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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of Silver Base Group Holdings Limited (the
“Company”), together with its subsidiaries, collectively,
(the “Group”), | hereby present the unaudited interim
report of the Company for the six months ended 30

September 2019 (the “Period under Review").

In recent years, many changes have taken place in the
baijiu industry. The industry has changed from providing a
single product to providing comprehensive services; from
a single distributor to business integration; the medium
of communication has evolved from an era of resources
to an era of information; the positioning of the industry
has shifted from traditional manufacturing to industrial
convergence. Promoting the process of digitalisation and
globalisation has become essential to the development of

the baijiu industry in the new era.

The diverse transformation of China‘s liquor industry
generated various new demands. Facing the wave of
new technologies and new retail trends, distributors are
seeking development through transformation. As a well-
established national baijiu distributor that has served
China’s liquor industry over the years, Silver Base is always
at the forefront of the market, grasping the trends of
growth in the industry and understanding the needs of
baijiu manufacturers, business members and end users, as
well as sowing the seeds of development with its “Wine
Kingdom” online platform in order to better serve the

industry.
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As the core of Silver Base, “Wine Kingdom” has become a
major player of China’s liquor interactive sales platforms.
During the Period under Review, “Wine Kingdom”
underwent new upgrades. A new smart business
ecosystem “Wine Kingdom” 2.0 was built through
expanding collaborations with nationally renowned
brands, recruiting core members, and developing
comprehensive services for S2B2C product display and
online transactions. The all-channel new media promotions
and entertainment interactions also facilitated the liquor
industry to reach new developmental heights. Leveraging
its experience of over 20 years in the liquor industry, Silver
Base will continue to enhance the functionalities and
precise layout of “Wine Kingdom” in order to aggressively
expand its market share in the national market and further

optimise the linkage between online and offline sales.

In addition, the Group has always adapted to market
changes, adjusted its product range and extended to
overseas markets as appropriate, so as to further increase

its sales and profitability.

Baijiu is a type of liquor that is unique in China, which
has a firm status and loyal consumer base. However, in
the digitalised new retail era, the consumption pattern
of society is ever-changing, and the baijiu industry
faced challenge after challenge over a short few years.
Leveraging solid market fundamentals, the Group will
modernise its operations with opportunities presented
by the internet, big data and information technology,
and adapt to changes in the baijiu industry with a more
advanced and stable corporate structure. At the same
time, we will uphold our motto of continuous innovation,
strive to improve quality and efficiency, and conduct
substantial business exploration so as to maintain our

sustainable and orderly development.
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Last but not least, | would like to express my sincere
thanks to the shareholders of the Company, business
partners and customers for their long-standing support.
We look forward to repaying the trust that you have
placed in us with greater performance. On behalf of the
Board, | would also like to express my heartfelt gratitude
to the Directors, management team and all the employees
for their effort and hard work for the Group’s business

development.

Liang Guoxing

Chairman

21 November 2019
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For the period ended 30 September 2019 (the “Period HEZ-—NFNA=-+HLBHE(EE

under Review"”), the Group recorded a total revenue of
approximately HK$1,168.3 million (corresponding period
in 2018: HK$878.0 million), representing an increase
of approximately 33.1% compared to the previous
year. Excluding the provision for inventories, during
the Period under Review, the Group’s gross profit was
approximately HK$259.2 million (corresponding period
in 2018: HK$170.3 million). The gross profit margin
before provision for inventories was approximately 22.2%
(corresponding period in 2018: 19.4%), while the profit
attributable to the ordinary equity holders of the Company
was approximately HK$45.5 million (corresponding period
in 2018: loss of HK$40.0 million). Basic earnings per share
was approximately HK2.01 cents (corresponding period in

2018: basic loss per share of approximately HK1.76 cents).

During the Period under Review, the revenue generated
from the PRC market and the international market
accounted for approximately 90.1% (corresponding period
in 2018: 73.9%) and approximately 9.9% (corresponding
period in 2018: 26.1%) respectively.
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Baijiu Business

According to the National Bureau of Statistics of the
PRC (BZx%st/), from January to August 2019, the
accumulated sales revenue performance of sizable baijiu
makers of the PRC was RMB360.2 billion, representing
an increase of 11.0% compared to the corresponding
period of the previous year; while cumulative total profit
of sizable baijiu makers of the PRC was RMB88.2 billion,
representing an increase of 22.3%" compared to the

corresponding period of the previous year.

The demand for high-end baijiu has remained favourable
throughout the year, and inventory is at a reasonably
lower level compared to the corresponding period of
the previous year. Household names have increased
their allocation of resources in anticipation of peak
season, which strengthened the visibility of financial
results of liquor companies in 2019. In the meantime,
liguor companies have adjusted their product mix and
upgraded core products in recent years. Leading baijiu
brands have increased their investment in the area of
digitalisation to enhance the executive capabilities of
their marketing teams and to improve the efficiency of
channel management and consumer interaction, which
consolidates the foundation for industrial development.
As the trends of rejuvenation, fashionisation, globalisation
and intellectualisation, it is expected that the Chinese

baijiu market will enter a new “golden era.”

M http://www.baijw.com/html/xwpd/xysj/31131.html
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Wine and Cigarettes Business

The PRC is currently the world’s fifth largest country in
wine consumption. The demand for wine has continued
to rise as wine has become more popular in the PRC.
The Group expects China’s wine market will continue to
develop steadily and management will pay close attention
to the development and changes in the market and make
appropriate plans and adjustments. On the other hand,
the revenue of the cigarette business during the Period
under Review has increased when compared to the

corresponding period of the previous year.

Non-alcohol Business

Since the fourth quarter of 2018, the Group has made
relevant adjustments to this business after balancing cost,
gross profit margin, and contribution to the total sales.
The Group will continue to dedicate its resources mainly
to its core alcohol business, and will undergo non-alcohol
business operations after careful consideration of the best

options available.

Wine Kingdom B2B Platform

Since 2016, a new retail concept has swept the business
sector. From the initial B2C and B2B, to opening up “new
retail” both online and offline with “smart features”,
the iterative update speed of alcohol e-commerce is
continuing to accelerate. Opportunity for the development
of new retail in the alcohol industry is indeed enormous.
According to China Wine News Network, the total retail
sales of alcohol in the PRC is approximately RMB1.5
trillion, however, the total market share of all alcohol
e-commerce companies in the PRC is still less than 5% of

the entire industry.

10
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During the Period under Review, the Group has
further upgraded the systems of its B2B platform to
satisfy the demands of the market and our members.
Through comprehensive services including increased
collaboration with brands, recruitment of core members,
and development of S2B2C product display and online
transactions, the Group has built a new “Wine Kingdom”
2.0 smart business ecosystem, and will facilitate the
alcohol industry to reach new heights by further adopting

new media promotion and entertainment interaction.

Furthermore, the baijiu industry is exploring new markets,
especially the market of new generations of customers.
In order to attract new generations of customers and
for them to acquire a taste for Chinese baijiu at an
earlier stage, the Group has made a variety of attempts
on the platform through utilising channels and means
of communication which they are accustomed to, such
as building “Wine Kingdom” self-media matrices and

collaborating with online influencers.

Outlook and Future Development

After experiencing short-term pain from industry
adjustments, market recovery, and a concentrated burst of
new power in recent years, the traditional baijiu industry
finally embraces positive trends. Since 2018, the rapid
growth of the revenue and profit of the Chinese baijiu
industry has continued to accelerate, which paints an

imaginative picture for the industry.
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Currently, under the background of digital economy, the
economy lives in the era of smart city 3.0. The industry
is no longer confined to internet interactions, but has
expanded to deeper environments, to provide digitalised
services for scenarios in real life. In the next three to five
years, big data has profound implications and impact
on the baijiu industry for developing brand name and
increasing sales. As a national baijiu distributor in the PRC,
the Group will continue to utilise the more established
“Wine Kingdom” B2B platform empowered by big data,
in order to create a scenario for baijiu e-commerce which

better suits market needs and to increase overall revenue.

In addition, with overseas market becoming a new arena
for Chinese baijiu, the Group will also strive to establish its
footholds in other Eastern European countries, including
the Czech Republic, Hungary, and Slovakia. In terms
of management, the Group will continue to optimise
organisational structure, increase per capita performance,
and respond to ever-changing market conditions in a more

flexible and nimble way.

With the optimisation of business composition, the
upgrade of the B2B platform and business reputation
and impact accumulated over many years, the Group
is confident to remain in the leading position of baijiu

operations.
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FINANCIAL REVIEW

Revenue and Gross Profit

The Group generates its revenue primarily from sales
of high-end liquors. For the six months ended 30
September 2019, the Group recorded a total revenue
of approximately HK$1,168.3 million, representing an
increase of approximately 33.1% compared to a total
revenue of approximately HK$878.0 million for the six
months ended 30 September 2018. For the six months
ended 30 September 2019, approximately 90.1% of
revenue was derived from the PRC market (corresponding
period in 2018: 73.9%).

The Group’s revenue derived from the distribution of
liguors represented approximately 99.7% of the total
revenue for the six months ended 30 September 2019
(corresponding period in 2018: 87.0%) while the revenue
derived from the distribution of sugar, cigarettes and
others represented approximately 0.3% of the total
revenue for the six months ended 30 September 2019

(corresponding period in 2018: 13.0%).

The Group’s gross profit for the six months ended 30
September 2019 approximately was HK$257.6 million
(corresponding period in 2018: HK$160.7 million). The
increase in gross profit was mainly due to the significant
increase in sales volume during the period. Excluding
the factor of provision for inventories, the Group’s gross
profit for the six months ended 30 September 2019 was
approximately HK$259.2 million (corresponding period
in 2018: HK$170.3 million), the gross profit ratio before
provision for inventories approximately was 22.2%

(corresponding period in 2018: 19.4%).
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Other Income, Gains And Losses

Other income, gains and losses amounted to
approximately HK$36.2 million for the six months
ended 30 September 2019 (corresponding period in
2018: HK$10.3 million). Such increase was mainly due
to dividend income from and changes in fair value of

financial assets at fair value through profit or loss.

Selling and Distribution Expenses

Selling and distribution expenses mainly comprised salaries
and welfare related to sales and marketing personnel,
advertising and promotional expenses, transportation
costs, rental expenses and miscellaneous expenses related

to sales.

Selling and distribution expenses amounted to
approximately HK$98.6 million (corresponding period in
2018: HK$124.1 million) accounting for approximately
8.4% (corresponding period in 2018: 14.1%) of the
revenue of the Group for the six months ended 30
September 2019. Such decrease was mainly due to
reasonable planning of resources allocated for marketing

expenses and decrease in storage and transportation costs.

Administrative Expenses
Administrative expenses are mainly comprised of salaries
and welfare, office rental expenses, professional fees and

other administrative expenses.

Administrative expenses amounted to approximately
HK$49.8 million (corresponding period in 2018:
HK$43.0 million) accounting for approximately 4.3%
(corresponding period in 2018: 4.9%) of the revenue of
the Group for the six months ended 30 September 2019.
Such increase was mainly due to the increase in salaries

and wages for administrative personnel.
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(Loss from Impairment)/Reversal of Impairment,
Net

Loss recorded in this account amounted to approximately
HK$35.9 million (corresponding period in 2018: HK$8.1
million) for the six months ended 30 September 2019. The
change was mainly due to the increase in impairment of

trade receivables during the period.

Finance Costs

Finance costs amounted to approximately HK$62.1
million (corresponding period in 2018: HK$47.5 million)
representing approximately 5.3% (corresponding period
in 2018: 5.4%) of the Group’s revenue for the six months
ended 30 September 2019. The finance costs include
interest on bank and other loans, interest on bond
payables and interest on lease liabilities. Such increase was
mainly due to the increase in interest on bond payables

and interest on lease liabilities.

Income Tax Expense

During the current period, no provision for Hong Kong
profits tax and PRC Enterprise Income Tax was made as the
Group had available tax losses brought forward from prior
years to offset the assessable profits generated during the
period. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries or

jurisdictions in which the Group operates.

Profit Attributable to Ordinary Equity Holders of
the Company

Taking into account of the aforementioned, the profit
attributable to ordinary equity holders of the Company for
the six months ended 30 September 2019 amounted to
approximately HK$45.5 million (corresponding period in
2018: loss of HK$40.0 million).
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Dividends

The Company did not pay any interim dividend for the six
months ended 30 September 2018 and any final dividend
for the year ended 31 March 2019.

The Board does not recommend the payment of an interim
dividend for the six months ended 30 September 2019.

Inventories

As at 30 September 2019, the Group’'s inventories
was approximately HK$461.2 million (31 March 2019:
HK$1,028.1 million). The decrease was mainly due to the

sharply increase in the sales volume during the period.

Trade Receivables
The Group has adopted stringent credit policy. In prior
years, the Group granted a credit period of up to 1 year to

some long-term or reliable customers.

The increase in trade receivables was mainly due to the
increase in credit sales and credit terms granted by the

Group to the customers.

All the Group’s distributors have been selected after
careful and serious consideration. They generally possess
extensive distribution networks, considerable financial
strengths and competitive market positions. After careful
assessment of the receivable balance’s recoverability by
taking into account of the current adverse operating
environment, financial conditions of the distributors and
aging of the balances, total impairment allowance in
aggregate of approximately HK$215.9 million (31 March
2019: HK$188.9 million) had been made by the Group as
at 30 September 2019.
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As at 30 September 2019, the trade receivables, net of
provision were approximately HK$202.7 million (31 March
2019: HK$137.5 million). Approximately 5.0% of the net
trade receivables were aged within two months as at 30
September 2019 (31 March 2019: 32.4%).

The Group will continue to adopt stringent credit control
policy and will apply the following measures to manage
and enhance the recoverability of the Group’s trade

receivables:

(i) close and continuous communication and
cooperation between the distributors and our sales
managers in strengthening the sales channels and
marketing strategies of the Group, which enables
clearance of their accumulated inventories and

settlements to the Group; and

(i) actively pursue cash-transaction business such as

e-commerce and TV shopping and B2B business.

Up to the date of this report, the Group’s subsequent
settlement of the trade receivables was approximately
HK$103.5 million.

Trade and Bills Payables

As at 30 September 2019, the trade and bills payables
was approximately HK$4.2 million (as at 31 March 2019:
HK$519.0 million). The decrease in trade and bills payables
was due to the outstanding bills payables were settled

during the Period under Review.
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Liquidity and Financial Resources

As at 30 September 2019, the Group had bank balances
and cash of approximately HK$483.1 million (31 March
2019: HK$598.1 million), approximately 90.7% (31
March 2019: 78.8%) of which was denominated in RMB,
approximately 5.7% (31 March 2019: 17.1%) of which
was denominated in Hong Kong dollars and approximately
3.6% (31 March 2019: 4.1%) of which was denominated
in other currencies. The decrease in cash and cash
equivalents was mainly due to the increase in cash in used
operating activities. As at 30 September 2019, the Group's
net current assets were approximately HK$672.8 million
(31 March 2019: HK$946.2 million).

Capital Structure of the Group

Total interest-bearing bank and other borrowings as at
30 September 2019 was approximately HK$125.7 million
(31 March 2019: HK$647.0 million) which were bank loan
and other loan. All (31 March 2019: 100%) of which were

denominated in RMB.

The Group’s bank loan in the amount of HK$21.1 million
(31 March 2019: HK$64.1 million) containing a repayment
on demand clause and therefore included within current

liabilities.

Based on the maturity terms of the bank loan, the amount
is repayable in full within one year (31 March 2019:
HK$64.1 million).

The Group’s other loan was denominated in RMB. The

amount is repayable in full within one year.
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During the Period under Review, the Group issued bonds
with an aggregate principal amount of HK$27.0 million
before related expenses of HK$4.7 million, to certain
independent individuals. The 2019 Bonds bear interest
at rates 7% per annum and will mature in the period
from June 2022 to September 2022. The interest will be
repayable by the Group semi-annually from the issue dates

of the respective bonds and up to the maturity date.

No particular seasonality trend for the borrowing
requirements of the Group observed for the period under

review.

The Group’s monetary assets, liabilities and transactions
are principally denominated in Hong Kong dollars and
RMB. Revenue derived and operating expenses incurred
by the Group’s subsidiaries in the PRC are mainly
denominated in RMB. The Directors consider that a
reasonably possible annual change of 5% in the exchange
rate between Hong Kong dollars and RMB would have
no material impact on the Group's results and therefore
hedging through the use of derivative instruments is

considered unnecessary.

The funding and treasury policies of the Group are
centrally managed and controlled by the senior
management in Hong Kong. The Group’s financing
activities are managed centrally by maintaining an
adequate level of cash and cash equivalents to finance
the Group’s operations. The Group also ensures the
availability of the bank credit facilities to address any short
term funding requirements. The Group’s cash and bank

balances are placed with reputable financial institutions.
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The Group monitors its capital using the gearing ratio,
which is net debt divided by the total capital plus net
debt. Net debt includes interest-bearing bank and other
borrowings, trade and bills payables, contract liabilities,
other payables and accruals, amount due to a director,
bond payables and lease liabilities less bank balances
and cash. Total capital represents equity attributable to
the ordinary equity holders of the Company. As at 30
September 2019, the gearing ratio was approximately
60.6% (31 March 2019: 76.1%).

Employment and Remuneration Policy

The Group had a total work force of 260 employees
in Hong Kong and the PRC as at 30 September 2019
(31 March 2019: 293 employees). The total salaries
and related costs (including Directors’ fee) amounted
to approximately HK$55.4 million for the six month
ended 30 September 2019 (31 March 2019: HK$114.9
million). The Group has implemented the remuneration
policy, bonus and share option scheme based on the
achievements and performance of employees. The Group
has also participated in the mandatory provident fund
scheme in Hong Kong and the state managed retirement
benefit scheme in the PRC. The Group continues to
provide training courses for its staff to enable them to
achieve self-improvement and to enhance their skill and

knowledge.

Share Option Schemes

On 20 February 2009, the Company approved and
adopted a share option scheme (the “2009 Share
Option Scheme”) for the purpose of providing incentives
and rewards to eligible participants who contribute to
the growth of the Group. Eligible participants of the
2009 Share Option Scheme include, but not limited to,

employees, Directors and any other eligible persons.
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The 2009 Share Option Scheme had expired on 19
February 2019. On 23 August 2019, the shareholders of
the Company approved a new share option scheme (the
“2019 Share Option Scheme”). Details of the 2019 Share
Option Scheme are set out in the mandate circular of the
Company dated 19 July 2019. As at 30 September 2019,
the maximum number of share which may be issued upon
exercise of all outstanding options granted under the 2009
Share Option Scheme and 2019 Share Option Scheme are
217,950,000 shares and nil respectively.

EVENTS AFTER THE PERIOD UNDER REVIEW

The Group has no significant subsequent events occurred

after the Period under Review.
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CORPORATE GOVERNANCE CODE AND
OTHER INFORMATION

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has applied the principles and complied
with the code provisions in the Corporate Governance
Code contained in Appendix 14 to the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
throughout the six months ended 30 September 2019.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules as
the code of conduct regarding the securities transactions
of the directors of the Company (the “Directors”). Having
made specific enquires, all Directors confirmed that they
have complied with the standards set out in the Model

Code during the six months ended 30 September 2019.

The Company has adopted written guideline, “Code for
Securities Transactions by Relevant Employees”, on no
less exacting terms than the Model Code for securities
transactions by relevant employees who are likely to be in
possession of unpublished price-sensitive information of

the Company.

LITIGATION

In December 2013, one distributor of the Group (the
“Plaintiff”) filed a claim to a District People’s Court in
the PRC (the "PRC District People’s Court”) against one
of the Group’s subsidiaries in the PRC in relation to the
Group’s obligation to buy back certain inventories from
the Plaintiff (the “Claim”). The Plaintiff demanded the
purchase consideration and related compensation from the
Group of approximately RMB20.1 million (equivalent to
approximately HK$22.3 million) in total.
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According to a judgement dated 25 August 2015 issued
by the PRC District People’s Court, the Group was liable
to buy back certain inventories from the Plaintiff with
a total consideration of approximately RMB18.9 million
(equivalent to approximately HK$21.0 million). The
Group has filed an appeal for such judgement to the PRC
District People’s Court in September 2015. According to
a judgement dated 7 January 2016 issued by the PRC
District People’s Court, the appeal from the Group was
dismissed and the original judgement dated 25 August
2015 was sustained.

At the date of approval of the interim condensed
consolidated financial information, the Group and the
Plaintiff are under the negotiation for the buy back
arrangement of the inventories and the Group has not
bought back any inventories from the Plaintiff. The
Directors are in the opinion that adequate provision
has been made in the financial statements to cover any
potential liabilities arising from the Claim.

AUDIT COMMITTEE

The audit committee of the Company (the "Audit
Committee”) currently comprises three members, all of
whom are independent non-executive Directors, namely
Mr. Hung Sui Kwan who possesses professional accounting
qualifications, Mr. Ma Lishan and Dr. Lee Kwok Keung
Edward. Mr. Hung Sui Kwan is the chairman of the Audit
Committee. The Audit Committee has adopted the terms
of reference in line with the Corporate Governance Code
issued by the Stock Exchange. The principal duties of the
Audit Committee include the review and supervision of the
Group’s financial reporting and internal control process.

The Audit Committee along with the management of the
Company has reviewed the unaudited interim financial
statements for the six months ended 30 September 2019
including the accounting principles and practices adopted
by the Group.

The interim condensed consolidated financial statements
of the Company for the six months ended 30 September
2019 had not been audited but had been reviewed by the
independent auditors of the Company.
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COMPLIANCE COMMITTEE

The compliance committee of the Company (the
“Compliance Committee”) currently comprises four
members, including all independent non-executive
Directors, namely Mr. Hung Sui Kwan, Mr. Ma Lishan, Dr.
Lee Kwok Keung Edward and one executive Director, Ms.
Chen Xiaoxu. Mr. Hung Sui Kwan is the chairman of the
Compliance Committee.

INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the six months ended 30 September
2019 (corresponding period in 2018: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Reference is made to the announcements of the Company
dated 26 April 2018 and 9 August 2019. On 26 April
2018, the Group entered into an agreement (the
"Acquisition Agreement”) with Mr. Chen Xiaolong (“Mr
Chen”), an independent third party, pursuant to which
Mr. Chen conditionally agreed to sell and the Group
conditionally agreed to acquire 51% of the issued shares
of the target company and its subsidiary at a maximum
total consideration of RMB18,000,000, which will be
satisfied by the issue of up to 12,000,000 consideration
Shares.

However, as the Company and Mr. Chen could not reach
a consensus on the adjustment of the adjustment of
the consideration Shares for Performance Period |, the
parties agreed to mutually terminate the Acquisition
Agreement. Accordingly, on 9 August 2019, Mr. Chen
and the Group entered into a termination agreement to
terminate the Acquisition Agreement. As a result, all the
antecedent obligations and liabilities of the parties were
absolutely discharged. The Company is of the view that
the termination of the Acquisition Agreement will have
no material adverse impact on the financial position and
business operation of the Company.

Save as disclosed above, there was no purchase, sale or
redemption by the Company, or any of its subsidiaries,
of the Company’s listed securities during the six months
ended 30 September 2019.
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BOARD OF DIRECTORS
The Directors during the period and up to the date of this

report are as follows:

Executive Directors

Mr. Liang Guoxing (Chairman)

Mr. Yan Jun (Chief Executive Officer)

Ms. Chen Xiaoxu (Chief Financial Officer)

Non-executive Directors
Mr. Wu lJie Si

Mr. Chen Sing Hung Johnny
(retired on 25 September 2019)

Independent Non-executive Directors
Mr. Hung Sui Kwan

Mr. Ma Lishan

Dr. Lee Kwok Keung Edward

CHANGE IN INFORMATION OF DIRECTORS

Upon specific enquiry by the Company and following
respective confirmations from the Directors, there is no
change in the information of the Directors required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules
since the publication of the Company’s annual report for
the year ended 31 March 2019.
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DIRECTORS" AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 September 2019, the interests and short positions
of the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance
(the”SFO™)) (i) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which were taken or deemed to have been
taken under such provisions of the SFO); or (ii) which
were required, pursuant to section 352 of the SFO, to be
entered in the registered referred to therein; or (iii) which
were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) contained in the Listing Rules, were as follows:

(i) Shares of the Company
Number or

attributable
number of

EERBESTHRAERKRS - #H
RO RESFNER

RZZB-NFNAA=1TH EERARAK
BITRABRAR B REEMBEERE (E&
REFLBAE G ([EFEHREEERD ) FEXV
#B) MR D - ARRA AR KB S5 A ek BOR
B MAGMREE 5 KB ERAIFEXVEFT RS
DEBEME AR R R (BRERBEES R
MBI R e EER G BRI S
Kok R) + (iR IBRE 5 KB G 5352105
AB RN ZAGPTA B LM ¢ SRR LT AR
AN EM AR ESETESFRRINEE
SRR ST A ZBAE AN R 7] M B 32 P an
™

N

RSN

i)
=B
=

.

t
I
]|
=N
P
=

Approximate
percentage or
attributable
percentage of
shareholding

shares held or of the
Name of Director short positions Position Nature of interests Company
RN B R RE
s EMLR G BMOKRBE D
qEEHE BESXAEE - § EamtE FEEE D
Liang Guoxing 277,290,000 (Note 1) Long Interest in controlled 12.27%
corporation
R 277,290,000 (#7#1) E MEPEE 2 e
726,756,750 (Note 2) Long Founder and beneficial 32.16%
object of a discretionary
trust
726,756,750 (f1it2) "R 2REFRZEIPA
kZmA
2,050,000 (Note 3) Long Family interest 0.09%
2,050,000 (#7#t3) R ENT 3
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Share Options (i) EEAxHE
Approximate
Underlying percentage or
shares pursuant attributable
to the share percentage of
options as at 30  shareholding of
Name of Directors September 2019 the Company
RZEB-NENA RARA R RAE
=+ BBRERY BMOKRBE D
EEfE Rz HEEGHE HEEBEDL
Yan Jun (Note 4) 20,000,000 0.88%
B & (A1 it4)
Chen Xiaoxu (Note 4) 1,500,000 0.06%
BRIEE (A7 i4)
Wu Jie Si (Note 4) 1,500,000 0.06%
R (M it4)
Hung Sui Kwan (Note 4) 1,500,000 0.06%
I i (i at4)
Ma Lishan (Note 4) 750,000 0.03%
S (Hrit4)
Lee Kwok Keung Edward (Note 4) 750,000 0.03%
FE5R (f7it4)
Notes: Hat
(1) These shares were held by Keen Pearl Limited, a (1) #%ZR1 fKeen Pearl Limited (—ER

REHBAREBEMKRIZAR)HF
B MERFEETRARHARF
HITEEREIFREELLHER -

company incorporated in the British Virgin Islands
and the entire issued share capital of which is owned
by Mr. Liang Guoxing, an executive Director and the
chairman of the Company.
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(2)  These shares were held by Yinji Investments Limited.
The entire issued share capital of Yinji Investments
Limited is beneficially owned by Grand Base Holdings
Limited, a company incorporated in the British Virgin
Islands and indirectly owned by a discretionary trust,
the beneficiaries of which are Mr. Liang Guoxing,
Ms. Luo Li, the spouse of Mr. Liang Guoxing, and
Miss Liang Gia Li Melody, the daughter of Mr.
Liang Guoxing. HSBC International Trustee Limited
was deemed to be interested in the shares in the
capacity of a trustee of the discretionary trust as
aforementioned.

(3)  These interests represent the share options granted
to Ms. Luo Li, the spouse of Mr. Liang Guoxing under
the share option scheme of the Company.

(4)  These interests represent the share options granted to
the Directors under the share option scheme of the
Company.

Save as disclosed above, as at 30 September 2019 none
of the Directors nor the chief executive of the Company
had or was deemed to have any interests or short positions
in any shares, underlying shares or debentures of the
Company and its associated corporations (within the
meaning of Part XV of the SFO) (i) which were required
to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were
taken or deemed to have under such provisions of the
SFO); or (ii) which were required, pursuant to section
352 of the SFO, to be entered in the register referred to
therein; or (iii) which were required to be notified to the
Company and the Stock Exchange pursuant to the Model
Code contained in the Listing Rules.

SUBSTANTIAL SHAREHOLDERS" INTERESTS
IN SHARES AND UNDERLYING SHARES

So far as is known to the Directors and the chief executive
of the Company, as at 30 September 2019, the following
persons (not being Directors or chief executive of the
Company) had, or were deemed to have, interests or
short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under
Section 336 of the SFO, or as otherwise notified to the
Company and the Stock Exchange:
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Approximate
Number or percentage or
attributable attributable
number of percentage of
Name of shares held or Nature of shareholding of
shareholders short positions Position interests the Company
RAELRRE
s G R G BABERAED L
RR A YEIXRYA R BimtE RELEDL
Keen Pearl Limited 277,290,000 (Note 1) Long Beneficial owner 12.27%
Keen Pearl Limited 277,290,000 (Hzt1) e EREAA
Yinji Investments Limited 726,756,750 (Note 2) Long Beneficial owner 32.16%
Yinji Investments Limited 726,756,750 (#ii#2) HE ExBEAA
Grand Base Holdings Limited 726,756,750 (Note 2) Long Interest in controlled 32.16%
corporation
Grand Base Holdings Limited 726,756,750 (#7:£2) e REEHE s
HSBC International Trustee 726,756,750 (Note 2) Long Trustee of discretionary 32.16%
Limited trust
EERREAERAT 726,756,750 (#73#2) HE PRETIEZTA
Luo Li 728,806,750 (Notes 283) Long Beneficial object of a 32.24%
discretionary trust,
beneficial owner
il 728,806,750 (Mfz£2k3) e PREFRZREA
ERABA
Liang Gia Li Melody 726,756,750 (Note 2) Long Beneficial object of a 32.16%
discretionary trust
25E 726,756,750 (#73#2) HE PRETIZHEA
Liu Yang 341,999,000 (Notes 4&5) Long Interest in controlled 15.05%
corporation, beneficial
owner
EPS 341,999,000 (#f7t4%5) 1A NEEAE 2 s
ERABA
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Approximate
Number or percentage or
attributable attributable
number of percentage of
Name of shares held or Nature of shareholding of
shareholders short positions interests the Company
RAELRRE
s EER G BABERAED L
RR A YEIXRYA BERME RELEDL
Atlantis Capital Holdings 341,999,000 (Note 4) Interest in controlled 15.05%
Limited (”Atlantis Capital”) corporation
AREAEREBR A 341,999,000 (#f7t4) WA #R
(AREX])
Riverwood Asset 228,092,000 (Note 4) Interest in controlled 10.04%
Management (Cayman) Ltd corporation
Riverwood Asset 228,092,000 (#7i#4) REEHE s
Management (Cayman) Ltd
Easy Fame Investment 846,213,750 (Note 5) Interest in controlled 37.41%
(HK) Limited corporation
Easy Fame Investment 846,213,750 (#1:#5) REEEE 2 B
(HK) Limited
Fully Chance Group 846,213,750 (Note 5) Interest in controlled 37.41%
Development Limited corporation
Fully Chance Group 846,213,750 (H7it5) REEEE 2 B
Development Limited
Guandong Finance Limited 846,213,750 (Note 5) Interest in controlled 37.41%
corporation
Guandong Finance Limited 846,213,750 (H7#5) REEEE e
Lin Ho Man 846,213,750 (Note 5) Interest in controlled 37.41%
corporation
EIEX 846,213,750 (#f7£5) NREEE R
UBS Group AG 168,106,341 (Note 6) Security interest in shares 7.44%
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Notes:

These shares were held by Keen Pearl Limited, a company
incorporated in the British Virgin Islands and the entire
issued share capital of which is owned by Mr. Liang
Guoxing, an executive Director and the chairman of the

Company.

These shares were held by Yinji Investments Limited. The
entire issued share capital of Yinji Investments Limited
was beneficially owned by Grand Base Holdings Limited,
a company incorporated in the British Virgin Islands and
indirectly owned by a discretionary trust, the beneficiaries
of which are Mr. Liang Guoxing, Ms. Luo Li, the spouse
of Mr. Liang Guoxing, and Miss Liang Gia Li Melody,
the daughter of Mr.
Trustee Limited was deemed to be interested in the shares

Liang Guoxing. HSBC International

in the capacity of a trustee of the discretionary trust as
aforementioned.

These interests included interest in 2,050,000 share options
granted to Ms. Luo Li, the spouse of Mr. Liang Guoxing
under the share option scheme of the Company.

Based on the disclosure of interests notice filed by each of
Ms. Liu Yang and Altantis Capital on 17 May 2018, Ms. Liu
Yang is deemed to be interest in totally 341,999,000 Shares
through Atlantis Capital and Riverwood Asset Management
(Cayman) Limited, in the capacity of investment manager by
virtue of Divisions 2 and 3 of Part XV of the SFO. The entire
issued share capital of Atlantis Capital and Riverwood Asset
Management (Cayman) Limited is owned by Ms. Liu Yang.

Based on the disclosure of interests notice filed by Lin Ho
Man on 28 December 2018, he is deemed to be interested
in 846,213,750 Shares through Fully Chance Group
Development Limited, Easy Fame Investment (HK) Limited
and Guangdong Finance Limited. The 846,213,750 Shares
were charged as security for a loan.

Based on the disclosure of interests notice filed by
UBS Group AG on 20 August 2018, it is deemed to be
interested in 1,541,341 Shares through UBS AG. UBS Group
AG has security interest in 166,565,000 Shares.
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Save as disclosed above, as at 30 September 2019, the
Directors and the chief executive of the Company were
not aware of any other person (other than Directors and
the chief executive of the Company) who had, or was
deemed to have, interests or short positions in the shares
or underlying shares of the Company which would fall
to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO,
or as otherwise notified to the Company and the Stock

Exchange.

SHARE OPTION SCHEME

On 20 February 2009, the Company approved and
adopted a share option scheme (the “2009 Share Option
Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
growth of the Group. Eligible participants of the Share
Option Scheme include, but not limited to, employees,

Directors and any other eligible persons.
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The 2009 Share Option Scheme had expired on 19
February 2019. On 23 August 2019, the shareholders of
the Company approved a new share option scheme (the
“2019 Share Option Scheme”). Details of the 2019 Share
Option Scheme are set out in the mandate circular of the
Company dated 19 July 2019.

Details of the share options outstanding as at 30

September 2019 under the Share Option Scheme are as

— ==

NFBREFEECNR -_ZE-NF_HA

ThBEE®R R_FE-AFNA-T=H"
ARBBRERIE-—FEHBREFE(=F
—NFBEREE - — T EFBRE
NHEBHERNARAEHA T —NAFLA
THANEEREK -

R-ZBE-NFNAA=1TH BREAETZ
RITEBREZFBOT

follows:
No. of No. of No. of No. of No. of
Exercise shares shares shares shares shares
price per involvedin  involvedin  involvedin  involvedin involved in
share Options options options options options options
under  held as at granted exercised lapsed cancelled  held as at
the share 1April  duringthe  duringthe  duringthe  during the 30 September
Grantees Exercisable period options 2019 period period period period 2019
RERORER pmn pmn RoEons
S e C Y S P AR P )£
Sk BA-H BhE BhE ERE BRE BE2BRE
Bl LA i3 ii:2 figRz i) i) 4
ERA 8 iy EhE BH#E BH#E kt#E kt#E ok
HK$
B
Directors:
gz
Yan Jun 5 May 2018 to 4 May 2024 0.50 20,000,000 - - - - 20,000,000
Bt “2-/\fRARAZ
“TMERARR
Chen Xiaoxu 22 Apr 2016 to 21 Apr 2021 073 1,500,000 - - - - 1500000 )
Rl ZE-EMAZTIRE
ZR--£MAZt-A
W Jie Si 22 Apr 2016 to 21 Apr 2021 0.73 1,500,000 - - - - 1,500,000
RiER ZE-RFMAZTIRZ
ZR--EMA-t-A
Chen Sing Hung Johnny 22 Apr 2016 to 21 Apr 2021 073 750,000 - - (750,000) - -
Note2)
R (Hi2) ZE-REMAZTIRE

“E--EmAZf-H
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No. of No. of No. of No. of No. of
Exercise shares shares shares shares shares
price per involvedin  involvedin  involvedin involvedin involved in
share Options options options options options options
under  held as at granted exercised lapsed cancelled  held as at
the share 1April duringthe  duringthe  duringthe  during the 30 September
Grantees Exercisable period options 2019 period period period period 2019
RAR O OMER pen nmn poe-ns
A e L - S PR PN )-Ey:
SR RBA-A BRE  RBR  ppa BRE #52EBE
BhE BhZ i3 gk fiokz i) A i)
BEA 8 Py EhE k&8 Rt#8 R&%E RH%E k%A
HKS
A7
Hung Sui Kwan 22 Apr 2016 to 21 Apr 2021 073 1,500,000 - - - - 1500000 7
Hint Z2-AE¥MAZTIRZ
e St 1)y
Ma Lishan 22 Apr 2016 to 21 Apr 2021 0.73 750,000 - - - - 750,000
Sl ZE-ENMAZTZRZ
S 1)y
Lee Kwok Keung Edward 22 Apr 2016 to 21 Apr 2021 0.73 750,000 - - - - 750,000
e Z5ERAZTIAE
i 1y
Substantial Shareholder
of the Company:
ARATERR:
Luo Li (Note 1) 22 Apr 2016 to 21 Apr 2021 0.73 1,050,000 - - - - 1,050,000
B (i) ZE- ¥MAZTZRZ
31y
28 Sep 2017 to 27 Sep 2022 0.64 1,000,000 - - - - 1,000,000
ZE-tENAZTNRE
ZBCCEAACTLE
2,050,000
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No. of No. of No. of No. of No. of
Exercise shares shares shares shares shares
price per involvedin  involvedin  involvedin involvedin involved in
share Options options options options options options
under  held as at granted exercised lapsed cancelled  held as at
the share 1April duringthe  duringthe  duringthe  during the 30 September
Grantees Exercisable period options 2019 period period period period 2019
WAR AR pmm Em Ro®-ong
A e L - S PR PN )-Ey:
SR RBA-A BRE  RBR  ppa BRE #52EBE
BheE b2 FrRe frRe fi% ke fiR2 iR
ARA filid: iR BhRE RH#E hHEE Rkt #E Rk &a k##E
HKS
BT
Others:
A
Other employees of the Group 22 Apr 2016 to 21 Apr 2021 0.73 124,500,000 - - (300,000) - 124,200,000
AEBAMER ZE2- EMAZTZRE
ZR--£MAZt-R
28 Sep 2017 to 27 Sep 2022 0.64 53,500,000 - - (1,800,000) - 51,700,000
ZE-tENAZTIRE
i)y S
6Jul2018 to 5 Jul 2023 052 14,000,000 - - - - 14,000,000
ZE-\EtARRE
“E3-=FrAAA
189,900,000 _
Total 220,800,000 - - (2,850,000) - 217,950,000
@it
Notes: Mzt
(1) As at 30 September 2019, Yinji Investments Limited held (1) RZZT—NAFNA=-H Yinji Investments
726,756,750 Shares representing approximately 32.16% Limited¥5 £5726,756,750% & 17 - &
of the issued share capital of the Company. The entire RARA B ETRAL32.16% ° Yinji
issued share capital of Yinji Investments Limited is directly Investments Limitedz & #8217 R AT &
wholly owned by Grand Base Holdings Limited, a company Grand Base Holdings Limited (— & 7 24 & 4
incorporated in the British Virgin Islands and indirectly RRBESEMK I AR BERTEHRE -
wholly owned by a discretionary trust, the beneficiaries of TH—E2#BNEETHRE2ERSE  %E
which are Mr. Liang Guoxing, Ms. Luo Li, the spouse of Mr. AZEm ABREE L E - REEL £
Liang Guoxing, and Miss Liang Gia Li Melody, the daughter BAEMZL  UARRBEEEENLRREE
of Mr. Liang Guoxing. Mr. Liang Guoxing is the chairman, NME o REIFEE A BARBNER  BITE
an executive Director and a substantial shareholder of the EFREIERE
Company.
(2)  Mr. Chen Sing Hung Johnny retired as non-executive (2) EHEBREEER-_ZT-NAFAA-THEHHE

Director on 25 September 2019.
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REPORT ON REVIEW OF INTERIM
CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

s
{27k PFa
ShineZOan
TO THE BOARD OF DIRECTORS OF SILVER BASE

GROUP HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

INTRODUCTION

We have reviewed the interim condensed consolidated
financial information of Silver Base Group Holdings Limited
(the "Company”) and its subsidiaries set out on pages
39 to 84, which comprise the condensed consolidated
statement of financial position as at 30 September 2019
and the related condensed consolidated statement
of profit or loss, condensed consolidated statement
of profit or loss and other comprehensive income,
condensed consolidated statement of changes in equity
and condensed consolidated statement of cash flows for
the six-month period then ended, and other explanatory
notes. The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) require the preparation of a report on interim
financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard
34 "Interim Financial Reporting” (“HKAS 34") issued by
the Hong Kong Institute of Certified Public Accountants.
The directors of the Company are responsible for the
preparation and presentation of this interim condensed

consolidated financial information in accordance with
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HKAS 34. Our responsibility is to express a conclusion on
this interim condensed consolidated financial information
based on our review, and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other

person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review
of interim condensed consolidated financial information
consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and
applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that
we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not

express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the interim condensed
consolidated financial information is not prepared, in all

material respects, in accordance with HKAS 34.

37

@
BEGRKER BTUFRER)BSESTL
mEwm o BRI A RERIEEMEN - BE
TERABRENARTREMEMALTE £k

AEEEFELE -

EHEE
EEDRBEEBSHIMASEMNEBEN
ERIZE24105 [ B E BB L AZEEDENTTH A
IS AR T EB ITIE - REARSRAA OF
MBERNEHNBEETERNAEN B RE:T
EENABELEEHR  WERSITRHEME
B2 - N BN BEERRBEEBEZ
EAETHEZA DN AU THREESS
MEBECEEZPAIEEERNMEERNEH -
At TETEHRBEZRER -

+ A
:%I:l Afg

REESNENTF BFAUEXRITHNE
HEESSHE THEREHYBEHRES
EATEYEREEL G ENFEIRNR



SILVER BASE GROUP HOLDINGS LIMITED

INTERIM REPORT 2019

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to note 2.1 to the interim condensed
consolidated financial information, as at 30 September
2019, the Group recorded outstanding bond payables
of approximately HK$458,387,000 and bank and other
borrowings of approximately HK$125,701,000 which
are due for repayment within the next twelve months
after 30 September 2019. The Group's ability to
continue as going concern is dependent on the ongoing
availability of external finance to the Group and results
of other measures as disclosed in note 2.1 to the interim
condensed consolidated financial information. The above
conditions indicated that a material uncertainty exists
that may cast significant doubt on the Group's abilities
to continue as a going concern. Our conclusion is not

modified in respect of this matter.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Lee Shun Ming

Practising Certificate Number: P07068

Hong Kong
21 November 2019

38

FRSEEECERTRENS

TEET BTEIPHEREHVBER
MizF2.1  RZZE—AFNAA=+RH - BE&EHE
BR-ZZE—NFALA=Z+B®AK+ @A
MBI HA 8 &8 B9 R (8 48 e 115 557 49458,387,000
78 7T DA R R 1T I H At 8 & £9125,701,00078
Lo BEEEFELEZERENIUAR E5E
SEEBIHINTMEANRPHEREHTBEE
K2 1 PR 2 Hfth i e 2 R o Eilt1E
RERFEANY BEXENFELLERNE
SERRENEATHPERZ -TEHES
= W AR 4w o

EXPHN(EB)SEHMELEMERAA
R AT

Z g8

MEFEZHRS - PO7068

BB
—E-AF+—HA=-t—H



SESEZEZRBERLA

@ @
ZE—-hEPRHPRE
CONDENSED CONSOLIDATED STATEMENT HAEHERR
OF PROFIT OR LOSS
For the six months ended 30 September 2019 BE=—ZF—NFNA=FHILNEA
Six months ended
30 September
BEAA=+HLAEA
2019 2018
—E-AEF —E-N\F
Notes HK$'000 HK$'000
it FH& T FHET
(Unaudited) (Unaudited)
(REBER) (REEZ)
REVENUE U 2% 5 1,168,321 877,994
Cost of sales $H & B A (910,718) (717,269)
Gross profit E£H 257,603 160,725
Other income, gains and losses EAp U A~ Yezs M EsE 5 36,194 10,328
Selling and distribution expenses HERKHER (98,567) (124,063)
Administrative expenses THER (49,827) (42,991)
Other expenses HEtBER - (4,601)
(Loss from impairment)/reversal of CREEB) BERE
impairment, net (F%8) (35,886) 8,135
Finance costs B & B AN 6 (62,088) (47,473)
PROFIT/(LOSS) BEFORE TAX BREATRIE,(EE) 7 47,429 (39,940)
Income tax expense s &R 8 - -
PROFIT/(LOSS) FOR THE PERIOD HMARE (&8) 47,429 (39,940)
ATTRIBUTABLE TO: e -
Ordinary equity holders of RARERERIBEAEA
the Company 45,497 (40,046)
Non-controlling interests JE 5 ) 2 1,932 106
47,429 (39,940)
EARNINGS/(LOSS) PER SHARE AATEREREFEA
ATTRIBUTABLE TO ORDINARY EEERAER(FE)
EQUITY HOLDERS
OF THE COMPANY
Basic (HK cents) 2R GBW) 10 2.01 1.76)
Diluted (HK cents) B5E (B 10 2.01 1.76)
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CONDENSED CONSOLIDATED STATEMENT HREHERREMEZE K ARE
OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
For the six months ended 30 September 2019 BE-—F—NFAA=1HI A
Six months ended
30 September
BERA=1THLAXEAR
2019 2018
—E-hF —E-N\F
HKS$'000 HK$'000
FHET FHET
(Unaudited) (Unaudited)
(REER) (REEZ)
PROFIT/(LOSS) FOR THE PERIOD HMARE (&8) 47,429 (39,940)
OTHER COMPREHENSIVE EXPENSE H2EHEHR
Item that may be reclassified to profit ~ R{EEEEAIGEEHHEE
or loss in subsequent periods: BmzEE :
Exchange differences on translation of & FINEFKFIE LR
foreign operations &N =5 (69,569) (131,077)
OTHER COMPREHENSIVE EXPENSE HREMEZEER
FOR THE PERIOD, NET OF TAX MR IE (69,569) (131,077)
TOTAL COMPREHENSIVE EXPENSE HMAEZEHERASE
FOR THE PERIOD (22,140) (171,017)
ATTRIBUTABLE TO: REqL -
Ordinary equity holders of RARERERIFTEA
the Company (24,072) (171,123)
Non-controlling interests FE 22 I 14 2 1,932 106
(22,140) (171,017)
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CONDENSED CONSOLIDATED STATEMENT 588 & Of B AR R &
OF FINANCIAL POSITION
As at 30 September 2019 —EFE-NFNA=FH
30 September 31 March
2019 2019
—E-NF —E-hF
fA=+R =ZA=t+—H
Notes HK$'000 HK$'000
BiaF THET FETT
(Unaudited) (Audited)
(REEERK) (FB#Z)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Y BB K& 24,674 29,517
Right-of-use assets FREEE 11 122,700 -
Intangible asset m A E 8,300 8,300
Financial assets at fair value KiEmEAREESE
through profit or loss (“FVTPL") ZERMEE 122,324 94,820
Deposits we 10,339 8,290
Deferred tax assets RAETLIEE E 4,000 4,000
Total non-current assets FEMENEELRTE 292,337 144,927
CURRENT ASSETS REBEE
Inventories FE 12 461,160 1,028,129
Trade receivables FEWE 5 5/ I8 13 202,697 137,489
Prepayments, deposits and BRFRIE - RER
other receivables E {th e U FR0B 14 434,543 981,827
Pledged deposits [RELEYEE = 58,466
Bank balances and cash RITHEGB MRS 483,088 598,087
Total current assets MEEERTE 1,581,488 2,803,998
CURRENT LIABILITIES nREEE
Trade and bills payables ENESRENRERE 15 4,218 518,994
Contract liabilities ARAa%E 5 41,508 236,822
Other payables and accruals HEM A FIEREFEE 191,780 126,534
Interest-bearing bank and FFERITEEREMEE
other borrowings 16 125,701 646,962
Lease liabilities HERE 11 30,766 -
Bond payables JERHE 7= 17 458,387 266,972
Amount due to a director BN EEHIE 1 1
Tax payable FE 1 718 56,303 61,472
Total current liabilities MBI BERE 908,664 1,857,757
NET CURRENT ASSETS REBEEFE 672,824 946,241
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30 September 31 March
2019 2019
—E-hF —E-NF
hB=+H =A=+—H
Notes HK$’000 HK$'000
B aF THET FHET
(Unaudited) (Audited)
(REEER) (L EZ%)
TOTAL ASSETS LESS CURRENT HEERRBARG
LIABILITIES 965,161 1,091,168
NON-CURRENT LIABILITIES kRBEE
Bond payables JE T E S 17 342,727 542,417
Lease liabilities HEEE 11 93,281 -
Deferred tax liabilities EEFRIBE A FE 5,000 5,000
Total non-current liabilities ERBBEBE 441,008 547,417
NET ASSETS EEFE 524,153 543,751
EQUITY R
Equity attributable to ordinary KATREBRESERETA
equity holders of the Company  FE{G
Issued capital B TR 18 226,010 226,010
Reserves & 298,200 319,730
524,210 545,740
Non-controlling interests FEE I 4 R S (57) (1,989)
TOTAL EQUITY EREHR 524,153 543,751
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CONDENSED CONSOLIDATED STATEMENT BREEEEH R
OF CHANGES IN EQUITY
For the six months ended 30 September 2019 AE2=—F—NFAA=1HINEA
Attributable to ordinary equity holders of the Company
ALAEBRERAARE
Share Capital Share  Statutory  Exchange Non-
Issued  premium Capital redemption option  surplus fluctuation  Accumulated controlling Total
capital  account  reserve  reserve  reserve  reserve  reserve losses Total interests equity
g% BRE iREH HE FR6M
BRRE ROREE E4BE  WERE e OHE REEE  RHER &3 i EE4E
Note HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
4 Tix TiEn T ThAL T T Tin Tin T T TEr
At 1 April 2018 (Audited) RZZF-/\ERA-R(£27) 227,281 599,747 (380) 1,554 50,176 7146 163,564 (327,688) 785,716 (1,116) 784,600
(Loss)fprofit for the period 8h(8E)/HE - - - - - - - (40,046)  (40,046) 106 (39,940)
Other comprehensive expense BREH2EER:
for the period:
Exchange differences on translation ~ AEESRHHFEEE
of foreign operations EXEE - - - - - - (1310m) - (1310m) - (13107)
Total comprehensive (expenselincome EA2E (BE) /KA
for the period 2% - - - - - - (13107) (40,046)  (171,123) 106 (171,017)
Equity-setted share option NEREE ERERE
arrangements 19 - - - - 2,776 - - - 2,776 - 2,776
Share repurchases fkhEE (539 (2499) - 539 - - - (539 (3,039 - (3,038)
Share options lapsed and cancelled ~ BRIEE KR H - - - - 2413 - - 2413 - - -
At 30 September 2018 RZF-\FAAZTA
(Unaudited) (RgEH) 2678 59748 (80 2098 50539 T 48T (65860 614331 (100 613321
At 1 April 2019 (Audited) RZF-NEMA-A(£E7) 226,010 594,226 (380) 2825 51,562 71,462 70,954 (470,919) 545,740 (1,989) 543,751
Profit for the period BRFE - - - - - - - 45497 45497 1932 4749
Other comprehensive expense EREGESEEE
for the period:
Exchange differences on translation ~ AE BN FHAEEE
of foreign operations EizE - - - - - - (69,569) - (69,569) - (69569)
Total comprehensive (expense)/ Sn2mE(ER) /KA
income for the period 4% - - - - - - (69,569) 85497 (4,07 193 (22,140)
Equity-settled share option WEREE ERERH
arrangements 19 - - - - 2542 - - - 258 - 258
Share options lapsed EREC KN - - - - (399) - - 398 - - -
At 30 September 2019 RZF-NFAAZTA
(Unaudited) (RgEH) 26010 59426 (B0 285 H6 71462 136 (@504 52410 (1) 5413
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CONDENSED CONSOLIDATED STATEMENT BHEHBEERER

OF CASH FLOWS
For the six months ended 30 September 2019 BE—FE—HEAA=+HIFAEA

Six months ended

30 September
BEAAZTHLEAEA
2019 2018
—E-Nf —T-N\&
Note HK$'000 HK$'000
B TR FTEL
(Unaudited
(Unaudited) and restated)
(REERZ
(REBER) REET)
CASH FLOWS FROM OPERATING ACTIVITIES E#EZEBNRELTE
Cash used in operations EEMARS 442,915 (440,356)
Interest received BUF S 1,225 85
Interest paid ERHE (35,483) (24,698)
Net cash flows from/(used in) operating 2ETHMGE,/(FTH)H
activities RengFs 408,657 (464,969)
CASH FLOWS FROM INVESTING ACTIVITIES REZHNREHE
Dividend received B E 2,144 2,358
Purchases of items of property, plant and BEWE BERHEERE
equipment (1,020) (8,600)
Proceeds from disposal of items of property, HEME  BENMREEE
plant and equipment ZFBHE 221 4
Withdrawal of pledged deposits I EBER 57,032 411,266
Net cash flows from investing activities REEZOMBNEEREFE 58,377 405,028
CASH FLOWS FROM FINANCING ACTIVITIES REZFEBNRESFRE
New bank and other borrowings MERTREMEE - 89,128
Repayment of bank and other borrowings BRERITREMEE (507,290) (124,894)
Proceeds from issue of bonds, net of related BITEANMGHIE
expenses HEREEZER 17 22,275 129,632
Repayment of bonds BERS 17 (53,300) -
Payment of lease liabilities XNHEEEE (17,194) -
Repurchase of shares EElge) - (3,038)
Net cash flows (used in)/from financing BEEH(FTH) /BN
activities ReREFH (555,509) 90,828
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Six months ended
30 September
BEAA=THLEAEA
2019 2018
—E-NE —E-N\F
HK$'000 HK$'000
TERT FTAET
(Unaudited
(Unaudited) and restated)
(REER
(RBER) R@ssl)
NET (DECREASE)/INCREASE IN CASHAND  BH&RELZEW (D) /
CASH EQUIVALENTS R (88,475) 30,887
Cash and cash equivalents at beginning of HUREeRELEEY
period 598,087 418,917
Effect of foreign exchange rate changes, net ~ EXE T (1) (26,524) (22,698)
CASH AND CASH EQUIVALENTS AT END BARERALSEEY
OF PERIOD 483,088 427,106
ANALYSIS OF BALANCES OF CASH AND REeRBESENERIN
CASH EQUIVALENTS
Bank balances and cash stated in the condensed {4834 (f Bf 7k 3% % A 51l 49
consolidated statement of financial position RIERRRER 483,088 427,106
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
For the six months ended 30 September 2019

RIS I B E R M A

BE_ZFE-NFNA=1HINIEA

CORPORATE INFORMATION
Silver Base Group Holdings Limited (the “Company”)

was incorporated as an exempted company with
limited liability in the Cayman Islands on 12
September 2007. The registered office of the
Company is located at the office of Conyers Trust
Company (Cayman) Limited, whose address is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands. The principal
place of business of the Company in Hong Kong
is located at Room 1802-03, 18th Floor, Far East

Finance Centre, 16 Harcourt Road, Hong Kong.

The Company and its subsidiaries (collectively
referred to as the “Group”) are principally engaged
in the distribution of Wuliangye (R#&&) liquor
series, National Cellar 1573 baijiu with 43% alcohol
content, Kweichow Moutai Chiew products, Fen
Wine with 55% alcohol content liquor series, Red
Fen Shijia liquor series, Yaxi Classic liquor series and
Old Vintage liquor series, wine, foreign liquor series,

sugar, Chinese cigarettes and daily necessities.

Items included in the financial statement of each
entity in the Group are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). The
interim condensed consolidated financial statements
is presented in Hong Kong dollars (“HK$"), rounded
to the nearest thousand except when otherwise
indicated. Hong Kong dollar is the Company’s

functional and the Group’s presentation currency.
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2.1 BASIS OF PREPARATION 2.1 REEE

The interim condensed consolidated financial
information of the Group for the six months
ended 30 September 2019 have been prepared in
accordance with the applicable disclosure provisions
of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited and with Hong Kong Accounting Standard
34 ("HKAS 34") "Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public
Accountants (the “"HKICPA"). This interim condensed
consolidated financial information should be read
in conjunction with the Group’s annual financial
statements for the year ended 31 March 2019, which
have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs"”) issued by
the HKICPA.

Going concern basis

As at 30 September 2019, the Group's total
bond payables and bank and other borrowings
amounted to approximately HK$926,815,000, of
which approximately HK$584,088,000 are classified
as current liabilities. These current liabilities
include the Group’s bank and other borrowings of
approximately HK$125,701,000 and bond payables
of approximately HK$458,387,000 which are due for
repayment within the next twelve months after 30
September 2019.

In view of these circumstances, the directors of the
Company have given consideration to the future
liquidity and performance of the Group and its
available sources of finance in assessing whether
the Group will have sufficient financial resources to

continue as a going concern.
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2.1 BASIS OF PREPARATION (continued)

Going concern basis (continued)

In order to maintain the Group’s liquidity and cash

flows to sustain the Group as a going concern,

the Group implemented or is in the process of

implementing the following measures:

(1)

Financing and fund raising activities

The Group will actively negotiate with the
banks and other financial institutions in
the People’s Republic of China (“PRC") to
secure new financing arrangement to meet
the Group’s working capital and financial
requirements in the near future. The Group
will also actively seek opportunities to carry out
fund raising activities including but not limited
to issuance of bonds as alternative sources
of funding. Subsequent to the end of the
reporting period, the Group has issued unlisted
bonds with an aggregate principal amount of
approximately HK$25,000,000 for the Group’s

working capital.

In the event that the Group cannot secure new
financing arrangement for the repayment of
bond payables and bank and other borrowings
which will be due in the next twelve months
after 30 September 2019, the Group plans to
use its internal financial resources to repay the

borrowings.
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2.1 BASIS OF PREPARATION (continued)
Going concern basis (continued)

(2) Maintaining profitable and positive cash
flow operations

The Group is taking measures to tighten cost
controls over various costs and expenses and to
seek new business opportunities with the aim
to maintain its profitable and positive cash flow

operations.

In order to enhance the Group’s online sale
and marketing channels for its winery products,
the Group has further upgraded its Business-
to-Business platform to satisfy the demands of
the market and to provide support to business
members and for the promotion of the liquor

products.

In addition, the Group will actively diversify its
product mix for the existing national brand in
order to enhance market position in the baijiu

industry and diversify its sources of revenue.

After taking into account the above measures, the
directors of the Company consider that the Group
will have sufficient working capital to finance its
operations and financial obligations as and when
they fall due, and accordingly, are satisfied that it is
appropriate to prepare the financial statements on a

going concern basis.
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2.2 PRINCIPAL ACCOUNTING POLICIES 22 TESHEE

The interim condensed consolidated financial
information have been prepared on the historical
cost basis except for certain financial instruments,
which are measured at fair values.

The accounting policies used in the interim
condensed consolidated financial information are
consistent with those followed in the preparation of
the Group’s annual consolidated financial statements
for the year ended 31 March 2019, except as
described below.

In the current interim period, the Group has
applied, for the first time, the following new and
amendments to HKFRSs issued by the HKICPA which
are effective for the Group’s financial year beginning
on 1 April 2019.

HKFRS 16 Leases
HK(IFRIC)-Int 23

Uncertainty over Income
Tax Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

Amendments to HKAS 19  Plan Amendment,
Curtailment or
Settlement

Amendments to HKAS 28 Long-term Interests in
Associates and Joint
Ventures

Amendments to HKFRSs ~ Annual Improvements to
HKFRSs 2015 - 2017
Cycle

The adoption of HKFRS 16 resulted in changes in
the Group’s accounting policies and adjustments to
the amounts recognised in the interim condensed
consolidated financial information. The new
accounting policies are set out in note 3 below. The
application of other new and amendments to HKFRSs
in the current interim period has had no material
effects on the Group’s financial performance and
positions for the current and prior periods and/or on
the disclosures set out in these interim condensed
consolidated financial information.
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2.2 PRINCIPAL ACCOUNTING POLICIES
(continued)

2.2.1Impacts on adoption of HKFRS 16

22 TEESETHER (@)

zurméﬁﬁﬁﬁiﬁ%

Leases

HKFRS 16 introduces new or amended
requirements with respect to lease accounting.
It introduces significant changes to the lessee
accounting by removing the distinction
between operating lease and finance lease
and requiring the recognition of right-of-
use asset and a lease liability for all leases,
except for short-term leases and leases of low
value assets. In contrast to lessee accounting,
the requirements for lessor accounting have
remained largely unchanged. Details of these
new accounting policies are described in
note 3. The Group has applied HKFRS 16 Leases
using the modified retrospective approach
and has not restated comparative information.
Accordingly, certain comparative information
may not be comparable as comparative
information was prepared under HKAS 17
Leases.

On transition to HKFRS 16, the Group elected
to apply the practical expedient to grandfather
the assessment of which arrangements are,
or contain, leases. It applied HKFRS 16 only
to contracts that were previously identified as
leases. Contracts that were not identified as
leases under HKAS 17 and HK(IFRIC)-Int 4 were
not reassessed. Therefore, the definition of a
lease under HKFRS 16 has been applied only to
contracts entered into or changed on or after 1
April 2019.
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2.2 PRINCIPAL ACCOUNTING POLICIES 2.2 TESETEER (&)

(continued)

2.2.1Impacts on adoption of HKFRS 16 201 RME RN EHREEA

Leases (continued)
The Group as lessee

On adoption of HKFRS 16, the Group
recognised lease liabilities in relation to
leases which had previously been classified
as "operating leases” under the principles of
HKAS 17 Leases (except for lease of low value
assets and lease with remaining lease term of
twelve months or less). These liabilities were
measured at the present value of the remaining
lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 April 2019.
The lessee’s incremental borrowing rate applied
to the lease liabilities on 1 April 2019 ranged
from 2.375% to 5.635%.

The Group recognises right-of-use assets and
measures them at an amount equal to the lease

liability.

The following table summarises the impact
of transition to HKFRS 16 at 1 April 2019.
Line items that were not affected by the

adjustments have not been included.
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(@ As at 1 April 2019, right-of-use assets were
measured at an amount equal to the lease
liabilities of approximately HK$155,832,000.
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- hEFEPRHRE
2.2 PRINCIPAL ACCOUNTING POLICIES 22 FEETTHER (#&)
(continued)
2.2.1lmpacts on adoption of HKFRS 16 201 RME RN EHREEA
Leases (continued) FIREENTE (E)
The Group as lessee (continued) REBERBFEMEA(E)
Carrying
amount Carrying
previously Impact on amount as
reported at  adoption of restated at
Note 31 March 2019 HKFRS 16 1 April 2019
R=ZZ-h#
=ZA=1+-8 RagE R-B-1%F
BEREN HEREEN mA-A
izt BEHE F16HRN¥E BHINEEE
HK$'000 HK$'000 HK$’000
TR TR TET
(Audited) (Unaudited)
(BER) (REER)
Right-of-use assets TREEE (@) - 155,832 155,832
Lease liabilities HERE (a) - (155,832) (155,832)
Note: Htat -

(@) MN-B-AFHA—R EHE
BERSANEERENS BT
B#49155,832,000/8 7T *
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2.2 PRINCIPAL ACCOUNTING POLICIES

(continued)

2.2.2Practical expedients applied

INTERIM REPORT 2019

On the date of initial application of HKFRS 16,

the Group has used the following practical

expedients permitted by the standard:

not to reassess whether a contract is,
or contains a lease at the date of initial
application. Instead, for contracts entered
into before the transition date, the Group
relied on its assessment made applying
HKAS 17 and HK(IFRIC)-Int 4 Determining

whether an Arrangement contains a Lease,

reliance on previous assessments on
whether leases are onerous by applying
HKAS 37 as an alternative to performing

an impairment review;

the accounting for operating leases with
a remaining lease term of less than 12
months as at 1 April 2019 as short-term

leases;

the exclusion of initial direct costs for the
measurement of the right-of-use asset at

the date of initial application; and

the use of hindsight in determining the
lease term where the contract contains

options to extend or terminate the lease.
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CHANGE IN ACCOUNTING POLICIES
Leases
Definition of a lease

Under HKFRS 16, 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.

The Group as lessee

The Group assesses whether a contract is or contains
a lease, at inception of the contract. The Group
recognises a right-of-use asset and a corresponding
lease liability with respect to all lease arrangements
in which it is the lessee, except for short-term leases
(defined as leases with a lease term of 12 months
or less) and leases of low value assets. For these
leases, the Group recognises the lease payments as
an operating expense on a straight-line basis over
the term of the lease unless another systematic
basis is more representative of the time pattern in
which economic benefits from the leased assets are

consumed.

Lease liabilities

At the commencement date, the Group measures
lease liability at the present value of the lease
payments that are not paid at that date. The lease
payments are discounted by using the interest
rate implicit in the lease. If this rate cannot be
readily determined, the Group uses its incremental

borrowing rate.

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

(including in-substance fixed payments).

The lease liability is presented as a separate line in
the condensed consolidated statement of financial

position.
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CHANGE IN ACCOUNTING POLICIES
(continued)

Leases (continued)

The Group as lessee (continued)

Lease liabilities (continued)

The lease liability is subsequently measured by
increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method)

and by reducing the carrying amount to reflect the

lease payments made.

Lease liability is remeasured (and with a
corresponding adjustment to the related right-of-use

asset) whenever:

o the lease term has changed or there is a change
in the assessment of exercise of a purchase
option, in which case the lease liability is
remeasured by discounting the revised lease

payments using revised discount rate.

o the lease payments change due to changes
in an index or rate or a change in expected
payment under a guaranteed residual value,
in which cases the lease liability is remeasured
by discounting the revised lease payments
using the initial discount rate (unless the lease
payments change is due to a change in a
floating interest rate, in which case a revised

discount rate is used).

o a lease contract is modified and the lease
modification is not accounted for as a separate
lease, in which case the lease liability is
remeasured by discounting the revised lease

payments using a revised discount rate.
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CHANGE IN ACCOUNTING POLICIES
(continued)

Leases (continued)
The Group as lessee (continued)
Right-of-use assets

The right-of-use assets comprise the initial
measurement of the corresponding lease
liability, lease payments made at or before the
commencement date and any initial direct costs, less

lease incentives received.

Right-of-use assets are subsequently measured at
cost less accumulated depreciation and impairment
losses. They are depreciated over the shorter period
of lease term and useful life of the underlying asset.
If a lease transfers ownership of the underlying asset
or the cost of the right-of-use asset reflects that the
Group expects to exercise a purchase option, the
related right-of-use asset is depreciated over the
useful life of the underlying asset. The depreciation

starts at the commencement date of the lease.

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

of financial position.

The Group applies HKAS 36 to determine whether
a right-of-use asset is impaired and accounts for
any identified impairment loss as described in the
“Impairment losses on tangible assets and intangible
assets” policy as stated in the Group’s annual
consolidated financial statements for the year ended
31 March 2019.
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CHANGE IN ACCOUNTING POLICIES
(continued)

Lease modification

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

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

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

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised
into business units based on its products and has two
reportable operating segments as follows:

(i)  the distribution of Wuliangye liquor series,
National Cellar 1573 baijiu with 43% alcohol
content, Kweichow Moutai Chiew products,
Fen Wine with 55% alcohol content liquor
series, Red Fen Shijia liquor series, Yaxi Classic
liguor series and Old Vintage liquor series, wine
and foreign liquor series (“Liquors”); and

(i) the distribution of sugar, Chinese cigarettes
and others (“Sugar, cigarettes and others”).

Management monitors the results of the Group's
operating segments separately for the purpose of
making decisions about resource allocation and
performance assessment. Segment performance
is evaluated based on reportable segment result,
which is a measure of adjusted profit/(loss) before
tax. The adjusted profit/(loss) before tax is measured
consistently with the Group’s profit/(loss) before tax
except that interest income, other gains and finance
costs are excluded from such measurement.

58

FHEERD (4

HEZR
WHBA TR - A& EERE e
B-HEBEEEITAR

o RKEBEIUEIER—IBNZ AR
BEMNBNLEANTHERE &

FEEENRE - NN SEES
RIEAEEYENEBER - ML
EREETERMNERBERLYE EE
ERETEMNES AR -

EEHBER
REEMS AEBEEREEMERE
BB UHEAATMENRELESD

>
ap -

KIERRBBERY] - BlE1573%
Azl - EMFaBER A
JESSE R LAt R R - 8
ERE R - ZBERY - BERER
BRI (DAL - &

—~
=

(i) REHEWE - PEEENREM(HE -
BEREAM])

BEEERAKESELEN R 2EE
REHBRERS MY EHRER
HPURTE » DRPRBRRIFAT HME DA%
B (NG EERENKRBAAE (&
#)) ﬁ’ﬁEWE CEBEBEOBRBAAE
(B518) WFT B 77 B AR B RBR B AT A
/(JEETE!)E’\JEJr LT AER—B0 ERE

WA~ s MR EX AT BIEER

HE o o



SESEZEZRBERLA

@ L
ZE-hFHRHEHBE
4. OPERATING SEGMENT INFORMATION 4. BEDHER (&)
(continued)
Six months ended 30 September 2019 (Unaudited) BE-ZFE-—NFhA=+HLXEA
(REEZ)
Sugar,
cigarettes
Liquors and others Total
BBE
i REAM Bt
HK$'000 HK$'000 HK$'000
TER TER TERT
Segment revenue: DEE
Sales to external customers HEZNBEF 1,165,391 2,930 1,168,321
Foreign exchange losses, net HNEER B1E (F8) (1,207) - (1,207)
Changes in fair value of financial assets ~ #FIBHIZ AL BEIEY
at FVTPL SREEZAABEE 32,988 - 32,988
Dividend income from financial assets BERERIREBEIEGZ
at FVTPL TREBERSWA 2,144 - 2,144
Total st 1,199,316 2,930 1,202,246
Segment results PWEE 107,161 310 107,471
Reconciliation: HE -
Bank interest income RITF A 1,225
Gain on disposal of property, plant and HEWE  HEMREZ W
equipment 18
Other gains Hibdeas 803
Finance costs BERA (62,088)
Profit before tax CEIERE 47,429
Other segment information: Ht o BEHR
Depreciation neE 4,153 3 4,156
Depreciation of right-of-use assets TRESENE 14,880 - 14,880
Impairment allowance of trade receivables EYE 5 78 7 G & 36,468 - 36,468
Reversal of impairment allowance of BB R R E YRR
prepayments and other receivables 2R ERE (582) = (582)
Provision for inventories in respect of EEWRZAIERFEL
write-down to net realisable value FERE 1,628 - 1,628
Capital expenditure* ERS B+ 1,020 - 1,020
* Capital expenditure consists of additions to items of * BATHBEYE BELREREHERB
property, plant and equipment. ZRE °
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4. OPERATING SEGMENT INFORMATION

(continued)

Six months ended 30 September 2018 (Unaudited)

4.

KEDIER (&

~

BE_ZT-N\FhALA=1THIEXREAR
(REEZ)

Sugar,
cigarettes
Liquors and others Total
A ¢
i REA CH
HK$'000 HK$'000 HK$'000
THET THET THET
Segment revenue: 2BKE
Sales to external customers HEEIIRP 764,231 113,763 877,994
Foreign exchange gains, net INEEE R e (OFE) 364 - 364
Changes in fair value of financial assets ~ FBHEALBEIEZSREE
at FVTPL ZAREES 7,108 - 7,108
Dividend income from financial assets RERRALEEIRZEREE
at FVTPL Z BB HA 2,358 - 2,358
Total Bt 774,061 113,763 887,824
Segment results PWEE 21,053 (9,417) 11,636
Reconciliation: Hk -
Bank interest income RITF WA 85
Other gains Hib s 413
Changes in fair value of derivative THESBIAZ AR EBES
financial instrument (4,601)
Finance costs BB AR (47 473)
Loss before tax BRI E R (39,940)
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CE-AERHEE
OPERATING SEGMENT INFORMATION 4. RBREDIHER (F)
(continued)
Six months ended 30 September 2018 (Unaudited) HE_FT-NA\FALA=TAHLEXHEA
(RE&EZ)
Sugar,
cigarettes
Liquors and others Total
A ¢
i REA CH
HK$'000 HK$'000 HK$'000
TR THET THET
Other segment information: Hittp HEH
Depreciation e 3,418 7 3,425
Reversal of impairment allowance of BREENREREMERRIEL
prepayments and other receivables WERE (8,135) - (8,135)
Provision for inventories in respect of EENAZENEREEY
write-down to net realisable value GFERE 9,591 - 9,591
Capital expenditure* BRY H* 8,600 - 8,600
* Capital expenditure consists of additions to items of * BEATHBEYE BELREHER

property, plant and equipment. IRE °
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N

REVENUE, OTHER INCOME, GAINS AND 5.
LOSSES
Revenue represents the net invoiced value of

goods sold, after allowances for returns and trade PEEMERFE-

Wz~ HAlA ~ WEm R EE

W REREHELEZSITMELH

discounts.
Six months ended
30 September
BEAA=THLAEAR
2019 2018
—E-hEF —T-N\EF
HK$'000 HK$'000
FET FAT
(Unaudited) (Unaudited)
(REER) (REEZ)
Revenue W &=
Types of goods Ean a5
Sales of liquor products 3T E O 1,165,391 764,231
Sales of sugar, cigarettes and HEWRE  HERAA®
daily necessities 2,930 113,763
Total revenue from contracts with  ZEFE ARz
customers 1,168,321 877,994
Geographical location of customers &/ #h# (7 &
Mainland China o B K 1,053,197 648,620
Hong Kong and others EAREHM 115,124 229,374
Total revenue from contracts with B F A& RIU 5 & 58
customers 1,168,321 877,994

The significant decrease in contract liabilities as at

30 September 2019 was mainly due to the delivery

of liquor products to several customers, who made

advance payment to the Group as at 31 March 2019,

during the period.
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TE-hAEHRUHEE

REVENUE, OTHER INCOME, GAINS AND 5.

Wz~ HAlA ~ WEm R EE

LOSSES (continued) (#&)
Six months ended
30 September
BEAA=THLAEA
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FET FAT
(Unaudited) (Unaudited)
(REEZ) (RiEEZ)
Other income, gains and losses  HWA ~ Kz R EIE
Bank interest income RITAE WA 1,225 85
Dividend income from financial KiERRARBEIEZ
assets at FVTPL TREEZREKA 2,144 2,358
Changes in fair value of financial EIBRIE AL BEYEY
assets at FVTPL TMEEZ A AREER 32,988 7,108
Foreign exchange difference, net SNBSS W, = RE (FRE) (1,207) 364
Gain on termination of HLIEHES Rz W
a lease contract 223 -
Gain on disposal of property, LEWE - BE
plant and equipment F W 18 -
Others HAb 803 413
36,194 10,328
FINANCE COSTS 6. REKA
Six months ended
30 September
BEAA=THLAREAR
2019 2018
—E-NEF —E-NF
HK$'000 HK$'000
FERT FAET
(Unaudited) (Unaudited)
(REER) (REeFEZ)
Interest on bank and other WITREMEE
borrowings 2R B 4,340 1,151
Interest on bond payables BRESZF A 53,893 46,322
Interest on lease liabilities HEBBELHNE 3,855 -
62,088 47,473
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PROFIT/(LOSS) BEFORE TAX 7.

The Group's profit/(loss) before tax is arrived at after

BRBLATRIE (B E)
AEBOKRBAFE, (BB ENK,/
charging/(crediting): (Gt A) :
Six months ended
30 September
BEAA=1THLEAEA

2019 2018
—ZE-hE —T-)N\F
HK$'000 HK$'000
FER FHET
(Unaudited) (Unaudited)
(REEZ) (REEZ)
Cost of inventories sold** BEEFERAR* 909,090 707,678
Depreciation e 4,156 3,425
Depreciation of right-of-use assets CREEETNE 14,880 -
Loss from impairment of trade BB SHIAE L
receivables* A EE* 36,468 -
Reversal of impairment allowance of 1 [0 78 15 3078 K H At i Uk
prepayments and other receivables* IR 2 AR (582) (8,135)
Provision for inventories in respect of ~ HREEAMBZE A &R FEZ
write-down to net realisable value** FERE 1,628 9,591
Changes in fair value of financial SRIACAREBEE
instrument:
Financial assets at FVTPL KEmRALEBEYER
ZEREE (32,988) (7,108)
Derivative financial instrument PTEEBMIA - 4,601
Foreign exchange differences, net HNEE N Z58 (F8) 1,207 (364)

*

impairment, net”
** Included in “Cost of sales”

Included in “(Loss from impairment)/reversal of

*

* %

AATCRERRE) /BERE(FH) ]

s ATHERA]
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10.

TE-hAEHRUHEE

INCOME TAX EXPENSE

During the current period, no provision for Hong
Kong profits tax and PRC Enterprise Income Tax was
made as the Group had available tax losses brought
forward from prior years to offset the assessable
profits generated during the period. Taxes on profits
assessable elsewhere have been calculated at the
rates of tax prevailing in the countries or jurisdictions

in which the Group operates.

DIVIDENDS

The Company’s directors do not recommend the
payment of any dividend for the six months ended
30 September 2019 (six months ended 30 September
2018: Nil).

EARNINGS/(LOSS) PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of the basic earnings per share
amount is based on the profit for the period
attributable to ordinary equity holders of the
Company of HK$45,497,000 (six months ended
30 September 2018: loss of HK$40,046,000), and
the weighted average number of ordinary shares
of 2,260,097,946 (six months ended 30 September
2018: 2,270,806,848) in issue during the period.

For the six months ended 30 September 2019 and
2018, the computation of diluted earnings/(loss)
per share does not assume the exercise of the share
options because the exercise price of those share
options was higher than the average market price for

the period.
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11. RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES

()

Right-of-use assets

Upon adoption of HKFRS 16, on 1 April 2019,
the Group recognised right-of-use assets of
approximately HK$155,832,000 in respect
of the office premises, staff quarters and
warehouses (note 2.2). As at 30 September
2019, the aggregate carrying amounts of
right-of-use assets were approximately
HK$122,700,000 in respect of the office

premises, staff quarters and warehouse.

During the six months ended 30 September
2019, the Group entered into a number of
lease agreements for office premises, staff
quarters and warehouses. The leases contain
minimum lease payment terms during the
contract period. On lease commencement,
the Group recognised right-of-use assets of
approximately HK$22,792,000, which is a
non-cash item in the condensed consolidated

statement of cash flows.

During the six months ended 30 September
2019, the Group early terminated a lease
agreement for an office. The Group
derecognised right-of-use assets of

approximately HK$33,518,000.

N EAEEENREEAR
() EREEE

RERNE BV B REERF165
% RZT-—NFWUA—R K&
BN AESH - BEIEEREE
TR A E EL155,832,000%
7T (MisE2.2) s R=ZZT—NFNA
=+H BEWRLESHM - BIF
EREENGAREEZAE
H{E47122,700,0007% 7T °

REBE-ZT—-NAFhLA=+HI
NER  AEBBBAESHH - B
IEERBETVZERERZ
ZEHEHEARBRNKEME
ERRIGER - RIEEERE - A&
| 7 3R (5 FA i & = £922,792,000
BT WRERAHBEERERA
W—IEFRSER -

RBE-_ZT-—NAFALA=THILE
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e ®
ZE—hEHRHERE
11. RIGHT-OF-USE ASSETS AND LEASE M. EHAEEERBEEEE (&)
LIABILITIES (continued)
(i) Lease liabilities (ii) HESE

Upon adoption of HKFRS 16, on 1 April
2019, the Group recognised lease liabilities
of approximately HK$155,832,000 (note
2.2). As at 30 September 2019, the carrying
amount of lease liabilities was approximately
HK$124,047,000.

During the six months ended 30 September
2019, the Group entered into a number of
new lease agreements for office premises, staff
quarters and warehouse and recognised lease
liabilities of approximately HK$22,792,000.

During the six months ended 30 September
2019, the Group early terminated a lease
agreement for an office. The Group
derecognised lease liabilities of approximately
HK$33,741,000.
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11. RIGHT-OF-USE ASSETS AND LEASE N ERAEEEREEEE (E)
LIABILITIES (continued)
(iii) Amount recognised in profit or loss (iii) RERERANSEE
Six months
ended
30 September
2019
BZE
—EB-NF
hBA=+H
IEX@EA
HK$'000
FEx
(Unaudited)
(REER)
Depreciation of right-of-use assets CREEENE 14,880
Interest expense on lease liabilities HEBBENFEER 3,855
Expense relating to short-term leases % HHENEEE R 7,046
(iv) Others (iv) b
During the six months ended 30 September REBEE=ZT-hhFALA=THI
2019, the total cash outflow for leases amount NEA - HEZREeRLEAENE
to approximately HK$24,240,000. 24,240,000/ JT ©
12. INVENTORIES 12. BE
30 September 31 March
2019 2019
—E-NEF —E-NF
hB=+HB =ZA=+—H
HK$’000 HK$'000
FH& T FA&TT
(Unaudited) (Audited)
(REBERZ) (B EZ)
Merchandise E 460,933 1,027,879
Packaging materials BEME 227 250
461,160 1,028,129

As at 31 March 2019, the Group’s inventories
of approximately RMB749,951,000 (equivalent to
approximately HK$874,293,000) (30 September
2019: Nil) were pledged to secure bank and other
borrowings granted to the Group (note 16).

RZZE—-—AE=ZA=Z+—H8 A&
% N R #749,951,0007T (M E R4
874,293,000 L) (ZE—hLF N A
—+H: \BNEAEEGTEERERSE
EEEMETREMER (WHiE16) KK
& o
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and net of provision, is as follows:

@
- hEFEPRHRE
13. TRADE RECEIVABLES  BWE SRR
30 September 31 March
2019 2019
—E-hF —ZET-NEF
AA=+B =ZA=+—H
HK$000 HK$'000
FERT FAET
(Unaudited) (Audited)
(REEZ) (&EZ)
Trade receivables FEWWE 5 IAE 418,641 326,359
Less: impairment allowance R BB (215,944) (188,870)
Net trade receivables EWE S HRIEFRE 202,697 137,489
The Group normally allows a credit period of not REE—RAFZPEHRTZHR={EAKN
more than 3 months to its customers except for EEH  EREREHMER STER
certain identified major customers where longer AT ERP A EREENEENY - &
credit terms may be granted upon approval £ 1B B 1 OK (B8 &Y 8 U TR 1R 5 B
by management. The Group seeks to maintain BIEH - R ERES T HEN AL
strict control over its outstanding receivables. BN E—NFNA=ZTAZEKE
Overdue balances are reviewed regularly by senior SRR BiBE81% (ZTE—NF
management. Over 81% (31 March 2019: 61%) of —HAZT—H:61%)2ENREREE
the trade receivables balances as at 30 September PRISRIAKE S - REBYHEWE 5%
2019 represented receivables from top five BEKRTARFEAMNERRSHEMEE
customers. The Group does not hold any collateral or WERE - BWNEHHRETTHE -
other credit enhancement over its trade receivables
balances. Trade receivables are non-interest-bearing.
An aging analysis of the trade receivables at the end RMEHMARNENE HRIBERERAE
of the reporting period, based on the invoice date RIBREEORE DT

30 September 31 March
2019 2019
ZE-NF —ZT-NF
hB=+H =A=+—H
HK$’000 HK$'000
FERT FAET
(Unaudited) (Audited)
(REEZ) (&%)

Within 2 months M1E A A 10,169 44,548

2 to 6 months —E=X[EA 120,787 28,726

6 months to 1 year NMAAE—F 23,468 64,215

Over 1 year Bl —F 48,273 -

202,697 137,489

The following significant changes in the gross T EKE SIEARAE BEEE

carrying amounts of trade receivables contributed to SARHME 2 EEEEE N

the increase in the loss allowance during the current

period:

- origination of new trade receivables net of - EEVTREWESHRBHRZSE
those settled resulted in an increase in loss EHEEE EABEEEBEND
allowance of approximately HK$2,542,000; and 2,542,000 7T : &

—  increase in debtors aged over 180 days - BREREBIR180 R MY ME Y FRIEIE N
resulted in an increase in loss allowance of = A E5 18 B 8 18 N 433,450,000
approximately HK$33,450,000. BT
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14. PREPAYMENTS, DEPOSITS AND OTHER 14. FARRE ~ B REMEWER
RECEIVABLES 18
30 September 31 March
2019 2019
—ZE-hE —T-NF
hA=+B =ZA=+—H
HK$'000 HK$'000
FERT FHET
(Unaudited) (Audited)
(REEZ) (&%)
Deposits paid to suppliers MRz Ee 391,686 935,662
Prepayments TERRIE 24,231 21,410
Less: Impairment loss on W MEERX Nz RE
deposits paid to suppliers RIERNRIEZ
and prepayments BB EE (7,980) (8,282)
407,937 948,790
Other deposits and receivables E ik & N fE W ERIA 37,387 41,670
Less: Impairment loss on other W bR R E W IE
deposits and receivables ZHEEE (442) (343)
36,945 41,327
444,882 990,117
Portion classified as non-current DI AR E 2 2D
deposits (10,339) (8,290)
Current portion BIHAER (5 434,543 981,827
Included in the Group’s “Other deposits and AEBEBZ[Etize REKKE] KA
receivables” is a refundable rental deposit of EEZ[BRNFIE] S BIEET R R
HK$1,400,000 (31 March 2019: HK$1,400,000) H(EB)BERAR(MRE (KB
and included in the Group's “Prepayments” is —FXHARAHTEETRETERR
prepaid rent of HK$2,135,000 (31 March 2019: REEEFONAGR) MAREMEER
HK$2,376,000), placed with Silver Base (Holdings) 1,400,000 0 (ZE— L F = A
Limited (“SBH"), a company controlled by Mr. Liang, =-+—H 1,400,000 ) RN HES
an executive director and a substantial shareholder of 2,135,000 L (ZE—NF=A=+—
the Company (note 21(c)). The rental deposit to SBH H : 2,376,000 7T) (Ff5E21(c)) ° MR
is unsecured, interest-free and is refundable at the AE(EBR)INzHEERSAEET - &
end of the lease term. BURBERBELHARERRKEE -
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15. TRADE AND BILLS PAYABLES 15. ENEZREREMNRE
An aging analysis of the trade and bills payables as at RBEHRREZEANNENE ZHIE
the end of the reporting period, based on the invoice RENZEBRORESTOT
date, is as follows:
30 September 31 March
2019 2019
ZE-NF —ZE-NF
hWA=+R =ZA=+—H
HK$’000 HK$'000
TER FHET
(Unaudited) (Audited)
(REEZ) (&%)
Within 1 month — & AR 11 2,779
1 month to 3 months —BAZE=FEA 174 -
Over 3 months =@AMNE 4,033 516,215
4,218 518,994
The trade payables are non-interest-bearing and are ENESRIER/RE LK —MRIAI0E KR
normally settled on 90-day terms. we .
The bills payable are non-interest-bearing and with ENEEREERE3SHMNEER-
365 days settlement terms.
As at 31 March 2019, the Group’s bills payable RZZE-NF=ZA=+—H £X&EEA
amounted to approximately HK$512,952,000 (30 £47512,952,0008 L (ZE—NLF N
September 2019: Nil) which were secured by the A=1TH 8 NENEEBEEAREL
Group's pledged bank deposits of approximately 58,466,000/ L (ZE—NFNA =T
HK$58,466,000 (30 September 2019: Nil). H:\)NAEEEERRITERAE

e
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(@)  The Group's bank loan was denominated in RMB.

The Group’s bank loan in the amount of
approximately HK$21,063,000 (31 March 2019:
HK$64,119,000) containing a repayment on demand
clause and therefore included within current
liabilities.

Based on the maturity terms of the bank loan, the
amount is repayable in full within one year (31 March
2019: HK$64,119,000).

(b)  The Group’s other loan was denominated in RMB.
The amount is repayable in full within one year.

As at 31 March 2019, the Group’s interest-
bearing bank and other borrowings are secured
by the Group’s inventories with carrying value of
approximately RMB749,951,000 (equivalent to
approximately HK$874,293,000) (30 September
2019: Nil) (note 12). As at 30 September 2019
and 31 March 2019, the Group’s interest-bearing
bank and other borrowings are also supported by
corporate guarantees executed by the Company,
a director of the Company, subsidiaries of the
Company and a related company of the Company.
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16. INTEREST-BEARING BANK AND OTHER 16. sSTREBTRHEMEE
BORROWINGS
30 September 2019 31 March 2019
“E-hLENBZTH “E-NF=R=1-H
(Unaudited) (Audited)
(REER) (mER)
Contractual Contractual
interest rate (%) Maturity HK$'000 interest rate (%) Maturity HK$'000
BRFIZ(%) ZHA TEL BRFE(%) El o= TET
Current
B
Bank loan - secured (note (a)) 145% 2019 21,063 145% 2019 64,119
of PBOC of PBOC
RIOTEF-BHRA W) HEARRTRE FEARBTHX
2145% 2145%
Other loan (note (b)) 4.35% 2020 104,638 435% 2020 582,843
EWER M)
125,701 646,962
Notes: Kiat -

(@) AEENRITERAARKEE-

NEE A8 #421,063,0008 0 (= F
—NF=ZA=+—H 64,119,000/
TL) ZIRITER B S HEEEREENE
FoBEEARBARE -

BIBRTERZINBRGER 22 8EA
R—ERNERER (T AE=A
=+—H :64,119,000& ) °

(b) AEENHEMETRAAREE- %
TRER-—FATZHREE -

R-ZE-NAF=A=1+—8H KAEEH
TERITREMEEURAAENARE
749,951,0007T (18 & M #9874,293,000
BIL)(ZZE—AFALAZ+H E)HN
FE (M12) (BB - RZZE—hFN
A=+BNE-_Z—HhF=ZA=+—8"
REBMBHRITREMEERHBAR
A ARNE—RBREE - ARAIMNBAA
M B — IR EE A R T 28 SL A0 A B4R
RIESZ -
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17. BOND PAYABLES 17. BIES
30 September 31 March
2019 2019
—E-1F —E-NF
hA=+A =A=+-—H
HK$’000 HK$'000
FET FET
(Unaudited) (Audited)
(REEZR) (T Z)
Current B
Bond payables — unsecured R ES — mER 458,387 266,972
Non-current FERE
Bond payables — unsecured JEfTE 7 — mE 342,727 542,417
801,114 809,389

During the period ended 30 September 2019, the
Group issued bonds (the “2019 Bonds”) with an
aggregate principal amount of HK$27,000,000,
before related expenses of HK$4,725,000, to certain
independent individuals. The 2019 Bonds bear
interest at rates 7% per annum and will mature in
the period from June 2022 to September 2022. The
interest will be repayable by the Group semi-annually
from the issue dates of the respective bonds and up

to the maturity date.

During the period ended 30 September 2019,
the Group repaid bonds with principals of
HK$53,300,000.
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REBEE-ZT—NFNA=1THILHRH -
AEEBRETEIBEAZRTRASEE
/$27,000,000% 7T (KRR EHEE R
4,725,000 7)) 2 BEF ([ ZE—NFE
£  ZE-NFEHRI%Z FFI =X
HBUBR T ZF AR
FANAZEHEANEE - KEEGHEH
BARETHBEEYFENAE  BEE
BB AL -

REBEEZZE—NFNLA=1+HLHHE -
REBERESHRA$53,300,0008 7T °
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The Company operated a share option scheme (the
“2009 Share Option Scheme”) for the purpose
of providing incentives and rewards to eligible
participants who contribute to the success of the
Group’'s operations. Eligible participants of the
2009 Share Option Scheme include the Company’s
directors, including executive directors, non-executive
directors, independent non-executive directors, a
substantial shareholder of the Company and other
employees of the Group. The 2009 Share Option
Scheme became effective on 20 February 2009
and expired on 19 February 2019. On 23 August
2019, the shareholders of the Company approved a
new share option scheme (the “2019 Share Option
Scheme”).
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18. SHARE CAPITAL 18. B
30 September 31 March
2019 2019
—E-1F —E-NF
AR=+R =ZA=+—H
HK$'000 HK$'000
FERT FAET
(Unaudited) (Audited)
(REER) (&z&=)
Authorised: JERE
100,000,000,000 (31 March 2019:  100,000,000,000/%
100,000,000,000) ordinary —E-NAFZAZ=+—8":
shares of HK$0.1 each 100,000,000,000f% )
FREBECIBTHNEBR 10,000,000 10,000,000
Issued and fully paid: BRITRERE
2,260,097,946 (31 March 2019: 2,260,097,946 %
2,260,097,946) ordinary (ZE-NEFE=ZA=+—8:
shares of HK$0.1 each 2,260,097,946/%)
ERRMEEO0. 178 T B & B AR 226,010 226,010
None of the Company’s subsidiaries purchased, sold RARIMBARINAESEES - &
or redeemed any of the Company’s listed securities BEREBEREAARRLMES -
during the period.
19. SHARE OPTION SCHEME 19. BIRFESTE

ARRREBREFE ([ —ZTNFE
BerEst &l 1) LA 22D BN i Y AN SR [ 2 0E
ZRMEFHERNEERSRE - —F
ENFBREFINGERZEERR
ARAREF (BRATES FUTE
E BUFNTESR) ARFRIER
REAEEEMESR - —TTNFBEK
BAEN_ZETNF_A-THEER
TERZZE-AF_A+NABER- K
“E-AFENAZT=R ARFKRR
HE—BHBERESE (- NFH
Pergrt &) o
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19. SHARE OPTION SCHEME (continued)

The maximum number of shares that may be issued
upon exercise of all share options under the 2019
Share Option Scheme and any other share option
schemes of the Company shall not in aggregate
exceed the number of shares as shall represent 10%
of the total number of shares in issue on 23 August
2019. The maximum number of shares which may
be issued upon exercise of all outstanding share
options granted and yet to be exercised under the
2019 Share Option Scheme and any other share
option schemes of the Company must not exceed
30% of the shares in issue from time to time. Unless
approved by shareholders of the Company in general
meetings, no share option shall be granted, if the
acceptance of those share option(s) would result in
the total number of shares already issued and to be
issued to such grantee on exercise of such grantee’s
share option(s) during any 12-month period
exceeding 1% of the total shares then in issue.

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to
any of their associates, are subject to approval
in advance by the independent non-executive
directors. In addition, any share options granted to
a substantial shareholder or an independent non-
executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the
Company in issue at any time and with an aggregate
value (based on the price of the Company’s shares at
the date of grant) in excess of HK$5 million, within
any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

The offer of a grant of share options may be
accepted within 5 business days from the date of
offer, upon payment of a nominal consideration of
HK$1 in total by the grantee. The exercise period
of the share options granted is determinable by the
directors, and commences after a certain vesting
period.
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19. BB #EST 2 (&)

—E-NFBBREA I EARBEAE
fBREASIR N2 2B REETE
MmAlRE#E Tz &R=BR N8 E A TFE
BEENR _Z-AFNA-_T=AEH
TR EE10% 2 M EA - ARE—
T NEFEBREF B AR FHEMEAM
BRIESTBIERE MM ARITEZ 2R
TEBREETEMAERT &SR
MBBETSEBARRNRD EITRN
Z30% ° FRIFEB AR R RREBIRA
g LiE  BRIEARAZRABRER
RS BB 218 A BAF A A B AR
ABTTER S 2 BB O B #H1T R
BRTZBRNBEEEERDHITRD
Z1% @ AITBREAREBAE -

RAARBEE  FRTHRAEHER
BRRIBRENEMBEALETER
- BARLEEEIIFNTEZTOM
JE o WS - R PMET + — M@ A B A R
ARBNEERRIBIIFANTEER
MENTMHEALRTOBERE ¥
K AR BIPMEAIR E 2 TR0 BB
01%RBARFBBRMHRELERNE
REtEmRERBSEE BT AAR
BRRARE =R RALE

ROBRENZOA N ELZENE R
RAMEEBANTUAER  MARAZ
XNBRBIBTERRBARE - B
MBRENTENHESEE  URNE
THRBHBEMSE -
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19. SHARE OPTION SCHEME (continued)

The exercise price of the share options is
determinable by the directors, but may not be
less than the highest of (i) the nominal value of
the Company’s shares; (ii) the Hong Kong Stock
Exchange closing price of the Company’s shares on
the date of offer of the share options; and (iii) the
average Hong Kong Stock Exchange closing price
of the Company’s shares for the five business days

immediately preceding the date of offer.

Share options do not confer rights on the holders to

dividends or to vote at shareholders’ meetings.

The following share options were outstanding under

the 2009 Share Option Scheme during the period/year:

19.

30 September 2019
—E2-hEFRAA=TH

®
BT & ()
BARENTEBEEEET BT AR

ROAR B RO OEE : (i)AA B R
REBRENEHHREFBH AU
M{E  R(DNARABROREZELHB
AR A= ¥ B ER BB FH KT
BUARSER/E) -

FBREY T TEEE ABREEHR
BRKRKE EIRERRER -

B/ 58 BRE_ZZNFEREE
R ARATEE R BB AL T

31 March 2019
—E-hNhFE=ZA=+—H

(Unaudited) (Audited)
(REEXK) (R EZ)
Weighted Weighted
average average
exercise Number of exercise  Number of
price options price options
nAE g BRE TS RE AR
TRE Eg= 1TE(E A
HK$ ‘000 HK$ ‘000
per share per share
BRERT TR BB T TR
At beginning of the RE )
period/year 0.67 220,800 0.66 273,250
Lapsed during the H S FRRM
period/year 0.67 (2,850) 0.62 (52,450)
At end of the period/year FHIF K 0.67 217,950 0.67 220,800

No share options were granted during the six
months ended 30 September 2019 and 2018.
The Group recognised share option expense of
HK$2,542,000 (six months ended 30 September
2018: HK$2,776,000) during the six months ended
30 September 2019.
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H 78 A A 5% R AR o RN E
REBEE-T—NFHLA=+HIEAE
A BRI EE H2,542,000/%8 7T (B
E-T-NFALA=Z+THLEARER:
2,776,000/ 7T) °
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20. COMMITMENTS 20. H&IE
The Group had the following capital commitments at REBEBRREPRE AT ERFEE :
the end of the reporting period:
30 September 31 March
2019 2019
—E-NF —ZET-NEF
hA=+H =ZH=+—H
HK$’000 HK$'000
FET FHET
Capital commitments BARERE (Unaudited) (Audited)
(REEZ) (')
Contracted, but not provided for: 2 ET4){E R &4
Capital contribution payable to B FHREREHE
PRC entities 2,079 2,187
Acquisition of items of property, BEVE BMEAREEB
plant and equipment 156 921
2,235 3,108
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21. RELATED PARTY TRANSACTIONS

(a)

INTERIM REPORT 2019

2. BB ARS

In addition to the transactions detailed

elsewhere in these financial statements, the

Group had the following material transaction

with a related party during the period:

(@) BAMBHREME D AR
RPN AEERANFE LR TS
RETUTEARS

Six months ended
30 September
BZEAB=1+HIEXEA

Note 2019 2018
HaF —E-N1F ZTE-)N\F
HK$'000 HK$'000
FERT FET
SBH: RE(£H)
Rental expenses HEEHR (i) 4,500 4,500

Note:

(i)

The rental expenses of staff quarter were
based on mutually agreed terms with SBH at
an effective monthly amount of HK$750,000
(six months ended 30 September 2018:
HK$750,000). The lease is with remaining term
of 12 months from 1 April 2019, the date of
initial adoption of HKFRS 16, and therefore
accounted for as short-term lease. In the
opinion of the directors of the Company, the
rental expenses were determined by reference
to the prevailing market rental of comparable
premises and the appraisal report by an
independent valuer on rental payable in respect
of comparable properties in Hong Kong. The
transactions constitute continuing connected
transactions under the Rules Governing the
Listing of Securities on the Stock Exchange.
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() EBIFEMNHEEZERIBEREIR
E(5E) BEREMER &
& AEK ¢ 5750,000% T (B
E-T-N\FRLA=FTHILEARME
H :750,000/8 ) YEX - 5ZHE
HZE—NAFMA—H (HRE
MBS BREENSE 165528
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E ARSI ER B E - AR A
EERA HEBRNSEAL
BMENEMISEHEE AR —F
B HER AN E S Z AT
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21. RELATED PARTY TRANSACTIONS (continued)

(b)  Other transactions with related parties:

(i)

During the year ended 31 March 2012,
the Group formed 17 limited liability
partnerships established in the PRC
(the "Partnerships”) with certain its
employees (the “Employees”) via a trust
arrangement. On 1 November 2011,
the Company, Silver Base Trading and
Development (Shenzhen) Co. Limited
("SBTS"), a wholly-owned subsidiary of
the Company, and Mr. Liang Guosheng,
the brother of Mr. Liang, an executive
director and a substantial shareholder
of the Company, and also the director
of two subsidiaries of the Company,
entered into a trust agreement (the “Trust
Agreement”) regarding the investments
in the Partnerships. Pursuant to the Trust
Agreement, Mr. Liang Guosheng held 2%
equity interest in each of the Partnerships
on behalf of SBTS as at 31 March 2019
and 30 September 2019.
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21. ARG (&)
BRI TR MRS -

(b)

(i)

RBEEZZFE—Z—-F=A
=+—HRIEFE AEEE
BEATHFEEETES
(IZERE]DKNFABEKIT7
MAREEEKEZETEK
TE]) R-T——F+—
A—B Axa - REEZEH
R ORI BRAR ([RE
BHERORIN]) - HAEXR
NEIZZEWE LR kB
BB o & (1R AR R RIFAAT
EERTIZRRIREENR
% I B EEAR L R/ E M
BARMNES)MKRERA
K EmET M ErE = (115
sEmEl) c BBEFTE =
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21. RELATED PARTY TRANSACTIONS (continued)

(c)  Outstanding balances with related parties:

(i)

(ii)

The amount due to a director included
in the Group’s current liabilities is
unsecured, interest-free and has no fixed

terms of repayment.

Details of the Group’s rental deposit and
prepaid rent placed with SBH as at the
end of the reporting period are disclosed

in note 14.

(d) Compensation of key management personnel

of

the Group:

21.

BEE RS (&)

(@

B BB 77 1) R (B IE Y A5 B4

(i), AEREzZRBAGEREEN
E=RE ZREFARER
A RBEREBEERY -

(i) AEERHEMREFRRE
(RE)WHEEZS RFENHE
TEFEBRME14KE -

Six months ended
30 September
BEAA=THLAREA

2019 2018
—E-AF —E-N\F
HK$'000 HK$'000
FET TFHET

Salaries, allowances and benefits in %% 2L R EWHAZR
kind 15,159 16,917
Pension scheme contributions RIRTEFIET B3R 246 492
Equity-settled share option expense ARz E v HBIRIES R 741 924
16,146 18,333

The above amount includes emoluments

of Ms. Luo Li, the spouse of Mr. Liang,
of HK$1,585,000 (six months ended 30
September 2018: HK$1,441,000).

tiieEeERMNZ: (BARL
& B BC4B) 1) % B1,585,000% 7T
(BE_Z-—N\FALA=THIER
&5 : 1,441,000 7T) °
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value hierarchy.
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS 22 eI BEzRAREE
Fair value measurement recognised in REPEHBBERRAERERZAD
the condensed consolidated statement REETE
of financial position
The following table provides an analysis of financial THRIEINNERERARAALBEAEZ
instruments that are measured at fair value at the PRITABHALTEURIFLFUHAEZ
end of each reporting period for recurring and non- S DERBEAEESHEHEZA
recurring measurement, grouped into Levels 1 to AEECITEBEREEME D> AFIES
3 based on the degree to which the fair value is B RRREEFRRBNERAE I BR
observable in accordance to the Group’s accounting RIRBHER AR  eREERSRE
policy. The directors of the Company consider BzEREEREARBERSE
that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in
the condensed consolidated financial statements
approximate their fair values.
31 March 2019
“E-AFZA=+-H
Level 1 Level 2 Level 3 Total
1R EPE #34 @t
HK$'000 HK$'000 HK$'000 HK$’000
TR TET TET TET
Financial assets at FVTPL BREHZRANEEIELZ
THEE
Unlisted investment fund FEMREES - - 94,820 94,820
30 September 2019
ZE-AFAA=TH
Level 1 Level 2 Level 3 Total
1R EYE #38 @t
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR
Financial assets at FVTPL BEHE &Qﬁfﬁfﬁﬂ,ﬁiz
Unlisted investment fund FIMREES - - 122,324 122,324
During the six months ended 30 September 2019, REBEZE=ZFE-—NFALA=THILE
there were no transfers between levels of the fair A &n L@EJ’Z&ZF?MEL% o
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS 22. EMT B2 REE (&)
(continued)
Fair value measurement recognised in REHBBERARBERZAAE
the consolidated statement of financial EE S
position
Fair value of financial assets that are measured EREHEEEN AR EEFEZS
at fair value on a recurring basis BMEEZAREE
The valuation techniques and inputs used in the fair EeMIARKEENHEE, AR EER
value measurements of each financial instrument on SRR 2 EERN R A SR H 5 a0
a recurring basis are set out below: ™~
Relationship
of key inputs
Valuation Significant and significant
Financial Fair value technique unobservable unobservable
instruments hierarchy Fair values as at and key inputs input/Percentage inputs to fair value
TEHAHER
DREE RERHR EXTTHE EXTABRBAHE
SRMIE ER RUTREZAAEE TEBRALE BARE/Bolk HAREEZER
30 September 31 March
2019 2019
ZB-nEF  ZENF
AA=+R ZA=1-H
HK$'000 HK$'000
TER FHL
Financial assets at FVTPL
BEREAREBEIKRL
TREE
Unlisted investment fund Level 3 122,324 94,820 Market approach - Volatility/42.5% The higher the volatility,
Quoted bid prices (31 March 2019: the lower of the fair
in an active market,  Volatility/39%) value of unlisted
discount for lack of investment portfolio.
marketability using
Black-Scholes option
pricing model Key
inputs: Quoted
market prices,
volatility
FLmBERES 3] mHE - EE  KIE/425% RiEMS - BIFELT
mHRHRE (ZB-n%E RERS DA BE
RAENE-FRE =A=1-8: B, -
BETEEYRR  RE/39%)
ZRERELTE
TEHAHE

mERE  KE
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS 22. EMT B2 REE (&)
(continued)
Fair value measurement recognised in REHMBERARERZAAE
the consolidated statement of financial B (&)
position (continued)
Fair value of financial assets that are measured BREEBUHEEUNAREEFEZS
at fair value on a recurring basis (continued) MEEZAREBEGE)
Reconciliation of Level 3 fair value measurements of BREEEELEUNEIRAAEBEFEZ
financial assets on recurring basis are as follows: TREEHK -
Unlisted
investment
portfolio
FETRELAS
HK$'000
FERT
As 1 April 2019 RZZE—NhFMA—H 94,820
Fair value gain through profit or loss EEmERZ AR BERE 32,988
Exchange realignment M 5, 8 B (5,484)
At 30 September 2019 RZZE—NFNA=TH 122,324
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23.

24.
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LITIGATION

In December 2013, one distributor of the Group
(the “Plaintiff”) filed a claim to a District People’s
Court in the PRC (the “PRC District People’s Court”)
against one of the Group’s subsidiaries in the PRC in
relation to the Group’s obligation to buy back certain
inventories from the Plaintiff (the “Claim”). The
Plaintiff demanded the purchase consideration and
related compensation from the Group of RMB20.1

million (equivalent to HK$22.3 million) in total.

According to a judgement dated 25 August 2015
issued by the PRC District People’s Court, the Group
was liable to buy back certain inventories from
the Plaintiff with a total consideration of RMB18.9
million (equivalent to HK$21.0 million). The Group
has filed an appeal for such judgement to the PRC
District People’s Court in September 2015. According
to a judgement dated 7 January 2016 issued by the
PRC District People’s Court, the appeal from the
Group was dismissed and the original judgement

dated 25 August 2015 was sustained.

At the date of approval of these financial statements,
the Group and the Plaintiff are under the negotiation
for the buyback arrangement of the inventories and
the Group has not bought back any inventories from
the Plaintiff. The directors of the Company are in
the opinion that adequate provision has been made
in the financial statements to cover any potential

liabilities arising from the Claim.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to

conform with the current period’s presentation.

23.

24.

T%

T—=F+-A FAEE-RKH
#(TREADRAEERREREADES
THEENEEETEEARER ([H
B ARARE D HARERFEHE
h-HEBARRNER(ZER]) -
REABRAEBEAXINEHARK20.1
BET(HER223B8BT)NEBER
B R AARAEE1E -

BEAEEARERAEMBRA
“ZE-RFNAZFTHREMHAR K&
HEARMREARNBETEFSE  BRER
ARMB189FE L (HHEMR21.088E
) cAEBER -E-—RAFNARK
FPRA R E MR A RIABT R 5 - 1R
BHEMEARERAEMERAS-Z
—RNFE-ATBHHAR - REEREHS
LHREEET#FARA-ZZT—REN
A-Z+THBENERH -

RAFBREREMNERY > AEERR
SALRBREEBEFEETER - MA
SEHAARSABERERNEFS - A2
AEFERARERMBHRRPUZERA
ERELENTMEEREEL MR -

tt BT
ETHBRBFCEH DR - AEKHRE
25— -
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