3 Effective for annual periods beginning on or after a date to be determined
& Effective for common control combinations that occur on or after beginning of the first annual period on or after 1 January 2022

The Group is in the process of making a detailed assessment of the possible impact on the future adoption of the new/
revised HKFRSs. So far the management is of the opinion that the adoption of the new/revised HKFRSs will not have
any significant impact on the consolidated financial statements.
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A summary of the results and of the assets and liabilities of the Group for the last five financial years, as extracted from the
published audited consolidated financial statements, is set out below:

RESULTS
Year ended 31 March
2022 2021 2020 2019 2018
US$’000 US$°000 US$000 Us$'000 Us$000
Revenue 101,556 117,506 99,873 198,348 198,669
Loss before taxation (2,128) (2,262) (689) (1,476) (2,478)
Income tax - - - - -
Loss for the year attributable
to shareholders (2,128) (2,262) (689) (1,476) (2,478)
ASSETS AND LIABILITIES
At 31 March
2022 2021 2020 2019 2018
US$’000 US$°000 US$°000 Us$'000 US$°000
Total assets 24,620 47,598 29,978 26,127 67,483
Total liabilities (15,568) (36,418) (16,536) (18,823) (58,703)
9,052 11,180 13,442 7,304 8,780
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