STS GEMS LIMITED
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
YEAR ENDED 31 MARCH 2021

2021 2020
Notes HKS$ HKS$
REVENUE 4 312,569,324 297,066,634
Cost of sales (276,931,471) (258,654,034)
Gross profit 35,637,853 38,412,600
Other income and gains 5 4,863,064 5,021,996
Administrative expenses (28,937,324) (28,463,014)
Other operating expenses 6 (603,499) (1,580,381)
Finance costs 7 (375,353) (734,307)
PROFIT BEFORE TAX 6 10,584,741 12,656,894
Income tax expense 9 (4,452,562) (1,539,426)
PROFIT FOR THE YEAR 6,132,179 11,117,468
OTHER COMPREHENSIVE INCOME
Other comprehensive income that may be reclassified to
profit or loss in subsequent periods:
Exchange differences:
Exchange differences on translation of foreign operations 177,899 -
Net other comprehensive income that may be reclassified to
profit or loss in subsequent periods 177,899 -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 6,310,078 11,117,468

The accompanying Accounting Policies and Explanatory Notes form an integral part of, and should be read in
conjunction with, these financial statements.



STS GEMS LIMITED
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 MARCH 2021

2021 2020
Notes HKS$ HKS

NON-CURRENT ASSET
Property, plant and equipment 10 1,770,288 1,627,750

Prepayments, deposits and other receivables 290,377 -
2,060,665 1,627,750
CURRENT ASSETS
Inventories 11 17,470,830 27,140,210
Trade receivables 54,764,820 65,192,457
Prepayments, deposits and other receivables 27,850,790 2,615,035
Tax recoverable 3,076,113 792,414
Cash and cash equivalents 12 4,786,502 11,147,490
Total current assets 107,949,055 106,887,606
CURRENT LIABILITIES
Trade payables 26,839,024 31,737,823
Other payables and accruals 7,330,095 7,203,900
Lease liabilities 10 283,463 324,959
Tax payable 298,208 71,565
Total current liabilities 34,750,790 39,338,247
NET CURRENT ASSETS 73,198,265 67,549,359
TOTAL ASSETS LESS CURRENT LIABILITIES 75,258,930 69,177,109
NON CURRENT LIABILITY
Interest-bearing bank borrowings 55,206 -
Lease liabilities 10 - 283,463
55,206 283,463
Net assets 75,203,724 68,893,646
EQUITY
Share capital 13 8,750,000 8,750,000
Share premium 7,950,000 7,950,000
Translation reserves 177,899 -
Retained profits 58,325,825 52,193,646
Total equity 75,203,724 68,893,646
Approved by:

Sunil Agrawal
Director

Vineet Ganerwala
Director

The accompanying Accounting Policies and Explanatory Notes form an integral part of, and should be read in
conjunction with, these financial statement



STS GEMS LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
YEAR ENDED 31 MARCH 2021

Share Share Translation Retained Total

capital premium reserves profits equity

HK$ HKS$ HKS$ HKS$ HKS$
At 1 April 2019 8,750,000 7,950,000 - 41,076,178 57,776,178
Profit for the year and total comprehensive income for the year - - - 11,117,468 11,117,468
At 31 March 2020 and 1 April 2020 8,750,000 7,950,000 - 52,193,646 68,893,646
Profit for the year and total comprehensive income for the year - - - 6,132,179 6,132,179
Exchange differences related to foreign operations - - 177,899 - 177,899
At 31 March 2021 8,750,000 7,950,000 177,899 58,325,825 75,203,724




STS GEMS LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED 31 MARCH 2021

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax

Adjustments for:
Finance cost
Interest income
Loss on disposal of items of property, plant and equipment
Depreciation

AN L

Decrease in inventories

Decrease in trade receivables

Increase in prepayments, deposits and other receivables
Increase in trade payables

Decrease/(increase) in other payables and accruals
Cash generated from/(used in) operations

Interest paid 7
Interest element on lease liabilities

Hong Kong profit tax paid

Indonesia tax paid

China tax paid

Net cash flows used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received 5
Purchase of items of property, plant and equipment 10

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

New bank loans 19
Repayment of bank loans 19
Principal portion of lease payments 19

Net cash flows used in financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 15

2021 2020
HKS$ HKS
10,584,741 12,656,894
375,353 734,307
(9,273) (60,288)
3,037 -
1,024,010 437,862
11,977,868 13,768,775
9,669,380 7,017,891
10,427,637 13,211,208
(25,526,132) (970,038)
(4,898,799) (47,119,413)
126,195 (2,874,148)
1,776,149 (16,965,725)
(352,312) (728,908)
(23,041) (5,399)
(1,171,748) (1,953,860)
(209,370) -
(5,128.500) -
(5,108,822) (19,653,892)
9,273 60,288
(1,168,763) (626,180)
(1,159,490) (565,892)
65,245 -
(10,039) -
(324,959) (52,601)
(269,753) (52,601)
(6,538,065) (20,272,385)
11,147,490 31,419,875
177,077 -
4,786,502 11,147,490
4,786,502 11,147,490
4,786,502 11,147,490




STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

1.

2.1

CORPORATE AND GROUP INFORMATION

STS Gems Limited is a limited liability Group incorporated in Hong Kong. Its registered office is located at Room
1210, 12/F., Tower A, Hunghom Commercial Centre, 39 Ma Tau Wai Road, Hunghom, Kowloon, Hong Kong.

The principal activities of the Group consisted of trading of semi-precious, precious stones and contracted
manufacturing of jewlry and non-jewlry products.

In the opinion of the directors, the Group's immediate holding company is Vaibhav Global Limited, a company
incorporated in India and listed on National Stock Exchange of India Limited (NSE).

Information about subsidiaries
Particulars of the Group's principal subsidiaries are as follows:

Percentage

Place of Issued of equity

incorporation/ ordinary/ attributable
registration registered  to the Group Principal
Name and business  share capital Direct Indirect activities
PT. STS Bali Indonesia US$ 100,000 100 General trading
STS (Guangzhou) Trading Limited PRC USS$ 200,000 100 General trading

The above table lists the subsidiaries of the Group which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in particulars of excessive length.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations) issued by the Hong Kong Institute of Certified Public Accountants ("HKICPA"),
accounting principles generally accepted in Hong Kong and the Hong Kong Companies Ordinance.



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021
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BASIS OF PREPARATION
These financial statements have been prepared under the historical cost convention.
These financial statements are presented in Hong Kong dollars ("HKS$").

The consolidated financial statements include the financial statements of the Group and its subsidiaries (collectively
referred to as the "Group") for the year ended 31 March 2021. A subsidiary is an entity (including a structured
entity), directly or indirectly, controlled by the Group. Control is achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the investee and has the ability to affect those returns through its power
over the investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of the
investee).

When the Group has, directly or indirectly, less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power over an investee, including:
(a) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group's voting rights and potential voting rights.

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

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

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control described above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of the
subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus or deficit in profit or loss. The Group's share of components
previously recognised in other comprehensive income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the Group had directly disposed of the related assets or
liabilities.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs for the first time for the current year’s financial
statements, which are applicable to the Group.

Amendments to HKFRS 3 Definition of Business

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform

Amendments to HKFRS 16 Covid 19-Related Rent Concessions (early adopted)
Amendments to HKAS 1 and HKAS 8 Definition of Material

The adoption of the above new and revised standards has had no significant financial effect on these financial
statements.



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021
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2.5

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not early applied any of the new or revised HKFRSs that have been issued but are not yet effective
for the accounting year ended 31 March 2021 in these financial statements. Among these HKFRSs, the following are
expected to be relevant to the Group’s financial statements upon becoming effective:

Amendments to HKFRS 3 Reference to the Conceptual Framework'

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current™”
Amendments to HKAS 16 Property, Plant and Equipment Proceeds before Interest Use'
Amendments to HKAS 37 Onerous Contracts - Cost of fulfilling a Contract'

Effective for annual periods beginning on or after 1 January 2022

2. Effective for annual periods beginning on or after 1 January 2023

3 As a consequence of the amendments to HKAS 1, Hong Kong Interpretation 5 Presentation of Financial
Statements - Classification by the Borrower of a Term Loan that Contains a Repayment on Demand Clause was
revised in October 2020 to align the corresponding wording with no change in conclusion.

The Group is in the process of making an assessment of the impact of these new and revised HKFRSs upon initial
application. So far, the Group considers that these new and revised HKFRSs are unlikely to have a significant
impact on the Group's financial performance and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business combinations

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

The Group determines that it has acquired a business when the acquired set of activities and assets includes an input
and a substantive process that together significantly contribute to the ability to create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability is measured at fair value with changes in fair value
recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

Level 1 -based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 -based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 -based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

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

(a) the party is a person or a close member of that person's family and that person
(1) has control or joint control over the Group;
(ii) has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of the Group;
(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;
(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow subsidiary
of the other entity);
(iii) the entity and the Group are joint ventures of the same third party;
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;
(v) the entity is a post-employment benefit plan for the benefit of employees of either the Group or an entity
related to the Group;
(vi) the entity is controlled or jointly controlled by a person identified in (a);
(vii) a person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and
(viii) the entity, or any member of a group of which it is a part, provides key management personnel services to
the Group or to the parent of the Group.



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation

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

Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In situations
where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts of property, plant and equipment are required to be
replaced at intervals, the Group recognised 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 residual value over its estimated useful life. The principal annual rates used for this purpose are as follows:

Owned assets
Fixtures, Furniture & Equipment 20%

Right-of-use asset
Building Over the lease term

The gain or loss on disposal of items of property, plant and equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset and is recognised in the statement of profit or loss.

The assets' residual value, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least
at each financial year end.

Impairment of non-financial assets
The Group assesses at the end of each reporting period whether there is an indication that an asset may be impaired.

If such an indication exists, the Group makes an estimate of the asset's recoverable amount.

The recoverable amount of an asset is the higher of its fair value less costs of disposal and its value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the assets. Where an
asset does not generate cash inflows largely independent of those from other assets, the recoverable amount is
determined for the smallest group of assets that generates cash inflows independently (i.e., a cash-generating unit).

An impairment loss is recognised in profit or loss whenever the carrying amount of an asset, or the cash-generating
unit to which it belongs, exceeds its recoverable amount. The impairment loss is reversed if there has been a
favorable change in the estimates used to determine the recoverable amount. A reversal of the impairment loss is
limited to the asset's carrying amount that would have been determined had no impairment loss been recognised in
prior years. The reversal of the impairment loss is credited to profit or loss in the year in which it arises.

-10 -



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases

Lessee

A contract is, or contains, a lease if the contract conveys a right to control the use of an identified asset for a period
of time in exchange for consideration. Control is conveyed where the customer has both the right to obtain
substantially all of the economic benefits from use of the identified asset and the right to direct the use of the
identified asset. All leases with a term of more than 12 months are recognised as assets representing the right of use
of the underlying asset and liabilities representing the obligation to make lease payments, unless the underlying asset
is of low value. Both the assets and the liabilities are initially measured on a present value basis. Right-of-use assets
are recognised under property, plant and equipment and are measured at cost or valuation less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of the lease liabilities. Right-of-use assets
are depreciated on a straight-line basis over the shorter of the useful lives of the assets and the lease terms. Lease
liabilities are initially measured at the present value of lease payments to be made under the lease terms and
subsequently adjusted by the effect of the interest on and the settlement of the lease liabilities, and the re-
measurement arising from any reassessment of the lease liabilities or lease modifications.

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment
(i.e., those leases 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 leases of low-value assets to leases of office
equipment that is considered to be of low value. Lease payments on short-term leases and leases of low-value assets
are recognised as an expense on a straight-line basis over the lease term.

Financial assets

All the other financial assets are initially recognised at fair value plus transaction costs that are attributable to the
acquisition of the financial assets, except in the case of financial assets recorded at fair value through profit or loss.
Regular way purchases and sales of financial assets are recognised on the trade date, that is, the date when the Group
commits to purchase or sell the assets.

(a) Classification and measurement
Debt instruments are measured at amortised cost using the effective interest rate method, subject to impairment
if the assets are held for the collection of contractual cash flows where those contractual cash flows represent
solely payments of principal and interest.

(b) Impairment
The Group applies the expected credit loss model on all the financial assets that are subject to impairment,
financial guarantee contracts, contract assets under HKFRS 15 and lease receivables under HKFRS 16. For
trade receivables and contract assets without a significant financial component, the Group applies the simplified
approach which requires impairment allowances to be measured at lifetime expected credit losses.

For other financial assets, impairment allowances are recognised under the general approach where expected
credit losses are recognised in two stages. For credit exposures where there has not been a significant increase
in credit risk since initial recognition, the Group is required to provide for credit losses that result from possible
default events within the next 12 months. For those credit exposures where there has been a significant increase
in credit risk since initial recognition, a loss allowance is required for credit losses expected over the remaining
life of the exposure irrespective of the timing of the default.

The Group considers a default has occurred when a financial asset is more than 90 days past due unless the
Group has reasonable and supportable information to demonstrate that a more appropriate default criterion
should be applied.

(c) Derecognition
Financial assets are derecognised when the rights to receive cash flows from the assets have expired; or where
the Group has transferred its contractual rights to receive the cash flows of the financial assets and has
transferred substantially all the risks and rewards of ownership; or where control is not retained.

-11 -



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities

Financial liabilities include bank and other borrowings, trade payables, other payables, accruals and other monetary
liabilities. They are initially recognised at the fair value of the consideration received less directly attributable
transaction costs. After initial recognition, they are subsequently measured at amortised cost using the effective
interest rate method.

Financial liabilities are derecognised when they are extinguished, i.e., when the obligation is discharged or
cancelled, or expires.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined on the first-in, first-out basis.
Net realisable value is based on estimated selling prices less any estimated costs to be incurred to disposal.

Income tax

Income tax comprises current tax and deferred tax. Income tax relating to items recognised outside statement of
profit or loss is recognised outside statement of profit or loss, rather in other comprehensive income or directly in
equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the
reporting period, taking into consideration interpretations and practices prevailing in the countries in which the
Group operates.

Deferred tax is provided using the liability method, on temporary differences at the end of the reporting period
arising between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are provided in full on all taxable temporary differences while deferred tax assets are
recognised to the extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilised.

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

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

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

-12 -



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated to be that
which the Group will be entitled in exchange for transferring the goods or services to the customer. The variable
consideration is estimated at contract inception and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

(a) Sale of goods
Revenue from the sale of goods is recognised at the point in time when control of the asset is transferred to the
customer, generally on delivery of the goods.

Other income

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

Government grants

Government grants are recognised as income over periods necessary to match them with the related costs they are
intended to compensate, on a systematic basis when there is reasonable assurance that the Group will comply with
the conditions attaching of them and the grants will be received. A government grant that becomes receivable as
compensation for expenses or losses already incurred or for the purpose of giving immediate financial support to the
Group, with no future related costs, is recognised as income of the period in which it becomes receivable.
Government grants related to assets are presented in the statement of financial position by setting up the grant as
deferred income. Government grants received before the revenue recognition criteria are recognised as a liability.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include cash on hand, deposits held at call
with banks, and other short term highly liquid investments with original maturity of three months or less when
acquired, less bank overdrafts.

Borrowing costs
Borrowing costs are expensed in the statement of profit or loss in the year in which they are incurred, except to the

extent that they are capitalised as the costs directly attributable to the financing of the construction of a qualifying
asset. The capitalisation of such borrowing costs ceases when the assets are substantially ready for their intended use
or sale.

Employee benefits

(a) Retirement benefit costs
The Group operates a mandatory provident fund scheme (the “MPF Scheme”) under the Mandatory Provident
Fund Schemes Ordinance for its employees in Hong Kong. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered fund. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to the statement of profit or loss as and when the contributions
fall due.

-13 -



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency transactions

Transactions in foreign currencies are translated into the functional currency of the Group using the exchange rates
prevailing at the dates of the transactions. Exchange differences arising from the settlement of such transactions and
from the retranslation at the year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the statement of profit or loss.

3. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

Judgments
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.

(a) Revenue recognition
The Group applies judgements in determining the amount and timing of revenue arising from the sale of jewelry
and non-jewelry products. The Group concluded that revenue is recognised at the point in time when the control
over the products is transferred to the customers, that is, when the customers obtain the physical possession or
the legal title of the products and the Group has the present right of payment and the collection of the
consideration is probable.

(a) Income taxes
Significant judgements on the future tax treatment of certain transactions are required in determining income tax
provisions. The Group carefully evaluates tax implications of transactions and tax provisions are recorded
accordingly. The tax treatment of such transactions is reconsidered periodically to take into account all changes
in tax legislation.

Estimation uncertainty

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

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

(b) Impairment of trade receivables and other receivables

The impairment provisions for trade receivables and other receivables are based on assumptions about expected
credit losses. The Group uses judgements in making these assumptions and selecting the inputs to the
impairment calculation, based on the number of days that an individual receivable is outstanding as well as the
Group’s historical experience and forward-looking information at the end of each reporting period. Changes in
these assumptions and estimates could materially affect the results of the assessment and it may be necessary to
make an additional impairment charge to profit or loss. Further details of the trade receivables and other
receivables are given in note 20 and note 21 to the financial statements, respectively.

14 -



STS GEMS LIMITED

NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

4. REVENUE

An analysis of revenue is as follows:

2021 2020
HKS$ HKS$
Revenue from contracts with customers 312,569,324 297,066,634
(a) Disaggregated revenue information for revenue from contracts with customers
2021 2020
HK$ HKS$
Types of goods or services
Sale of jewlry products 312,569,324 297,066,634
Total revenue from contracts with customers 312,569,324 297,066,634
Timing of revenue recognition
Goods transferred at a point in time 312,569,324 297,066,634
Total revenue from contracts with customers 312,569,324 297,066,634
(b) Performance obligations
Sale of jewlry products
The performance obligation is satisfied upon delivery of the jewlry products and payment is generally due within
90 days from delivery.
5. OTHER INCOME AND GAINS
Other income and gains include the following:
2021 2020
HKS$ HKS$
Bank interest income 9,273 60,288
Commission received - 820,449
Design income 4,680,000 2,229,695
Foreign exchange gains, net - 1,833,592
Public subsidy 13,737 -
Sundry income 160,054 77,972
4,863,064 5,021,996
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STS GEMS LIMITED

NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

6. (LOSS)/PROFIT BEFORE TAX

The Group's (loss)/profit before tax is arrvied at after charging:

2021 2020

HKS$ HKS$S
Cost of inventories sold 276,931,471 258,654,034
Auditors' remuneration 229,378 118,788
Depreciation 1,024,010 437,862
Lease payments not included in the measurement of lease liabilities 1,110,574 1,288,655

Staff costs (excluding director's remuneration (note 8)):
Wages and salaries 17,294,671 17,263,510
Pension scheme contributions 576,336 1,451,294
17,871,007 18,714,804
Impairment loss on trade receivables 603,499 1,580,381
Foreign exchange difference, net 773,228 -
7. FINANCE COSTS

2021 2020

HKS$ HKS
Bank charges 346,660 439,577
Interest paid 5,652 289,331
Interest on lease liabilities 23,041 5,399
375,353 734,307

8. DIRECTORS' REMUNERATION

Directors' remuneration disclosed pursuant to section 383(1)(a) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits of Directors) Regulation is as follows:
2021 2020
HKS$ HKS$

Fees - -
Other emoluments:
Salaries, allowances and benefits in kind - -

9. INCOME TAX

No provision for Hong Kong profits tax has been made as the Group did not generate any assessable profits arising in
Hong Kong during the year (2020: 16.5%). Taxes on profits assessable elsewhere have been calculated at the rates of
tax prevailing in the countries (Or jurisdictions) in which the Group operates.

2021 2020
HKS$ HKS
Current - Hong Kong
Charge for the year - 1,260,133
Overprovision in prior years (1) -
Current - Elsewhere
Charge for the year 4,451,923 279,293
Overprovision in prior years 640 -
Tax charge for the year 4,452,562 1,539,426
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STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

10. PROPERTY, PLANT AND EQUIPMENT AND LEASE LIABILITIES

Right of use assets

Owned assets

Fixtures,
Building Furniture & Total
HKS$ HKS$ HKS$
31 March 2021
At 31 March 2020 and 1 April 2020:
Cost 661,023 8,343,439 9,004,462
Accumulated depreciation (55,085) (7,321,627) (7,376,712)
Net carrying amount 605,938 1,021,812 1,627,750
At 1 April 2020, net of accumualted depreciation 605,938 1,021,812 1,627,750
Depreciation provided during the year (note 6) (330,512) (693,498) (1,024,010)
Addition during the year - 1,168,763 1,168,763
Disposal during the year - (3,037) (3,037)
Exchange realignment - 822 822
At 31 March 2021 net of accumulated depreciation 275,426 1,494,862 1,770,288
At 31 March 2021:
Cost 661,023 5,917,391 6,578,414
Accumulated depreciation (385,597) (4,422,529) (4,808,126)
Net carrying amount 275,426 1,494,862 1,770,288
31 March 2020
At 1 April 2019:
Cost 661,023 7,717,259 8,378,282
Accumulated depreciation - (6,938,850) (6,938,850)
Net carrying amount 661,023 778,409 1,439,432
At 1 April 2019, net of accumulated depreciation 661,023 778,409 1,439,432
Addition during the year - 626,180 626,180
Depreciation provided during the year (note 6) (55,085) (382,777) (437,862)
At 31 March 2020, net of accumulated depreciation 605,938 1,021,812 1,627,750
At 31 March 2020:
Cost 661,023 8,343,439 9,004,462
Accumulated depreciation (55,085) (7,321,627) (7,376,712)
Net carrying amount 605,938 1,021,812 1,627,750

Notes:

(a) The Group leases an office used in its operations. Leases for the asset is negotiated for term of two years and all

lease payments are fixed.
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STS GEMS LIMITED

NOTES TO FINANCIAL STATEMENTS

31 MARCH 2021

10. PROPERTY, PLANT AND EQUIPMENT AND LEASE LIABILITIES (continued)

Maturity profile of lease liabilities as at 31 March 2021

2021 2020

HKS$ HKS
Within one year 290,000 348,000
After one year but within five years - 290,000
Lease liabilities (undiscounted) 290,000 638,000
Discount amount (6,537) (29,578)
Lease liabilities (discounted) 283,463 608,422
Current 283,463 324,959
Non-current - 283,463

The weighted average incremental borrowing rate applied to the lease liabilities recognised at 31 March 2021 was 5%
(2020: 5%).

Movements of carrying amounts of lease liabilities as at 31 March 2021 and 2020

HKS$
1 April 2019 661,023
Accretion of interest 5,399
Payments (58,000)
1 April 2020 608,422
Accretion of interest 23,041
Payments (348,000)
283,463
Amount recognised in the statement of profit or loss for the year ended 31 March 2021 and 2020
2021 2020
HKS$ HKS
Depreciation expense of right-of-use asset 330,512 55,085
Interest expense on lease liabilities 23,041 5,399
Expense relating to short-term leases (included in administrative expense) 1,110,574 1,288,655
1,464,127 1,349,139

The Group had total cash outflows for leases of HK$1,458,574 in 2021 (2020: HK$1,346,655).

-18 -



STS GEMS LIMITED
NOTES TO FINANCIAL STATEMENTS
31 MARCH 2021

11.

13.

14.

15.

16.

INVENTORIES
2021 2020
HKS$ HK$
Finished goods 17,470,830 27,140,210
17,470,830 27,140,210
. CASH AND CASH EQUIVALENTS
2021 2020
HKS$ HK$
Cash and bank balances 4,786,502 11,147,490
Cash and cash equivalents 4,786,502 11,147,490

Cash at banks earns interest at floating rates based on daily bank deposit rates. Bank balances are deposited with
creditworthy banks with no recent history of default. Short term time deposits are made for varying periods of
between three months and six months depending on the immediate cash requirements of the Group, and earn interest
at the respective short term time deposit rates. The carrying amounts of the cash and cash equivalents and the pledged
deposits approximate to their fair values.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Bank balances are deposited with
creditworthy banks with no recent history of default. The carrying amounts of the cash and cash equivalents and the
pledged deposits approximate to their fair values.

SHARE CAPITAL
2021 2020
HKS$ HKS
Issued and fully paid:
87,500 ordinary shares 8,750,000 8,750,000
NOTES TO THE STATEMENT OF CASH FLOWS
(a) Reconciliation of liabilities arising from financing activities
Lease
liabilities
HKS$
At 1 April 2019 661,023
Changes from financing cash flows (52,601)
Finance charges on lease liabilities 5,399
Interest element of lease liabilities (5,399)
At 31 March 2020 and 1 April 2020 608,422
Changes from financing cash flows (324,959)
Finance charges on lease liabilities 23,041
Interest element of lease liabilities (23,041)
At 31 March 2021 283,463

COMPARATIVE AMOUNTS
Certain comparative amounts have been reclassifed to conform with the current year's presentation and disclosures.
APPROVAL OF FINANCIAL STATEMENTS

These financial statements were authorised for issue by the directors on 7 May 2021.
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