
IN US DOLLARS

Notes

Revenue

Fruit vinegar 3.9.1 19,923,016        

Fruitcakes 3.9.2 7,006,330          

  Total revenue 26,929,346        

Cost of sales

Cost of fruit vinegar 11.1 (15,755,397)       

Cost of fruitcakes 11.1 (4,285,943)         

  Total cost of sales (20,041,340)       

Gross profit 6,888,006          

Selling and distribution expenses 12.1 (1,332,544)         

Administrative expenses 12.2 (370,845)            

Finance income 1,028                 

Research and development expenses 12.3 (640,684)            

  Operating profit before other income and income tax expense 4,544,961             

Other income 13 170,324             

Income before income tax expense 4,715,285          

Income tax expense 6 630,913             

  Profit for the period 4,084,372          

Other comprehensive (loss)

Exchange differences on translating foreign currencies 2.4 (986,804)            

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 3,097,568          

JIANGXI BOJUN ECOLOGICAL AGRICULTURE DEVELOPMENT CO., LTD.

CONDENSED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 31 MARCH 2017

The notes on pages 5 to 31 are an integral part of these condensed interim financial statements.
 1



IN US DOLLARS

Notes

ASSETS

Non-current assets

Property, plant and equipment, net 9 1,583,386               

Land use rights 8 1,344,721               

  Non-current assets 2,928,107               

Current assets

Inventory 7 8,808,464               

Trade and other receivables 5.1.1 16,790,768             

Prepayments 2,885                      

Cash and cash equivalents 3.1.1 6,545,759               

  Current assets 32,147,876             

TOTAL ASSETS 35,075,983             

-                              

EQUITY AND LIABILITIES

Equity

Share capital 3.7 870,000                   

Statutory reserve fund 3.8 1,120,820               

Retained earnings 34,019,322             

Other comprehensive (loss) (2,092,410)              

  Total equity 33,917,732              

Current liabilities

Trade and other payables 361,120                  

Deferred revenue 50,977                    

Taxes payable 746,154                  

  Current liabilities 1,158,251               

TOTAL EQUITY AND LIABILITIES 35,075,983             

JIANGXI BOJUN ECOLOGICAL AGRICULTURE DEVELOPMENT CO., LTD.

CONDENSED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2017

The notes on pages 5 to 31  are an integral part of these condensed interim financial statements.
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FOR THE SIX MONTHS ENDED 31 MARCH 2017

Other

Retained  Statutory Reserve Comprehensive Total

Earnings Fund (Loss) Equity

Balance - 30 September 2016 870,000         29,934,950     1,120,820           (1,105,606)         30,820,164     

Profit for the period -                    4,084,372       -                         -                         4,084,372       

Other comprehensive (loss) -                    -                      -                         (986,804)            (986,804)         

Balance - 31 March 2017 870,000         34,019,322     1,120,820           (2,092,410)         33,917,732     

IN US DOLLARS

JIANGXI BOJUN ECOLOGICAL AGRICULTURE DEVELOPMENT CO., LTD.

CONDENSED STATEMENT OF CHANGES IN EQUITY

Share premium

The notes on pages 5 to 31  are an integral part of these condensed interim financial statements.
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FOR THE SIX MONTHS ENDED 31 MARCH 2017

Notes

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit for the period 4,084,372         

Adjustments to reconcile profit after tax to net cash flows:

Depreciation 9.3 119,864            

Amortization 8 14,579              

Interest income (1,028)               

Income tax expense 6 630,913            

Working captial adjustments:

Change in inventories (1,123,323)        

Change in prepayments (347)                  

Change in trade and other receivables (1,600,514)        

Change in trade and other payables (29,390)             

Change in deferred revenue (4,921)               

Cash generated from operating activities 2,090,205         

Income taxes paid (680,617)           

Net cash provided by operating activities 1,409,588         

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest received 1,028                

Purchase of property and equipment 9.2 (67,323)             

Net cash (used in) investing activities (66,295)             

NET INCREASE IN CASH AND CASH EQUIVALENTS 1,343,293         

Cash and cash equivalents - beginning 6,090,143         

Effect of exchange rate fluctuations on cash and cash equivalents (887,677)           

CASH AND CASH EQUIVALENTS - ENDING 6,545,759         

CONDENSED STATEMENT OF CASH FLOWS

IN US DOLLARS

JIANGXI BOJUN ECOLOGICAL AGRICULTURE DEVELOPMENT CO., LTD.

The notes on pages 5 to 31  are an integral part of these condensed interim financial statements.
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1. CORPORATE INFORMATION 
  

Jiangxi Bojun Ecological Agriculture Development Co., Ltd. (the “Company”) was 
established on 25 April 2006 in Fuzhou, Jiangxi Province in the People’s Republic of China 
(“PRC”) with registered capital of US$ 870,000, which was fully paid.  The Company 
focuses on the production and sales of fruit vinegar and fruitcakes.  As a result of a series of 
share transfers since its inception, as of 18 September 2016, the Company is wholly owned 
by Shenzhen Management and Consulting Co., Ltd. 
 
The Company is a comprehensive and technical agriculture company which integrates 
production of fruit related products, scientific research, promotion, and further processing of 
agriculture products.  The Company’s business is comprised of the following: 
 
Production and sale of fruit vinegar and fruitcakes 
 
The Company makes fruit vinegar beverages from the Nanfeng mandarin orange.  Oranges 
are harvested from November to January and its juice is fermented for one year.  The 
Company buys all of its oranges from third parties.  The Company has developed a 
technology of brewing the orange fruit vinegar and was granted a technology patent in June 
2012.  After the strictly-controlled fermentation process, the fruit vinegar magma is 
produced.  By adding different supplemental ingredients to the magma, the vinegar is then 
diluted to create the beverage.  The fruitcakes are made from orange pulp after distillation 
and drying procedures.  
 
The Company has agreements with agents in various regions of the PRC to sell its fruit 
vinegar and fruitcake products.   
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2. BASIS OF PREPARATION 
 

 2.1 Statement of compliance 
 

The condensed financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”).     
 
The condensed financial statements were authorized for issue by the Board of Directors on 
5 July 2017. 
 
2.2 Basis of measurement 
 
The condensed financial statements have been prepared on a historical cost basis except for 
assets and liabilities required to be measured at fair value (See Note 4).  
 
2.3 Functional and presentation currency 
 
These condensed financial statements are presented in US dollars, and the Company’s 
functional currency is the Renminbi (“RMB”).  All financial information presented has been 
rounded to the nearest US dollar. 
 
2.4 Foreign currency translation 
 
All company assets are located in the PRC.  The Company uses the United States Dollar 
(“US Dollar” or “US$” or “$”) for financial reporting purposes.   
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2. BASIS OF PREPARATION (continued) 
 
2.4 Foreign currency translation (continued) 
 
For the purpose of presenting the financial statements, the assets and liabilities of the 
Company are translated into US Dollars using the exchange rate prevailing at the end of 
reporting period.  Revenue and expense items are translated at the average exchange rate for 
the period, unless exchange rates fluctuate significantly during that period, in which case the 
exchange rates at the dates of the transactions are used.  Exchange differences arising, if any, 
are recognized in other comprehensive income and accumulated in equity.  For the six 
months ended 31 March 2017, exchange differences on translating RMB to US Dollars of 
($986,804), are recognized as other comprehensive loss in the condensed statement of profit 
or loss and other comprehensive income (loss).   
 
Although government regulations now allow convertibility of the RMB for current account 
transactions, significant restrictions still remain.  Hence, such translations should not be 
construed as representations that the RMB could be converted into US Dollars at that rate or 
any other rate. 
 
The value of the RMB against the US Dollar and other currencies may fluctuate and is 
affected by, among other things, changes in the PRC’s political and economic conditions. 
Any significant revaluation of the RMB may materially affect the Company’s financial 
condition in terms of US Dollar reporting.  The PRC has previously devaluated their 
currency and could do so in the future. 
 
2.5 Use of estimates and judgments 
 
The preparation of the financial statements in conformity with IFRS requires management to 
make judgments, estimates and assumptions that affect the application of accounting policies 
and the reported amounts of assets, liabilities, revenue and expenses.  Actual results may 
differ from these estimates.  

 
Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognized in the period in which the estimates are revised and in 
any future periods affected. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

3.1 Financial instruments 
 
3.1.1 Non-derivative financial assets 
The Company initially recognizes trade and other receivables on the date that they are 
originated.  All other financial assets (including assets designated at fair value through 
profit or loss) are recognized initially on the trade date when the Company becomes a 
party to the contractual provisions of the instrument.  The Company derecognizes a 
financial asset when the contractual rights to the cash flows from the asset expire, or it 
transfers the rights to receive the contractual cash flows on the financial asset in a 
transaction in which substantially all the risks and rewards of ownership of the financial 
asset are transferred.  Any interest in transferred financial assets that is created or retained 
by the Company is recognized as a separate asset or liability. 
 
Financial assets and liabilities are offset and the net amount presented in the statement of 
financial position when, and only when, the Company has a legal right to offset the 
amounts and intends either to settle on a net basis or to realize the asset and settle the 
liability simultaneously. 
 
The Company has the following non-derivative financial assets:  
 

 Trade and other receivables 
Trade and other receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market.  Such assets are recognized initially at 
fair value plus any directly attributable transaction costs.  Subsequent to initial 
measurement, non-current trade and other receivables are measured at amortized cost 
using the effective interest method, less any impairment losses. 

 
Cash and cash equivalents 
Cash and cash equivalents are comprised of cash balances, money market funds and short-
term investments with original maturities of three months or less. 
 
3.1.2 Non-derivative financial liabilities 
The Company recognizes the liabilities on the trade date at which the Company becomes a 
party to the contractual provisions of the instrument.  The Company derecognizes a 
financial liability when its contractual obligations are discharged, cancelled or expire.  
Financial assets and liabilities are offset and the net amount presented in the statement of 
financial position when, and only when, the Company has a legal right to offset the 
amounts and intends either to settle on a net basis or to realize the asset and settle the 
liability simultaneously. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.1 Financial instruments (continued) 
 
3.1.2 Non-derivative financial liabilities (continued) 
The Company has the following non-derivative financial liabilities: trade and other 
payables.  Such financial liabilities are recognized at fair value plus any directly 
attributable transaction costs.   
 
3.2 Inventory 
 
Inventory is stated at the lower of cost or net realizable value.  Cost is determined using 
the weighted average method. The cost of finished goods and work in progress comprises 
raw materials, direct labor, other direct costs and related production overheads (based on 
normal operating capacity).   
 
Net realizable value is the estimated selling price in the ordinary course of business, less 
applicable variable selling expenses. 
 
When inventory is sold, the carrying amount is recognized as an 
expense in the period in which the related turnover is recognized. The amount of any 
write-down of inventory to net realizable values and all losses of inventory are 
recognized as an expense in the period the write down or loss occurs. The amount of any 
reversal of any write-down of inventory is recognized as a reduction in the amount of 
inventory as an expense in the period in which the reversal occurs. 
 
3.3 Property, plant and equipment 
 
3.3.1 Recognition and measurement 
Items of property, plant and equipment are measured at cost less accumulated 
depreciation and accumulated impairment losses.  Cost includes expenditures that are 
directly attributable to the acquisition of the asset.  When parts of an item of property, 
plant and equipment have different useful lives, they are accounted for as separate items 
(major components) of property, plant and equipment.  Gains and losses on disposal of an 
item of property, plant and equipment are determined by comparing the proceeds from 
disposal with the carrying amount of property, plant and equipment, and are recognized 
net within other income (loss) in the statements of profit or loss and other comprehensive 
income. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.3 Property, plant and equipment (continued) 
 
3.3.2 Subsequent costs 
The cost of replacing a part of an item of property, plant and equipment is recognized in 
the carrying amount of the item if it is probable that the future economic benefits 
embodied within the part will flow to the Company, and its cost can be measured reliably. 
The carrying amount of the replaced part is derecognized.  The costs of the day-to-day 
servicing of property, plant and equipment are recognized in the statements of profit and 
loss and other comprehensive income as incurred. 
 
3.3.3 Depreciation 
Depreciation is calculated using the depreciable amount, which is the cost of an asset, or 
other amount substituted for cost, less its residual value, if any.  Depreciation is 
recognized in profit or loss on a straight-line basis over the estimated useful lives of each 
part of an item of property, plant and equipment, since this most closely reflects the 
expected pattern of consumption of the future economic benefits embodied in the asset.   
 
The estimated useful lives for the current period are as follows: 
 
Buildings and building improvement 5-20 years 
Production equipment 5-10 years 
Furniture and office equipment 3-5 years 
Motor vehicles 4 years 

 
Depreciation methods, useful lives and residual values are reviewed at each financial 
year-end and adjusted if appropriate.   
 
3.4 Land use rights 
 
Land use rights are stated at cost less accumulated amortization and accumulated 
impairment losses.  Cost represents consideration prepaid for the rights to use the land 
over a period of 50 years.  Amortization of land use rights is calculated on a straight-line 
basis over the 50 year period. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

3.5 Impairment 
 
3.5.1 Financial assets (including receivables) 
A financial asset not carried at fair value through profit and loss is assessed at each 
reporting date to determine whether there is objective evidence that it is impaired.  A 
financial asset is impaired if the objective evidence indicates that a loss event has 
occurred after the initial recognition of the asset, and that the loss event had a negative 
effect on the estimated future cash flows of that asset that can be estimated reliably. The 
Company considers evidence of impairment for trade and other receivables at both a 
specific asset and collective levels.  All individually significant accounts receivable are 
assessed for specific impairment.  All individually significant accounts receivable found 
not to be specifically impaired are then collectively assessed for any impairment that may 
have been incurred but not yet identified.  Trade and other receivables that are not 
individually significant are collectively assessed for impairment by grouping together 
receivables with similar risk characteristics. 
 
In assessing collective impairment, the Company uses historical trends of the probability 
of default, timing of recoveries and the amount of loss incurred, adjusted for 
management’s judgment as to whether current economic and credit conditions are such 
that the actual losses are likely to be greater or less than suggested by historical trends.  
 
An impairment loss in respect of a financial asset measured at amortized cost is 
calculated as the difference between its carrying amount and the present value of the 
estimated future cash flows discounted at the asset’s original effective interest rate. 
Losses are recognized in profit or loss and reflected as an allowance account against 
receivables.  When a subsequent event causes the amount of impairment loss to decrease, 
the decrease in impairment loss is reversed through profit or loss.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.6 Non-financial assets  
 
The carrying amounts of the Company’s non-financial assets are reviewed at each 
reporting date to determine whether there is any indication of impairment.  If any such 
indication exists, then the asset’s recoverable amount is estimated and adjusted 
accordingly. 
 
The recoverable amount of an asset is the greater of its value in use and its fair value less 
costs to sell.  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 recognized if the carrying amount of an asset exceeds its estimated 
recoverable amount. Impairment losses are recognized in profit or loss. 
 
Impairment losses recognized in prior periods are assessed at each reporting date for any 
indications that the loss has decreased or no longer exists.  An impairment loss is 
reversed if there has been a change in the estimates used to determine the recoverable 
amount.  An impairment loss is reversed only to the extent that the asset’s carrying 
amount does not exceed the carrying amount that would have been determined, net of 
depreciation, if no impairment loss had been recognized. 
 
The Company has the following non-financial assets: property, plant and equipment, land 
use rights, inventory, and prepayments. 
  
3.7 Share capital 
 
Ordinary shares are classified as equity.  Incremental costs directly attributable to the 
issue of new shares or options are shown in equity as a deduction, net of tax, from the 
proceeds. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.8 Statutory reserve fund 
 
Pursuant to corporate law of the PRC, the Company is required to transfer 10% of its 
profit, as determined under PRC accounting rules and regulations, to a statutory reserve 
fund until such reserve balance reaches 50% of the Company’s registered capital.  The 
statutory reserve fund is non-distributable other than during liquidation and can be used to 
fund previous years’ losses, if any, and may be utilized for business expansion or used to 
increase registered capital, provided that the remaining reserve balance after use is not less 
than 25% of registered capital.  The statutory reserve was fully funded as of September 30, 
2013.  No transfers were required for the six months ended 31 March 2017.  
 
3.9 Revenue recognition 
 
Revenue from the sale of goods in the course of ordinary activities is measured at the 
amount of the consideration received or receivable, net of estimated returns, trade 
discounts and volume rebates.  Revenue is recognized when persuasive evidence exists 
that the significant risks and rewards of ownership have been transferred to the buyer, 
recovery of the consideration is probable, the associated costs and possible return of goods 
can be estimated reliably, there is no continuing management involvement with the goods, 
and the amount of revenue can be measured reliably.  If it is probable that discounts will 
be granted and the amount can be measured reliably, then the discount is recognized as a 
reduction of revenue as the sales are recognized.  
 
There are two streams of revenue in the normal course of the Company’s business: 
sales of fruit vinegar and sales of fruitcakes. 
 
3.9.1 Sales of fruit vinegar 
Sales of fruit vinegar are recognized when the title to the goods has been passed to the 
customer, which is at the date when the customer receives and accepts the goods, and 
collectability of the related receivable is reasonably assured. 
 
3.9.2 Sales of fruitcakes 
Sales of fruitcakes are recognized when the title to the goods has been passed to the 
customer, which is at the date when the customer receives and accepts the goods, and 
collectability of the related receivable is reasonably assured. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.10 Government grants 
 
Grants from the government are recognized at their fair value where there is a reasonable 
assurance that the grant will be received and the Company will comply with all required 
conditions. 
 
Government grants relating to costs are deferred and recognized in the statements of profit or 
loss and other comprehensive income as other income over the period necessary to match 
them with the costs they are related to. 
 
Government grants relating to the purchase of property, plant and equipment are included in 
non-current liabilities as deferred government grants and are recognized in the statement of 
profit or loss and other comprehensive income as other income on a straight-line basis over 
the expected lives of the related assets.   
 
3.11 Income taxes 

 
Current tax is the expected tax payable or receivable on the taxable income or loss for the 
year, using tax rates enacted or substantively enacted at the reporting date, and any 
adjustment to taxes payable in respect of previous years. 
 
Deferred taxes are recognized for temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation 
purposes.  Deferred taxes are measured at the tax rates that are expected to be applied to 
temporary differences when they reverse, based on the laws that have been enacted or 
substantively enacted by the reporting date.  Deferred tax assets and liabilities are offset if 
there is a legally enforceable right to offset current tax liabilities and assets, and they relate to 
income taxes levied by the same tax authority on the same taxable entity, or on different tax 
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax 
assets and liabilities will be realized simultaneously. 
 
A deferred tax asset is also recognized for unused tax losses, tax credits and deductible 
temporary differences, to the extent that it is probable that future taxable profits will be 
available against which they can be utilized.  Deferred tax assets are reviewed at each 
reporting date and are reduced to the extent that it is no longer probable that the related tax 
benefit will be realized.  A valuation allowance is established to reduce deferred tax assets 
to the amount expected to be realized.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
3.11 Income taxes (continued) 
 
Revenues, expenses and assets are recognized net of the amount of sales tax. The net 
amount of sales tax recoverable from, or payable to, the taxing authority is included as part 
of receivables or payables in the condensed statement of financial position. 
 
3.12 New standards and interpretations not yet adopted 

 
A number of new standards, amendments to standards and interpretations have been issued 
since 31 March 2017 up to the date of authorization of the financial statements which are 
not yet effective and have not been applied in preparing these financial statements.  None 
of these new standards or amendments to standards when effective are expected to have a 
material effect on the condensed financial statement of the Company except for the 
following: 
 
IFRS 15 – Revenue from Contracts with Customers, which is effective, after amendment, 
for periods beginning on or after 1 January 2018.  IFRS 15 sets forth the requirements for 
recognizing revenue that applies to all contracts with customers.  The Company is in the 
process of determining the possible effects, if any, on its financial reporting. 
 
IFRS 16 – Leases, which is effective for periods beginning on or after 1 January 2019, 
principally requires lessees to recognize assets and liabilities for all leases with terms 
longer than 12 months and to present the rights and obligations associated with these 
leases in the statement of financial position.  IFRS 16 eliminates the classification of 
leases as either operating leases or finance leases for a lessee.  Instead, all leases are 
treated in a similar way to finance leases applying IAS 17. The Company is in the process 
of determining the possible effects on its financial reporting.  
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4. DETERMINATION OF FAIR VALUES  
 

A number of the Company’s accounting policies and disclosures require the determination 
of fair value, for both financial and non-financial assets and liabilities.  Fair values have 
been determined for measurement and/or disclosure purposes as disclosed in Note 10.3.  
When applicable, further information about the assumptions made in determining fair 
values is disclosed in the notes specific to that asset or liability. 
 
4.1 Inventory 

 
The fair value of inventory is determined based on the estimated selling price in the 
ordinary course of business less the estimated costs of completion and sale, and a 
reasonable profit margin based on the effort required to complete and sell the inventory. 

 
4.2 Trade and other receivables 
 
Due to the short-term nature of the current receivables, their carrying amount is assumed 
to be the same as their fair value.  The fair value of trade and other receivables is estimated 
as the present value of future cash flows, discounted at the market rate of interest at the 
reporting date.  This fair value is determined for disclosure purposes. 
 
4.3 Non-derivative financial liabilities 
 
Fair value, which is determined for disclosure purposes, is calculated based on the present 
value of future principal and interest cash flows, discounted at the market rate of interest at 
the reporting date. 
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5. FINANCIAL RISK MANAGEMENT 
 

5.1 Credit risk 
 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a 
financial instrument fails to meet its contractual obligations, and arises principally from 
the Company’s trade and other receivables from customers. 
 
5.1.1 Receivables 
The Company’s exposure to credit risk is influenced mainly by the individual 
characteristics of each customer.  In the normal course of business, the Company grants 
credit to its customers based on credit evaluations of their financial condition.   
 
The following table represents certain information about the Company’s major customers 
which individually accounted for more than 10% of the Company’s gross revenue for the 
six months ended 31 March 2017. 
      

     
 

Gross Revenue Percentage 
Accounts 

Receivable  Percentage 
     
    Customer 1  4,146,688  15.4%  2,404,822  14.9% 
    Customer 2  3,599,776  13.4%  1,951,842  12.1% 
    Customer 3  3,235,489  12.0%  2,107,717  13.0% 
    Customer 4  3,292,085  12.2%  1,976,134  12.2% 
    Customer 5  3,152,593  11.7%  1,871,597  11.6% 
    Customer 6  3,895,012  14.5%  2,303,696  14.2% 
    Customer 7  2,920,335  10.8%  1,746,968  10.8% 
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5. FINANCIAL RISK MANAGEMENT (continued) 
 
5.1 Credit risk (continued) 
 
5.1.1 Receivables (continued) 
Trade receivables are non-interest bearing and are generally on terms of 30-90 days.  The 
Company establishes an allowance for impairment that represents its estimate of incurred 
losses in respect of trade and other receivables.  The main components of this allowance are 
a specific loss component that relates to individually significant exposures, and a collective 
loss component established for groups of similar assets in respect of losses that may have 
been incurred but not yet identified. On a periodic basis, management evaluates accounts 
receivable balances and establishes an allowance, based on the history of past write-offs and 
collections.  As at 31 March 2017, the Company considers all accounts receivable to be 
fully collectible and, therefore, did not provide for an allowance for doubtful accounts.  
 
The aging of receivables as at 31 March 2017 was as follows: 
 
   Gross Impairment 
    

Not past due  16,790,768     - 
Past due 0-30 days      - - 
Past due 31-60 days      -      - 
More than 60 days      -      - 

  16,790,768      - 
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5. FINANCIAL RISK MANAGEMENT (continued) 
 
5.2 Cash 
 
Substantially all of the Company’s bank accounts are in banks located in the PRC.  The 
exchange rate of RMB is determined by the government of the PRC and the remittance of 
funds out of the PRC is subject to exchange restrictions imposed by the government of 
the PRC.   
 
5.3 Liquidity risk  

 
Liquidity risk is the risk that the Company will encounter difficulty in meeting the 
obligations associated with its financial liabilities that are settled by delivering cash or 
another financial asset.  The Company’s approach to manage liquidity is to ensure, as far 
as possible, that it will always have sufficient liquidity to meet its liabilities when due, 
under both normal and stressed conditions, without incurring unacceptable losses or 
risking damage to the Company’s reputation. 
 
5.4 Market risk 
 
The Company is exposed to market risk through its use of financial instruments and 
specifically to interest rate risk, which result from its operating activities.  The change of 
economic conditions causes the risks, and the Company works to mitigate the risks. 
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5. FINANCIAL RISK MANAGEMENT (continued) 
 
5.5 Capital management 
 
The Company’s debt to adjusted capital ratio at 31 March 2017 was as follows: 
    
    
Total liabilities     1,158,251  
Less: cash and cash equivalents     6,545,759  
Net debt    -  
Total equity     33,917,732  
Debt to capital ratio    - 

 
 

6. INCOME TAX EXPENSE 
 

6.1 Provision for income taxes 
 

The provision for income taxes for the six months ended 31 March 2017 consists of the 
following: 
      
      
Current      630,913  
Deferred     - 
Total income tax provision      630,913 
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6. INCOME TAX EXPENSE (continued) 
 

6.2 Reconciliation of effective tax rate 
    
     Tax rate      Amount 
Operating profit before income tax expense          4,715,285  
Tax using the Company’s domestic tax rate       15.00%       707,293  
Tax effect of: 

Non-deductible expenses due to  
     deferred listing costs 

      Prior year adjustments 

        
 

     (1.61%) 
     (0.01%) 

     
 

 (75,909)   
      (471) 

        13.38%        630,913  

 
The local tax authority approved the Company as a high-tech enterprise from 8 October 
2014 to 8 October 2017.  This entitles the Company to a reduced corporate tax rate of 15% 
for the six months ended 31 March 2017. 
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7. INVENTORY 
 

As at 31 March 2017, the carrying amount of inventory consists of the following: 
      
      
Raw materials     1,111,327  
Work in progress     6,127,708  
Finished goods     1,569,429  
Total inventories      8,808,464  

 
Inventory of $20,041,340 was recognized as expense and included in cost of sales for the 
six months ended 31 March 2017. 
 
 

8. LAND USE RIGHTS 
 
As at 31 March 2017, the carrying amount of the land use right consists of the following: 
      
      
As at 1 October      1,404,180 
Amortization charge     (14,579) 
Effect of exchange rate fluctuations     (44,880) 
As at 31 March      1,344,721  
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9. PROPERTY, PLANT AND EQUIPMENT 
 

9.1 Carrying amount of property, plant and equipment 
 
As at 31 March 2017, the carrying amount of property, plant and equipment consists of the 
following: 
     
     
Building and building improvements    814,696  
Production equipment    628,650 
Furniture and office equipment    76,414 
Motor vehicles    63,626  
Total property, plant and equipment, net    1,583,386  
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9. PROPERTY, PLANT AND EQUIPMENT (continued) 
 

9.2 Cost or deemed cost 
 
The movement of cost or deemed cost of property, plant and equipment for the six months ended 31 March 2017 consists of the 
following: 
   

Building and building 
improvements 

 
Production 
equipment 

 
Furniture and 

office equipment 

 
Motor 

vehicles 

 
 

Total 
       

As at 30 September 2016   1,199,065     959,276  166,694   221,591    2,546,626 
Additions  - 51,319  16,004  - 67,323  
Disposals  - - - - - 
Effect of exchange rate fluctuations  (38,337)  (30,689)  (5,336)            (7,085) (81,447)  
As at 31 March 2017  1,160,728  979,906    177,362      214,506     2,532,502  
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9. PROPERTY, PLANT AND EQUIPMENT (continued) 
 

9.3 Depreciation and impairment losses 
 
The movement of depreciation and impairment losses of property, plant and equipment for the six months ended 31 March 2017 consist 
of the following: 
   

Building and building 
Improvements 

 
Production 
equipment 

 
Furniture and 

office equipment 

 
Motor 

vehicles 

 
 

Total 
       

As at 30 September 2016    314,458    315,164    86,239  140,822   856,683 

Depreciation for the period  41,641  46,184  17,473 14,566 119,864 

Impairment loss  - - - - - 
Effect of exchange rate 
    fluctuations  (10,067) (10,092) (2,764) 

 
(4,508) (27,431) 

As at 31 March 2017  346,032    351,256     100,948  150,880 949,116  

 



JIANGXI BOJUN ECOLOGICAL AGRICULTURE DEVELOPMENT 
CO., LTD.  
 
 
NOTES TO THE CONDENSED FINANCIAL STATEMENTS 
IN US DOLLARS 

 
 

26 

10. FINANCIAL INSTRUMENTS  
 
10.1 Credit risk 
 
10.1.1 Exposure to credit risk 
The carrying amount of financial assets represents the Company’s maximum credit 
exposure.  The maximum exposure to credit risk as at 31 March 2017 was as follows: 
      

       
Trade and other receivables       16,790,768  
Cash and cash equivalents       6,545,759  

      23,336,527  

 
10.2 Liquidity risk 
 
The following are the contractual maturities (including interest payments where applicable) 
of financial liabilities. 
 
10.2.1 Non-derivative financial liabilities 
 

 
 

Carrying   
amount 

Contractual 
cash flow 

6 months 
or less 

6-12 
months 

More 
than 1 
year 

      
Trade and other payables  361,120   361,120   361,120   -         - 
As at 31 March 2017  361,120   361,120   361,120      -      - 
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10. FINANCIAL INSTRUMENTS (continued) 
 

10.3 Fair value 
 
10.3.1 Fair values versus carrying amounts 
The fair values of financial assets and liabilities, together with the carrying amounts shown 
in the condensed statement of financial position were as follows: 

 
Assets carried at amortized cost 

 
   Fair Value 
         
 Carrying 

amount  
Level 

I  
Level 

II   
Level 

III Total 
Financial assets not measured at fair value 
         
Trade and other receivables  16,790,768   -  -  - 16,790,768  
Cash and cash equivalents    6,545,759   -  -  -  6,545,759  
As at 31 March 2017 23,336,527   -  -  - 23,336,527  
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10. FINANCIAL INSTRUMENTS (continued) 
 
10.3 Fair value (continued) 
 
10.3.1 Fair values versus carrying amounts (continued) 
Liabilities carried at amortized cost 
 
    Fair Value 
          
  Carrying 

amount  
Level 

I  
Level 

II  
Level 

III Total 
Financial liabilities not measured at fair value 
          
Trade and other payables  361,120  -  -  - 361,120 
As at 31 March 2017  361,120  -  -  - 361,120 
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10. FINANCIAL INSTRUMENTS (continued) 
 
10.3 Fair value (continued) 
 
10.3.2 Fair value hierarchy 
Financial assets and financial liabilities measured at fair value in the condensed statement of 
financial position are grouped into three levels of the fair value hierarchy.  This grouping is 
determined based on the lowest level of significant inputs used in the fair value 
measurement, as follows: 
 
 Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities 
 Level 2: inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly (i.e. as prices) or 
indirectly (i.e. derived from prices) 

 Level 3: inputs for the asset or liability that are not based on observable 
market data (unobservable inputs) 

 
As at 31 March 2017, carrying values of non-derivative financial instruments disclosed 
above, approximate fair values due to the short term nature of these financial instruments.   
 
 

11. COST OF SALES 
 

11.1 Details of cost of sales 
 
The following schedule is the cost of sales for the six months ended 31 March 2017:  

     
     
Finished goods, beginning of period             759,218 
Transfer in from work in progress    20,876,109  
Less: finished goods, end of period    1,569,429  
Effect of exchange rate fluctuations      (24,558) 
Total cost of sales          20,041,340  
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12.  OPERATING EXPENSES  
 

12.1 Details of selling and distribution expenses: 
 
The selling and distribution expenses for the six months ended 31 March 2017 consist of 
the following: 

     
     
SELLING AND DISTRIBUTION     
Advertising expenses     231,460  
Salaries and other benefits     170,912  
Depreciation     9,123  
Traveling expenses     78,920  
Entertainment expenses     47,448  
Freight out     783,196  
Office expenses     1,697  
Motor vehicle expenses     9,788  
Total selling and distribution expenses     1,332,544  

 
12.2 Details of administrative expenses: 
 
The administrative expenses for the six months ended 31 March 2017 consist of the 
following: 
     
     
ADMINISTRATIVE     
Salaries and other benefits     236,390  
Depreciation and amortization     58,677  
Small items consumed     2,882  
Office expenses     2,471  
Telephone expenses      1,384  
Traveling expenses     6,961  
Entertainment expenses     25,361  
Other taxes     21,999  
Other     14,720  
Total administrative expenses      370,845  
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12.  OPERATING EXPENSES (continued) 
 

12.3 Details of research and development expenses: 
 
The research and development expenses for the six months ended 31 March 2017 consist of 
the following: 
    
    
RESEARCH AND DEVELOPMENT   
Salaries and other benefits    162,083  
Research and development direct fees    349,997  
Depreciation and amortization    14,631  
Other research and development expenses    113,973  
Total research and development expenses     640,684  

 
 

13.  OTHER INCOME  
 
The other income for the six months ended 31 March 2017 consists of the following: 

    
    
OTHER INCOME     
Government grants     104,584  
Licensing revenue   65,740 
Total other income   170,324  

 
 

  
 
 




