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PEARL GLOBAL (HK) LIMITED

REPORT OF THE DIRECTORS

The directors present their report and the annual audited consolidated financial statements of the
Group for the year ended March 31, 2020.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and garment trading. The principal
activities of subsidiaries are set out in Note {29a) to the consolidated financial statements.

FINANCIAL STATEMENTS AND APPROPRIATIONS

The financial performance of the Company and its subsidiaries (the “Group™) for the year ended
March 31, 2020 and the financial position of the Group are set out in the consolidated financial
statements on page & to 10.

‘The directors do not recommend the payment of any dividend for the year.

PROPERTY, PLANT AND BQUIPMENT

Details of movements in property, plant and equipment are set out in Note (10) to the consolidated
{inancial statements. '

SHARE CAPITAL

Details and movement of share capital of the Company are set out in Note (28) to the consolidated
financial statements.

DIRECTORS

(2) Directors of the Company
The directors of the Company during the year and up to date of this report were:

Deepak Kumar SETH

Mahesh Kumar SETH

Pulkit SETH

Abhishek GOYAL

Gurusankar GURUMOORTHY {Appointed on August 13, 2019)
Sumit LATH (Appointed an October 31, 2019)

There being no provision in the Company’s Articles of Association to the contrary, all
directors continue in office for the ensuing year.




PEARL GLOBAL (HK) LIMITED

REPORT OF THE DIRECTORS (CONT’D)

DIRECTORS (CONT'D)

(b) Directors of the Company’s subsidiaries

Amit KUMAR

Deepak Kumar SETH

Pulkit SETH

Shefali SETH

Sweta AGARWAL

Sumit LATH

Gumsankar GURUMOORTHY {Appointed on July 10, 2019)
Frank Petrus SMITS (Resigned on July 10, 2019)

MATERIAL INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

Except for the related party transactions as disclosed in Note (32) {o the consolidated financial
staterments, no transactions, arrangements or contracts of significance to which the Company’s
ultimate holding company, subsidiaries or fellow subsidiaries was a party and in which a director of
the Company or an entity connected with a director had a material interest, whether directly or
indirectly, subsisted during or at the end of the financial year,

ABRRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, its ultimate holding company or fellow subsidiaries,
a party to any arrangements to enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any other body corporate.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of
the business of the Company or its subsidiaries were entered into or existed during the year.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the directors of the Company was in force
during the year and up to date of this report,

BUSINESS REVIEW

No business review is presented as the Company has been able to claim an exemption under section
388(3) of the Hong Kong Companies Ordinance (Cap. 622) since the Company is a wholly owned
subsidiary of another body corporate as at the end of reporting period.



PEARL GLOBAL (HK) LIMITED

REPORT OF THE DIRECTORS (CONT'D)

A OR.

The Company’s auditors, Messrs,

Louis Lai & Luk CPA Limited, retir and, being eligible,
themselves for re-appointment.

offer

On behalf of the Board )

Deepak Kumar SETH
Chairman

Hong Kong,
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBER OF
PEARL GLOBAL (HK) LIMITED
(incorporated in Hong Kong with limited liability)

Qualified Opinion

We have audited the consolidated financial statements of Pearl Global (HK) Limited and its
subsidiaries (* the Group™) set out on pages 8 to 64, which comprise the consolidated statement of
financial position as at March 31, 2020 and the consoclidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated financial statements, including a
sumimary of significant accounting policies.

In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of our report, the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at March 31, 2020, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

Basis for Qualified Opinion

No physical counting against inventories as at March 31, 2020 was conducted by the component
auditor of a subsidiary at the end of the reporting period due to the lockdown in Jakarta during the
outbreak of COVID-19 and no any other alternative procedures have been performed. In
consequence we were unable to carry out auditing procedures necessary to obtain adequate
assurance regarding the quantities and condition of inventories, appearing in the consolidated
statement of financial position at US$3,372,199. There were no other satisfactory auditing
procedures that we could adopt to obtain sufficient evidence regarding the existence and valuation
of inventories.

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs™) issued
by the HKICPA. Qur responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (“the Code™), and we have fulfilied our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.
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INDEPENDENT AUDITOR’S REPORT (CONT’D)
T0 THE MEMBER OF
PEARIL GLOBAL (HK) LIMITED
(incorporated in Hong Kong with limited liability)

Material Uncertainty Related to Going Concern

We draw attention to Note (2a) in the financial statements, which indicates that the Group's current
liabilities exceeded its current assets by US$4,872,132. As stated in Note (2a}, these events or
conditions indicate that a material uncertainty exists that may cast significant doubt on the Group’s
ability to continue as a going concern. Notwithstanding these conditions, the going concern basis
has been adopted because the ultimate holding company has agreed to provide adequate funds for
the Group to meet its liabilities as they fall due. Our opinion is not modified in respect of this
matter.

Information Other than the Consolidated Financial Statements and Auditor's Report
Thereon

The directors are responsible for the other information. The other information comprises the
information included in the directors’ report but does not inclide 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 Directors and Those Charged with Governance for the Consolidated
Financial Statements

The directors are responsible for the preparation of the consolidated financial statements that give a
true and fair view in accordance with HKFRSs issued by HKICPA and the Hong Kong Companjes
Ordinance, and for such internal control as the directors determine is necessary to enable the
preparation of the 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 concemn 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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INDEPENDENT AUDITOR’S REPORT (CONT'D)
TO THE MEMBER OF
PEARL GLOBAL (HK) LIMITED
(incorporated in Hong Kong with limited liability)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Qur objectives are to obtain reasonable assurance about whether the consclidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issne an auditor’s report that includes our opinion. This report is made solely to you, as a body, in
accordance with section 405 of the Hong Kong Companies Ordinance (Cap.622) 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 2 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 {o 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 judgment and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstaternent 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,
mistepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design aundit
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.

e Bvaluate the appropriateness of accounting policies used and the reasenableness of accounting
estimates and related disclosures made by the directors.

e 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 2 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 concer.
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INDEPENDENT AUDITOR’S REPORT (CONT’D)
T0O THE MEMBER OF
PEARL GLOBAIL (UX) LIMITED
(incorporated jin Hong Kong with mited liability)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (Cont’d)

¢ 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,

© Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinjon 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.

Louis Lai & Luk CPA Limited
Certified Public Accountants

TLuk Wing Hay
Practising Certificate Number P01623

Hong Kong,




PEARL GLOBAL (HK) LIMITED

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED MARCH 31, 2020

REVENUE

COST OF SALES

GROSS PROFIT

OTHER INCOME

GAIN ON DISPOSAL OF PLANT AND EQUIPMENT, NET

STAFF COSTS

DEPRECIATION

OTHER OPERATING EXPENSES

PROFIT FROM OPERATION

FINANCE COSTS

PROFIT BEFORE TAXATION

TAXATION

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME/(LOSS)

TOTAIL COMPREHENSIVE INCOME
FOR THE YEAR

PROFITALOSS) ATTRIBUTABLE TO:
Equity helders of the Company
Non-controlling interests

TOTAL COMPREHENSIVE INCOME/(LOSS)
ATTRIBUTABLE TO:
Ecuity holders of the Company
Non-controlling interests

2020
Uss
124,158,387

(107,939,100}

2019
US$
117,751,267

(101,073,710}

16,219,287 16,677,557
1,629,160 653,429
18,251 11,328
(5,402,750) (5,423,130)
(694,967) (214,538)
(10,271,170) (10,411,498)
1,497,811 1,293,148
(703,018) (526,135)
794,793 767,013
(94,535) (175,827)
700,258 591,186
56,182 (38,164)
756,440 553,022
675,774 617,112
24,484 (25,926)
700,258 591,186
704,079 577,556
52,361 (24,534)
756,440 553,022

THE NOTES ON PAGES {4 TO 64 FORM AN INTEGRAL PART OF THESE CONSOLIDATED

FINANCIAL STATEMENTS,



PEARIL GL.OBAL (HK) LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2020
NOTES 2020 2019
US$ Uss
Non-Current Assets
Property, plant and equipment (10} 12,309,324 10,355,820
Financial assets at fair value through
other comprehensive income {11) 1,258,760 1,897,761
Other investment at amortised cost (12) 2,643,275 2,643,275
Loan receivables (i3) 3,233,359 3,289,721
Deposits 184,934 147,798
Long-term prepayment 143,261 136,693
Right-of-use assets (14) 123,047 -
Deferred tax assets EI0))] 116,203 150,354
Goodwill {15) 1,932,750 1,932,750
21,944,913 20,554,172
Current Assets
Inventories (16) 6,052,561 4,070,971
Deposits and prepayment 1,291,289 2,058,654
Trade deposit paid 2,263,177 475,291
Trade and other receivables (17 25,146,738 22,365,433
Cash and cash equivalents (18) 6,107,550 4,111,289
40,861,315 33,081,638
Current Liabilities
Amount due to ultimate holding company (1%) 2,465,463 3,248,425
Amounts due to fellow subsidiaries (19) 16,924,951 13,256,858
Loan from an ex-director of a subsidiary (26) 30,000 -
Trade and other payables (20} _ 5,588,381 3,835,876
Lease liabilities (21} 94,457 -
Provision for taxation 37,912 35,666
Obligations under finance lease (22) 4,009 23,007
Secured bank borrowings 23) 18,955,157 16,769,635
Unsecured bank borrowing 24 - 346,460
Bank overdrafts 1,633,117 488,677
45,733,447 38,004,604
Net Current Liabilities (4,872,132) (4,922 966)
Total Assets Less Current Liabilities 17,672,781 15,631,206

THE NOTES ON PAGES 14 TO 64 FORM AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL
STATEMENTS.




PEARL GLOBAL (HK) LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONT’D)

AS AT MARCH 31, 2020
NOTES 2020 2019
us$ © US$
Non-Current Liabilities .
Share application money (25) 1,327,748 482,716
Loan from a non-controfling interest (26) 80,000 80,600
Loan from a director of a subsidiary (26) - 110,000
Employee benefits obligations ) 27 586,104 666,362
Lease liabilities (21) 31,157 -
Obligations under finance lease (22) 3,039 _ 3,835
2,028,048 1,342,913 _
NET ASSETS 15,044,733 14,288,293
EQUITY
Share capital (28) 9,060,000 5,060,000
Revaluation surpfus ‘ 185,683 239,703
Translation reserve 17,651 82
Other reserve (162,853) (161,863)
Retained earnings 4,060,581 3,320,051
Total equity attributable to )
equity holders of the Company 13,161,062 12,457,973
Non-controlling interests 1,883,671 1,330,320
TOTAL EQUITY 15,044,733 14,288,293
APPROVED BY THE BOARD OF DIRECTORS ON AND SIGNED ON
BEHALF OF THE BOARD BY:
Deepak Kimar SETH Pulkit SETH
Director Director

THE NOTES ON PAGES 14 TO 64 FORM AN INTEGRAL PART OF THESE CONSOLIDATED
FINANCIAL STATEMENTS.
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PEARL GLOBAL (HK) LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation

Adjusiment for:
Bank interest income
Other interest income
(Giain on disposal of plant and equipment, net
Bank interest expenses
Interest expenses on lease liabilities
Amortisation of long-term prepayment
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Interest expenses on leage liabilities
Impairment loss on inventories
Bad debts
Write-off of other receivable

OPERATING PROFIT BEFORE WORKING
CAPITAL CHANGES

Payments for long-term prepayment

{Increase)/Decrease in deposits

Increase in inventories

Decrease in deposits and prepayments

(Increase)/Decrease in trade deposits paid

Increase in trade and other receivables

Increase/(Decrease) in amounts due to fellow subsidiartes
(Decrease)/Increase in amount due to ultimate holding company
Increase/(Decrease) in trade and other payables

CASH GENERATED ¥ROM/(USED IN) OPERATIONS
Bank interest received

Employee benefits paid

Banlk interest paid

Profits tax paid

Net cash from/(used in} operating activities

2020 2019
US$ US$
794,793 767,013
(27,119) (35,632)
(73,526) (73,325)
(18,251) (11,328)
694,807 526,135
8,211 -
81,929 65,234
936,425 662,390
270,171 .
66,710 135,966
32,287 -

- 42,594

- 48,324
2,766,437 2,127,371
(89,591) (75,499)
(37,136) 25,894
(2,013,877) (2,501,892)
767,365 253,851
(1,787,886) 81,803
(2,781,305) (1,837,510)
3,668,093 (11,689)
(782,962) 166,306
1,752,505 (115,331)
1,461,643 (1,886,696)
27,119 35,632
(22,781) (2,873)
(694,807) (526,135)
(89,015) (205,364)
682,159 (2,585,436)

THE NOTES ON PAGES 14 TO 64 FORM AN INTEGRAL PART OF THESE CONSOLIDATED

FINANCIAL STATEMENTS.

-12-



PEARL GLOBAL (HK) LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS (CONT’D)

FOR THE YEAR ENDED MARCH 31, 2020

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of financial assets at fair value
through other comprehensive income

Payments to acquire property, plant and equipment

Proceeds from disposal of property, plant and equipment

Receipts from loans receivables

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment to an ex-director of a subsidiary

Net proceeds from share application money

Net proceeds from secured bank borrowings

Proceeds from secured bank borrowings

Repayment for secured bank borrowings

(Repayment for)/Proceeds from unsecured bank borrowing

Repayment for obligations under finance lease
Capital element of lease rentals paid
Interest element of lease rentals paid

Net cash from financing activities

NET INCREASE/DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING

OF THE YEAR

EFFECT OF FOREIGN EXCHANGE RATE CHANGES

CASH AND CASH EQUIVALENTS AT END
OF THE YEAR (NOTE)

NOTE:

Bank balances and cash in hand
Bank overdrafts

CASH AND CASH EQUIVALENTS

2020 2019
US$ US$
584,081 -
(2,967,705) (7,922,343)
78,759 68,940
129,888 -
(2,174,077) (7,853,403)
(80,000) .
845,032 482,716
- 9,619,970
59,027,750 -
(56,842,228) - -
(346,460) 346,460
(19,794) (38,949)
(267,605) -
(8,211) -
2,308,484 10,410,197
816,566 (28,642)
3,622,612 3,642,958
35,255 8,206
4,474,433 3,622,612 -
2020 2019
US$ US$
6,107,550 4,111,289
(1,633,117) (488,677)
4,474,433 3,622,612

THE NOTES ON PAGES 14 TO 64 FORM AN INTEGRAL PART OF THESE CONSOLIDATED

FINANCIAL STATEMENTS.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERATL

Pearl Global (HK) Limited (the “Company”) is a company incorporated in Hong Kong with
limited liability. The principal activities of the Company are investment holding and garment
trading. The address of its registered office is Room 1801, 18/F., Kimberland Centre, No. 55
Wing Hong Street, Cheung Sha Wan, Kowloon, The directors consider that the ultimate
holding company is Pearl Global Industries Limited, a company incorporated in India. The
shares of the ultimate holding company are listed on the Bombay Stock Exchange and
National Stock Exchange in India.

PRINCIPAL ACCOUNTING POLICIES

a. Basis of Preparation

These consolidated financial statements have been prepared in accordance with the Hong
Kong Financial Reporting Standards (“HKFRS(s)") {which also include Hong Kong
Accounting Standards (“HIKAS(s)”) and Interpretations (“Int(s)”)) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”}, accounting principles
generally accepted in Hong Kong and the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared under the historical cost
convention and are presented in United States Dollars (US$), which is also the Group’s
functional and presentation currency.

The preparation of consolidated financial statements in conformity with HKFRSs requires
the use of certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Group’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are disclosed in Note (4) to the
consolidated financial statements.

As at March 31, 2020, the Group’s current liabilities exceeded its current assets by
US$4,872,132. Notwithstanding these conditions, the going concern basis has been
adopted because the ultimate holding company has agreed to provide adequate funds for
the Group to meet its liabilities as they fall due.

-14 -



PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT’D)

b. Changes in Accounting Policies and Disclosures

The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs that are
first effective for the current accounting period of the Group. Of these, the following
developments are relevant to the Group’s financial statements:

(i) HKFRS 16, Leases

(i) HKJIFRIC)-Int 23, Uncertainty over Income Tax Treatments

(i)  Amendments to HKFRS 9, Prepayment Features with Negative Compensation
(iv)  Amendments to HKAS 19, Plan Amendment, Curtailment or Settlement

(v}  Amendments to HKAS 28, Long-term Interests in Associates and Joint Ventures
(vi)  Amendments to HK¥RSs Annual Improvements to HKFRSs 2015-2017 Cycle

Except for HKFRS 16, Leases, none of the developments have had a material effect on
how the Group’s results and financial position of the current or prior periods have been
prepared or presented. The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.

HKFRS 16, Leases

The Group has applied HKFRS 16 for the first time in the current year. HKFRS 16
superseded HKAS 17 Leases ("HKAS 17"), and the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to contracts that were
previously identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease and not apply this standard to contracts that
were not previously identified as containing a lease, Therefore, the Group has not
reassessed contracts which already existed prior to the date of initial appiication.

For contracts entered into or modified on or after April 1, 2019, the Group applies the

definition of a lease in accordance with the requirements set out in HKFRS 16 in assessing
whether a contract contains a lease,
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT’D)

b.

Changes in Accounting Policies and Disclosures (Cont’d}

HEKFRS 16, Leases {Cont’d)

As a lessee

The Group has épplied HKFRS 16 retrospectively with the cumulative effect recognised at
the date of initial application, April 1, 2019.

Asg at 1 April 2019, the Group recognised additional lease liabilities and right-of-use assets
at amounts equal to the related lease liabilities [adjusted by any prepaid or accrued lease
payments] by applying HKFRS 16.C8(b)(ii) transition. Any difference at the date of initial
application is recognised in the opening retained profits and comparative information has
not been restated.

When applying the modified retrospective approach under HEKFRS 16 at transition, the
Group applied the following practical expedients to leases previously classified as
operating leases under HKAS 17, on lease-by-lease basis, to the extent relevant to the
respective lease contracts:

1. relied on the assessment of whether leases are onerous by applying HKAS 37
Provisions, Contingent Liabilities and Contingent Assets as an alternative of
impairment review,

ii, elected not to recognise right-of-use assets and lease liabilities for leases with lease

term ends within 12 months of the date of initial application;

iii.  excluded initial direct costs from measuring the right-of-use assets at the date of
initial application;

iv.  applied a single discount rate to a portfolio of leases with a similar remaining terms
for similar class of underlying assets in similar economic environment.
Specifically, discount rate for certain leases of BD office was determined on a
portfolio basis; and

v.  used hindsight based on facts and circumstances as at date of initial application in
determining the lease term for the Group's leases with extension and termination
options
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT'D)

b.

Changes in Accounting Policies and Disclosures (Cont’d)
HEKFRS 16, Leases (Cont’d)

Iinancial impact of initial application of HKFRS 16

When recognising the lease liabilities for leases previously classified as operating leases,
the Group has applied incremental borrowing rates of the relevant group entities at the
date of the initial application. The weighted average incremental borrowing rate applied
by the relevant group entities is 3.05%.

US$

Operating lease commitments disclosed as at March 3 i,2019 404,064
Less: Total future interest expenses (10,846)
Present value of remaining lease payments, discounted using the

incremental borrowing rate and fease liabiliites

as at April 1, 2019 393,218
Analysis as:
Current liabilities 267,605
Non-current liabilities 125,613

393,218

The carrying amount of right-of-use assets for own use as at April 1, 2019 comprises the
following:

Uss$

Right-of-use assets relating to operating lease recognised upon
Application of HKFRS 16 393,218

By class:

Office in New York, US 301,336
Office in Shaoxing, PRC 26,465
Office in Dhaka, Bangladesh 65,417
393,218
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT D)

b. Changes in Accounting Policies and Disclosures {Cont’d)

HEKFRS 16, Leases (Cont’d)

The following table summarises the impacts of the adoption of HKFRS 16 on the
Group’s consolidated statement of financial position at April 1, 2019. Line items that
were not affected by the changes have not been included.

At Recognition

31/3/2019 of lease At 1/4/2019
HKS$ HKS HKS$

Line items in the consolidated statement
of financial position impacted by the
adoption of HKFRS 16:
Right-of-use assets - 123,047 123,047
Total non-current assets 20,554,172 123,047 20,677,219
Lease Habilities - 267,605 267,605
Total current liabilities 38,004,604 267,605 38,272,209
Net current Habilities (4,922,966) (267,605) (5,190,571)
Total assets less current liabilities 15,631,206 {144,558) 15,486,648
Lease liabilities {(non-current) - 82,087 82,087
Total non-current lHabilities 1,342,913 82,087 1,425,000

Note: For the purpose of reporting cash flows from operating activities under indirect
methed for the year ended March 31, 2020, movements in working capital have been
computed based on opening consolidated statement of financial position as at April 1,
2019 as disclosed above.
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PEARL GLOBAL (HK)} LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT'D)

C.

Basis of Consolidation

The consolidated financial statements include the financial statements of the Company and
its subsidiaties made up to March 31, 2020, Subsidiary is an entity over which the Group
has control. Control is the power to govern the financial and operating policies of an entity
80 as to obtain benefits from its activities. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether
the Group has control,

Subsidiary is consolidated from the date on which control is transferred to the Group.
They are de-consolidated from the date the control ceases.

The gain or loss on disposal of a subsidiary that results in a loss of control represents the
difference between (i) the fair value of the consideration of the sale plus the fair value of
any investment retained in that subsidiary and (ii) the Company’s share of the net assets of
that subsidiary plus any remaining goodwill relating to that subsidiary and any related
accumulated foreign currency translation reserve.

Intragroup transactions, balance and unrealised profits are eliminated. Unrealised losses
are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiary have been changes where necessary to
ensuze consistency with the policies adopted by the Group.

Non-controlling interests represent the equity in a subsidiary not attributable directly or
indirectly to the Company, and in respect of which the Group has not agreed any
additional terms with the holders of those interests which would result in the Group as a
whole having a contractual obligation in respect of those interests that meets the definition
of a financial liability. For each business combination, the Group can elect to measure any
non-controlling interests either at fair value or at their proportionate share of the
subsidiary’s net identifiable assets,

Non-controlling interests are presented in the consolidated statement of financial position
within equity, separately from equity attributable to the shareholders of the Company.
Non-coutrolling intetests in the results of the Group are presented on the face of the
consolidated statement of profit or loss and other comprehensive inconie as an allocation
of the total profit or loss and total comprehensive income for the year between non-
controlling interests and the shareholders of the Company.

Changes in the Group’s ownership interest 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 the controlling and non-controlling interests within consolidated equity to
reflect the changes in their relative interests in the subsidiary. Any difference between the
amount by which the non-controlling interest are adjusted and the fair value of the
consideration paid or received recognised directly in equity and attributed to the owners of
the Company.

In the Company’s statements of financial position, the investment in subsidiaries is stated

at cost less allowance for impairment losses. The results of subsidiaries are accounted for
by the Company on the basis of dividends received and receivable.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT'D}

d.

Property, Plant and Equipment

An item of property, plant and equipment is stated at cost or valuation less accumulated
depreciation and any impairment losses, The cost of an item of plant and equipment
comprises its purchase price and any direetly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditure incurred after items of
property, plant and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or loss and other
comprehensive income in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major inspection is capitalised in
the carrying amount of the asset as a replacement. Where significant parts of plant and
equipment are required to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates them accordingly.

Depreciation is calculated on a straight-line basis to write off the cost of each item of
property, plant and equipment to its tesidual value over its estimated useful life, as
follows: :

Leasehold land over the lease term

T.and use rights 30 years

Teasehold buildings over the useful life or lease term, whichever is shorter
Buildings over the useful life or lease term, whichever is shorter
Infrastructures 5 - 25 years

Leasehold improvement 3 years

Machineries 510 years

Furniture and fixtures 3~ 5 years

Motor vehicles 5 -8 years

Tools and equipment 3 -5 years

Office equipment 3 - 4 years

Computer equipment 3 years

Computer software 5 years

Land titles is stated at cost and not depreciated, Land titles represent building usage rights
of Taman Pasadenia Apartment at Jakarta (“Hak Milik atas Satuan Rumah Susun™) for a
maxinnun period of 20 years and could be extended.

An item of plant and equipment and any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from ifs use
or disposal, Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is
included in the statement of profit or loss and other comprehensive income when the asset
is derecognised.

The residual values, useful lives and methods of depreciation of plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT'I)

Goodwill

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

After initial recognition, goodwill is measured at cost less any accumulated impairment
losses. Goodwill is tested for impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be impaired. The Group performs its
annual impairment test of goodwill as at the end of the reporting period.

For the purpose of impairment testing, goodwill acquired in a business combination is,
frotn the acquisition date, allocated to each of the Group’s cash-generating units, or groups
of cash-generating units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group are assigned to
those units or groups of units.

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

Where goodwili has been allocated to a cash-generating unit (or group of cash-generating
units) and part of the operation within that unit is disposed of, the goodwill associated
with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on the disposal, Goodwill disposed of in these circumstances
is measured based on the relative value of the operation disposed of and the portion of the
cash-generating unit retained.

Inventories
Inventories are assets which are held for sale in the ordinary course of business.

Inventories are carried at the lower of cost and net realisable value, after making due
allowance for any obsolete or slow moving items.

Net realisable value is based on estimated selling prices less any further costs expected to
be incurred. When inventories are sold, the camrying amount of those inventories is
recognised as an expense in the period in which the related revenue is recognised.

The amount of any write-down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the write-down or loss occurs. The
amount of any reversal of any write-down of inventories is recognised as a reduction in
the amount of inventories recognised as an expense in the period in which the reversal
OCCcurs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

g

Impairment of Non-Financial Assets

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

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

An assessment is made at the end of each reporting period as to whether there is an
indication that previously recognised impairment losses may no longer exist or may have
decreased. If such an indication exists, the recoverable amount is estimated. A previously
recognised impairment foss of an asset other than goodwill is reversed only if there has
been a change in the estimates used to determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount that would have been determined (net
of any depreciation/amortisation} had no impairment loss been recognised for the asset in
prior years. A reversal of such an impairment loss is credited to the statement of profit or
loss and other comprehensive income in the period in which it arises, (only if there are
revalued assets in the consolidated financial statements) unless the asset is carried at a
revalued amount, in which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.

h. Financial Instroments

(i} Financial assets

Tinancial assets of the Group are classified, at initial recognition, as subsequently
measured at amortised cost or fair value through other comprehensive income.

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

PRINCIPAL ACCOUNTING POLICIES (CONT'D)

h. Financial Instruments

(1)

Financia} assets (Cont’d)

In order for a financial asset to be classified and measured at amortised cost or fair
value through other comprehensive income, it needs to give rise to cash flows that
are solely payments of principal and interest (“SPPI”) on the principal amount
outstanding. Financial assets with cash flows that are not SPPI are classified and
measured at fair value throngh profit or loss, itrespective of the business model,

The Group’s business model for managing financial assets refers to how it manages
its financial assets in order to generate cash flows. The business model determines
whether cash flows will result from collecting contractual cash flows, selling the
financial assets, or both. Financial assets classified and measured at amortised cost
are held within a business model with the objective to hold financial assets in order
to collect contractual cash flows, while financial assets classified and measured at
fair value through other comprehensive income are held within a business model
with the objective of both holding to collect contractual cash flows and selling.
Financial assets which are not held within the aforementioned business models are
classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade
date, that is, the date that the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or convention in the
marketplace.

Subsequent measurement

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

Financial assels al amoriised cost (debt instruments)
Financial assets at amortised cost are subsequently measured using the effective
interest method and are subject to impairment. Gains and losses are recognised in the

statement of profit or loss and other comprehensive income when the asset is
derecognised, modified or impaired.
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NOTES TO THE CONSOLIDATED FINANCIAT, STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

h. Financial Instruments

)

Financial assets (Cont’d)

Financial assets designated ai faiv value through other comprehensive income
(equity investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity
investments as equity investments designated at fair wvalue through other
comprehensive income when they meet the definition of equity under HKAS 32
Financial Instruments; Presentation and are not held for trading. The classification is
determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the statement of
profit or loss and other comprehensive income. Dividends are recognised as other
income in the statement of profit or loss and other comprehensive income when the
right of payment has been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the amount of the dividend
can be measured reliably, except when the Group benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which case, such gains are
recorded in other comprehensive income. Hyuity investments designated at fair value
through other comprehensive income are not subject to impairment assessment.

Derecognition of financial assels

A financial asset {or, where applicable, a part of a financial asset or part of a group
of similar financial assets) is primarily derecognised (i.e., removed from the Group’s
consolidated statement of financial position) when:

e the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material
defay to a third party under a “pass-through™ arrangement; and either (a) the
Group has transferred substantially all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained substantiaily ail the risks and
rewards of the asset, but has transferred control of the asset.

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

Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could be required to repay.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT’D)

h. Financial Instruments (Cont’d)

(if) Impaitment loss on financial assets

The Group recognises loss allowances for expected credit loss (“ECLs”) on trade
receivables and financial assets measured at amortised cost. The ECLs are measured
on either of the following bases:

(1) 12 months ECLs: these are the ECLs that result from possible default events
within the 12 months afler the reporting date; and

(2) lifetime ECLs:  these are ECLs that result from all possible default events over
the expected life of a financial instrument. The maximum
period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit
risk. '

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured
as the difference between all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that the Group expects to receive.
The shortfall is then discounted at an approximation to the assets® original effective
interest rate, '

The Group has elected to measure loss allowances for trade receivables using
HEFRS 9 simplified approach and has calculated ECLs based on lifetime ECLs. The
Group has established a provision matrix that is based on the Group’s historical
credit loss experience, adjusted for forward-looking factors specific to the debtors
and the economic environment,

For other debt financial assets, the BCLs are based on the 12 months ECLs.
However, when there has been a significant increase in credit risk since origination,
the altowance wiil be based on the Hfetime ECLs. :

When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating ECLs, the Group
considers reasonable and suppottable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative
information analysis, based on the Group’s historical experience and informed credit
assessment and inchading forward-looking information.

Interest income on credit-impaired financial assets is calculated based on the
amortised cost (i.e. the gross carrying amount less loss allowance) of the financial
assel. For non credit-impaired financial assets interest income is caloulated based on
the gross carrying amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT'D)

h. Financial Instruments (Cont’d)

(iify Financial liabilities

Initial recognition and measurement

Financial liabilities of the Group are loans and borrowings. All financial liabilities
are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Subsequen! measurement

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortised cost, using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they are stated at cost. Gains and
losses are recognised in the statement of profit or loss and other comprehensive
income when the liabilities are derecopnised as well as through the effective interest
rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in finance costs in the statement -
of profit or loss and other comprehensive income .

Effective interest method

The effective interest method is a method of calculating the amortised cost of a
financial asset or financial liability and of allocating interest income or interest
expense over the relevant period. The effective interest rate is the rate that exacily
discounts estimated future cash receipts or payments through the expected life of the
financial asset or liability, or where appropriate, a shorter period.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the lability is
discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantiaily
modified, such an exchange or modification is treated as a derecognition of the
original liability and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the statement of profit or loss and other
comprehensive income.
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PRINCIPAL ACCOUNTING POLICIES (CONT’D)

i

Offsetting of financial instroments

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

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand and short-term, highly Hquid
investments that are readily convertible info known amounts of cash and which are subject to
an insignificant risk of changes in value. Bank overdrafls that are repayable on demand and
form an integral part of the company's cash management are also included as a component of
cash and cash equivalents for the purpose of the cash flow statement.

Leases
(A) Upon application of IFRS 16 in accordance with transitions in note 2b’

Definition of a lease

Lease is a contract 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,

For contracts entered into or modified or arising from business combinations on or after
the date of initial application, the Group assesses whether a contract is or contains a lease
based on the definition under TFRS 16 at inception, modification date or acquisition date,
as appropriate. Such contract will not be reassessed unless the terms and conditions of
the conlract are subsequently changed.

The Group as lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or non-
lease components, the Group allocates the consideration in the contract to cach lease
component on the basis of the relative stand- alone price of the lease component and the
aggregate stand-alone price of the non-lease components.

The Group also applies practical expedient not to separate non-lease components from
lease component, and instead account for the lease component and any associated non

lease components as a single lease component,

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to leases of food centres
that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option. It also applies the recognition exemption for lease of low-
value assets, Lease payments on short-term leases and leases of low-value assets are
recognised as expense on a straight-line basis or another systematic basis over the lease
term.
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PRINCIPAL ACCOUNTING POLICIES (CONT’D)

k.

Leases (Cont’d)

{A) Upon application of IFRS 16 in accordance with transitions in note 2b (cont’d)

The Group as lessee (cont’d)

Right-of-use assets

The cost of right-of-use asset includes:

e  the amount of the initial measurement of the lease liability;

e any lease payments made at or before the commencement date, less any lease
incentives received;

e  any initial direct costs incurred by the Group; and

e  an estimate of costs to be incurred by the Group in dismantling and removing
the underlying assets, 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.

Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilities,

Right-of:use assets in which the Group is reasonably certain to obtain ownership of
the underlying leased assets at the end of the lease term are depreciated from
commencement date to the end of the useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and
the lease term.

The Group presents right-of-use assets as a separate line item on the consolidated
statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 Financial Instruments
(“HKFRS 9”) and initially measured at fair value. Adjustments to fair value at initial
recognition are considered as additional lease payments and included in the cost of
right-of-use assets. ‘
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT D)

k.  Leases (Cont’d)
(A) Upon application of IFRS 16 in accordance with transitions in note 2b (cont’d)

The Group as lessee (cont’d)

Lease liabilities

At the commencement date of a Jease, the Group recognises and measures the lease
liability at the present value of lease payments that are unpaid at that date. In
calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the
fease is not readily determinable,

Lease payments included in the measurement of the lease liability comprise:

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

¢  variable lease payments that depend on an index or rate, initially measured
using the index or rate at the commencement date;

* the amount expected to be payable by the lessee under residual value guarantees;

e the exercise price of purchase options, if the lessee is reasonably certain to
exercise the options; and

¢ payments of penalties for terminating the lease, if the lease term reflects the
exercise of an option to terminate the lease.

After the commencement date, lease liabilities are adjusted by interest accretion and
lease payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the
related right-of-use assets) whenever:

¢ the lease term has changed or there is a change in the assessment of exercise of
a purchase option, in which case the related lease Hability is remeasured by
discounting the revised lease payments using a revised discount rate at the date
of reassessment.

e the lease payments change due to changes in market rental rates following a
market rent review/expected payment under a guaranteed residual value, in
which cases the related lease liability is remeasured by discounting the revised
lease payments using the initial discount rate.

The lease liabilities are presented as a separate line in the consolidated statement of
financial position.
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PRINCIPAT, ACCOUNTING POLICIES (CONT*D)

k.

Leases (Cont’d}

(A} Upon application of IFRS 16 in accordance with transitions in note 2b (cont’d)

(B)

The Group as lessee (cont’d)

Lease modifications

The Group accounts for a lease modification as a separate lease if!

e the modification increases the scope of the lease by adding the right to use one
ar more underlying assets; and

¢ the consideration for the leases 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.

For a lease modification that is not accouated for as a separate lease, the Group
remeasures the lease liability based on the lease term of the modified lease by
discounting the revised lease payments using a revised discount rate at the effective
date of the modification.

The Group- accounts for the remeasuremeni of lease liabilities by making
corresponding adjustrments to the relevant right-ofuse asset, When the modified
contract contains a lease component and one or more additional lease or non-lease
components, the Group allocates the consideration in the modified contract to each
lease component on the basis of the relative stand-alone price of the lease component
and the agpregate stand-alone price of the non-lease components,

Prior to January 1, 2019
Leases are classified as finance lease whenever the terms of the lease transfer

substantially all the risks and rewards of ownership to the lessee. All other leases are
classified as operating leases.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT’I))

k.

Leases (Cont’d)
(B} Prior to January 1, 2019 (Cont’d)
The Group as lessee

Operating lease payments are recognised as an expense on a straight-line basis over
the lease term, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are recognised as an expense in the
period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such
incentives are recognised as a liability, The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-line basis, except where
another systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.

Lease payments are apportioned between finance expenses and reduction of the lease
obligation so as to achieve a constant rafe of interest on the remaining balance of the
liability. Finance expenses are recognised immediately in profit or loss, unless they
are directly attributable to qualifying assets, in which case they are capitalised in
accordance with the Group’s general policy on borrowing costs (see the accounting
policy below). Contingent rentals are recognised as expenses in the periods in which
they are incurred.

Provisions and contingent liabilities

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

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

The Group provides for warranties in relation to the sale of certain industrial products and
the provision of construction services for general repairs of defects occurring during the
warranty period. Provisions for these assurance-type warranties granted by the Group are
recognised based on sales volume and past experience of the level of repairs and returns,
discounted to their present values as appropriate.

A contingent liability recognised in a business combination is initially measured at its fair
value. Subsequently, it is measured at the higher of (i} the amount that would be
recognised in accordance with the general policy for provisions above; and (i) the
amount initially recognised less, when appropriate, the amount of income recognised in
accordance with the policy for revenue recognition.
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PEARL, GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT'D)

.

®

Revenue Recognition

Revenue from contracts with customers is recognised when control of goods or services is
transferred to the customers at an amount ‘that reflects the consideration to which the
Group expects to be entitled in exchange for those goods or services, excluding those
amounts collected on behalf of third parties. Revenue excludes value added tax or other
sales taxes and is after deduction of any trade discounts,

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

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

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

e 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,

" If control of the goods or services transfers over time, revenue is recognised over the

period of the contract by reference to the progress towards complete satisfaction of that
performance obligation, Otherwise, revenue is recognised at a point in time when the
customer obtains control of the goods or service. Otherwise, revenue is recognised at a
point in time when the customer obtains control of the goods or service.

When the contracl contains a financing component which provides the customer a
significant benefit of financing the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of the amounts receivable,
discounted using the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract inception. Where the contract
containg a financing component which provides a significant financing benefit to the
Group, revenue recognised under that contract includes the interest expense acereted on
the contract liability under the effective interest method. For contracts where the period
between the payment and the transfer of the promised goods or services is one year or
less, the transaction price is not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15,

Sales of goods

Revenue from sales of goods is recognised when the customers have obtained contrel of
the goods, being when the goods are delivered to the respective customers’ specific
locations and have been accepted by the customers, and the corresponding trade
receivable are recognised as this represents the point in time at which the right to
consideration becomes unconditional, as only the passage of time is required before
payment is due. There is generally only one performance obligation,
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

m. Revenue Recognition {Cont’d)

(if) Service income

Service income is recognised when the services are rendered as the criteria of
recognizing revenue over time is not met.

Further details of the Group’s other income recognition policies are as follows:

e Interest income from bank deposit is accrued on a time proportion basis on the
principal outstanding and at the rate applicable,

»  Claims and recovery is recognised when the Group is entitled to the income.
e  Other income is recognised on a receipt basis,
e Sampling income is recognised when samples are delivered to buyers.
Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs
from net profit as reported in the staiement of profit or loss and other comprehensive
income because it excludes items of income and expense that are taxable or deductible in
other years, and it further excludes items that are never taxable and deductible,

Deferred tax is the tax expected to be payable or recoverable on differences between the
catrying amounts of assets and labilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax [iabilities are generally recognised
for all taxable temporary differences, and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from the initial recognition of specific assets and Habilities in a
transaction that affects neither the tax profit nor the accounting profit.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset realised. No deferred tax asset has been recognised on the
unused tax losses due to the infeasibility to predict the availability of future taxable profit
for offsetting such deductible timing differences.

Deferred tax, if material, is charged or credited in the statement of profit or loss and other
comprehensive income.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT D)

n. Taxation (Cont’d)

For the purposes of measuring deferred tax for leasing transactions in which the Group
recognized the right-of use assets and the related leased liabilities, the Group first
determines whether the tax deductions are attributable to the right-of-use or the lease
liabilities.

For the leasing transactions in which the tax deductions are attributable to the lease
liabilities, the Group applies HKAS [2 Income Taxes requirements to right-of use assets
and lease liabilities separately. Temporary differences relating to right-of-use assets and
lease liabilities are not recognized at initial recognized and over the lease terms due to
application of the initial recognition exemption.

Emplovee Benefits Obligation

Policy for the Group’s operation in the Republic of Indonesia

The Group determines its post-employment benefits obligation under the Labor Law of
the Repubtic of Indonesia No. 13/2003. The cost of providing post-employment benefits is
determined using “Projected Unit Credit” method. Actuarial gains or losses are recognized
as income or expense when the net cumulative unrecognized actuarial gains and Josses at
the end of the previous reporting year exceeded the higher of 10% of the defined benefit
obligation and 10% of the fair value of plan assets at that date. These gaing or losses are
recognised on a straight-line basis method over the expected average remaining working
lives of the employees. Past service cost ariging from the introduction of a defined benefit
plan or changes in the benefits obligation of an existing plan are required to be amortized
over the period until the benefits concerned become vested.

Policy for the Group's operation in the Socialist Republic of Vietnam

The severance allowance for employees is accrued at the end of each reporting period for
all employees having worked at the Group for full 12 months and above. Working time
serving as the basis for calculating severance allowance shall be the total actual working
time subtracting the time when the employees have made unemployment insurance
contributions as prescribed by law, and the working time when severance allowance has
been paid to the employees. The allowance made for each year of service equals {o a half
of an average monthly salary under the Vietnamese Labour Code, Social Insurance Code
and relevant guiding documents, The average monthly salary used for calculation of
severance allowance shall be adjusted to be the average of the 6 consecutive months
nearest to the date of the financial statements at the end of each reporting period. The
increase or decrease in the accrued amount shall be recorded in the statement of profit or
loss or other comprehensive income.
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PEARL GLOBAL (HK) LIMITED -

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (CONT'DD)

Q.

Employee Benefits Obligation (Cont’d)

Policy for the Group's operation in the Hong Kong Special Administrative Region of the
People's Republic of Ching

The Group participates in Mandatory Provident Fund Scheme (“MPF Scheme”) for its
employees in Hong Kong. The MPF Scheme is registered with the Mandatory Provident
Fund Scheme Authority under the Mandatory Provident Fund Schemes Ordinance. The
assets of the- MPT Scheme are held separately from those of the Group in funds under the
control of an independent trustee, Pursuant to the rules of the MPF Scheme, each of the
employer and employees are required to make conlributions to the scheme at rates
specified in the rules.

The MPF Scheme is a defined contribution plan and the Group is only obliged to make the
required contributions under the scheme. No forfeited contribution is available to reduce
the contribution payable in the future years.

The retirement benefit cost arising from the MPT Scheme charged to the consolidated
statement of profit or loss and other comprehensive income represent contribution payable

to the funds by the Group in accordance with the rules of the MPF Scheme.

Employment Ordinance Long Service Payments

The Group’s employees in Hong Kong who have completed the required number of years
of service to the Group are eligible for long service payments under the Hong Kong
Employment Ordinance in the event of the termination of their employment. The Group is
liable to make such payments in the event that such a termination of employment meets
the circumstances specified in the Employment Qrdinance.

No provision is provided in the financial statements in respect of the probable future long
service payments expected to be made on the grounds that the provision for the current
and prior year are negligible in comparison to the Group’s overall financial position.

Borrowing Costs

Interest and other borrowing costs incurred in connection with the borrowing of funds are
recognised as expenses in the period in which they are incuarred.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES (CONT’D)

r.

Translation of Foreign Currency

(1)

| (i)

Functional and presentation currency

Items inecluded in the consolidated financial statements of the Group are measured
using the currency of the primary cconomic enviromment in which the entity operates
(“the functional currency”). The consolidated financial statements are presented in
United States Dollars (“US$™), which is the -Group’s functional and presentation
currency.

Transactions and balances

Foreign currency transactions are iranslated into the functional cumrency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the consolidated statement of profit or loss and other
comprehensive income.

(iii} Growp companies

The resuits and financial position of all the group enfities {(none of which has the
currency of a hyperinflationary econoray) that have a functional currency different
from the presentation currency are franslated into the presentation currency as
follows:

(i} assets and liabilities for each statement of financial position presented are
translated at the exchange rate adopted by the directors which is closely
commensurate with the prevailing year-end exchange rates at the date of that
statement of financial position;

(if) income and expenses for each income statement are translated at the exchange
rate adopted by the directors which is closely commensurate with the
prevailing average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates
of the transactions); and

{(iii) all resulting exchange differences are recognised in other comprehensive
incone.

On consolidation, exchange differences arising from the translation of the net investment
in foreign entities, and of borrowings and other currency instroments designated as hedges
of such investments, are taken to other comprehensive income. When a foreign operation
is partially disposed of or sold, such exchange differences are recognised in the
consolidated statement of profit or loss and other comprehensive income as part of the gain
or loss on sale.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES {(CONT’D)

5.

Related Parties

A related party is a person or entity that is related to the Group.

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

®)

person:

(i)  has control or joint control over the Group;

(ii) has significant influence over the Group; or

(iti} is a member of the key management personnel of the Group or a parent of the
Group.

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

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

(i) 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).

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

(iv} One entity is a joint venture of a third entity and the other entity is an associate
of the third entity, _

(v) The entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group. If the Group is itself such a
plan, the sponsoring employers are also related to the Group.

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

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

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

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

@
(i1}
(i)

that person's children and spouse or domestic partner;
children of that person's spouse or domestic partner; and
dependants of that person or that person's spouse or domestic partner.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CAPITAL MANAGEMENT

The Group’s objectives when managing capital are:

(i} To safeguard the Group’s ability to continue as a going concern, so that it continues
to provide returns for shareholders and benefits for other stakeholders;

(i) To support the Group’s stability and growth; and

(iil) To provide capital for the purpose of strengthening the Group’s risk management
capability.

The Group manages its capital structure and makes adjustments to it in light of changes in
economic conditions, The Group actively and regularly reviews and manages its capital
structure to ensure optimal capital structure and sharcholder returns, taking into consideration
the future capital requirements of the Group. In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to sharcholders, retumn capital to
shareholders, issue new shares, or sell assets to reduce debt. No changes in the objectives,
policies or processes for managing capital were made during the years ended March 31, 2020
and March 31, 2019.

CRITICAL. ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

Judgements

In the process of applying the Group’s accounting policies, management has made the
following judgements, apart from those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Revenue from contracts with customers

The Group assesses its revenue arrangements against specific criteria, i.e. whether it has
exposure to the significant risks and rewards associated with the sale of goads & rendering of
services, in order to defermine if it is acting as a principal or as an agent. The Group has
concluded that it is operating on a principal to principal basis in all its revenue arangements.

The Group applies judgement to determine whether each product or service promised to a
customer are capable of being distinet, and are distinet in the context of contract, if not the
promised services are combined and accounted as a single performance obligation.

For performance obligation where control is transferred over the time, revenues are
recognised by measuring progress towards completion of the performance obligation. The
selection of the method to measure progress towards completion requires judgement and is
hased on the nature of the promised service to be rendered.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. CRITICAL, ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONT’D)

Provision for expected credit loss on trade receivables

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

Depreciation on plant and equipment

Depreciation on the Group’s plant and equipment is calculated using the straight-line
method to allocate cost up to residual values over the estimated useful lives of the assets.
Management reviews the useful lives and residual values periodically to ensure that the
method and rate of depreciation are consistent with the expected pattern of realisation of
economic benefits rates of depreciation are consistent with the expected pattern of
realization of economic benefits from plant and equipment. The accounting estimate of the
useful lives of plant and equipment is based on historical experience, taking into account
anticipated technological changes,

5. REVENUE, OTHER INCOME AND GAINS

2020 2019
Revenue and other income recognised USs$ Uss
during the year are as follows:
Revenue
Sales 124,158,387 117,751,267
Other income
Bank interest income 27,119 35,632
Other interest income 119,025 124,825
Claim and recovery 75 1,000
Sampling income - 31,403
Sundry income 1,482,941 460,569
1,629,160 653,429
125,787,547 118,404,696
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6. FINANCE COSTS

7.

12020 2019
US$ US$
Bank loan interests 642,064 478,555
Bank overdraft interests 52,743 47,580
Interest on lease liabilities 8,211 -
703,018 526,135
PROFIT BEFORE TAXATION
2020 2019
Uss USS
Profit before taxation is stated after charging/(crediting):
Amortisation of long-term prepayment 81,929 65,234
Bad debt . - 42,594
Depreciation of property, plant and equipment 936,425 662,390
Depreciation of right-of-use assets 270,171 -
-Foreign exchange losses, net 34,586 14,899
Gain on disposal of property, plant and equipment, net (18,251) (11,328)
Impairment on inventories 32,287 -
Rental payment under operating lease # 583,128 931,159
Staff costs (including directors' remuneration}
- Salaries and allowance * 17,900,088 16,710,014
- MPF contribution 22,549 25,934
- Employee benefit 78,332 207,953
Write-off of other receivable - 48,324

#  Rental payment under operating lease of US$414,640 (2019:US$395,894) has been
charged to cost of sales in the consolidated statement of profit or loss and other
comprehensive income, US$168,488 (2019:US$535,265) has been charged to
operating expenses in the consolidated statement of profit or loss and other

comprehensive income.

*  Salaries of 12,598,219 (2019:U8%$11,286,885) has been charged to cost of sales in
the consolidated statement of profit or loss and other comprechensive income,
US$5,301,869 (2019: US$5,423,129) has been charged to staff costs in the

consolidated statement of profit or loss and other comprehensive income.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DIRECTORS” REMUNERATION

Remuneration of the directors of the Group disclosed pursuant to section 383(1) of the
Hong Kong Coempanies Ordinance and Part 2 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation are as follows:

2020 201
USs USSH
Emoluments:
Acting as directors - -
Provision of management services 60,000 60,000
Retirement benefits - i
60,000 60,000

Note: The amount is remuneration of a director of a subsidiary and recorded in the
account of subsidiary.

TAXATION

Hong Kong profits tax has not been provided since the Company has no assessable profit
for the year. Income tax of subsidiaries has been provided at the prevailing rate of the
countries in which the subsidiaries operates.

2020 2019
USs$ Uss
Hong Kong Profits tax:
Current year - -
Underprovision/{Overprovision) in prior years - (2,571)
Overseas income tax:
Current year 91,170 212,626
Underprovision/(Overprovision) in prior years 92 -
Overseas deferred tax 3,273 {34,228)
94,535 175,827

-41 -




9.

PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

TAXATION (CONT'D)

a.

The tax charge for the year can be reconciled to the profit per consolidated statement of
profit or loss and other comprehensive income as follows:

2020 2019

Uss Us$
Profit before taxation 794,793 767,015
Tax at the domestic income tax rate 212,549 76,216
Tax effect of expenses that ére not deductible 85,313 21,334
Tax effect of income that are not taxable (9,162) (11,1200
Tax effect of other temporary difference 3,103 -
Tax effect of net tax allowance claimed (26,977) 14,162
Utilisation of tax loss (36,776) -
Tax effect of tax loss not recognised 60,923 497,214
Underprovision/{Overprovision) in prior years 92 (2,571)
Deemed income subject to overseas taxation {197,803) (385,180)
Current year deferred tax 3,273 (34,228)
Taxation expense for the year 94,535 175,827

The following is the analysis of deferred tax assets/(liabilities) presented on the
consolidaied statement of financial position.

2020 2019
US$ Us§
Subsidiary:
Balance as at April 1 150,354 117,667
Amount (credited)/charged to operating expenses (3,273) 34,226
Amount credited to other comprehensive income (30,878) {1,542)
Balance as at March 31 116,203 150,354
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11, FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

2020 2019
US$ | US$
Structured product 1,258,760 1,897,761
12, OTHER INVESTMENT AT AMORTISED COST
2020 2019
US$ Uss
Keyman insurance policy 2,643,275 2,643,275

The key man insurance policy was pledged to bank to secure for banking facilities granted
to the Group as disclosed in Naote {33} to the consolidated financial statements.

13, LOAN RECEIVABLES

The loans to third parties are unsecured, bear interest rate of 2% - 2.5% per annum, and arc
repayable on or before December 31, 2022 and March 31, 2023,

14, RIGHT-OF-USE ASSETS

Office
Cost | US$
At 1/4/2019 and 31/3/2020 393,218
Accumulated Depreciation .
At 1/4/2018 and 31/3/2019 -
Charges for the year 270,171
At 31/3/2020 270,171
Net Caying Amownt T
At 31/3/2020 123,047

.45 .




14.

15.

16

PEARI, GL.LOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RIGHT-OF-USE ASSETS (CONT’LY)

The lease terms of the offices range from 2 to 4 years. Depreciation is provided to write off
the cost of items of right-of-use assets over their expected useful Hves using straight line
method. When there is no reasonable certainty that ownership will be obtained by the end of

the lease term, the assets are depreciated over the lease term,

The Group does not have the option to purchase the right-of-use assets for a nominal amount

at the end of the lease terms.

Lease liabilities of approximately HI$125,614 are recognised with related right-of-use assets
of approximately IIK$123,047 as at March 31, 2020, The lease agreements do not impose
any covenants other than the security interests in the leased assets that are held by the lessor.

Lease assets may not be used as security for borrowing purposes,

GOODWILL 2020 2019
UsS USs$
Carrying amount at March 31 1,932,750 1,932,750

INVENTORIES
2020 2015
US$ US$

Cost:

Goods In transit 353,055 143,560
Raw materials 1,487,206 234,715
Work in progress 3,953,149 3,218,969
Finished goods 201,438 473,727
6,084,848 4,070,971
Less: Provision for impairment loss on inventories {32,287) -
Net carrying amount of inventories 6,052,561 4,070,971

At the end of reporting period, mventories amounting to US$2,000,000 (2019; US$2,000,000)
are used as coltateral for part of the bank facilities as disclosed in Note (23) and (33) to the

consclidated financial statements.
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PEARIL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. TRADE AND OTHER RECEIVABLES

Trade receivables (Note (a)(b))
- Third parties
- Related parties (Note ¢)

Other receivables

Note (a): At March 31, the aging analysis of trade receivables
that are not imparied is as follows:

Current

Past due less than 30 days
Past due 30 to 180 days
Past due 181 days to | year
Past due more than 1 year

2020 2019
US$ USS$
19,003,029 21,864,568
4,702,441 36,994
23,705,470 21,901,562
1,441,268 463,871
25,146,738 22,365,433
US$ US$
19,505,256 13,399,052
2,076,504 8,025,313
2,072,610 466,538
47,528 .
3,572 10,659
23,705,470

21,901,562

Note (b): At the end of reporting period, party of the trade receivables are used as collateral for
bank facilitics as disclosed in Note (23) and (33) to the consgolidated financial

statements,

Note (¢): Trade receivables from related parties derived solely from ordinary business
transactions. The amounts are interest-free, unsecured and repayable within credit term.

18. CASH AND CASH EQUIVALENTS

Cash and bank balances

2020
USss

6,107,550

o
o)
—
D

Uss

4,111,289
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19. AMOUNTS DUE TO ULTIMATE HOLDING COMPANY/FELLOW SUBSIDIARIES

The amounts due to ultimate holding company/fellow subsidiaries are unsecured, interest-

free and have no fixed terms of repayment.

20, TRADE AND OTHER PAYABLES

Trade payables (Note (a))
Third parties
Related party (Note (b))

Other payables
Third parties
Related party (Note (b))

Accruals

Note (a):
Aging analysis of trade payables is as follows:

Due for payment:
Not later than one year

2020 2019
Us$ US$
2,766,960 1,774,133
285,550 -
3,052,510 1,774,133
1,195,610 604,701
13,210 -
1,208,820 604,701
1,327,051 1,457,042
5,588,381 3,835,876
3,052,510 1,774,133

Note (b):  Trade payables due to a related party derived solely from ordinary business
transactions, The amounts are interest-free, unsecured and repayable within

credit term,

-49 -
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22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PEARL GLOBAL (HK) LIMITED

LEASE LIABILITIES

The following table shows the remaining contractual maturities of the Group’s lease liabilities
at the end of the current and previous reporting periods and at the date of transition to HKFRS

16;

Within 1 year

In the second to fifth year inclusive

Less: total future interest expenses

OBLIGATION UNDER FINANCE LEASE

020
Present value
of the Total
minimum mnimum
lease lease
payments payments
US$ Uss
94,457 96,391
31,157 31,857
125,614 128,248
(2,034)
125,614

The carrying amount of the obligation under finance lease at the end of reporting period is

analysed as follows:

Amount repayable within one year
Amount repayable in the 2nd year

-50-

2020 2019
Uss$ uUs$

4,009 23,007
3,039 3,835
26,842

7,048




PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23, SECURED BANK BORROWINGS

The carrying amount of the secured bank borrowings at the end of reporting period is
analysed as follows:

Q20 2019
Us$ US$
Amount repayable within one year
Discounted bills and trust receipt loans 9,812,350 9,580,836
Term loans 4,253 478 1,167,596
14,065,828 10,748,432
Amount not repayable within one year but
contain a repayment on demand clause
Term loans
Amount repayable in the 2nd year 1,549,701 1,202,647
Amount repayable in the 3rd to 5th years 1,530,884 2,697,459
- Amount repayable in the 5th year : 1,808,744 2,121,097
4,889,329 6,021,203

18,955,157 16,769,635

(@ The amounts due are based on the scheduled repayment dates set out in the loan
agreements and ignore the effect of any repayment on demand clause,

(b} The bank borrowing facilities are secured by part of the Group’s machineries,

inventories and frade receivables, corporate guarantee of the ultimate holding
company and a fellow subsidiary and directors’ personal guarantee.

24, UNSECURED BANK BORROWING

The unsecured bank borrowing is interest-bearing and repayable within one year.

25, SHARE APPLICATION MONEY

Share application money represents the fund advanced by a fellow subsidiary. The amount is
unsecured, interest-free and will convert into share capital upon the completion of share
allotment.
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26.

27.

28.

PEARIL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

LOAN FROM A NON-CONTROLLING INTEREST/AN EX-DIRECTOR OF A

SUBSIDIARY/A DIRECTOR OF A SUBSIDIARY

As at March 31, 2020 and 2019, the loan from a non-controlling interest is unsecured, interest
free and not expected to be fully repayable within the coming twelve months from the end of

the reporting periad.

As at March 31, 2020, loan from a director was reclassified as loan from an ex-director which
is unsecured, interest free and expected to be fully repayable within the coming twelve months

from the end of the reporting period.

EMPLOYEE BENEFITS OBLIGATION

At April 1

Amounts charged to operating expenses

Amounts credited to other comprehensive income
Payment during the year

Effects of foreign exchange rate changes .

At March 31

SHARFE CAPITAL

Issued and fully paid:
1,610,000 ordinary shares

2020 2019
- US$ Uss$
666,362 541,273
66,710 135,966
(123,510) (6,169)
(22,781) (2,873)
(677) (1,835)
586,104 666,362
2020 2019
Us$ Uss
9,060,000 9,060,000

The holder of ordinary shares is entitled to receive dividends as declared from time to time and
are entitled to one vote per share at meetings of the Company. All ordinary shares rank equally

with regard to the Company’s residual assets.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29, COMPANY -LEVEL STATEMENT OF FINANCIAL POSTIION OF THE COMPANY

Non-Current Assets
Property, plant and equipment
Interests in subsidiaries
Other investinent at amortised cost
Loans recefvables '
Right-of-use assets

Current Assets
Depasits and prepayments
Trade and other receivables
Cash and cash equivalents

Curzent Liabilities
Amounts due to fellow subsidiaries
Amgunt due to ulfimate holding company
Trade and other paysbles -
Lease liahijities
Secured bank borrowings
Bank overdrafts

Nel Current Ligbilities
Non-Current Lisbilities
Lease liabilities
NET ASSETS
EQUITY
Share cupital
Retpined eamings

TOTAL EQUITY

:

(29a)

APPROVED BY THE BOARD OF DIRECTORS ON

BEHALFE OF THE BCARD BY:

o

Deepak Kumar SEFH
Diractor

-53.

2020 2019
Uss Uss
7481 25,002
19,864,508 17.185,969
2,643,275 2,643,275
3,233,359 3,289,721
123,047 -
25,872,070 23,143,967
126,961 146,148
16,406,690 14,950,849
3,968,912 3,006,516
20,502,563 18,193,513
16,496,322 12,909,774
2,689,554 3,656,957
524,482 853,087
94,457 .
12,067,448 11,120,109
949,365 488,677
32,821,628 29,028,604
(12,319,065 (10,835,091
31,157
13,521,848 12,408,876
9,060,000 5,060,000
4,461 48 3,248,876
13,521,848 12,308,876
AND SIGNED ON

Pulkit SETH
Director
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2%, COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION OF THE COMPANY

30.

(CONT’'D)

(b) MOVEMENT IN THE EQUITY OF THE COMPANY

At April 1, 2018

Total comprehensive for the year
At March 31, 2019

Total comprehensive for the year

At March 31, 2020

FINANCE INSTRUMENTS

Risk management

Share Retained
capital earnings Total
Uss US$ s
9,060,000 878,173 9,938,173
- 2,370,703 2,370,703
9,060,000 3,248,876 12,308,876
- 1,212,972 1,212,972
9,060,000 4,461,848 13,521,848

The Group is exposed to financial risks through its use of financial instruments in its
ordinary course of operations and in its investment activities. The financial risks include
credit risk, foreign currency risk, liquidity risk and interest rate risk. ‘

Policies for managing these risks are set by the Group’s board of directors, The overall
objectives in managing financial risks focus on securing the Group’s short to medium term
cash flows by minimising its exposure to financial markets, Long term financial investments
are managed to generate lasting returns with acceptable risk levels.

It is not the Group’s policy to actively engage in the trading of financial instruments for

speculative purposes.
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PEARL GLOBAL (HK) LIMITED

- NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCE INSTRUMENTS (CONT’D)

{a} Categories of financial assets and financial [abilities

The carrying amounts presented in the statement of financial position relate to the
following categories of financial assets and financial liabilities,

2020 2019
Us$ Us$
Financial assets
Financial assets at faire value through other
comprehensive income 1,258,760 1,897,761
Financial assets measured at amortised cost
Qther investment at amortised cost 2,643,275 2,643,275
Loan receivables 3,233,359 3,289,721
Deposits (non-current) 184,934 147,798
Deeposits (current) 34,912 77,722
Trade and other receivabies 25,146,738 22,365,433
Cash and cash equivalents 6,107,550 4,111,289
37,350,768 32,635,238
38,609,528 34,532,999
Financial liabilities
Financial liabilities measured at amortised cost
Amount due io uitimate holding company 2,465,463 3,248,425
Arounts due to fellow subsidiaries 16,924,951 13,256,858
Trade and other payables 5,588,381 3,835,876
Obligations under finance lease 7,048 26,842
Secured bank borrowings 18,955,157 16,769,635
Unsecured bank borrowing - 346,460
Bank overdrafts 1,633,117 488,677
Lease liabilities 125,614 -
Share application money 1,327,748 482,716
Loan from a non-controlling interest 80,000 80,000
Loan from a director of a subsidiary - 110,600
Loan from an ex-director of a subsidiary 30,000 -
47,137,479 38,645,489
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCE INSTRUMENTS (CONT'D)

(b} Credit risk

(c}

Credit risk refers to the risk that the counterparty to a financial instrument would fail to
discharge its obligation under the terms of the financial instrument and cause a financial loss
to the Group. The Group’s exposure to credit risk mainly arises from granting credit to
customers and other counterparties in the ordinary course of its operations.

Trade receivables

Individual credit evaluations are performed on all customers requiring credit over a certain
amount. These evaluations focus on the customer’s past history of making payments when
due and current ability to pay, and take into account information specific to the customer as
well as pertaining to the economic environment in which the customer operates. Trade
receivables are usually due within 30-90 days from the date of billing. Debtors with balances
that are past duc are usually requested to settle all outstanding balances before any further
credit is granted. Normally, the Group does not obtain collaterzl from customers. Trade
receivables at the reporting date mainly comprise amounts receivable from sales of goods, No
interest is charged on the trade receivables.

The Group measures loss allowances for trade recetvables at an amount equal to lifetime
ECLs, which is calculated using a provision matrix. As the Group’s histotical 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 directors of the Group are on the opinion that the expected credit loss rate is close to zero
as these trade receivables have no recent history of default.

Expected loss rates arc based or: actual loss experience over the past one year. These rates are
adjusted to reflect differences between economic conditions during the period over which the
historic data has been collected, eurrent conditions and the Group’s view of economic
conditions over the expected lives of the receivables.

After performing the individual credit evaluations on all customers, no provision for
impairment was made on trade receivables during the year.

Other financial assets at amortised cost

As at March 31, 2020, in addition to the cash and bank balances which are considered to have
low credit risk, other financial assets at amortised cost of the Group include other receivables
and deposits, No provision was made against the gross amount of other receivables, deposits
and cash and bank balances because the directors of the Group considered the impact of the
ECLs of these financial assets to be insignificant based on past credit history and the nature of
these financial assets.

Foreign currency risk
The Group operates internationally and is primarily exposed to foreign exchange risk arising
from currency exposurss of the United States dolars, with respect to the Hong Kong dolar. The

Group will monitor its foreign currency exposure closely and will consider hedging significant
foreign currency exposure should the need arise.
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCE INSTRUMENTS (CONT’I))

(c¢) Foreign currency risk (Cont’d)

(i) Sensitivity analysis

The following table indicates the approximate change in the Group’s profit/loss before
tax in response to reasonably possible changes (e.g.£10%) in the foreign exchange rates
to which the Group has significant exposure at the end of reporting period.

2020 019

Increase Decrease Increase Decreasg

USS Us$ Us$ (S5
British Pound {GBP) 2,031 (2,031) 14 (14)
Euro (EUR) 5 (5) 47,775 (47,775)

Hong Kong Dollar (HKD)  (216,732) 216,732 (199,061) 199,061
Indonesian Rupiah (IDR} 10,508 (10,508} 25,559 {25,559)
Singapore Dollar (SGD) 2 (2) 2 (2)

Vietnamese Dong (VND) (51,445) 51,445 (41,769) 41,769
Chinese Yuan (CNY) 205 (205) 795 (795)

(255,426) 255,426 (1 66,685) 166,685

The sensilivily analysis has been determined assuming that the change in foreign
exchange rates had occurred at the end of reporting period and had been applied te the
Group’s exposure to currency risk for the variables.

The stated changes represent management’s assessment of reasonably possible change in
foreign exchange rates over the period until the next annual reporting period. In this
respect, it is assumed that the pegged rate between the Hong Kong dollar and the United
States dollar would be materially unaffected by any change in movement in value of the
Hong Kong dollar against other currencies. Results of the analysis as presented in the
above table represent an aggregation of the effects on Group’s profit after tax and equity
measured in the respective functional currencies, translated into United States dollars at
the exchange rate ruling at the end of reporting period for presentation purposes. The
analysis is performed on the same basis for 2019.

(d) Liguidity risk
Prudent liquidity risk management implies maintaining sufficient cash. Due to the dynamic

nature of the underlying businesses, the Group aims to maintain flexibility in funding by
keeping committed credit lines available.
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30.

PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCE INSTRUMENTS (CONT'D)

(e} Interest rate risk

(i)

The Group has no significant interest bearing assets and liabilities except secured bank
borrowings. Its expenses and operating cash flows are substantially independent of changes in
market interest rates. Carrying amounts of net financial liabilities as at March 31 that exposed to
Interest rate risks were as follows:

2020 2019
. Uss US$
Financial liabilities bearing variable interests:
Secured bank borrowings
- term loans, discounted bills loans and trust receipt loans ~ (17,888,494) (7,188,799)
Unsecured bank borrowing- term loan - (346,460}
{17,888,494) (7,535,259
Sensitivity analysis

At March 31, 2020, it is estimated that a general increase/decrease of 100 basis points in
interest rate, with all other variables held constant, interest income and profit before taxation for
the year ended March 31, 2020 would decrease/increase by a net amount of US$4,472 (2019:
US$1,884). The carrying amount of financial asset/liability measured at amortized cost and the
carrying amount of financial asset/liability bearing interest rate measured at fair value would
not be affected by the assumed 100 basis points increase/decrease in interest rate.

Although a financial asset or financial liability may be subject to interest rate risk, its carrying

amount may not necessarily be affected by the assumed 100 basis points increase in market
interest rates,
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PEARL GLOBAL (HK) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. FAIR VALUE MEASUREMENT

Financial assets measured at fair value

The following table presents the fair value of the Group’s financial instruments measured at
the end of the repotting period on a recurring basis, categorised into the three-level fair value
hierarchy as defined in HKFRS 13, Fair value measurement. The fevel into which a fair vaiue
measurement is determined with reference to the observability and significance of the inputs
used in the valuation technique as follows:

e Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or liabilities at the measurement date.

e Level 2 valuations: Fair value measured using Level 2 inputs i.e. abservable inputs which
fail to meet Level 1, and not using significant unobservable inputs. Unobservable inputs are
inputs for which market data are not available.

e Level 3 valuations: Fair value measured using significant uncbservable inputs.

Fair value measurements as at
March 31, 2020 categorised into

Level 1 Level 2 Level 3
Fair value measurement
Financial assets at FVOCI
- Structured products 1,258,760 - -

Fair value measurements as at
March 31, 2019 categorised into

Level 1 Level 2 Level 3
Fair value measurement
Financial assets at FVOCI
- Structured products 1,897,761 - -

During the years ended March 31, 2020 and 2019, there were no transfers between Level 1 and
Level 2, or transfers into or out of Level 3, The Group’s policy is to recognise transfers
between levels of fair value hierarchy as at the end of the reporting period in which they oceur.
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