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SUMMARY FINANCIAL INFORMATION
MBENBE

Year ended 31 March BZ=A=1+—-HLLEE

2016 2017 2018 2019
“E-AE ZBRtE ZB-N\E ZBRAR
HK$'000 HK$000 HK$'000 HK$'000

TR TBTT TR TR

2020
—BoFF
HK$'000
TR

Gross profit E7 233,979 410,233 225,667 233,261

310,785

Profit/(loss) for the year AQRLERAER
attributable to ordinary FEAREEE
equity holders of the Company I8 /(&) 130,408 6,150 (135,977) (145,782)

(173.172)

Non-current assets FrBHEE

20,535 24,560 69,996 144,927

345,437

Current liabilities RBAE 1,182,739 1,042,785 1,080,169 1,857,757

1,274,658

Net assets BEZE 827,169 782,598 784,600 543,751

—R_EEER REEBFBERER2A

297,910
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CORPORATE INFORMATION
REEM
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Mr. Liang Guoxing (Chairman and Chief Executive Officer)

HITES

RERSE L (TERITHADH)
(R=E=FF—f—AZLETBEH)

BRI B &+ (A AR )

BitkE (R-E—AF+-A=+—HAFE
HITEERITEBAE)
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FHATES
REBLE
RIS S (K= F—AFAA =+ EHRLE)
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Dr. Lee Kwok Keung Edward ENCIE:
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Mr. Hung Sui Kwan (Chairman) I A (£ E)
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CORPORATE INFORMATION
REEM

CAYMAN ISLANDS PRINCIPAL SHARE FERERNBFETHAE
REGISTRAR AND TRANSFER OFFICE

SMP Partners (Cayman) Limited SMP Partners (Cayman) Limited
3rd Floor, Royal Bank House 3rd Floor, Royal Bank House
24 Shedden Road 24 Shedden Road

P.O. Box 1586 P.O. Box 1586

Grand Cayman KY1-1110 Grand Cayman KY1-1110
Cayman Islands Cayman Islands

HONG KONG SHARE REGISTRAR AND BEERODBFERE
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited BEERREBLHELERAF
Shops 1712-1716, 17th Floor BABT

Hopewell Centre ERANBR183W

183 Queen’s Road East & R ALy

Wanchai, Hong Kong 17%81712-1716 %
PRINCIPAL BANKS FEERET

Bank of China (Hong Kong) Limited FEIRTT (BB BR AR
China Minsheng Banking Corporation Ltd. Hong Kong Branch PRRERITEEDIT
China CITIC Bank International Limited FEIRIT (BIRR) BR QA
Bank of Communications Co., Limited ZBIRITIR AR A A
STOCK CODE B3 X8R

886 886

WEBSITE OF THE COMPANY NI R
www.silverbasegroup.com www.silverbasegroup.com

(Information on the website does not form part of this (A A By B I THERE A F#—E5 7 )
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CHAIRMAN'S STATEMENT

TREHE

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 audited annual results of the
Company for the year ended 31 March 2020 (the “Financial

Year").

In the past year, China’s liquor industry has been
impacted by the waves of digital transformation, cultural
empowerment, price hikes, new retail models, and so
on. Owing to the acceleration of differentiation among
enterprises, industry leaders have been gaining market
shares, expediting the trend of industry centralisation.
Just as the market was expecting China’s baijiu industry
to benefit from a more stable landscape in general, a

sudden outbreak of the coronavirus pandemic has caused

BRRER :

AANBRRBEEEZRBERARA (AR
ADKENMBAR(AEEDEX(TE=E])
g([EFg)) MBUREARFBAE_T
“EFE-A=t-HLEFE(MHRFE] Z
RERDFXE -

BE—F TREBXEETHFLES
MALRERE  RER  HMEERAFREANG
B oXNimE mShRRAZERLE
BE OTEETENBEEENE - TED
LERTPERBTEEIERRERNEIER
MERFEERR  —HROEKNHLT
R B i R RS < P B DA B B BR AT AR
AE BREBEHOHZ(C - RBEAGTHED
5 BBETEERE ERERBEX R
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CHAIRMAN'S STATEMENT

TRHE

unprecedented and dramatic changes both in China and the
world. The pandemic has dampened consumer sentiment
and hindered entertainment, food and beverage as well as
service industries, and the pace of recovery and development
in the baijiu industry has been disrupted by the stagnant
production capacity and suspension of most infrastructure
investment projects due to the work resumption delay after

Chinese New Year Holidays.

As a long-standing national baijiu distributor in China’s
liquor industry, Silver Base has been actively taking measures
to improve its development in terms of management,
business philosophy, marketing and maintaining brand
equity in the face of the difficulties brought about by the
pandemic. In these unprecedented times, we are committed
to stabilising and maintaining our relationships with major
baijiu merchants. We also understand that as business
members may have varying degrees of risk tolerance and are
likely to be under tremendous pressure, we are committed
to working together to tide over the crisis. At the same time,
we have tightened our cost control and strengthened our
control measures in order to respond to market challenges

with a steady and prudent strategic approach.

During the Financial Year, the e-commerce business
continued to be the core of Silver Base, providing a
significant contribution to the Group’s businesses. Since last
year’'s system optimisation, our Wine Kingdom B2B Platform
has continued to grow steadily in terms of cooperation with
brands and membership recruitment. In addition, “new

Iu

retail” continues to be the main theme in China’s consumer
market, and the focus of the industry is gradually shifting
from traditional e-commerce’s “goods”-oriented to social
e-commerce’s “people”-oriented. We launched an Wechat

application, “WEjiu", earlier this year to give new impetus
to our business by further developing social e-commerce.
“WEji

cooperation with more than 12 regional operators, and more

In just a few months, u” has already been in

than 125 authorised distributors have joined us through

RHBEZFRETTEEREHNERER AR
ABMOERRETENERF  ABETENE
AR RATRRITAL °

REEARBEIPEBXZFNL2EMERE

R MERBETANER —HEER
FREBRE MSERFL mEGEL
BERERERSCGERR -EEEFEREY

BHBOREMEERSKXEBRNERER - F
R R MBI K MARRE N 2% - B EE R
ERAEN  BRATBRFERARE  HLER
R BRI RPIBIERA - NREE
BRI Z RN R EH T IS hE -

MBRFEER ERAXRBEEZRENZL
RASEXGRESEAER BN RES

$B2BF & B EFHAMBILR  HmiEE
BE 28HE FHARKEREER -5

Sh - T EEIBERSREEEMISESR - 17
EZHHUAEIATFONEREE T &R
UTAIAFR LM HERER - BRMSFEF
MELOMENERIWEE] - BiRE—P%
BHXEHREEXETANE N - [WEE]
REBACKEREBRI2ERARELDE
BEalE W FEBZEREREXEIE125%
FRVAC SR AN o BAPTHAZE LATE RS2 & 4
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CHAIRMAN'S STATEMENT

TREHE

the application. We expect to drive higher e-commerce
traffic and user viscosity with more precise marketing
and promotional strategies, further boosting overall
transaction volume. For overseas markets, since our entry
to Poland’s market in 2018, we have focused new markets
in Eastern Europe, including the Czech Republic, Hungary
and Slovakia. In the future, we will continue to actively
explore international markets with enormous development

potentials.

The sudden outbreak of the coronavirus has undoubtedly
dealt a huge blow to various industries. We have been
monitoring the situation closely and re-adjusting our
planning strategy for 2020 since the beginning of the year.
We believe that the pandemic will only have a temporary
impact on the industry. China’s baijiu has a long history and
strong cultural heritage, therefore, we remain confident
about the industry’s future in the long term. We anticipate
that after the pandemic eases in general, the series of
national prevention and control measures are expected to
be lifted gradually, and demand for food and beverage and
consumer goods will rebound with the industry getting
back on track. At present, we will adhere to the spirit
of continuous innovation, strive to improve quality and
efficiency, and carry out valuable business exploration
to advance on the path of sustainable and orderly

development.

=K
=

HERE HPERNEBRRENAPMH
'”*ﬁﬂ MENRHE - BINTHEA
C B2018FERAKRERER - HAIEEEZRR
NERME - BEER  RFN RS KR
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MBAERBESHRE  BERAEZTIETNR
TEARNEE -BM—EEREDS BFY
—EH B A B2020F 0 R B KB - AR
REBREVITEERENFE -HEABE
BARKEELFEEXLER  RIHLKESR

Ko BAHTEARDATRELD - HFH
ES SR Ecyiih i

FRIEZMBER  BHR—

HEE MR ERNHBZT RSB/ RENR
TERELQER - B/ RFGRAKEEL
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CHAIRMAN'S STATEMENT
FERS

Last but not least, | would like to express my sincere thanks & AABRARRIRRE FBEBEHEEE
to the shareholders of the Company, business partners FREEANRGTHIZEREZRNOHE K
and customers for their long-standing support. We look MEEUFERENEERBESAL - WHRKRE

forward to repaying the trust that you have placed in us BUHRAEEXEBERMTME HANEE
with a greater performance. On behalf of the Board, | would THEN#ENUES EEBN2EEIHUSR
also like to express my heartfelt gratitude to the Directors, B B o

management team and all the employees for their efforts

and hard work for the Group’s business development.

Liang Guoxing T
Chairman PE

ZBC-BREER REEBERER2 A



MANAGEMI;NT’S DISLCU;SSION AND ANALYSIS
BEEEN W R DN

BUSINESS REVIEW

Overview

For the year ended 31 March 2020 (the “Financial Year”), the
Group recorded a total revenue of approximately HK$1,631.0
million (2019: HK$1,704.9 million), representing a decrease
of approximately 4.3% when compared to last year. Excluding
the provision for inventories, during the Financial Year, the
Group’s gross profit was approximately HK$329.0 million (2019:
HK$249.7 million). The gross profit margin before provision
for inventories was approximately 20.2% (2019: 14.6%), while
the loss for the year attributable to the ordinary equity holders
of the Company was approximately HK$173.2 million (2019:
HK$145.8 million). Basic loss per share was approximately
HK7.66 cents (2019: HK6.43 cents).

During the Financial Year, the revenue generated from the
PRC market and the international market accounted for
approximately 78.9% (2019: 71.6%) and approximately 21.1%
(2019: 28.4%) respectively.

Baijiu Business

The sudden outbreak of coronavirus — COVID-19 has caused
China’s GDP down 6.8% year-on-year in the first quarter
of 2020, marking the first time in nearly four decades that
China’s economy has recorded negative quarterly growth.
Meanwhile, China’s total retail sales of social consumer goods
which represents consumption in the first quarter of the year
plummeted by 19.0% year-on-year, and the enterprise above
designated size in the national liquor industry recorded sales
of RMB120.7 billion from January to February 2020, decreased
by 15.6% year-on-year. Among them, baijiu’s sales revenue
accounted for RMB88.7 billion, decreased by 11.7% year-on-
year; profits also decreased by 8.8% year-on-year.

e A CI)=

BE
BHE_Z-TFE=-A=+—AULtEE(H
BEE]  AEEEGEBYEL,631.0
BEAT(ZE—NF:1,70498 8%
TL)  BMEERMADL43% c MR EERE
MEZ  REBREEAN - AEEREFL
329088 T (ZE—NF :249788
BT FEBEEBIIHNEFREL20.2% (=
T—NF :146%) c AR A ERERTE
EANEREBEMT7I2EEEL(ZE—AL
F 14588 B L) BRAXREEY
7.66 L (ZZ—F - 6.43781l) -

MEEARN - RAFETSERBEBEMSH
WG AEBBYED R AH78.9% (=
T—NF:71.6%) RE21.1% (ZE—Hh
F:28.4%) °

=R
—BREMNFTUERRSHLEZEE - F
BIGDPR2020F B EE Rtk T/86.8% -
RIMAOFEARFBEKLEEEHRESTH
BRHEHLEARK PREREFEREEEAL
CHEMTEREERRALARETNET
19.0% ° 2020F 1228 2 B EBE T £
RUA E TR IEE RAARK,20718
JT R TFFE15.6% ° Erp - BEEE I
AANRSS7IBIT AL TF11.7% : #
FEIRAELL T FF8.8% ©
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MANAGEMENT’S DIS;CU;SSION AND ANALYSIS
BEEE W R DA

In addition, the pandemic has severely hit China’s liquor
industry during the festive Chinese New Year’s sales season. As
China made every effort to prevent and control the pandemic
by prohibiting mass movement and gathering of people, and
implementing home isolation policy, food and beverage and
tourism-related consumption were the most affected sectors,
and market consumption demand was significantly reduced.
At the same time, measures such as work resumption delay
by companies would result in a reduction in production or
stagnation of development in the manufacturing sector. Such
a “black swan” incident has brought another major challenge
to the liquor industry which was just entering the phase of

recovery.

The development trend of the liquor industry has long been
more in line with the pace of the domestic macro economy.
With the pandemic hitting hard on China’s economy and
the country’s overall development facing strong downward
pressure, baijiu as a traditional industry is not an exception
to the stiff headwind. However, with the rapid emergence of
new consumption concepts and online consumption habits in
recent years, liquor enterprises and merchants have already
embraced e-commerce. The pandemic is fuelling the stay-
at-home economy, and major liquor enterprises have further
strengthened the deployment of e-commerce channels, while
investing more resources in e-commerce platform operation,
supply chain management, artificial intelligence and big data,
bringing a new turning point to the development of the
industry.

SN & ?EﬂéT$IE@G¥A¢
MEMEHE - ARBERE RS
IEARKRBRERB MBS *ﬁE%%
Bt ERNMIRESHBEAEESINEGESR
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THEEEETSHERE  HHREHEEEFY
BOBESERERS - ERN[EXRIE]EFMH
SREHROBTEBRARERZER

E%M%*E@ﬁ%%%@tﬁ'ﬁﬁw

BRENT AR R~ - RBETETH
I%@'ﬂ%ﬁﬁﬁﬂﬁﬁmTﬁ@ﬂ'
RBERERITEEBATRER - A
MEHFHEEETRR HEEEBRE
g BEEEREEHE] - RIEWE
TIERB I KRB SRXBELEE—
FNREBREMD  FAREEBTLE
BoOHERER AR ABESH
HRARZER  BITREROERNSH
"o

—RoREER REEBERER 2 A



MANAGEMI;NT’S DISLCU;SSION AND ANALYSIS
BEEEWR DN

E-commerce

Since its establishment, the Group’s Wine Kingdom B2B
Platform has been focusing on satisfying the needs of the
market and its members, and has achieved more optimised
services through several system upgrades of the B2B Platform.
At the same time, the Group has also started to launch various
promotions targeting young consumers by using social media
to approach this new consumer group with introduction
of different alcoholic products, thereby driving online

consumption.

Nowadays, with marketing channels evolving and consumption
scenario ever changing, many liquor companies are extending
their footprint to micro-commerce so as to capture the new
retail market presented by social media. In view of the unique
advantages of micro-commerce — swift sales of affordable
products in a short cycle as compared with traditional channels,
the Group launched an Wechat application, “WEjiu”, during the
Financial Year. "WEjiu” is created based on the Group’s smart
retail strategy, which integrates the service concept of social
e-commerce new retail with product procurement, pricing,
sales, logistics and other all-in-one processes. The Group is
dedicated to develop “WEjiu”

operator and distributor, providing premium service experience

into an online empowerment

for consumers and building a new social e-commerce
ecosystem. Since the launch of “WEjiu”, the Group has held a
number of promotional activities, including trade fairs, liquor
factory visits and product promotions, which successfully
boosted online sales of whiskey, wines and sake and enhanced

the product penetration rate.

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 Financial Year has increased when

compared to the corresponding period of the previous year.
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MANAGEMENT’S DIS;CU;SSION AND ANALYSIS
BEEE W R DA

Non-alcohol Business

Since the fourth quarter of 2018, the Group has made
corresponding 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.

Outlook and Future Development

The Group considers that the impact of the COVID-19 pandemic
on the baijiu industry is only temporary. As a unique consumer
product with deep cultural heritage in China, there is always a
clear development pattern in the baijiu industry. The pandemic
has only brought certain interfering factors, and the impact on
the industry in the medium to long term is expected to be mild.
We continue to believe that the liquor industry will benefit in
the long term from two core developments — “consumption
upgrading” and “centralisation”. Once the pandemic is finally
under effective control, we are optimistic about the recovery
of baijiu consumption. At the same time, the pandemic has
accelerated the integration of the liquor industry distribution
channels, community marketing and online marketing, starting
a new chapter for the e-commerce development of the liquor

industry.

As a national baijiu distributor in the PRC, the Group will also
continue to leverage its increasingly established e-commerce
business through big data empowerment to enhance overall
revenue. In addition, as overseas market becomes a new arena
for Chinese baijiu, the Group will also strive to establish its
footholds in Eastern European countries, including the Czech
Republic, Hungary, and Slovakia. In terms of management,
the Group will continue to optimise organisational structure,
enhance per capita performance, and respond to ever-changing

market conditions in a more flexible and nimble way.

The Group is confident that with the optimisation of its business
portfolio and the reputation and influence it has built up over
the years, it will continue to strengthen itself in the face of

adversity and maintain its leading position in liquor operations.
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MANAGEMI;NT’S DISLCU;SSION AND ANALYSIS
BEEEWR DN

FINANCIAL REVIEW

Revenue and Gross Profit

The Group generates its revenue primarily from sales of high-
end liquors. For the Financial Year, the Group recorded a total
revenue of approximately HK$1,631.0 million, representing a
decrease of approximately 4.3% compared to a total revenue
of HK$1,704.9 million for the year ended 31 March 2019. For
the Financial Year, approximately 78.9% of revenue was derived
from the PRC market (2019: 71.6%).

The Group's revenue derived from the distribution of liquors
represented approximately 99.8% of the total revenue for
the Financial Year (2019: 91.2%) while the revenue derived
from the distribution of sugar, cigarettes and daily necessities
represented approximately 0.2% of the total revenue for the
Financial Year (2019: 8.8%).

The Group’s gross profit for the Financial Year was
approximately HK$310.8 million (2019: HK$233.3 million).
The increase in gross profit was mainly due to the increase in
average selling price and sales volume during the Financial Year.
Excluding the factor of provision for inventories, the Group’s
gross profit for the Financial Year was approximately HK$329.0
million (2019: HK$249.7 million), the gross profit ratio before
provision for inventories was approximately 20.2% (2019:
14.6%).

Other Income, Gains and Losses

Other income, gains and losses amounted to approximately
HK$21.6 million during the Financial Year (2019: HK$72.5
million). Such decrease was mainly due to changes in fair value

of a financial asset at fair through profit or loss.
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MANAGEMENT’S DIS;CU;SSION AND ANALYSIS
BEEE W R DA

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$192.3 million (2019: HK$263.2 million) accounting for
approximately 11.8% (2019: 15.4%) of the revenue of the
Group for the Financial Year. 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 salaries and
welfare, office rental expenses, professional fees and other

administrative expenses.

Administrative expenses amounted to approximately HK$96.0
million (2019: HK$90.4 million) accounting for approximately
5.9% (2019: 5.3%) of the revenue of the Group for the
Financial Year. Such increase was mainly due to the increase
in salaries and wages for administrative personnel and office

rental.

(Loss from Impairment)/Reversal of Impairment, Net
Loss recorded in this account amounted to approximately
HK$104.2 million (2019: gain of HK$5.3 million) for the
Financial Year. The change was mainly due to the increase
in impairment of right-of-use assets and impairment of trade
receivables.

Finance Costs

Finance costs amounted to approximately HK$110.0 million
(2019: HK$108.2 million) representing approximately 6.7%
(2019: 6.3%) of the Group’s revenue for the Financial Year.
The finance costs include interest on bank and loans, interest
on bond payables and interest on lease liabilities. Finance costs
during the Financial Year remained basically unchanged as

compared to the previous year.
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MANAGEMI;NT’S DISLCU;SSION AND ANALYSIS
BEEEWR DN

Income Tax Credit

No provision for Hong Kong profits tax was made as the Group
had available tax losses brought forward from prior years to
offset the assessable profits generated in the prior year. During
the current year, no provision for Hong Kong profits tax was
made as there is no assessable profit during the current year.
Taxes on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries or jurisdictions in

which the Group operates.

Loss Attributable to Ordinary Equity Holders of the
Company

Taking into account of the aforementioned, the loss attributable
to ordinary equity holders of the Company for the Financial Year
amounted to approximately HK$173.2 million, as compared to
a loss attributable to ordinary equity holders of the Company of

approximately HK$145.8 million in 2019.

Dividends
The Company did not pay any interim dividend during the
Financial Year.

The Directors do not recommend the payment of a final
dividend for the Financial Year.

Inventories

As at 31 March 2020, the Group’s inventories was
approximately HK$355.6 million (2019: HK$1,028.1 million).
The decrease was mainly due to the increase in sales volume
and decrease in purchase volume during the Financial Year as

compared to previous year.
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MANAGEMENT’S DIS;CU;SSION AND ANALYSIS
BEEE W R DA

Trade and Bills Receivables

The Group has adopted stringent credit policy. Generally, the
customers of the Group shall settle payment obligations in
cash or bank’s acceptance bill issued by reputable banks before
delivery of the goods. In prior year, the Group also granted
a credit period of up to 1 year to some long-term or reliable
customers.

The decrease in trade receivables was mainly due to the increase
in loss from impairment of trade receivables.

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. During the Financial Year, after
careful assessment of the receivable balance’s recoverability by
taking into account of the impact of the COVID-19 pandemic,
the consumer market is temporarily in an difficult operating
environment, financial conditions of the distributors and aging
of the balances, total impairment allowance in aggregate of
approximately HK$229.2 million (2019: HK$188.9 million) had
been made by the Group as at 31 March 2020.

As at 31 March 2020, the trade and bills receivables net of
provision were approximately HK$93.4 million (2019: HK$137.5
million). Approximately 13.6% of the net trade and bills
receivables were aged within two months as at 31 March 2020
(2019: 32.4%). All bills receivables were issued and accepted by
banks.
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MANAGEMI;NT’S DISLCU;SSION AND ANALYSIS
BEEEWR DN

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 and bills 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 platform, WeChat applet and TV shopping
and B2B business.

Up to the date of this annual report, the Group’s subsequent
settlement of the trade and bills receivables was approximately
HK$20.6 million.

Trade and Bill Payables

As at 31 March 2020, the trade payables was approximately
HK$3.8 million (2019: HK$519.0 million). The decrease in
trade and bills payables was mainly due to the outstanding bills
payable were settled during the Financial Year.

Liquidity and Financial Resources

As at 31 March 2020, the Group had bank balances and cash
of approximately HK$698.5 million (2019: HK$591.8 million),
approximately 96.2% (2019: 78.8%) of which was denominated
in RMB, approximately 1.4% (2019: 17.1%) of which was
denominated in Hong Kong dollars and approximately 2.4%
(2019: 4.1%) of which was denominated in other currencies.
The increase in bank balances and cash was mainly due to the
increase in cash generated from operating activities. As at 31
March 2020, the Group’s net current assets were approximately
HK$223.7 million (2019: HK$946.2 million).
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MANAGEMENT’S DIS;CU;SSION AND ANALYSIS
BEEE W R DA

Capital Structure of the Group

Total interest-bearing bank and other borrowing as at 31 March
2020 was approximately HK$84.3 million (2019: HK$647.0
million) which were bank loans and other loan. All (2019:
100.0%) of which were denominated in RMB.

The Group's bank loan was denominated in RMB.

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

is repayable in full within one year.

During the Financial Year, the Group issued new bonds with an
aggregate principal amount of HK$53.7 million before related
expenses of HK$8.6 million, to certain independent entities
and individuals. These bonds bear interest at rates ranging
from 6.0% to 7.0% per annum and will mature in the period
from November 2021 to November 2022. The interest will be
repayable by the Group semi-annually or 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 bank balances and cash are
placed with reputable financial institutions.
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MANAGEMI;NT’S DISLCU;SSION AND ANALYSIS
BEEEWR DN

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, other payables and accruals, lease liabilities,
bond payables and amount due to a director less cash and cash
equivalents. Total capital represents equity attributable to the
ordinary equity holders of the Company. As at 31 March 2020,
the gearing ratio was approximately 61.5% (2019: 73.4%).

Employment and Remuneration Policy

The Group had a total work force of 222 employees in Hong
Kong, the PRC and Poland as at 31 March 2020 (2019: 293
employees). The total salaries and related costs (including
Directors’ fee) amounted to approximately HK$109.7 million
for the Financial Year (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.

LITIGATION
(@ In December 2013, one distributor of the Group (the
“Plaintiff”) filed a claim to a District People’s Court in
the PRC (the

of the Group’s subsidiaries in the PRC in relation to the

“PRC District People’s Court”) against one

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$22.0 million)
in total.
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MANAGEMENT’S DIS;CU;SSION AND ANALYSIS
BEEE W R DA

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$20.7
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 has not bought back any inventories from the
Plaintiff and the Group has further filed an application for
enforcement opposition to the District Court to close the
case due to the fact that the Plaintiff was found to have
no more assets in its books and therefore the Group is
unable to buy 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.

As at 11 March 2020, the Group’s previous business
partners (consisting of a natural person and two
companies, collectively referred to as the “Plaintiffs”)
filed a claim against the Company and an indirect wholly-
owned subsidiary of the Company in Hong Kong (the
“Hong Kong Subsidiary”) in the Court of First Instance of
the High Court of Hong Kong for compensation of profits
arising from previous business relationships among the
parties involved. The Plaintiffs are seeking compensation
in the sum of RMB25.3 million from the Company
and the Hong Kong Subsidiary. As at the date of this
annual report, the claim is still in the early stage of legal
proceedings. After consulting with the Company’s external
legal counsel and considering the existing situation, there
is still insufficient information to prove that the claim will
cause outflow of economic benefits.

RIEFRE M E A RZERFTEM EH
E-ZE—RAFNAZ-+HBHH
R AEBARREADESE TF
5 BREAARK189AE L (B
ER20788%EL) - AKEERZ
T—AFNARZHRAFEME
ARZEBRIRE E&F - BIEFE M@
ARZGFIBEHBEBR AT —RF
—AtHAMHR AEEREMN L
FHEEOY#FERA-_T—AF
NAZ+HEBHERH -

A

RAMBHRRENERSH  KEE
R AR E ABEERFEmAE
B2 — R EAR R D R 8
HHATHRBUNERER - REAR
REARBRERE P EEMAE
EARAEEEIARSAED
EAFEE ARAEFARERM
BHERPRZARAEEENEM
BEABEFEDEHEE -

RZEZEF=A+—8 ~EH
BRRzZEBEEA(—RBRAAN W
BAF SiBAZEIREAD KK
RAEAIRARB—HEEEMEZEZENR
BAR(EAMBAFL MEEE
HEFUTEBRERZRN - mE
BEREERRFEERLEBAR R
EANBERKARFRBEEWRBRARZ
MARKZKIEETHEE -HE
RERFLER  ZREDENTH
BERERF  KRARQBINBERE
FEMBARERBEER  ERD
EENENFRZEESERLE
N P

—RoREER REEBERER 2 A



DIRECTOR PROFILES

EEREE

EXECUTIVE DIRECTORS

Mr. Liang Guoxing, aged 54, was appointed on 12 September
2007. He is the founder, chairman and chief executive officer
of the Group. Mr. Liang is also a member of the remuneration
committee and the nomination committee of the Company. He
is a director of a number of subsidiaries of the Company. Mr.
Liang is primarily responsible for the overall corporate strategies,
planning and business development of the Group. Mr. Liang has
23 years of experience in the sales and distribution of Chinese
liquor and cigarettes. Mr. Liang obtained Doctor of Business
Administration, honoris causa, from the Northern University in
U.S.. He obtained the 13th World Outstanding Chinese Award
co-organised by World Chinese Business Investment Foundation
and United World Chinese Association Limited in April 2013.
Mr. Liang is a standing committee member of the 11th Session
of the Chinese People’s Political Consultative Conference,
Zhanjiang and a member of the 10th Session of the Chinese
People’s Political Consultative Conference, Guangdong Province.
He is also a fellow member of the Hong Kong Institute of
Directors.

Mr. Liang is the sole shareholder and a director of Keen Pearl

Limited, a substantial shareholder of the Company.
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DIRECTOR PROFILES

ESEE

Ms. Chen Xiaoxu, aged 42, was appointed as an executive
director and chief financial officer of the Company on
14 July 2017. She has been appointed as member of the
remuneration committee and member of the compliance
committee of the Company from 18 August 2017. She is an
authorised representative of the Company as required under
Rule 3.05 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited. Ms. Chen joined
the Group in December 2009 and had served as the financial
manager and chief financial officer of Silver Base Trading and
Limited (SREESHERE(RYNE
fR27]), a wholly-owned subsidiary of the Company, and was

Development (Shenzhen) Co.,

then responsible for, among others, financial accounting, risk
management and internal control. Ms. Chen is currently a
graduate student of the Nankai University. She graduated from
the Changchun Taxation College in 2000 and qualified as a
Certified Public Accountant in China in 2004.

Prior to joining the Company, she had worked for accounting
firms, accounting consulting firms and a foreign-invested resort
in Vietnam and was then responsible for auditing and finance
related works and has accumulated 20 years of experience in
finance related works.
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DIRECTOR PROFILES

EEREE

NON-EXECUTIVE DIRECTOR

Mr. Wu lJie Si, aged 68, was appointed on 6 March 2008. Mr.
Wu has over 20 years of experience in finance and corporate
management in the PRC. From 1984 to 1995, Mr. Wu served
in numerous positions in the Industrial and Commercial Bank
of China (“ICBC"), including the president of ICBC Shenzhen
Branch. From 1995 to 1998, Mr. Wu served as the deputy
mayor of the Shenzhen Municipal Government. From 1998
to 2000, Mr. Wu served as the assistant to the governor of
Guangdong Province. From 12 February 2000 to 8 May 2001,
Mr. Wu joined Guangdong Enterprise (Holdings) Limited
(“GDE") as a director during the process of assisting its debt
restructuring. Mr. Wu ceased to be a director of GDE shortly
after the closing of its debt restructuring on 22 December 2000.
From 2000 to 2005, Mr. Wu was appointed as the chairman of
Guangdong Yue Gang Investment Holdings Company Limited
(BREBREIERBRAE) and GDH Limited (BRIERSE
FRAT]). Mr. Wu has been appointed in various positions in
companies listed on the Stock Exchange and the New York
Stock Exchange. Mr. Wu served as the chairman of Guangdong
Investment Limited (stock code: 270) (“GDI”) from March 2000
to March 2001, as a director of GDI from March 2000 to April
2005 and as the honorary president of GDI from March 2001
to April 2005. Mr. Wu also served as a director and honorary
president of Guangdong Tannery Limited (stock code: 1058)
from February 2004 to April 2005. Both companies are listed
on the main board of the Stock Exchange. While Mr. Wu was
serving as the chairman and then an honorary president of GDI,
GDI and its subsidiaries underwent a debt restructuring, details
of which were included in GDI's announcements dated 23
December 2000 and 6 May 2003. From April 2005 to January
2008, Mr. Wu was appointed as the executive director and
from June 2005 to January 2008, Mr. Wu was appointed as the
managing director and the chief executive officer of Hopson
Development Holdings Limited (stock code: 754), which is listed
on the main board of the Stock Exchange. From September
2005 to July 2011,
executive director of China Merchants Bank Co., Ltd. (stock
code: 3968). From May 2007 to August 2008, Mr. Wu also
served as an independent non-executive director of Yingli Green

Mr. Wu served as an independent non-

Energy Holding Company Limited (stock code: YGE) which is
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listed on the New York Stock Exchange. From 15 July 2008 to
23 December 2009, Mr. Wu was executive director of China
Aoyuan Property Group Limited (stock code: 3883) (“China
Aoyuan”). From 24 December 2009 to 19 May 2013, Mr.
Wu was a non-executive director and vice chairman of China
Aoyuan. From 13 February 2006 to 27 June 2013, Mr. Wu is
a non-executive director of China Water Affairs Group Limited
(stock code: 855).

Mr. Wu is currently an independent non-executive director of
Beijing Enterprises Holdings Limited (stock code: 392) and China
Taiping Insurance Holdings Company Limited (formerly known
as “China Insurance International Holdings Company Limited”)
(stock code: 966), both companies are listed on the main
board of the Stock Exchange. Mr. Wu is also a non-executive
director of Shenzhen Investment Limited (stock code: 604), a
company listed on the main board of the Stock Exchange. He
is also an independent non-executive director of Industrial and
Commercial Bank of China (Asia) Limited and China CITIC Bank
International Limited. Mr. Wu obtained a Master’s degree in
Economics in 1984 and a Doctoral degree in Economics in 1996,
both from the Research Institute of Finance the People’s Bank
of China. Mr. Wu completed post-doctoral research work in
theoretical economics at Nankai University (B AZ) in 1998-
2000 and was qualified as a professor in theoretical economics
at Nankai University in 2001.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Hung Sui Kwan, aged 50, was appointed on 6 March
2008. He is the chairman of the audit committee, the
compliance committee, the remuneration committee and the
nomination committee of the Company. Mr. Hung was an
executive director and the chief executive officer of Get Nice
Holdings Limited (stock code: 64), a company listed on the
main board of the Stock Exchange, for the period from 28 April
2011 to 7 April 2016. He is an executive director and the chief
executive officer of Get Nice Financial Group Limited (stock
code: 1469), a company listed on the main board of the Stock
Exchange. Mr. Hung has over 23 years' experience as certified
public accountant in Hong Kong and is currently a director of
Venture Partners CPA Limited. Mr. Hung is a licensed person
under the Securities and Futures Ordinances for regulated
activity “advising on corporate finance”. Mr. Hung obtained
a Bachelor of Science degree from the University of Hong
Kong and is a fellow member of The Association of Chartered
Certified Accountants in the United Kingdom and a member of
The Hong Kong Institute of Certified Public Accountants.

Mr. Ma Lishan, aged 68, was appointed on 6 March 2008.
He is a member of the audit committee, the remuneration
committee, the compliance committee and the nomination
committee of the Company. Mr. Ma graduated from Beijing
Foreign Studies University in the PRC in 1975. Mr. Ma has
served various positions such as chairman, executive director
and general manager in certain large-scale joint ventures under
China Foods Import and Export (Group) Co., Ltd. (COFCO), as
well as Great Wall Wine Industrial Company (R & & EE S
AA]). From January 1996 to June 2003, Mr. Ma served as an
executive director of China Foods Limited, a company listed
on the Stock Exchange (stock code: 506). From May 1997 to
June 2003, Mr. Ma served as an executive director and the
managing director of China Foods Limited. From June 2000
to June 2003, Mr. Ma served as the vice president of China
Foods Import and Export (Group) Co., Ltd. (COFCO). From June
2008 to January 2009, Mr. Ma was an executive director of
Sino Resources Group Limited, a company listed on the Stock
Exchange (stock code: 223). From 2 August 2009 to present,

he is an independent non-executive director of Sunac China
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Holdings Limited, a company listed on the Stock Exchange
(stock code: 1918). From September 2010 to August 2012, he
was the executive director, chief executive officer and chairman
of Hao Tian Resources Group Limited (now known as Hao Tian
Development Group Limited), a company listed on the Stock
Exchange (stock code: 474). From August 2012 to August 2016,
he was the senior consultant of Hao Tian Development Group
Limited. From 31 March 2016 to present, Mr. Ma is currently
an independent non-executive director of SRE Group (stock
code: 1207). From 28 June 2016 to present, he is currently an
independent non-executive director of China Minsheng Drawin
Technology Group Limited (stock code: 726), a company listed
on the Stock Exchange. From 19 August 2016 to present, Mr.
Ma is currently an independent non-executive directors of
Huarong International Financial Holdings Limited (stock code:
993).

Dr. Lee Kwok Keung Edward, aged 65, was appointed on 24
June 2014. He is a member of the audit committee, compliance
committee, remuneration committee and nomination committee

of the Company.

Dr. Lee is the founder and the chairman of Nuovo Collection
Hong Kong Limited which is the leading high end Italian
furniture retailer in Hong Kong and the PRC.

Dr. Lee was graduated at Ontario College of Art & Design,
Canada in 1977 with honor Associate of Ontario College of Art
& Design (A.0.C.A.D.).

With 41 years of experience as a professional interior designer
and furniture retailer, Dr. Lee was appointed as the chairman
of the Furniture and Decoration Industries Group by the
Federation of Hong Kong Industries and the vice-chairman for
Hong Kong Furniture and Decoration Trade Association Limited.
The Government of Hong Kong Special Administrative Region
has appointed Dr. Lee as a standing committee member of The
Public Affair Forum in 2009.
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Dr. Lee has also participated in a number of social community
service groups, such as a director of The Chinese General
Chamber of Commerce, a vice-chairman of the New Territories
District Liaison and a Vice-President of New Territories General
Chamber of Commerce, In addition, Dr. Lee is an executive
council member of The Hong Kong Institute of Directors,
a district secretary of Rotary International District 3450, a
chairman of Preserve Planet & Earth of Rotary International
District 3450, a director of China Council for the Promotion of

International Trade and council member of Innovation China.

Dr. Lee was awarded as “China Top 10 Financial and Intelligent
Persons” for the year 2008, “China Famous Professional”,
“China Enterprise Award for Innovative Corporate” and “China
Enterprise Award for Creative Businessmen” in the PRC. In Hong
Kong, Dr. Lee was awarded as “The World Outstanding Chinese
Award for the year 2006”, “Honorary Doctor for Business
Administration and Management” and “2009 Capital Leader of

Excellence”.

In 2013, Dr. Lee was appointed as the “Most Promising
Entrepreneurship Award” of ”Asia Pacific Entrepreneurship
Awards (APEA) by Enterprise Asia for recognising his business
profession and for his great entrepreneurship spirit in leading,
growing and contributing to his organisations, communities
and country. He was granted as the fellow member of the
Hong Kong Institute of Director (FHKIOD) by the Hong Kong
Director Institute since 1997. He was also appointed as the
standing committee member of the Chinese People’s Political
Consultative Conference Shenzhen District and director of HeBei
Chinese Overseas Friendship Association. In 2014, Asia Brand
Development Association recognised Nuovo Collection as a
“Famous Brand Hong Kong 2013".
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Mr. Wong Hing Keung, aged 58, the company secretary of the
Group. He joined the Group in April 2014. Mr. Wong is mainly
responsible for overseeing the Group’s corporate governance,
regulatory compliance and legal matters and advising on
corporate development, information disclosure and internal
control policies and procedures of the Group. Mr. Wong is
an associate member of the Hong Kong Institute of Certified
Public Accountants and a fellow member of the Association of
Chartered Certified Accountants. He obtained a master’s degree
in professional accounting from the Hong Kong Polytechnic
University in 2002. Mr. Wong has over 30 years of experience
in the areas of auditing, finance and accounting. He is also
experienced in the compliance duties of company listed on
the Stock Exchange. He is an authorised representative of the
Company under Rule 3.05 of the Listing Rules.

Ms. Chan Sing Doris, aged 45, is the vice president of the
Company. Ms. Chan joined the Group in November 1997. She
is responsible for sales and distribution of high-ended Chinese
liquor in Hong Kong market and maintaining close relationship
with the customers. Ms. Chan performed as manager of
administration and human resources of the Group previously,
and was proficient in the Group’s business operation. Ms. Chan
holds a postgraduate diploma in international management
in The International Institute of Management and obtained a
degree of Master of Business Administration in Bulacan State
University in Philippines.

Ms. Cheung Mei Sze, aged 47, was an executive director of
the Company from 6 March 2008 to 18 August 2017. She is the
head of finance of the Group and a director of a subsidiary of
the Company. Ms. Cheung joined the Group in September 2000
and is responsible for the financial and accounting affairs of the
Group. Prior to joining the Group, Ms. Cheung was an assistant
supervisor in Ting Ho Kwan & Chan, a CPA firm. Ms. Cheung
holds a Bachelor’s degree in Arts majoring in accountancy from
the Hong Kong Polytechnic University.
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Ms. Li Yuxi, aged 37, is the senior vice president of Silver Base
Trading Shenzhen. Ms. Li joined the Group in November 2012
to participate in market development and the exploration,
establishment, sales and marketing of all Internet-related
channels. She is responsible for the establishment and sales
of 020, B2C and B2B integrated business models, and also
the layout of various new channels of the Group in the PRC,
product planning, market operations, team building, sales
management, and other related matters. Ms. Li obtained a
Bachelor’s degree in International Economics and Trading from
Jianghan University (T} KE8).
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The directors (the “Directors”) of Silver Base Group Holdings
Limited (the “Company”) hereby present their report together
with the audited consolidated financial statements of the
Company and its subsidiaries (collectively, the “Group”) for the
year ended 31 March 2020 (the “Financial Year"”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its principal subsidiaries as at 31
March 2020 are set out in note 41 to the financial statements.
There were no significant changes in the nature of the Group’s
principal activities during the Financial Year.

RESULTS AND APPROPRIATION

The Group’s loss for the Financial Year and the Group’s financial
position at that date are set out in the financial statements on
pages 109 to 256.

No interim dividend was paid during the Financial Year.

To reserve the resources for the Group’s business development,
the board of Directors (the “Board”) did not recommend the

payment of a final dividend for the Financial Year.

ANNUAL GENERAL MEETING

The annual general meeting of the Company (“Annual General
Meeting”) will be held in Hong Kong on Friday, 21 August
2020. Notice of the Annual General Meeting will be issued
and despatched to the shareholders of the Company (the

“Shareholders”) together with this annual report.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 17 August 2020 to Friday, 21 August 2020, both dates
inclusive. During which period no transfer of share(s) will be
effected, for the purpose of determining Shareholders who are
entitled to attend and vote at the Annual General Meeting. In
order to qualify for attending and voting at the Annual General
Meeting, all transfers documents, accompanied by the relevant
share certificates, must be lodged with Computershare Hong
Kong Investor Services Limited, the Company’s Hong Kong
branch share registrar and transfer office, at Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong for registration not later than 4:30 p.m. (Hong Kong
time) on Friday, 14 August 2020.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of
the Group during the Financial Year are set out in note 13 to

the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company
during the Financial Year are set out in note 28 to the financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares of

the Company on a pro rata basis to the existing Shareholders.
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SHARE OPTION SCHEME

On 20 February 2009, the Shareholders approved and adopted a
share option scheme of the Company (the “2009 Share Option
Scheme”). The 2009 Share Option Scheme had expired on 19
February 2019. On 23 August 2019, the Shareholders 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
31 March 2020, the maximum number of shares which may be
issued upon exercise of all outstanding options granted under
the Share Option Scheme is 194,600,000 shares. Key terms of
the Share Option Scheme are summarised below:

(i)  The purpose of the Share Option Scheme is to provide
an incentive for the Qualified Participants (as defined
below) to work with commitment towards enhancing the
value of the Company and its shares for the benefit of
the Shareholders and to retain and attract persons whose
contributions are or may be beneficial to the growth and

development of the Group.

(i) Qualified Participants of the Share Option Scheme include
any employee, any executive and non-executive director
of the Company, its subsidiaries or entity in which the
Company or its subsidiaries holds any equity interest
("Invested Entity”) and any such other persons (including
but not limited to supplier, customer, consultant, adviser,
contractor, business partner or service provider of the

Company or its subsidiary or any Invested Entity) who in

the absolute discretion of the Board has contributed or will

contribute to the Group.

(iii) The maximum number of shares which may be issued
upon the exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and
any other share option schemes of the Company, must
not, in aggregate, exceed 30% of the total number of

shares in issue from time to time.
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(iv)

(vi)

(vii)

(viii)

(ix)
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Unless approved by the Shareholders in general meeting,
the total number of shares issued and to be issued upon
exercise of all options granted to any Qualified Participants
under the Share Option Scheme in the 12-month period
up to and including such further grant must not exceed

1% of the total number of shares in issue.

The Share Option Scheme shall be valid and effective for
a period of 10 years commencing on the date of adoption
of the Share Option Scheme, after which period no further
option shall be granted.

A non-refundable consideration of HK$1 is payable on
acceptance of the offer of grant of an option. An offer of
grant of an option may be accepted by an eligible person
within the date as specified in the offer letter issued by
the Company, being a date not later than 5 business days

from the date on which the offer is made.

An option may be exercised in accordance with the terms
of the Share Option Scheme any time during a period
(which may not expire later than 10 years from the date of

the grant to be notified by the Board at its sole discretion.

The subscription price must be at least the highest of
(1) the closing price of the shares as stated in The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
daily quotation sheet on the date of grant; (2) the average
of the closing price of the Company’ shares as stated in
the Stock Exchange’s daily quotation sheets for the five
trading days immediately preceding the date of grant; or

(3) the nominal value of the Company’s shares.

The Board is entitled at any time within the period of 10
years commencing on 23 August 2019 i.e. the date of
adoption, to offer the grant of an option to any Qualified
Participants in accordance with the terms of the Share

Option Scheme.
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(vii)

(viii)
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No. of shares  No. of shares  No. of shares

No. of shares

No. of shares

involved in  involvedin  involvedin  involvedin involved in
Exercise price options options options options options
per share  Options held granted exercised lapsed cancelled held as at
under the as at during during the during the during the 31 March
Grantees Exercisable period share options 1 April 2019 the year year year year 2020
R-B=%f%
ZB=t-8
RZZ-nE RERREZ REATEZ REAXNZ REREHE: FAEZBRE
SRERE ME-B EREFSR BREFSR BREFASR BREFSR fyR2
RRA gid ZORE KHE<ERE  <RHER <RHEE  ZROHE  ZROEE RH#A
HKS
BT
Directors:
EZ.
Yan Jun (Note 3) 5 May 2018 to 4 May 2024 0.50 20,000,000 - - (20,000,000) - -
Bk (it3) “Z-\£LAREE
ZZ-MERAMA
Chen Xiaoxu 22 Apr 2016 to 21 Apr 2021 0.73 1,500,000 - - - - 1,500,000
e ZE-AFMAZTZRE
ZEC-EMAZT-H
Wu Jie Si 22 Apr 2016 to 21 Apr 2021 073 1,500,000 - - - - 1,500,000
HER T ERAZTZAHE
ZBZ-£@AZ+-H
Chen Sing Hung Johnny 22 Apr 2016 to 21 Apr 2021 073 750,000 - - (750,000) - -
(Note 2)
RE% (Wi2) ZT-NERAZFZAE
ZBZ-E@AZt-H
Hung Sui Kwan 22 Apr 2016 to 21 Apr 2021 073 1,500,000 - - - - 1,500,000
Hin s ZZ-NEMAZTZHE
ZEZ-FMAZT—H
Ma Lishan 22 Apr 2016 to 21 Apr 2021 0.73 750,000 - - - - 750,000
Bl ZZ-EMAZtZAZE
ZEC-FMAZT-H
Lee Kwok Keung Edward 22 Apr2016 to 21 Apr 2021 0.73 750,000 - - - - 750,000
ZER% Z2-AFWAZTZRE
“E--fEA-1-H
Substantial Shareholder
of the Company:
ERIEERE:
Luo Li (Note 1) 22 Apr 2016 to 21 Apr 2021 073 1,050,000 - - - - 1,050,000
B i) Z5-AFEAZTZRE
ZB--£@AZt-H
28 Sep 2017 to 27 Sep 2022 0.64 1,000,000 - - - - 1,000,000
ZE-tFNAZTNRE
ZBIZEARZTEA
“TE-ZEER BRESEBEZRAERADF
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No. of shares

No. of shares

No. of shares  No. of shares  No. of shares

involvedin involvedin involved in involvedin involved in
Exercise price options options options options options
per share  Options held granted exercised lapsed cancelled held as at
under the as at during during the during the during the 31 March
Grantees Exercisable period share options 1 April 2019 the year year year year 2020
R-2-%%
ZA=1-H
RZZ-nE REREREZ REATEZ REAXMZ REREE: BEZBERE
SRIERE ME-B HEREFSR BREFSR BREFSR BREFIR ¥R
ERA fi:d ZORE KHE<EBRE  <BRHER ZRHEE  ZROHE  ZRBEE Re %A
HKS
B
Others:
-
Other employees of the 22 Apr 2016 to 21 Apr 2021 0.73 124,500,000 - (750,000) - 123,750,000
Group
AEEEMES ZE-AFNAZTZRE
“E--F@A-t-A
28 Sep 2017 to 27 Sep 2022 0.64 53,500,000 - (4,700,000) - 48,800,000
ZE-tENAAZTNRE
“ECCEAACTLA
6Jul 2018 to 5 Jul 2023 0.52 14,000,000 - - - 14,000,000
ZE-\EtARRE
“Z-=%tAAA
186,550,000
Total 220,800,000 - (26,200,000 - 194,600,000
@it
Notes: B
(1) Asat 31 March 2020, Yinji Investments Limited held 726,756,750 (1) MZZEZZFTF=RA=+—H"Yinji

3)

Shares representing approximately 32.16% of the issued share
capital of the Company. The entire issued share capital of Yinji
Investments Limited is directly wholly owned by Grand Base
Holdings Limited, a company incorporated in the British Virgin
Islands and indirectly wholly 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. Mr. Liang Guoxing is the
chairman, an executive Director, chief executive officer and a
substantial shareholder of the Company.

Mr. Chen Sing Hung Johnny retired as non-executive Director on
25 September 2019.

Mr. Yan Jun resigned as executive Director and the chief executive
officer on 31 December 2019.

Further details of the Share Option Scheme are set out in Note

29 to the financial statements.
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BB #1749 fAGrand Base Holdings
Limited (— 7 22 4 B U B¥ B s B 52
ZAREEZERE  TH—(E2ER
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AR B B A - R B B 5T A ) BE B 2R A
Tt URREEEENLZEREZRE)
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EZEHE

RESERVES AND DISTRIBUTABLE RESERVES

As at 31 March 2020, the Company has no reserves available
for distribution to the Shareholders in accordance with the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands (2019: HK$225.1 million).

SUMMARY FINANCIAL INFORMATION

A summary of the results and assets and liabilities of the Group
for the past five financial years, as extracted from the audited
consolidated financial statements and restated/reclassified
as appropriate, is set out on page 3 in this annual report.
The summary does not form part of the audited financial
statements.

FINANCIAL KEY PERFORMANCE INDICATOR

The Group regards both the current ratio and the gearing ratio

are important indicators of its financial health.

Current Ratio

The current ratio is the balance of current assets at the end of
the financial year divided by the balance of current liabilities at
the end of the Financial Year. As at 31 March 2020, the current
ratio was 1.2 (2019: 1.5) which means the Group is able to
meet the creditors’ demands.

Gearing Ratio

Gearing ratio is net debt divided by the total capital plus
net debt. Net debt includes interest-bearing bank and other
borrowings, trade payables, bills payable, other payables and
accruals, lease liabilities, bond payables and an amount due
to a director less cash and cash equivalents. Total capital
represents equity attributable to the ordinary equity holders
of the Company. As at 31 March 2020, the gearing ratio
was approximately 61.5% (2019: 73.4%). From a long-term
perspective, the management is committed to maintain an
optimal and stable gearing ratio, in order to achieve maximum
capital efficiency.

FEERAIHDIK#E
RIE-ZEF=ZA=+—H AQaIE
BERASBEENARE(—NLAN—FES
SRR - 4R E RIEE]) B22E A H DK
TREZEEBE(ZZE-NF 2251888
TT) °

MBERME

AEEBEREMBFEENEEREER
BENHEE (BROEERANMBRE
WREE BT EHH ) BREFRE
3E o W BEY THAEERYBRRY

— 13 -

MBERARERS
AEER G E MBS E B E B
RETBENEERE -

B &
RBLEREVBFEFERORBEE
ERRUFBFEFAEBNRDAEES
MEH RZEZFTF=A=+—H &
BLERBI2(ZE—NF:1.5) HEK
EAEEEMRREREANE R -

1E Rt &

BRI ERBAEBFERUEERINE
BEE - ERFRRETERITREM
BE ENESRE BENER- - EME
NRERESEE HERE  EHES
MENEEFENEHN  BASEkAEE
BEYE - RERNERAAR L RE=EE
ANEEREZ R TEF=-fA=+—
B8R EHNEEI5% (ZF—NF:
73.4%) REME EBRERN#H#FZ
EMBEMERLE  LEBERMNER

>t
W e
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S 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 Financial Year.

CHARITABLE CONTRIBUTIONS

During the Financial Year, the Group made charitable
contributions amounting to HK$86,000 (2019: HK$56,000).

I

BE -LHEHIEBEAARZ L
2
ERRMARRBHAZZT - N\FEA
Z+RNREBERZE-NFNANLBZAE -
RZE-NFWOA-+<B KAEER
BRABEEEE(REE]  B—BBILFE=
F)ET —IEmE (TWEHmED - Bt
BREEBBRERAZEHEMAEEEEHER
EWEERARRENBAREBEITRMN
251%  BREZ=HARE18,000,000
TOAP #% LA B8 1T 5 % 12,000,000 X {& A% 15
ZIREZL o

3
1

A > ARARAEERTAERGETFE D
Z BB 2 HBEXLSE - FTHESR
BHRERLKRERZ - Bt R=F—A
FNAANA > REEBEANEEFT LK LT
AR IE B o Bk - RTH070 TR
BATEEREBMETEBE T AR
Bk e RARRA - AU 5 & S A
REZHBERREEHEEEEEATH

ye-
B EXRBES - AR AREARIER

ABERHREENBE  HEREEA
RAZ EMES -

ZEB
BEFEENRN - ANEEEHS6,000/8 LA
ZEH(ZZT— 5 : 56,0008 7T) °
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EZEHE

BOARD OF DIRECTORS

The Directors who held office during the Financial Year and up

to the date of this report are as follows:

Executive Directors

Mr. Liang Guoxing (Chairman and Chief Executive Officer)
(appointed as the chief executive officer on 1 January 2020)

Ms. Chen Xiaoxu (Chief Financial Officer)

Mr. Yan Jun (resigned as an executive Director and

the chief executive officer on 31 December 2019)

Non-executive Directors

Mr. Wu Jie 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

In accordance with Article 84 of the Company’s articles of
association, Mr. Liang Guoxing and Mr. Wu Jie Si shall retire by
rotation at the forthcoming Annual General Meeting and, being

eligible, offer themselves for re-election.

Details of their re-election recommendation are disclosed under
the section headed “Appointment and Re-election of Directors”

of the following Corporate Governance Report.

DIRECTORS" AND SENIOR MANAGEMENT'S
PROFILES
The profiles of the Directors and senior management of the

Group are set out on pages 28 to 36 of this annual report.

Bxg
REBFEAREEARERPAIENE
EEEWNT :

HITES

REBES L (FERTHAE) (R =F=
FE—A-HEZERTERH)

BREEIE L £ (AR KAL)

BEAER-_F-—NF+-_A=1+—H
BEPTTEFERTHARE)

FEMITESE

REBEE

PR [ 56 2 £
(RZF—NFNAZ+HHRE)

BN ERTES
SR 5
Bz
FERIE

REBEARAFEIZMAF41% - REESLAE
EREBELEANEERRBFAS L
BRI REGERLBEBEEREL-

EREMNEBERFRET —MIEEE
AREIFIREREEES] AR
J’%‘g o

EENAEESAERENBEEFBIN
KERE28E36H ©
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DIRECTORS' SERVICE CONTRACTS

Each of the Directors has a service contract with the

Company for a fixed term of three years with the following

commencement dates:

Name of Directors

Exgs

ESNRBEN
SEFMERADTNTIREAL - AU
TESMKABEEFH=F

Commencement Date

FAta B

Mr. Liang Guoxing (Note 1)
R E A (K aET)

Ms. Chen Xiaoxu (Note 2)
PREE B 22+ (KT it2)

Mr. Wu Jie Si (Note 3)
REREE (KHiE3)

Mr. Hung Sui Kwan (Note 4)
i i 5 & (B 4)

Mr. Ma Lishan (Note 5)
B\l (B7aE5)

Dr. Lee Kwok Keung Edward (Note 6)
TE&E = (K i6)

None of the Directors proposed for re-election at the

forthcoming Annual General Meeting has a service contract

with the Company which is not determinable by the Company

within one year without payment of compensation, other than

statutory compensation.

12 September 2019
ZE-NFNAATZH

14 July 2017
—E—tFEA+EA

6 March 2020
—E-FF=AKH

6 March 2020
—EZTF=HXH

6 March 2020
—E-FF=AKH

24 June 2017
—F—tFAA-TMA

BREERRRAFAS LEENEEME
BARNAFIBEARRRNMERE CAERE
BN RIT AT R —F R IR IRIE S 4
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EZEHE

Notes:

e The previous service contract of Mr. Liang expired on 11
September 2019 and a new service contract was entered into
between the Company and Mr. Liang for a term of three (3) years
commencing from 12 September 2019.

2. Ms. Chen was appointed by the Board as executive Director on 14
July 2017 and a three (3) years service contract was signed on the
same date.

3. The previous service contract of Mr. Wu expired on 5 March

2020 and a new service contract was entered into between the
Company and Mr. Wu for a term of three (3) years commencing
from 6 March 2020.

4. The previous service contract of Mr. Hung expired on 5 March
2020 and a new service contract was entered into between the
Company and Mr. Hung for a term of three (3) years commencing
from 6 March 2020.

5. The previous service contract of Mr. Ma expired on 5 March
2020 and a new service contract was entered into between the
Company and Mr. Ma for a term of three (3) years commencing
from 6 March 2020.

6. The previous service contract of Dr. Lee expired on 23 June
2017 and a new service contract was entered into between the
Company and Dr. Lee for a term of three (3) years commencing
from 24 June 2017.

DIRECTORS" REMUNERATION

The remuneration of the Directors is recommended by the
remuneration committee of the Company and is decided by the
Board, as authorised by the Shareholders at the annual general
meeting, having regard to the Group’s results, Directors’ duties,
responsibilities and performance, and the prevailing market
conditions.

REEMNHIRBAVNER ZZE—-LEFN
At—REm MARFEREEDET
YH-CZE-AFAAT-HRBRE=
CVFRFRIBE L

REITMN Tt FLA+THAEES
BRERNTES  RE=Q)FNRB
ARERR AR -

REENIRBEANER -2 -_TF=
ARBRER MARREREEETL
H-Z-_ZF=ARNBRBRB=3)F
BT RIS A 4

HEENIRBAVNER T -_TF=
ARBRE® MARRERLEBTL
H-Z-_ZF=ZANBRBRIB=3)F
BT RIS A 4

SEENAMBRBAVNER T -_TF=
AERER MARGEEEELET L
H-Z-_ZF=ZARNBRBRI=3)F
BT RIS A 4

EELHARESHER T —LEF X
BZ+=HE® MAARHEFELE
AV —+tFNA-THBARAKA
H=Q)VFMHMARIEE 4 ©

EEME

RERBFRE LRSRRNEE EF
MeEm A AFMEZESHEBRAES
BRE - USEAEENEE BEFHOH
% BENKR  AREROTRMEE

B o
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DIRECTORS" AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 March 2020, 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 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, were

as follows:

(i)  Shares of the Company

Number or
attributable
number of
shares held or

EERESTHRAENRKRND
MER G REZER

RZE_TF=ZA=+—H EZRAD
ﬂaE—‘E/ ERA B R B 5 E AT R AR B
E(ERRESFRAEGRN(TEALARAE
1%1§|JJ)%XVDB)E’\JH§1 - B REH
PR R ROAR MAN)REE %&H i%
1'm1§ﬂ%xv*l3%7&8“a‘ AHEARR

TR (BEREE %&Hﬂiﬂlﬂﬁma_%ﬁm
WEEIRBEANER AR ¢ 3(ii)
BIEFS R EGRIE352GBE LN Z
M FT it = s 8 sRGinAR & £ i A8 BI BT &k £
ERETAEME AR A RBRFTWT

77

I]
u [1]

iy ARARKMD

Approximate
percentage or
attributable
percentage of
shareholding of

Name of Director short positions Position Nature of interests the Company
RAED AR #E
P 5 2k PR 48 R 17 BRAEA LS
EEnR EEEY §-8 4= BB EanE EBEED L
Liang Guoxing 277,290,000 (Note 1) Long Interest in controlled 12.27%
corporation
2H 277,290,000 (#1:#1) HE RREEE 2 s
726,756,750 (Note 2) Long Founder and 32.16%
beneficial object of
a discretionary trust
726,756,750 (f1:#2) e PREFTZEMA
PEEEIN
2,050,000 (Note 3) Long Family interest 0.09%
2,050,000 (f773) e BN o
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Share Options

Name of Directors

EZEHE

(i) B

Underlying shares
pursuant to the
share options as
at 31 March 2020

Approximate
percentage or
attributable
percentage of
shareholding of
the Company

R=ZF=-%F
=Z=A=+—H RADBRAE
BRERSYRZ BB
BEEnE HE RGO EE BBt
Chen Xiaoxu (Note 4) 1,500,000 0.06%
BREESB (M1 7t4)
Wu Jie Si (Note 4) 1,500,000 0.06%
NEER (W at4)
Hung Sui Kwan (Note 4) 1,500,000 0.06%
I i (B it4)
Ma Lishan (Note 4) 750,000 0.03%
B (#fat4)
Lee Kwok Keung Edward (Note 4) 750,000 0.03%

FEIR (K iE4)

=

3
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EZEHE

Notes:

(1) 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, the chairman and the chief executive officer of
the Company.

(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 31 March 2020, 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.

(1) ZER A1 HKeen Pearl Limited (— R &
BHERIESEMRLZARDEE - M
H2He B8TRANARQANNITE
B EFEHRITHAHNREELEEES -

(2)  ZERMAYinji Investments Limited$F
A ° Yinji Investments LimitedZ 2ZE
247 AN i Grand Base Holdings Limited
(—HREBHERRESHAMK LA
AEBEREE  WH—(EA2EETHERE
B ZEAZEZEARREE L E R
B B 5 A O BC 4B AR Rl 20 DA R R B R
FENARREZE/E - ELERET
ARAFA B LMEZBEERZIZEA W
WRANZERND R A ER -

B3 UEBEKREREARFBEREFIT
BTREMEEENEBEMNLL ZBR
T -

4) UEBEKREREAQFBEREFIT
RYES2BEMRE-

BENXFIFEEEN RZE_EF= A
=1+ —H #BEFEFLARARSTHA
BERARNGREEBEZE(EEREBEHFR
BB MBI EXVER) AR - HEAR MK E
FHBAEXER ARG ETMAERIAR T
ARIEBH M AEEPIEXVEET RSN
HEME AR B (BRIEREES
RAEIEEA LR T E SR BB K
B IORE)  R(NRIEFE F K HE G
352 B E LR RZ IR P il B B2 M ¢ 3k(iii)
RIE EMRAIFTEAZETRIZEMEARR
B B AP o
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SUBSTANTIAL SHAREHOLDER" INTERESTS IN
SHARES AND UNDERLYING SHARES

So far as is known to the Directors and the chief executive of
the Company, as at 31 March 2020, 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:

Number or attributable
number of shares

FERERBRORBBERDZ
fh\,
BRABFTE R=
THIAL (FEE
EX AR A EEITE Aﬁjﬂ$ Gllio)is
M BRERG PR IR AE B IRIEE
FH REAEEBIEXVEBZE2 K37 & B M
RATRRBREE  EmIOAR - A
Eﬁ%$@ﬂmﬁ§%&%EﬁW%B6
FFEEzELMONERIRE - XKER
ﬂﬁ@ﬂ&%ﬂ%Z%m%m#

Approximate
percentage or
attributable
percentage of
shareholding of

Name of shareholders held or short positions Position Nature of interests the Company
R E R #E
P 5 K B 4 B 43 BAERED T
BREREE BERKXRHE ¥ EEME REET DL
Keen Pearl Limited 277,290,000 (Note 1) Long Beneficial Owner 12.27%
Keen Pearl Limited 277,290,000 (#7:£1) e EREAA
Yinji Investments Limited 726,756,750 (Note 2) Long Beneficial Owner 32.16%
Yinji Investments Limited 726,756,750 (A1it2) a5} EmBEAA
Grand Base Holdings Limited 726,756,750 (Note 2) Long Interest in controlled 32.16%
corporation
Grand Base Holdings Limited 726,756,750 (#15t2) /55) RRELFE 2 H#EE
HSBC International 726,756,750 (Note 2) Long Trustee of 32.16%
Trustee Limited discretionary trust
ELBEREFEERAA 726,756,750 (f1i#2) e SREETIXEA
Luo Li 728,806,750 (Notes 2 & 3) Long Beneficial object of a 32.24%
discretionary trust,
beneficial owner
ZH 728,806,750 (#i72}%3) e PEETEZXEA

EREAA
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EEERE

Approximate
percentage or
attributable

Number or attributable
percentage of

number of shares shareholding of
Name of shareholders held or short positions Position Nature of interests the Company
RAED AR #E
ESEARSD BOAEREI L
RREH BERKXRYE rE BEME FEEEIL
Liang Gia Li Melody 726,756,750 (Note 2) Long Beneficial object of a 32.16%
discretionary trust
RERE 726,756,750 (#1it2) HE PRERZEEA
Liu Yang ("Ms. Liu") 365,612,000 (Note 4) Long Interest in controlled 16.18%
corporation
R ([8%t]) 365,612,000 (#17#4) e NREEE
Atlantis Capital Holdings Limited 365,612,000 (Note 5) Long Interest in controlled 16.18%
("Atlantis Capital”) corporation
AREAERBRAA 365,612,000 (#/##5) HE NRREE 2 s
([BEREX])
Riverwood Umbrella Fund on 162,847,000 (Note 6) Long Beneficial Owner 7.17%

behalf Riverwood Fortune Fund
("Riverwood Umbrella Fund”)

Riverwood Umbrella Fund 162,847,000 (#7726) 59} ERBEAA
& Riverwood Fortune Fund
(Riverwood Umbrella Fund J)
Easy Fame Investment (HK) Limited 846,213,750 (Note 7) Long Interest in controlled 37.41%
corporation
IBER%E (BiE) BRAA 846,213,750 (#13#7) e RRIEE 2
Fully Chance Group Development 846,213,750 (Note 7) Long Interest in controlled 37.41%
Limited corporation
Fully Chance Group Development 846,213,750 (/#fi#7) e REEEE 2
Limited
Guandong Finance Limited 846,213,750 (Note 7) Long Interest in controlled 37.41%
corporation
BREEARAA 846,213,750 (#1:#7) e NREEE
Lin Ho Man 846,213,750 (Note 7) Long Interest in controlled 37.41%
corporation
EEX 846,213,750 (#1:#7) HE RREEE 2 %
UBS Group AG 168,106,341 (Note 8) Long Interest in controlled 7.44%
corporation
UBS Group AG 168,106,341 (#77£8) e NREEE
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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, the Chairman and the chief executive officer 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. 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.

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

Pursuant to the disclosure of interests notice filed by Ms. Liu on 3
January 2020, among others, Atlantis Capital, Atlantis Investment
(Ireland) Limited (”Atlantis Ireland”) and Atlantis Investment
Management Limited (“Atlantis Investment”) (collectively the "“LY
Companies”) were disclosed as having interest in 365,612,000
Shares, 60,001,000 Shares, 365,612,000 Shares respectively and
the LY Companies were indirectly/directly wholly-owned by Ms.
Liu. Therefore, Ms. Liu is deemed to be interested in the Shares.

Pursuant to the disclosure of interests notice filed by Atlantis
Capital on 3 January 2020, among others, Atlantis Ireland
and Atlantis Investment were disclosed as having interest in
60,001,000 Shares and 365,612,000 Shares respectively and
Atlantis Ireland and Atlantis Investment were directly wholly-
owned by Atlantis Capital. Therefore, Atlantis Capital is deemed
to be interested in the Shares.

Pursuant to the disclosure of interests notice filed by Riverwood
Umbrella Fund on 16 January 2020, Riverwood Umbrella Fund is a
Cayman Islands incorporated company and is the beneficial owner
of 162,847,000 Shares.
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7. 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.

8. Based on the disclosure of interests notice filed by UBS Group AG
on 20 August 2019, it is deemed to be interested in 1,541,341
Shares through USB AG. UBS Group AG has security interest in
168,106,341 Shares.

Save as disclosed above, as at 31 March 2020, 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.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed under the section headed “Continuing
Connected Transactions”, no other transactions, arrangements
or contracts of significance, to which the Company or any of its
subsidiaries was a party, and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of
the Financial Year or at any time during the Financial Year.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS

Save as disclosed under the section headed “Continuing
Connected Transactions”, there was no contract of significance
between the Company or its subsidiaries, and a controlling
Shareholder or any of its subsidiaries at the end of the Financial
Year or at any time during the Financial Year. Furthermore,
there was no contract of significance for the provision of
services to the Company or any of its subsidiaries by a
controlling Shareholder or any of its subsidiaries at the end of
the Financial Year or at any time during the Financial Year.
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DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section headed “Share Option Scheme”
of this report, at no time during the Financial Year had the
Company or any of its subsidiaries, holding companies entered
into any arrangement which enables the existing Directors or
chief executives to have the right to acquire benefits by means
of acquisition of Shares in, or debentures of, the Company or

any other legal entities.

RETIREMENT BENEFITS SCHEMES

Other than operating a Hong Kong Mandatory Provident Fund
Scheme and participating the state managed retirement benefit
“PRC"), the

Group has not operated any other retirement benefits schemes

scheme in the People’s Republic of China (the

for the Group’s employees.

DIRECTORS" INTERESTS IN A COMPETING
BUSINESS

During the Financial Year and up to the date of this report, no
Directors are considered to have interests in a business which
competes or is likely to compete, either directly or indirectly,
with the businesses of the Group, as defined in the Listing

Rules.

MAJOR CUSTOMERS AND SUPPLIERS

During the Financial Year, sales to the Group’s five largest
customers and purchases from the five largest suppliers
accounted for around 75.3% and 96.9% of the total sales
and total purchases for the year, respectively. The Group’'s
largest customer and supplier accounted for around 30.1% and
49.4% of the total sales and total purchases for the Financial
Year, respectively. The purchases excluded inventory buy-back

portion.
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During the Financial Year, none of the Directors or any of
their close associates or any Shareholders which, to the
best knowledge of the Directors, own more than 5% of the
Company’s issued share capital, had any interest in the Group’s

five largest customers and suppliers.

RELATED PARTY TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS
Details on related party transactions for the year are set out
in note 35 to the consolidated financial statements. Details
of any related party transaction which constitute continuing
connected transaction under Rule 14A of the Listing Rules are
disclosed below. The Company has complied with the applicable
requirements in accordance with Chapter 14A of the Listing

Rules in respect of such transactions.

Continuing Connected Transactions

The Group entered into a number of continuing connected
transactions with the following core connected persons/
connected persons (as defined in the Listing Rules) during the

Financial Year, namely:

(1)  Silver Base (Holdings) Limited (“SBH"), a company wholly-
owned by Mr. Liang Guoxing (being also the controlling
shareholder, the chairman, the chief executive officer and

an executive Director of the Company);

(2) Guizhou Yaxi Cellar Liquors Distribution Co., Ltd. (Z/M
BEZERIHEFR AT ("Guizhou Yaxi Distribution”), a
company owned as to 20% by Mr. Liang Guofeng and
80% by Mr. Liang Guoming, both of whom are cousins of
Mr. Liang Guoxing;

(3) Zhuhai Doumen Xinging lJianlong High New Technology
Industry Bonded Warehouse Limited (BK/EMLFIFRE
ERHAAREZRMEBRAT) (“Zhuhai Jianlong”), a
company owned as to 56% by Ms. Su Yeqging. Ms. Su is

the sister-in-law of Mr. Liang Guoxing;
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Shenzhen Yinshenggu Asset Management Company
Limited (RIIMEAEEELFRAF) ("OPCO"), a
company owned as to 90% and 10% by Mr. Liang
Guosheng (“Mr. GS Liang”) and Ms. Liang Chunyin (”Ms.
Liang”) (together the “PRC Equity Owners”) respectively.
Mr. GS Liang is a director of the several subsidiaries of the
Group and a brother of Mr. Liang Guoxing. Ms. Liang is a
director of a subsidiary of the Group and a cousin of Mr.
Liang Guoxing; and

The PRC Equity Owners.

During the Financial Year, the Group entered into the following

continuing connected transactions:

(a)

On 14 February 2017, Silver Base International
Development Co. Limited (“SB International”) (as the
tenant) and SBH (as the landlord) entered into an
agreement for the continuation and renewal of the
tenancy agreement which then would expire on 31 March
2017 (the "Renewal Tenancy Agreement”) for a term of
three years commencing from 1 April 2017 to 31 March
2020 at a monthly rent (exclusive of management fee,
rates, and all other outgoings) payable in advance on the
first day of each calendar month in cash as follows:

(i)  the first twelve months of the lease period of the

Renewed Tenancy Agreement: HK$700,000;

(i) the second twelve months of the lease period of the
Renewed Tenancy Agreement: HK$750,000; and

(iii)  the third twelve months of the lease period of the
Renewed Tenancy Agreement: HK$800,000.
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Details of the Renewed Tenancy Agreement were stated in
the Company’s announcement dated 14 February 2017.

During the Financial Year, the Group paid rent to SBH
amounted to HK$9,600,000 (with the annual cap set at
HK$9,600,000 for the same period).

On 14 February 2017, Silver Base Trading and
Development (Shenzhen) Co., Limited (SREZ 5 ERE (F
JI1) BBRAF]) (“Silver Base Trading Shenzhen") entered
into the conditional distribution agreement with Guizhou
Yaxi Distribution in relation to the purchase and supply of
the baijiu (FJH) Yaxi (B8/E) series with 52 degree alcohol
content for a term of three years commencing from 1
April 2017 to 31 March 2020 (the “2017 Distribution
Agreement”).

During the Financial Year, the total procurement from
Guizhou Yaxi Distribution by Silver Base Trading Shenzhen
amounted to RMB3,383,525 (with the annual cap set at
RMB250,000,000 for the same period).

Details of the terms and conditions of the 2017
Distribution Agreement can be referred to the
announcement and circular of the Company dated 14
February 2017 and 22 March 2017 respectively.

Save as disclosed above, there is no other continuing
connected transaction, which require disclosure in the
annual report in accordance with the Listing Rules.
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The Board (including all independent non-executive
Directors of the Company) confirmed that the transaction
amounts of the following continuing connected
transactions were below the de minimis threshold
under Chapter 14A.76 of the Listing Rules. Pursuant to
which, transactions are fully exempt from shareholders’
approval, annual review and all disclosure requirements
under Chapter 14A.74 of the Listing Rules, if all the
percentage ratios (other than the profits ratio) are: (a)
less than 0.1%; (b) less than 1% and the transaction is a
connected transaction only because it involves connected
person(s) at the subsidiary level; or (c) less than 5% and
the total consideration (or in the case of any financial
assistance, the total value of the financial assistance
plus any monetary advantage to the connected person
or commonly held entity) is less than HK$3,000,000. For
providing additional information purpose, it is reported
that:

On 1 April 2017, each of SB International and Silver
Base Wine & Spirit Limited (“SB W&S"”), both of them
are 100% indirect wholly-owned subsidiaries of the
Company, renewed the framework agreement with
Zhuhai Jianlong, Pursuant to which, Zhuhai Jianlong will
provide warehousing, logistics and related services to SB
International and SB W&S. During the Financial Year, the
Group paid service fee amounted RMB360,606 to Zhuhai
Jianlong.

On 17 January 2018, the Group adopted the VIE Structure
by entered into the VIE Agreements (Details of the VIE
Agreements can be referred to the announcement and
circular of the Company dated 17 January 2018 and 5
February 2018 respectively.) among Shenzhen Silver Base
Wine Kingdom Sales Management Company Limited (&3l
IRERESTIHHEESIEBRAF]) (the "WFOE"), an indirect
wholly-owned subsidiary of the Company, the OPCO and
the PRC Equity Owners in order to allow the Group to
provide profitable internet information service to third-
party vendors in the PRC on the business-to-business
cloud platform operated by the Group. Through the VIE
Agreements, the WFOE will have effect control over the
finance and operation of the OPCO and will enjoy the
entire economic interests and benefits generated by the
OPCO.
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During the Financial Year, the WFOE provided consulting
services, among others, management and business
strategy, market research and marketing strategies and
technical support for online platform operation, to the
OPCO. The service fees were paid to the WFOE by the
OPCO, which are equal to 100% of the total before-
income-tax profits of the OPCO after deducting the
necessary costs, expenses taxes and other statutory

contribution and retention as required by the PRC Laws.

Details of the terms and conditions of the VIE Agreements
can be referred to the announcement and circular of the
Company dated 17 January 2018 and 5 February 2018

respectively.

A waiver was granted by the Stock Exchange exempting
the Company from (i) fixing the term of the VIE
Agreements for a period of not exceeding three years
pursuant to Rule 14A.52 of the Listing Rules, and (ii)
setting a maximum aggregate annual cap pursuant to Rule
14A.53 of the Listing Rules for the services fees payable
by the OPCO to the WFOE and the amount of loans to
be made available by the WFOE to the OPCO and the
PRC Equity Owners under the relevant VIE Agreements,
subject to the conditions as set out more particularly in the

circular of the Company dated 5 February 2018.

In addition, interest-free loans were provided by the WFOE
to the PRC Equity Owners for the purpose of financing the
operation of the OPCO.
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The independent non-executive Directors have reviewed the
above continuing connected transactions and confirmed
that the above transactions have been entered into (i) in the
ordinary and usual course of business of the Company; (ii)
on normal commercial terms; and (iii) in accordance with the
relevant agreements governing them during the validity of the
agreement periods on terms that are fair and reasonable and in

the interests of the Company and the Shareholders as a whole.

The Board, including all the independent non-executive
Directors have further confirmed that:

The actual paid amounts of continuing connected transactions
entered into between the Group and its core connected persons
which are subject to annual caps have not exceeded their

respective annual caps.

The auditors of the Company have reviewed the
abovementioned continuing connected transactions set out in
(a) pursuant to rule 14A.56 of the Listing Rules and advised the
Board in writing (with a copy provided to the Stock Exchange)
that in respect of the transactions set out in (a), nothing has
come to their attention that causes them to believe that (i)
the transactions have not been approved by the Board; (ii) the
transactions were not, in all material aspects, in accordance with
the pricing policies of the Group; (iii) the transactions were not
entered into, in all material respects, in accordance with the
relevant agreements governing the transactions; and (iv) the
actual amount paid for the transactions in accordance with the
relevant agreements did exceeded the annual cap as set by the

Company.
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ENVIRONMENT POLICIES AND PERFORMANCE

The subject of sustainability has gone far beyond a slogan to
use. It is an important issue to our customers, shareholders,
government and the general public.

Our environmental strategy is, in order to reduce the pressure
on our environment, to achieve a balance between the quality
and efficiency of our services on one hand, and greenhouse
gas emissions on the other hand. Having branches, offices and
warehouses located in various provinces in the PRC, the Group
is able to deliver our products from our warehouses to our
clients in a timely manner yet reducing amount of greenhouse

gas emitted arising from the delivery of our products.

As a member of the globe, the Group is committed to reduce
its carbon footprint and consumption of natural resources in all

possible aspects.

Details of the environment policies and performance of the
Group are reported in the environmental, social and governance
report published separately on the websites of the Hong Kong
Exchange and the Company.

COMPLIANCE WITH LAWS AND REGULATIONS
During the Financial Year, the Group had complied with the

relevant laws and regulations that have a significant impact
on the Group, inter alias, Food Safety Law of the PRC (FREEA
REMBERLZEE) and Measures for the Administration of
Alcohol Circulation (GEZERBEIRIE), as well as major local
employment regulations at all locations of operations in the
PRC.
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Internally, to bring the operations in line with the Group’s
organisation’s commitment to the highest possible standards
of probity and accountability, a number of policies have been
adopted and shared among our staff. These include the whistle-
blowing policy, gifts and entertainment policy and guideline on
Prevention of Bribery Ordinance (Chapter 201 of the Laws of
Hong Kong).

RELATIONSHIPS WITH EMPLOYEES

The employees of the Group are the one of most important
assets and stakeholders of the Group and their contribution and
support are cherished at all time.

The Group regularly reviews compensation and benefit policies
according to industry benchmark, financial results as well as
the individual performance of employees so as to offer fair
and competitive compensation packages to the employees.
Other fringe benefits including insurance, medical benefits
and mandatory provident fund are provided to retain loyal
employees with the aim to form a team of professional staff and

management to fulfill the development needs of the Group.

The Group places great emphasis on the training and
development of employees and regards excellent employees
as its core competitiveness. With a view to further enhancing
their job skills and industry knowledge, the Group has offered
various training programs to its management staff and other
employees. The Group implemented these programs not only to
enhance the quality of its staff, but also to give best chances for
development of their personal career.
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RELATIONSHIPS WITH SUPPLIERS AND
CUSTOMERS

Our Directors believe that maintaining good relationships with
customers and suppliers has been one of the critical success

factors of the Group.

We have maintained long-termed relationship with our major
suppliers. Among them, Wuliangye Yibin Co., Ltd., one of the
principal suppliers of premium baijiu products to our Group,
have had nearly a decade’s business relationship with our

Group.

With the mission to providing the finest wine and liquor
products to consumers, the Group is constantly screening,
sourcing and introducing products that can fulfill the needs
of the consumers, as well as the stringent requirements of the
Group. The Group works closely with our existing suppliers
who are also the producers of the products that the Group is
selling, to develop new products that can create new demands
from both the potential and the existing customers. The Group
believes that it is an essential means to increase the sales of the

Group and also the sales of our suppliers.

It is the responsibility of the Group to supplying genuine and
safe products to our customers. Our products are primarily
sourced from producers that have complied with rigorous
product testing procedures, regulations and standards of the
countries in which they are produced. There was no reported

case of product safety recall during the Financial Year.

In order to establish new and maintain relationships with our
customers, during the Financial Year, we continued to carry out
various advertising and marketing campaigns with the aim of
promoting and attracting potential sub-distributors.
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As mentioned in the chairman’s statement of this annual
report, the Group established partnerships with various PRC
e-commerce companies during the Financial Year with business
terms that are both in the interest of the Group and those
companies. The Group believes that the mutually beneficial
business terms are important to create a win-win situation to
both sides and to foster a long termed and reliable relationship

with our customers.

PRINCIPAL RISKS AND UNCERTAINTIES

The Board is responsible for monitoring the business risk and
formulating plans to mitigate potential risks and uncertainties
that materially affect the business of the Group. The following
principal risks and uncertainties may occur individually or
simultaneously. There may be additional risk unknown and other
risks which the Group currently believes to be immaterial, but
turn out to be material. If the management team identifies any
other risk to be material, the management team will report such
risk to the Board and consider to implement a mitigation plan
when appropriate.

Risk Nature
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We rely on the supply of products
from Wuliangye Yibin Co., Ltd. and its
subsidiaries (the “Wuliangye Group”).
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Since Wuliangye Group is the largest supplier of the Group,
the business and results of operations of the Group reply
on, among other things, the continued and constant supply
of the products from Wuliangye Group and the continued
appointment of the Group as the exclusive distributor of
certain products by Wuliangye Group.
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Nature

HE

Regulatory decisions and changes in
the legal and regulatory environment
in the countries in which we operate
could materially and adversely affect our

business activities

B LEHAERRNEERE AL
BMEERENECAERMNEE LY
EEERTNEZE -

We cannot control the quality of the

products we distribute

BFEEESAEHERNEER

Bond principal to be renewed/settled

within 12 months

T EANEEE HELEEFAS

We operate in a highly regulated industry environment.
Our business is subject to extensive regulatory requirements
regarding production, distribution, marketing, advertising
and labeling in various countries into which we distribute
our products. Regulatory decisions or changes in the legal
environments in these areas may have material and adverse
impacts to our business.
BAEXISERENTRERRRETLE - HFINEBRETR
PEHERN TRBERPEZOEERTE T REE - £
MiHEH BENREDE LASBNEERTIERRE
WELAHRMNEREEERATNTE -

As a distributor, we cannot control the quality of the products
we distribute. Any contaminant in those raw materials or
defects in the distillation or fermentation processes could
lead to inferior quality and/or illness among or injury to our
consumers and may result in reduced sales of the affected
brand(s) or all of our brand(s).
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Within 12 months from the dated of this annual report,
the total principal amount of corporate bonds renewable/
repayable is HK$464,100,000.

The Company obtained the consent of some bondholders
to extend the respective maturity dates of bonds amounted
HK$98,100,000 for two years before the date of this
annual report. The Company will continue to negotiate with
the other major bondholders for maturity date extension
arrangements.
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CORPORATE GOVERNANCE

Save as disclosed in the Corporate Governance Report on pages
69 to 97, the Company has complied with the code provisions
of the Corporate Governance Code set out in Appendix 14 to

the Listing Rules throughout the Financial Year.

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its own code of conduct for dealing
in securities of the Company by the Directors. The Company,
having made specific enquiries to all Directors, has ensured that
all Directors have confirmed their compliance with the required
standard of dealings as set out in the Model Code during the

Financial Year.

The Company has received written annual confirmations of
independence from each of the independent non-executive
Directors pursuant to the requirements of the Listing Rules. The
Company considers the independent non-executive Directors to
be independent of the management of the Company and are
free from any relationship that could materially interfere with
the exercise of their independent judgments for the Financial

Year.

EVENTS AFTER THE REPORTING PERIOD

Other than the matters outlined elsewhere in this report,
there have been no matters that have occurred subsequent to
the reporting date which have significantly affected, or may
significantly affect the Group’s operations, results or state of

affairs.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company has maintained the prescribed public float pursuant to
the Listing Rules as at the date of this report.
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AUDIT COMMITTEE

The audit committee of the Company had reviewed the Group’s
annual results for the Financial Year and provided advice and
comments thereon.

AUDITOR

The consolidated financial statements for the Financial Year
were audited by SHINEWING (HK) CPA Limited who will retire at
the conclusion of the forthcoming annual general meeting and,

being eligible, will offer themselves for re-appointment.

On behalf of the Board

Liang Guoxing

Chairman and Chief Executive Officer
Hong Kong

22 June 2020
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INTRODUCTION
Silver Base Group Holdings Limited (the “Company”,

together with its subsidiaries, the “Group”) is committed
to high standards of corporate governance and business
ethics. The board (the “Board”) of directors (the “Directors”)
of the Company believes that good corporate governance
and business ethics are essential for achieving sustainable
development, building investors’ confidence and protecting
and enhancing interests of the shareholders of the Company
(the “Shareholders”).

In pursuit of good and high standards of corporate
governance, the Board reviews the corporate governance
principles and practices of the Company from time to time
in order to meet the rising expectations of the Shareholders
and to comply with the increasing stringent regulatory
requirements, and to fulfill its commitment to excellence in

corporate governance.

CORPORATE GOVERNANCE PRACTICES

Save as disclosed below, the Company has applied the
principles and complied with the code provisions (“"Code
Provisions”) in the Corporate Governance Code (the
“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 year ended 31 March 2020 (the “Financial

Year"”).

Under Code Provision A.2.1, the roles of chairman and chief
executive should be separate and should not be performed

by the same individual.
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Mr. Liang Guoxing currently serves as the chairman and
the chief executive officer (appointed as the chief executive
officer on 1 January 2020) of the Company. The Board
believes that such arrangement is in the best interest of
the Company and the Shareholders as a whole since Mr.
Liang Guoxing has substantial experience in sales of Chinese
liquor in the PRC market and can strengthen the Group’
sales and marketing capabilities. Notwithstanding the above,
the Board meets regularly to consider matters relating to
business operations of the Group. The Board is of the view
that this arrangement will not impair the balance of power
and authority of the Board and the executive management
of the Company. The effectiveness of corporate planning
and implementation of corporate strategies and decisions

will not be affected.

BOARD OF DIRECTORS

The Board is in charge of providing effective and responsible
leadership for the Group. The Directors, individually and
collectively, must act in good faith, with due diligence
and care, and in the best interests of the Group and the
Shareholders. The Board sets the Group’s overall objectives
and strategies, monitors and evaluates its operating and
financial performance and reviews the corporate governance
standard of the Group. It also decides on matters such
as annual and interim results, connected and notifiable
transactions, Directors’ appointments or re-appointments,
and dividend and accounting policies. The Board delegates

the day-to-day operations of the Group to the management.
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The Board meets regularly at least four times a year at
approximately quarterly intervals and holds additional
meetings as and when the Board thinks fit. All Directors
have the opportunity to include matters in the agenda for
Board meetings. At least 14-days formal notice would be
given before each regular meeting and reasonable notices
are given for all other ad hoc meetings, via the company
secretary of the Company (the “Company Secretary”), to
the Directors and the Board procedures are in compliance
with the relevant rules and regulations. Directors may
participate either in person or through electronic means of

communication.

All minutes of Board meetings and meetings of Board
Committees (as defined hereinafter) are kept by the
Company Secretary and are available for inspection by any

Director at any reasonable time on reasonable notice.

The Company Secretary is striving to update all Directors
on the latest development of the Listing Rules and other
applicable regulatory requirements to ensure compliance and

maintain good corporate governance practice.

Each newly appointed Director is offered training on key
areas of business operations of the Group. They are offered
training materials that set out the duties and responsibilities
of Directors under the Listing Rules, related ordinances
and relevant regulatory requirements of Hong Kong. The
Company also provides professional development and
training courses to the Directors as well as the Company
Secretary to continually update their relevant skills and

knowledge.
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The Board members have no financial, business, family or
other relationships with each other. Each of the independent
non-executive Directors has confirmed in writing his
independence with regard to the independence criteria
set out in Rule 3.13 of the Listing Rules and as at the date
of this report, the Company still considers them to be

independent.

SUPPLY OF AND ACCESS TO INFORMATION

The Company has adopted the practice to provide relevant
materials to all Directors relating to the matters brought
before the meetings at least three days before the meetings

to ensure that they are given sufficient review time.

The Company Secretary and the chief financial officer of the
Company, who is also an executive Director, attended all the
Board meetings and Board Committee meetings to advise on
corporate governance, statutory compliance and accounting

and financial matters, as appropriate.

All the Directors will be provided with sufficient resources
to discharge their duties, and, upon reasonable request,
the Directors will be able to seek independent professional
advice in appropriate circumstances, at the Company’s
expenses. A procedure for the Directors to seek independent

professional advice was established in January 2010.

BOARD COMPOSITION
The Board currently has six Directors: two executive
Directors, one non-executive Director and three independent

non-executive Directors.

The biographies of the Directors are set out on pages 28 to

34 of this annual report.
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BOARD DIVERSITY POLICY

The Company recognises the benefits of board diversity and
endeavours to ensure that the Board has the appropriate
balance and level of skills, experience and perspectives

required to support the execution of its business strategies.

The Board has revised and adopted a board diversity policy
("Board Diversity Policy”) on 15 February 2019 which sets
out its approach to achieve and maintain diversity on the
Board in order to enhance the effectiveness of the Board.
Pursuant to the Board Diversity Policy, the Company would
consider a range of diversity perspectives, including but
not limited to the Directors’ gender, age, cultural and
educational background and professional experience in the
industry as preferential factors, taking into account the
Company’s own business model and special features of the

industry.

The Board has set measurable objectives to implement the
Board Diversity Policy and review such objectives from time
to time to ensure their appropriateness and ascertain the
progress made towards achieving those objectives. The
nomination committee of the Company will review the Board
Diversity Policy from time to time to ensure its continued

effectiveness.
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DELEGATION BY THE BOARD

The Board has delegated various responsibilities to certain
Board committees including the audit committee (the
“Audit Committee”), the compliance committee (the
“Compliance Committee”), the nomination committee (the
“Nomination Committee”) and the remuneration committee
(the “Remuneration Committee”) (collectively, the “Board

Committees”) of the Company.
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BOARD COMMITTEES

The responsibilities and activities of each of the Board
Committees during the Financial Year are as follows. The
written terms of reference of the Board Committees are
in line with the respective Code Provisions (if any) and
are available on the Company’s website and the Stock

Exchange’s website.
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Audit Committee

The Audit Committee is responsible for making
recommendations to the Board on the appointment, re-
appointment and removal of the external auditor and has
the authority to raise questions regarding the resignation or
dismissal of the auditor, reviewing of the Group’s financial
information and overseeing the Group’s financial reporting
systems, internal control procedures and risk management
frameworks. It is also responsible for reviewing the interim
and final results of the Group prior to recommending them

to the Board for approval.

The Audit Committee currently comprises three independent
non-executive Directors including Mr. Hung Sui Kwan,
who is a qualified accountant with extensive experience in
financial reporting and controls, Mr. Ma Lishan and Dr. Lee
Kwok Keung Edward. Mr. Hung Sui Kwan is the chairman of

the Audit Committee.

The work performed by the Audit Committee for the

Financial Year, among others, is summarised below:

(@) reviewed with the external auditor the annual results
and audited consolidated financial statements of the
Group for the Financial Year and the interim results
of the Group for the six months ended 30 September
2019 together with senior management’s response to
the accounting issues and major findings in the course

of audit/review;

(b) reviewed the adequacy of resources, staff qualifications
and experience, training programmes and budget
of the Group’s accounting and financial reporting

function;
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() reviewed the continuing connected transactions
entered into by the Group to ensure that the
transactions had been conducted on normal
commercial terms in the ordinary and usual course
of the business of the Group and that the terms and
annual caps are fair and reasonable and in the interest

of the Group and the Shareholders as a whole;

(d) reviewed with the senior management the accounting
principles and practices adopted by the Group and
discussed the auditing, risk management and internal
controls and financial reporting matters of the Group;

and

(e) reviewed the audit fees proposal and terms of
engagement of the external auditor of the Group for

the Financial Year.

At the date of this annual report, the Audit Committee
reviewed the scope, quality and effectiveness of the Group’s
risk management and internal control systems and reported

the conclusions of the review to the Board.

During the Financial Year, the Board has not taken any
view that is different from that of the Audit Committee
nor rejected any recommendation proposed by the Audit

Committee.

The Audit Committee has reviewed the audited results of the
Group for the Financial Year with the management and the
Company’s external auditor and recommended its adoption
by the Board.
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Compliance Committee

The Compliance Committee is responsible for oversight of
the Company's compliance with the legal and regulatory
requirements of its business operations, including but not
limited to the Listing Rules, as well as compliance with
its code of conduct and/or business ethics policies and
prevailing corporate governance practices and standards.
The Compliance Committee has reviewed the confirmation
given by Mr. Liang Guoxing and Yinji Investments Limited
of their compliance with the deed of non-competition
undertaking as disclosed in the prospectus of the Company
dated 30 March 2009.

The Compliance Committee currently comprises three
independent non-executive Directors including Mr. Hung
Sui Kwan, Mr. Ma Lishan and Dr. Lee Kwok Keung Edward
and one executive Director, Ms. Chen Xiaoxu. Mr. Hung Sui

Kwan is the chairman of the Compliance Committee.

During the Financial Year, among others, the Compliance

Committee reviewed the following:

(@) the compliance reports prepared by the Risk
Management and Internal Control Department of the
Group (the “"RM&IC" Department”) together with the

senior management and make comments thereon;

(b)  the improvement measures taken by the management

to enhance the compliance procedures;

() the Company’s policies and practices on corporate

governance and make recommendations to the Board;

(d) the training and continuous professional development

records reported by the Directors;
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() the Company’'s compliance with the Code and
disclosure in the announcements/report of interim
and annual results of the Company and the Corporate

Governance Report; and

(f)  the annual confirmation from Mr. Liang Guoxing
and Yinji Investments Limited. Details of the annual
confirmation are set out in the paragraphs headed

“Non-competition Undertaking” on page 89.

Remuneration Committee

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy
and structure for remuneration of Directors and senior
management of the Company and on the establishment
of a formal and transparent procedures for developing

remuneration policy.

The Remuneration Committee currently comprises three
independent non-executive Directors including Mr. Hung
Sui Kwan, Mr. Ma Lishan, Dr. Lee Kwok Keung Edward, and
two executive Directors including Mr. Liang Guoxing and
Ms. Chen Xiaoxu. Mr. Hung Sui Kwan is the chairman of the

Remuneration Committee.

In determining emoluments payable to the Directors,
the Remuneration Committee considers factors such as
salaries paid by comparable companies, the commitment
and responsibilities of the Directors and desirability of

performance-based remuneration.

During the Financial Year, the Remuneration Committee
reviewed the remuneration package of an executive Director,
non-executive Director and two independent non-executive

Directors and made recommendations to the Board.
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Nomination Committee

The Nomination Committee has a majority of independent
non-executive Directors. Currently, the Nomination
Committee comprises three independent non-executive
Directors including Mr. Hung Sui Kwan, Mr. Ma Lishan, Dr.
Lee Kwok Keung Edward and one executive Director, Mr.
Liang Guoxing. Mr. Hung Sui Kwan is the Chairman of the

Nomination Committee.

The function of the Nomination Committee is to make
recommendations to the Board on appointments of the
Directors, so as to ensure that all nominations are fair and

transparent.

The primary duties of the Nomination Committee include but

are not limited to the following:

(@) to review the structure, size and composition (including
the skills, knowledge and experience) of the Board
at least annually and make recommendations to the
Board on any proposed changes to complement the

Company's corporate strategies;

(b) to identify individuals suitably qualified to become
Board members and select or make recommendations
to the Board on the selection of individuals nominated

for directorships;

() to assess the independence of independent non-

executive Directors;

(d) to make recommendations to the Board on the
appointments or re-appointments of Directors and
succession planning for Directors, in particular the

chairman and the chief executive officer;
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to monitor the implementation of the Board Diversity
Policy and review such policy from time to time, to
ensure the effectiveness of the Board Diversity Policy;

and

to do any such things to enable the Nomination
Committee to discharge its powers and functions

conferred on it by the Board.

The work performed by the Nomination Committee for the

Financial Year, is set out below:

(a)

assessed the independence of independent non-

executive Directors;

reviewed the structure, size and composition (including
the skills, knowledge and experience) of the Board and
made recommendations to the Board on any proposed
changes to complement the Company’s corporate

strategies; and

recommended (i) the re-election of Mr. Liang Guoxing
as executive Director; and (ii) the re-election of Mr. Wu

Jie Si as non-executive Director.
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Nomination Policy RABEK
The Board adopted a nomination policy on 15 February EEERN T - NF_A+HARERMN—ER

2019. Details of the policy are as following: BB

1. Objectives 1.

The Nomination Committee makes recommendations
to the Board on the appointment and re-appointment

of Directors, and succession planning for Directors.

2. Summary of Selection Criteria 2.

When making recommendations regarding the
appointment of any proposed candidate to the Board
or re-appointment of any existing member(s) of the
Board, the Nomination Committee shall consider a
variety of factors including without limitation the
following in assessing the suitability of the proposed

candidate:

(a) Reputation for integrity;

(b)  Accomplishment, experience and reputation in

the relevant industry and other relevant sectors;

()  Commitment in respect of sufficient time, interest

and attention to the Company’s business;

(d) Diversity in all aspects, including but not
limited to gender, age, cultural and educational
background, experience (professional or

otherwise), skills and knowledge;

(e) The ability to assist and support management and
make significant contributions to the Company’s

success;
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(f)  Compliance with the criteria of independence
as prescribed under Rule 3.13 of the Rules
Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited for the
appointment of an independent non-executive

Director; and

(g) Any other relevant factors as may be determined
by the Committee or the Board from time to

time.

Dividend Policy

This dividend policy sets forth the Company’s approach
when considering the payment of dividends and to
allow shareholders of the Company to participate in the
Company’s profits whilst retaining adequate reserves for the

future growth of the Group.

The Company may consider the declaring and paying
dividends to the shareholders of the Company provided
that the Group records profits and that the declaration and
payment of dividends does not affect the normal operations

of the Group.

In deciding whether to propose a dividend and in
determining the dividend amount, the Board shall take into
account, inter alia:

i the general financial condition of the Group;

ii.  capital and debt level of the Group;

iii. future cash requirements and availability for business

operations, business strategies and future development

needs;
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iv. any restrictions on payment of dividends that may be

imposed by the Group's lenders;

V. the general market conditions; and

vi. any other factors that the Board deems appropriate.

The payment of the dividend by the Company is also
subject to any restrictions under the Companies Law of the
Cayman Islands and any other applicable laws, rule and
regulations and the Articles of Association of the Company.
The dividend policy of the Company will be reviewed by
the Board from time to time and there can be no assurance
that a dividend will be proposed or declared in any specific

periods.

Corporate governance functions of the Board

The Board is responsible for performing the corporate
governance functions of the Company. The Board has
reviewed this corporate governance functions and to ensure

compliance with the Listing Rules.
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The attendance of each Director for the Board meetings and TRV SEENTRFEZESTETZR
the Board Committee meetings held during the Financial EEeRECEZNHFEBNR

Year, is set out in the following table:

Meetings Attended/Eligible to Attend

BHEEHE/ AERLEZEE
Audit  Remuneration Nomination Compliance  Annual General

Directors Board Committee Committee Committee Committee Meeting
Ez Ezg ENZEE HHzEg R#ZE8 ARZBE  RREEFAS
Executive Directors ez
Mr. Liang Guoxing (Chairman ~ REIRE 4 (ZER/THEH

and Chief Executive Officer (R-F-F5-f-A

(appointed as the chief BERETRER))

executive officer on 1 January

2020) 16/16 N/A i 012 23 NA A ER 1"
Ms. Chen Xiaoxu REMLL (EYEEE

(Chief Financial Officer) 15/16 NA TR 2 NA T ER 20 1
Mr. Yan Jun (resigned as an BRAE(F-F-1EF

executive Director and the TZAZ+—HEE

chief executive Officer on 31 HATEER/7R%)

December 2019) 1116 N/A R EF N/A AR N/A NER N/A NER 0
Non-Executive Directors F4ES
Mr. Wu e Si HERLE 15/16 N/A T N/A i A /A T A N/A TR n
Mr. Chen Sing Hung Johnny BRELE(R=F-1F

(retired on 25 September AAZFZAEE)

2019) b Vot /1 6 NA &R NA P ER NA M ER NA NER "
Independent Non-Executive ~ BIFHTES

Directors
Mr. Hung Sui Kwan RhRBEE 16/16 44 n 33 M 10
Mr. Ma Lishan BulksE 15/16 44 0 313 n n
Dr, Lee Kok Keung Edward S B4fET 15/16 4 0 33 n "
Note: attended all board meetings before his retirement Mt BHERENNEZHBEZS SR
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CONTINUOUS PROFESSIONAL DEVELOPMENT

Through continuous professional development, the Directors
are kept informed on a periodic basis of major changes that
may affect the Group’s businesses, including relevant rules

and regulations.

All the Directors are encouraged to participate in continuous
professional development and the latest development to
refresh their knowledge and skills for discharging their duties
and responsibilities as Directors of the Company. Directors
are requested to provide the Company with their respective
training record pursuant to Code Provision A.6.5. According
to the records maintained by the Company, during the
year under review, the Directors participated in continuous
professional development by (i) attending external seminars,
training courses, conferences and programs; or (ii) reading
relevant materials and updates, relating to corporate
governance practices, directors’ duties, Listing Rules,
relevant laws and regulations, and business development of

the baijiu industry.
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The individual training record of each Director received for

the Financial Year is summarised below:

Name of Directors

ZABAFFIEC 8 -

TXBIEARA KB EEETRMBFE

Type of continuous professional development
BESERRER

attending internal
briefings and external
seminars, training courses,

conferences and programs

reading relevant

materials and updates

SEABERER
HREBHROHITE MEREERRK

B BIRE  EBRRE BEHE
Executive Directors HTES
Liang Guoxing REE — v
Chen Xiaoxu =) v v
Yan Jun (resigned on 31 December ~ & (R=ZF—NF

2019) TZH=+—HEHT) — v
Non-executive Directors kHTES
Wu Jie Si HES v v
Chen Sing Hung Johnny (retired on ~ BREEE (R =F— N &F

25 September 2019) NAZ+HHARF) v v
Independent Non-executive BYFHTES

Directors
Hung Sui Kwan Ht i 40 v v
Ma Lishan oAl v/ v/
Lee Kwok Keung Edward ENSE v v

DIRECTORS'S AND OFFICER'S INSURANCE

The Company has arranged appropriate insurance cover in

respect of potential legal actions against its Directors and

officers.

EENSRAERR
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

A Director may be appointed either by the Shareholders in a
general meeting or by the Board upon the recommendation
from the Nomination Committee. The Nomination
Committee will take into consideration criteria such
as expertise, experience, integrity and commitment in
appointment of new Directors. All candidates must also
meet the standards as set forth in Rules 3.08 and 3.09 of
the Listing Rules. A candidate who is to be appointed as
independent non-executive Director should also meet the
independence criteria set out in Rule 3.13 of the Listing
Rules.

Save as disclosed under the paragraph headed “Board
Composition” in this report, during the Financial Year, the
Company has complied with Rules 3.10(1), 3.10(2) and
3.10A of the Listing Rules regarding the appointment of a
sufficient number of independent non-executive Directors
and at least one of the independent non-executive Directors
must have appropriate professional qualifications or

accounting or related financial management expertise.

All Directors, including the non-executive Directors, are
appointed for a fixed term of three years. They are subject to
retirement by rotation and re-election at the annual general
meeting of the Company. New Directors appointed by the
Board to fill a casual vacancy during any year are required to
retire and submit themselves for election at the first general
meeting immediately following their appointments. Further,
at each annual general meeting, one-third of the Directors
for the time being, (or, if their number is not a multiple of
three, then the number nearest to but not less than one-
third) are required to retire from office by rotation and every
Director shall be subject to retirement at an annual general

meeting at least once every three years.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Particulars of the Directors’ remuneration for the Financial
Year are set out in note 8 to the consolidated financial

statements.

Pursuant to code provision B.1.5 of the Code, the annual
remuneration of the members of the senior management
(other than the Directors) for the Financial Year by band is

set out below:

Remuneration band (in HK$)
Me&EE (BT

i%&mn """}EEE@@H%

EENTBRFENNESFBEHN A MR
FMFES o

RAZ ST RIEY ST AR XX EB. 1506 - SAREIRE
RE (BEERIIN NI BFENFEHSIRE
BT

Number of individuals

AB

500,000 to 1,000,000
1,000,001 to 1,500,000

500,000% 1,000,000
1,000,001% 1,500,000

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 Directors’ securities transactions.
Having made specific enquiries, all Directors confirmed that
they have complied with the standards set out in the Model

Code during the Financial Year.

The Company has adopted written guidelines, “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 inside information of the Company.
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NON-COMPETITION UNDERTAKING

The Company has been confirmed by Mr. Liang Guoxing and
Yinji Investments Limited that (i) each of them has complied
with the undertaking contained in the deed of non-
competition undertaking dated 25 March 2009 executed
by them in favour of the Group; and (ii) each of them and/
or their respective associates is not offered or becomes
aware of any new project or business opportunity directly or
indirectly to engage or becomes interested in any business
carried on by any member of the Group from time to time
or in which any member of the Group is engaged or has

invested or is otherwise involved in.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges its responsibilities for evaluating
and determining the nature and extent of the risks that the
Group is willing to take in achieving its strategic objectives.
The Board supervises the management of the Company
to establish and maintain appropriate and effective risk
management and internal control systems of the Group. The
systems, among others, include risk management process to
identify, evaluate and manage significant risks and to resolve

material internal control defects, if any.

The Board is also responsible for reviewing and monitoring
the effectiveness of the systems on an ongoing basis. The
Audit Committee assists the Board in fulfilling its oversight
and corporate governance roles in the Group’s financial,
operational, compliance, risk management and internal
controls, and the resourcing of the finance and internal audit

functions.
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The Group has employed its own risk management and
internal control staff who are responsible to the Audit
Committee, to perform regular and systematic reviews of
the Group’s risk management and internal control systems.
The reviews provide reasonable assurance that the internal
control system continues to operate satisfactorily and
effectively within the Group and internally. Internal control
staff prepare reports on a regular basis to review and assess
risks and discuss solutions with the management of the
Company to address material internal control defects, if any,
including any improvement relevant to a given year. Results
of such reports and discussions are organized with ratings
of each risk and written response plans. The reports are
presented to the Audit Committee and the Board for their

review.

Appropriate policies and controls have been designed and
established to ensure that assets are safeguarded against
improper use or disposal, relevant rules and regulations
are adhered to and complied with, reliable financial and
accounting records are maintained in accordance with
relevant accounting standards and regulatory reporting
requirements, and key risks that may impact on the Group’s
performance are appropriately identified and managed. The
systems and internal controls can only provide reasonable,
but not absolute, assurance against material misstatement or
loss, as they are designed to manage, rather than eliminate

the risk of failure to achieve business objectives.

The management is responsible for supervising enterprise
risk management works and reviewing significant aspects
of risk management of the Group. The operating units of
the Group, as risk bearers, identify, evaluate, mitigate and
monitor their own risks, and report such risk management
activities to the RM&IC Department during the period in
which the Group prepares its interim reports and annual
reports. The RM&IC Department assesses and discuss
with the management of the Company at each regularly

scheduled meeting.
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The RM&IC Department of the Group reports to the Audit
Committee or the Board at each regular meeting of the
Audit Committee or Board, the results of their works during
the preceding period pertaining to the adequacy and
effectiveness of internal controls, including but not limited
to, identifying any failures in implementing any internal
control systems or material weaknesses in those systems (if

any).

The Board has reviewed the risk management and internal
control systems and the effectiveness of such systems for
the Financial Year and considers such systems are effective
and adequate, also confirmed by the management of Group
to the Board. The Board further considers that (i) there was
no material issue relating to the internal controls, including
financial, operational and compliance controls and risk
management functions of the Group; and (ii) there were
adequate resources, staff with appropriate qualifications,

experience and trainings.

For the procedures relating to the handling and publishing
of inside information, the management of the Group
is responsible for assessing the potential impact of any
significant urgent situations on the share price of the
Company and its transaction volume, and reports to
the Board so that the Board determines whether such
information is considered as inside information and to
disclose as soon as practicable in accordance with applicable
rules and regulations. The Board considers that there are
adequate and effective compliance procedures and controls

in this area.
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DIRECTORS" AND EXTERNAL AUDITORS’
RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Directors are responsible for overseeing the preparation
of financial statements of each financial period, which give
a true and fair view of the financial position of the Group
and of the financial performance and cash flows for that
period. In preparing the financial statements of the Group
for the Financial Year, the Directors have selected suitable
accounting policies and have applied them consistently,
adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards which
are pertinent to its operations and relevant to the financial
statements, made judgments and estimates that are prudent
and reasonable, and have prepared the accounts on the

going concern basis.

The Directors acknowledge their responsibility for preparing
the financial statements for the Financial Year which were
prepared in accordance with statutory requirements and

applicable accounting standards.

The reporting responsibility of the external auditor of the
Group on the financial statements of the Group are set out

on pages 98 to 108 of this annual report.

The Directors have confirmed that the Company has the
ability to continue as a going concern. Your attention is also
drawn to note 2.1 to the consolidated financial statements

on pages 118 to 120 of this annual report.
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EXTERNAL AUDITOR'S REMUNERATION

SHINEWING (HK) CPA Limited has been appointed as the
external auditor of the Company by the Shareholders at the
2019 AGM. During the Financial Year, the fees paid/payable
to SHINEWING (HK) CPA Limited in respect of audit and non-

audit services provided to the Group were as follows:

SIS A% BUAD 2 B &

EAEM (BB BHBEEHARD TR
—NERFBFAE LERFETARD
A2 INERBE - RIBFE - B A%E

PRI B R A SE R R B T A R A
F AR (ER) GHMERHAARAAN
BRAMT -

For the year ended
31 March 2019

For the year ended
31 March 2020

QE— g ¢ @:I:— = j‘LE

=H=+-—H =RA=+—H

IEEE HFE

HKS$ HK$

Type of services RBESR BT BT
Audit services Z SR 7% 2,080,000 2,400,000
Non-audit services FEZERTS 850,000 980,000
Total #et 2,930,000 3,380,000

The non-audit services include interim review fee and tax

consultation fee.

COMPANY SECRETARY

The Company Secretary reports to the Chairman and is
responsible for advising the Board on corporate governance
matters. During the Financial Year, the Company Secretary
has complied with the professional training requirements
under the Code.

INVESTOR RELATIONS

The Company endeavours to maintain a high level of
transparency in communication with the Shareholders
and investors in general. The various formal channels via
which the Company communicates with its Shareholders
include interim and annual reports, information on the
Stock Exchange’s and the Company’s websites, and general

meetings.
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The Company holds press and analysts conferences from
time to time at which the executive Directors and senior
management of the Group are available to answer questions
regarding the performance of the Group. The Company also
arranged analysts’ briefings and road shows after its annual

and interim results announcements.

SHAREHOLDERS" RIGHTS

The Company recognises its responsibility to look after the

interests of the Shareholders.

A written Shareholders Communication Policy approved by

the Board is available on the Company’s website.

All notice of general meetings despatched by the Company
to the Shareholders have been sent in the case of annual
general meeting at least 20 clear business days before the
meeting and in the case of extraordinary general meetings
(an "EGM") at least 10 clear business days before such
meetings. Shareholders are encouraged by the Company to
attend the Company’s general meetings where the chairman
of the Board, the Directors including the chairman of the
audit committee and the external auditor are available to
answer questions. Separate resolutions are proposed at the

general meetings on each substantially separate issue.

The Company is aware of its obligations under the Listing
Rules in relation to the disclosure of inside information
and has established procedures to ensure that all
communications with the public, including the investment
community and the media, are fair, and that material non-

public information is not disseminated on a selection basis.
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Shareholder(s) holding not less than one-tenth of the paid
up capital of the Company carrying the right of voting at
general meetings of the Company can deposit a written
requisition to convene an EGM at the head office of the
Company in Hong Kong at the address stated on page 6
of this annual report for the attention of the Company
Secretary. The same procedure also applies to any proposal

to be tabled at general meetings for adoption.

The written requisition must state the objects of the meeting
together with proposals to be put forward at such meeting,
signed by the Shareholder(s) concerned and may consist of
several documents in like form, each signed by one or more

of those Shareholders.

The requisition will be verified with the Company’s share
registrars and upon their confirmation that the requisition
is proper and in order, the company secretary will ask
the Board of the Company to convene an EGM after the
deposit of such requisition by serving sufficient notice
in accordance with the statutory requirements to all the
registered Shareholders. Such EGM shall be held within
two months after the deposit of such requisition. On the
contrary, if the requisition has been verified as not in order,
the Shareholder(s) concerned will be advised of this outcome

and accordingly, an EGM will not be convened as requested.

If within twenty-one days of the deposit of a requisition
which is proper and in order, the Board fails to proceed to
convene an EGM, the requisitionist(s) may convene an EGM,
and all reasonable expenses incurred by the requisitionist(s)
as a result of the failure of the Board to convene the EGM

shall be reimbursed to the requisitionist(s) by the Company.
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The procedures by which enquiries may be put to
the Board

The enquiries must be in writing with contact information
of the Shareholder(s) and deposited at the head office of
the Company in Hong Kong at the address stated on page
6 of this annual report for the attention of the Company

Secretary.

The procedures for a Shareholder to propose a

person for election as a director of the Company
A Shareholder may propose a person for election as a
director of the Company at the general meeting of the
Company by lodging the following documents at the head
office of the Company in Hong Kong at the address stated
on page 6 of this annual report for the attention of the

Company Secretary:

1. a notice in writing of the intention to propose that
person for election as a director of the Company in

which the following information should be included:

(a) the biographical details of that person as required
by Rule 13.51(2) of the Listing Rules; and

(b) the contact details of the proposing Shareholder

and that person.

2. a notice in writing by that person of his willingness to

be elected as a director of the Company.
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Such notice shall be lodged at least seven clear days
before the date of the general meeting and the period for
lodgement of such notices shall commence no earlier than
the day after the despatch of the notice of the general
meeting appointed for such election and end no later than
seven days prior to the date of such general meeting. If the
notice is received less than fourteen clear days and ten clear
business days prior to the date of such general meeting, the
Company will need to consider the adjournment of such
general meeting in order to give the Shareholders sufficient

notice of the proposal.

The Company did not make any changes to its constitutional

document during the Financial Year.
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SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

fidbo
Shi ne‘ZO[ng

TO THE SHAREHOLDERS OF
SILVER BASE GROUP HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Silver Base Group Holdings Limited (the “Company”) and
its subsidiaries (hereinafter collectively referred to as the
“Group”) set out on pages 109 to 256, which comprise
the consolidated statement of financial position as at 31
March 2020, and the consolidated statement of profit or
loss, consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting

policies.

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

Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs"”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report.
We are independent of the Group in accordance with
the HKICPA’s Code of Ethics for Professional Accountants
(the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to note 2.1 to the consolidated financial
statements which indicates that the Group incurred a
consolidated loss before tax of HK$170,060,000 for the year
ended 31 March 2020 and, as of that date, the Group's total
bond payables and bank and other borrowings amounted to
approximately HK$812,353,000, of which HK$602,405,000
are due for repayment within the next twelve months
after 31 March 2020. 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 consolidated financial
statements. 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 opinion

is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period.
These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and
in forming our opinion thereon, and we do not provide a

separate opinion on these matters.
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KEY AUDIT MATTERS (continued)

Refer to note 17 to the consolidated financial statements

and the accounting policies on page 152.
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Key audit matter

HREELER

How our audit addressed the key audit matter

ESNERNTEEFARERSE

Assessment of inventory provision

TFER AL

As at 31 March 2020, inventories of the Group
amounted to approximately HK$356 million which
represented 23.7% of the Group’s total current
assets and 19.3% of the Group's total assets. A
provision for inventories is made by the Group
based on the current market conditions, historical
experience of selling similar products and estimated
net realisable value of inventories. The impairment
assessment of inventories involved significant
management’s estimates and judgements.
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Our audit procedures were designed to assess
management estimation and judgements on the
assessment of net realisable value of inventories
and identification of obsolete items based on their
subsequent usage, selling prices and current market
conditions. We selected samples of inventories and
checked their net realisable value with reference
to their actual and market selling price to assess
whether the inventories are measured at the lower
of the cost and net realisable value. We discussed
with management on any inventories with potential
obsolescence. We also attended physical inventory
counts to identify obsolete items for further
impairment review.
EEZBEREFEENMABTAFENERF
EXYREHEREER HEBRUARERHRER
PRERR 2 EREMMAE EFBLFEK
V2EZRBEFENERTISEEMRE LR #RF
B M hEFERERKARA 2 FENBE
EHE - EEHEEENREMNAEEREREN
e EENMEHEFERMTEUBANRERBE
#— FRERE

SILVER BASE GROUP HOLDINGS LIMITED Annual Report 2020




INDEPENDENT AUDITOR'S REPORT
BYZBEMEE

AR EXSEE (E)
B MU BRERME18RE 14251498
FI#L 2 BB -

KEY AUDIT MATTERS (continued)

Refer to note 18 to the consolidated financial statements

and the accounting policies on pages 142 to 149.

Key audit matter

HREERER

How our audit addressed the key audit matter

EENBERNTEERRERSEE

Impairment assessment of trade and bills receivables

JEY B 5 508 K SN R IR 1Y B (B P Ay

The Group's trade and bills receivables amounted
to HK$93 million representing approximately 6.2%
of the Group’s total current assets as at 31 March
2020.
EEECERKESIREREREERIBAEET
HER BEEBR-_T_TF=A=+—HZ&R
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We have identified the determination of expected
credit loss (“ECL”) of trade receivables as a key
audit matter because the estimation of ECL is based
on a significant degree of management judgement
and estimation and may be subject to management
bias.
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The assessment are dependent upon management’s
judgement in making assumptions and selecting
inputs to the ECL calculation based on the Group's
historical credit loss experience and forward-looking
information at the end of the reporting period such
as creditworthiness of material debtors, ageing
of trade receivables, repayment history, past due
status and economic condition.
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Our procedures were designed to review
the management’s judgement and estimates
used in assessment process and challenge the
reasonableness of inputs and assumptions used in
estimating the ECL of trade and bills receivables.
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We have challenged the judgement and estimates
used by the management, including historical credit
loss data and forward-looking information, such
as ageing of receivables at year end, the recent
creditworthiness of material debtors and economic
factors. We have tested, on sample basis, the
accuracy of aging profile of trade receivable at the
end of the year and the subsequent settlement.
We have evaluated reasonableness of the forward-
looking information incorporated in the ECL model
adopted by the Group.
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KEY AUDIT MATTERS (continued)

Refer to note 19 to the consolidated financial statements

and the accounting policies on pages 132 to 133.
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Key audit matter

HREELER

How our audit addressed the key audit matter

ESNERNTEEFARERSE

Impairment assessment of deposits paid to suppliers

IR ER X V.2 & Z BE S

The carrying amount of the Group’s deposits
paid to suppliers amounted to HK$453 million
representing approximately 24.6% of the Group's
total assets as at 31 March 2020.
EEEMERAXNZEREZREERISSESE
T EER EEER-_ZT_TEF=A=+—BZ
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We have identified the impairment of deposits
paid to suppliers as a key audit matter because the
assessment of impairment is based on a significant
degree of management judgement and estimation
and may be subject to management bias.
EERRAMEAXN 2 EE 2 RECHRERS
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The assessment is dependent upon management’s
judgement and estimation of the recoverable
amount. In assessing the recoverability, the
Group has considered different factors including
the value of the collaterals (if any), the business
relationship with the suppliers, creditworthiness
of the suppliers, production plan agreed with
the suppliers, subsequent usage and timing in
recovering the deposits paid.
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Our procedures were designed to review the management’s
judgement and estimates used in assessing the recoverable
amount of those deposits and the subsequent utilisation of
the deposits.
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We have challenged the judgement and
estimates used by the management, including
underlying values of collaterals (if any), business
relationship with the suppliers, creditworthiness
of the suppliers, production plan agreed with
the suppliers, subsequent usage and timing in
recovering such deposits paid.
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KEY AUDIT MATTERS (continued)

Refer to notes 13 and 14 to the consolidated financial

statements and the accounting policies on pages 132 to

133.
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Key audit matter

BEELER

How our audit addressed the key audit matter

EENBRNIEEBRRERSE
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Impairment assessment of property, plant and equipment and right-of-use assets

The Group’s property, plant and equipment and
right-of-use assets amounted to HK$15 million
and HK$53 million respectively, representing
approximately 3.7% of the Group’s total assets as
at 31 March 2020.
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We have identified the impairment assessment of
the property, plant and equipment and right-of-
use assets as a key audit matter since significant
judgements and estimates have been used by
the management in determining the recoverable
amounts of property, plant and equipment and
right-of-use assets.
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When an objective evidence of impairment exists,
the Group estimated the recoverable amount based
on the higher of fair value less costs of disposal and
value in use.
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Our procedures were designed to review the
management’s judgement and estimates used in
assessing the recoverable amount of property, plant
and equipment and right-of-use assets.
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We have challenged the judgement and estimates used
by the management including valuation methodologies,
reasonableness of cash flows projections applied and
discount rate used in the computation.
EEHEREBEAHEG RETETTER - BiEG
BRE MERZESRERANZAEMEUNAESD
Bz BRI &K -

—R-REER REEBEBEZERER 2 A




INDEPENDENT AUDITOR'S REPORT
B ZBERE

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the
information included in the annual report, other than the
consolidated financial statements and our auditor’s report

thereon.

Our opinion on the consolidated financial statements does
not cover the other information and we do not express any

form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material
misstatement of this other information, we are required to

report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS OF THE
COMPANY AND AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRSs issued
by the HKICPA and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control
as the directors of the Company determine is necessary to
enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to

fraud or error.

H &
BEAREFAYAMENAE - HAKNE
EERFBOAEAN (AHUBRRRES
BELLE 2 BT RS R ON) -

EEHAHMBHRRZERL TREEME

B BETTHEMERBEREATEANE
& KB o

REZEHMBEHREMS  BEFZEERH
BEMER  REWBES  ZEHEMER
ERBRAHMBBRERNEEEEZBRETH
BERZBEREEATT  HEBUTEANH
MR - EREBEFCHTNIE WRES
RRHEMERAERERRA
EEHFE-JUME  EFEFREEM
EDER

, BT s
= =T M 22

NAEBRBEREESHEH

36 36 2 AR O T

BERFEEARERHB LGRS RM
R & B R BB D BRI R 3R R
ERFEBEAHVBBRRAMEEEMRAFHR
XY BERARNEERRUANAIEE
AR BAHMBBRNARETIFERARNK
FFEEE AR M B M E RS RER AL -

SILVER BASE GROUP HOLDINGS LIMITED Annual Report 2020



INDEPENDENT AUDITOR'S REPORT
BYZBEMEE

RESPONSIBILITIES OF THE DIRECTORS OF THE
COMPANY AND AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(continued)

In preparing the consolidated financial statements, the
directors of the Company are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the
going concern basis of accounting unless the directors of the
Company either intend to liquidate the Group or to cease

operations or have no realistic alternative but to do so.

Audit Committee are responsible for overseeing the Group's

financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion, solely to you, as a body, in accordance with our
agreed terms of engagements, and for no other purpose.
We do not assume responsibility towards or accept liability
to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated

financial statements.
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INDEPENDENT AUDITOR'S REPORT

B ZBERE

AUDITOR'S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism

throughout the audit. We also:

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness

of the Group's internal control.

o Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the directors of the

Company.
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INDEPENDENT AUDITOR'S REPORT
BYZBEMEE

AUDITOR'S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

o Conclude on the appropriateness of the Company’s
directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause

the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and

events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible
for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit

opinion.

We communicate with the Audit Committee regarding,
among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our

audit.

% BB 5 B % & O B B AR AR
EHEE (8)

o ¥ BERRNEFERAFEBELLEGIER
Z’I“‘\ﬁé"’l‘éEf’EHj,ﬁﬁEﬁ WRB IS < B
B RERBHFERFEHXBRARA
ZEATHEN  mMAsY SREE
BREZENBREARE - MREE
RREEEANHEEN AL EER
B BETIRFEREFIAHYT
BRPZHEAREEN -BREFHERE
ERAR  AIESALANERER
B BEN RS - B %E’\J“\uﬁﬁ%ﬁﬁf\\ai
RBRN RS B IEATEUS 2 BRBE -
o RIEEHIER A LB B ‘%%@

Al gt 438 1 428 g A
TEEMERBKE -

o HEAHMBHRRZIERIHRIN &
BERAR  BREEER  AREHHY
BHRREEANARRRFREIE -

e Ft BEEERIEBIDHIVBEAH
ERZD  BEZERRE  AHEMH
MBREERER -TEHEEES
EBNRTEESEZ TFHERE
AEZ2HEE -

EFHEBERZEQRBMEBEREE B
zH EAERBRAFTER BREFRE
ZHAM R A BB BRI 2 (R (AT AR S o

—z-z55% QUM S EEEMERER D A




INDEPENDENT AUDITOR'S REPORT
B ZBERE

AUDITOR'S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

We also provide the Audit Committee with a statement
that we have complied with relevant ethical requirements
regarding independence and to communicate with them
all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable,

related safeguards.

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such

communication.

The engagement partner on the audit resulting in this

independent auditor’s report is Lee Shun Ming.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Lee Shun Ming

Practising Certificate Number: P07068

Hong Kong
22 June 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

affE&ER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2020 2019
—E-EHF —hFE
Notes HK$'000 HK$'000
Mot FE T FHET
Revenue g = 5 1,630,977 1,704,885
Cost of sales $HE AR (1,320,192) (1,471,624)
Gross profit ESVY 310,785 233,261
Other income, gains and losses HEM U A - WS K EE 5 21,572 72,485
Selling and distribution expenses HENKHEE R (192,262) (263,247)
Administrative expenses 1THE B (96,003) (90,414)
(Loss from impairment)/reversal CREEE), B ERE
of impairment, net (%) 7 (104,161) 5,271
Finance costs & X AR 6 (109,991) (108,197)
Loss before tax BR %54 A0 85 18 7 (170,060) (150,841)
Income tax credit st e 10 - 4,186
Loss for the year FEFE (170,060) (146,655)
Attributable to: 1L -
Ordinary equity holders ARABERERERA
of the Company (173,172) (145,782)
Non-controlling interests IF £ 6 1 R 2R 3,112 (873)
(170,060) (146,655)
Loss per share attributable to ARABERERFEA
ordinary equity holders of the EBiEERER
Company
Basic (HK cents) B (L) 12 (7.66) (6.43)
Diluted (HK cents) 3 GB(L) 12 (7.66) (6.43)

—R-REER REEBEBEZERER 2 A



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
afEEREMEZEBAR

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2020 2019
—E-EF —ZET-NF
HK$'000 HK$'000
FERT FAT
Loss for the year FEEE (170,060) (146,655)
Other comprehensive expense Hih2mEEH
ltem that may be reclassified to profit R {I/& BRI Al gL | H 48
or loss in subsequent periods: EEZ AR :
Exchange differences on translation of &G H) 2 75 P 28 4 Y
foreign operations PE 5 =58 (78,067) (92,610)
Other comprehensive expense FEHM2EER - MKRHIE
for the year, net of tax (78,067) (92,610)
Total comprehensive expense FEZEEBERAE
for the year (248,127) (239,265)
Attributable to: AL
Ordinary equity holders of ARREBREERAEA
the Company (251,239) (238,392)
Non-controlling interests FE£EFIERE 2 3,112 (873)
(248,127) (239,265)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

a0t B B kR &

As at 31 March 2020 R=—ZE-_EF=F=+—H

2020 2019
—ECEF —E—NF
Notes HK$’000 HK$'000
Mot FE T FHET
NON-CURRENT ASSETS RBEE
Property, plant and equipment ME - WENMKREG 13 14,571 29,517
Right-of-use assets CEREEE 14 53,429 =
Intangible asset A E 15 8,300 8,300
Financial assets at fair value through FIETBARLEBE
profit or loss YR R EE 16 112,012 94,820
Deposits b 19 153,125 8,290
Deferred tax assets FIERIBE BE 27 4,000 4,000
345,437 144,927
CURRENT ASSETS REEE
Inventories =8 17 355,605 1,028,129
Trade and bills receivables FEUNE 5 28 & E N Z iR 18 93,387 137,489
Prepayments, deposits and other BRFRIE - RER
receivables H b fE W Fh1E 19 350,814 981,827
Pledged deposits EEAER 20 - 58,466
Bank balances and cash RITHEGBNMIR® 20 698,525 598,087
1,498,331 2,803,998
CURRENT LIABILITIES nEEE
Trade and bills payables FENB S EE N
FER R & 21 3,783 518,994
Other payables and accruals E A & A~ 58 K
EtEaE 22 182,890 126,534
Contract liabilities AREAEE 23 312,704 236,822
Interest-bearing bank and other S BERITR H M
borrowings 24 84,277 646,962
Lease liabilities HEam 14 25,392 -
Bond payables FEfTE A 25 518,128 266,972
Amount due to a director BRI ESFIR 26 91,840 1
Tax payable & {5 754 18 55,644 61,472
1,274,658 1,857,757
NET CURRENT ASSETS REBEEFE 223,673 946,241

REEBERAER2A



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B BRI &

As at 31 March 2020 R=—ZF-_ZEF=HA=+—H

2020 2019
—B-BF —TNF
Notes HK$’000 HK$'000
Mt FET FA&T
TOTAL ASSETS LESS CURRENT WEEBRRBERE
LIABILITIES 569,110 1,091,168
NON-CURRENT LIABILITIES ERBARE
Bond payables B ES 25 209,948 542,417
Lease liabilities HEEaE 14 56,252 =
Deferred tax liabilities REFFIBEE 27 5,000 5,000
271,200 547,417
NET ASSETS BEEFE 297,910 543,751
EQUITY R
Equity attributable to ordinary AARERER
equity holders of the Company BEARGES
Issued capital BEITRA 28 226,010 226,010
Reserves e 30 70,777 319,730
296,787 545,740
Non-controlling interests FEE IS 1,123 (1,989)
TOTAL EQUITY FESEEE 297,910 543,751

The consolidated financial statements on pages 109 to 256 FI109E256 EME MM BHREREN_E_F
were approved and authorised for issue by the board of FRAZTZHREEESgIEREETE

directors on 22 June 2020 and are signed on its behalf by: WHATEEREEE
REHHE R B2 78
Liang Guoxing Chen Xiaoxu
EZE EFE
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
EHERSE

For the year ended 31 March 2020 —ZE=-ZF=FH=+—HIFE

g X

Attributable to ordinary equity holders of the Company
ARAERERHEARL

Share Capital Share  Statutory  Exchange Non-
Issued ~ premium Capital ~ redemption option surplus ~fluctuation Accumulated controlling Total
capital account reserve reserve reserve Teserve reserve losses Total  interests equity
) o HRE £ SE FEHIE
BEARE HER AARE BERE RE RBOEE RIBE ZHER by BE BREE
Note HK$'000  HK§'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
i3 T T Tt T ThL L TEL T TAT AT T
(note 30(1)) (note 30(ii))
(FF&E300) (PF3E30()
At 1 April 2018 RZF-N\FMA-A 227,281 599,747 (380) 1,554 50,176 71,462 163564 (327,688) 785716 (1,116) 784,600
Loss for the year EEER - - - - - - - (14578)  (145782) (873)  (146,659)
Other comprehensive expense ~ EEEMZHER:
for the year:
Exchange differences on BEBNERAEER
translation of foreign EXZE
operations - - - - - - (92,610) - (92,610) - (92,610)
Total comprehensive expense ~ £E2EAERLE
for the year = = = = = = (92,610)  (145782)  (238392) (873)  (239,265)
Equity-settled share option WEREEL
amangements BRERH - - - - 5,208 - - - 5,208 = 5,208
Share repurchases RHEE 2 (1.211) (5,521) - 1271 - - - (1.21) (6,792) - (6,792)
Share options lapsed BREXHRTH
and cancelled - - - - (3,822) - - 3822 - - -
At 31 March 2019 RZE-NE=A=1-H 226,010 594,226 (380) 2,825 51,562 71,462 70954 (470,919) 545740 (1,989) 543751
—e-w55E MR REXKEZRER AT




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
EHEREZE R

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

Attributable to ordinary equity holders of the Company

AREERRERAARE
Share Capital Share  Statutory  Exchange
Issued  premium Capital redemption option surplus  fluctuation Accumulated
capital  account  reserve  reserve  reserve  reserve  reserve losses
R Bx  BRE EE SE

BRIRA  BER EAEE  WEGR i BHRORE RIBER ZHER

Total

ait

HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS$'000

T T T T L TEL T TR
(note 30(1)) (note 30(ii))
(HtE300)) (GEZI)

TER

Non-
controlling Total
interests equity

FEHk

B RusE
HK$'000  HK$'000
T AR

At 1 April 2019

(Loss)/profit for the year
Other comprehensive expense
for the year:

RZZ-NEMA-B 226,010 594,226 (380) 2,825 51,562 71462 70,954 (470,919) 545,740

EE(BR)/EH - - - 5 - -
FRAMZERA

Exchange differences on translation of B BN EREEES

(113472)  (173.172)

(78,067)

foreign operations EREE - - - - - - (78,067) -
Total comprehensive (expense)/income  £E2E (BR)/WALE
for the year - - - - - - (78,067)  (173172)  (251,239)
Equity-settled share option arrangements ~ EREE 2 BRERH - - - - 2,286 - - -

Share options lapsed and cancelled

At 31 March 2020

BREXRREH = = = - (1,983) - - 1,983

RZEZFE=F=1-RA 26010 594,226 (380) 2,825 51,865 71,462 (7,113)  (642,108)
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CONSOLIDATED STATEMENT OF CASH FLOWS
EHBRETRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2020 2019
—EC-EE “E-NEF
Notes HK$'000 HK$'000
FisE TER FAEL
CASH FLOWS FROM OPERATING ACTIVITIES ZEZFHHNESRE
Loss before tax BRI AR (170,060) (150,841)
Adjustments for: RUTEBEMENRAE
Dividend income BB WA 5 (2,130) (2,387)
Interest income FEWA 5 (1,773) (524)
Finance costs BERA 6 109,991 108,197
Depreciation of property, plant and nE BERIEZTE
equipment 7 6,816 8,077
Depreciation of right-of-use assets TREEEZHE 7 25,142 -
Gain on termination of lease contracts BRIEREAR 2 WE 5 (150) =
Gain on disposal of property, plant and HENE  BE K& E 2 e
equipment 5 (18) -
Loss from written of property, WEmE  BERIBEZER
plant and equipment 7 5,932 -
Reversal of impairment allowance of BEBERRIERE M ERTRIEZ
prepayments and other receivables REEE 7 - (8,522)
Loss from impairment of trade receivables EWE ZRE 2 REEE 7 51,043 2,908
Loss from impairment of prepayments and BN ZBREMEKZTE L
other receivables MEER 7 22,515 343
Loss from impairment of property, M BERZEZREBE
plant and equipment 7 6,558 -
Loss from impairment of right-of-use assets & & & 2 A {E &8 24,045 =
Provision for inventories in respect of BRMAZEERFELFERE
write-down to net realisable value 7 18,204 16,442
Equity-settled share option expense NEGEE 7 EREER 7 2,286 5,208
Change in fair value of financial asset at fair EEREANEBIHE L SBEE
value through profit or loss ZARBEEY 5 (17,192) (68,512)
Operating cash flows before movements in 2 E&E & & 2
working capital LERERE 81,209 (89,611)
Decrease/(increase) in inventories BERD,/(#0) 612,006 (140,135)
Increase in trade and bills receivables e E 5 50A R M 552 i (14,001) (77,211)
Decrease in prepayments, deposits and BARIE - e REMERKIE
other receivables b 472,700 132,114
(Decrease)/increase in trade and BNESFBERENER
bills payables CRA)/ %1 (499,225) 6,665
Increase in contract liabilities AREEEN 92,686 6,679
Increase/(decrease) in other payables and ﬁfﬂﬂ‘éﬁ?&ﬁ&ﬁ@ﬁﬁ%
accruals /b 59,219 (15,596)
Effect of foreign exchange rate changes, net T"“@b%‘ﬂf( ) (10,679) (65,534)
Cash generated from/(used in) operations 2EME/ (A KRE 793,915 (242,629)
Interest received BEUFI 8 1,773 524
Interest paid BRFS (76,148) (61,641)
Net cash flows from/(used in) operating BETYNG/(FA)
activities MREREFHE 719,540 (303,746)
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CONSOLIDATED STATEMENT OF CASH FLOWS
EHBRETRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2020 2019
“ECEZF “E-NE
Notes HK$'000 HK$'000
=4 TER FAEL
CASH FLOWS FROM INVESTING ACTIVITIES REZHHEEHE
Dividend received B S 2,130 2,387
Purchases of items of property, plant and BEVE BRERREER
equipment (6,068) (17,894)
Proceeds from disposal of items of property, HEME « BEKREERH
plant and equipment FIS3R 138 4
Placement of pledged deposits T)\EEWW? E - (55,517)
Withdrawal of pledged deposits REMEEAFR 56,678 476,682
Net cash flows from investing activities REEEMENRENEFE 52,878 405,662
CASH FLOWS FROM FINANCING ACTIVITIES REZEMNHERE
New bank and other loans ERTREMER 35,683 36,207
Repayment of bank and other loans Taiﬁfiﬁ&ﬁmgﬁ (630,540) (42,242)
Proceeds from issue of bonds, TEARMB A
net of related expenses TD[“HH HER 25 45,051 132,962
Repayment of a bond BRES 25 (153,608) (2,000)
Payment of lease liabilities YINREAR (20,755) =
Advance from a director EEDXN 91,839 =
Repurchase of shares AR ) - (6,792)
Net cash flows (used in)/from financing BEEH (TR, FMEHEE
activities mEFE (632,330) 118,135
NET INCREASE IN CASH AND CASH RERRSEENEMFE
EQUIVALENTS 140,088 220,051
Cash and cash equivalents at FNRe kRS EEY
beginning of year 598,087 418,917
Effect of foreign exchange rate changes, net ERZEHF L (F%5) (39,650) (40,881)
CASH AND CASH EQUIVALENTS FREASRBELZEY
AT END OF YEAR 698,525 598,087
ANALYSIS OF BALANCES OF CASHAND R&RBEZEY
CASH EQUIVALENTS BROM
Bank balances and cash stated in the AT BEMRAR T
consolidated statement of financial position ~ $R17& g KR & 20 698,525 598,087
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

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 25th Floor, One

Hennessy, 1 Hennessy Road, Hong Kong.

The Company and its subsidiaries (collectively referred
to as the “Group”) are principally engaged in 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 liquor series and Old Vintage
liquor series, wine, foreign liquor series, sugar, Chinese

cigarettes and daily necessities.

Items included in the financial statements of each
entity in the Group are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). These
consolidated financial statements are 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants
(the "HKICPA™). In addition, the consolidated financial
statements include disclosures required by the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)
and by the Hong Kong Companies Ordinance.

Going concern basis

The Group recorded a consolidated loss before tax of
approximately HK$170,060,000 for the year ended
31 March 2020. As at 31 March 2020, the Group's
total bond payables and bank and other borrowings
amounted to approximately HK$812,353,000, of
which approximately HK$602,405,000 are classified as
current liabilities. These current liabilities include the
Group’s bank and other borrowings of approximately
HK$84,277,000 and bond payables of approximately
HK$518,128,000 which are due for repayment within
the next twelve months after 31 March 2020.

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.

2.1 BASIS OF PREPARATION 2.1 REEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.1 BASIS OF PREPARATION (continued)
Going concern basis (continued)
In order to improve 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 renewed unlisted bonds with an aggregate
principal amount of HK$43,100,000 for the

Group’s working capital.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

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

(2) Attainment of profitable and positive cash
flow operations

The Group is taking measures to tighten cost
controls over various costs and expenses and to
diversify the Group’s sales channels and product
mix with the aim to attain profitable and positive

cash flow operations.

(3) The director of the Company has agreed not
to demand for any repayment due to him of
HK$91,840,000 as at 31 March 2020 within the
next twelve months and until the Group is in a

financial position to do so.

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.

2.1 mREE (&)

FEREEE(E)

)

(3)

ED BRI IER 2 i &

74 41 8 T 4R R I8 G DA 4 7 86
AMBRETRIERA  UHBA
FEHERENEREBOS T
LBR - HTERENRER SR
i -

ARREZERER TG ERR
SERART-_BRAREEN=
T-_EEZA=+—HREBHEX
£ #9 4991,840,0008 THEA &
EENEEEEEREZHBMN
AL

REBLMER ARAEERR K
SESAERAEEESRNIIMNEE
LB EME AERRGELEEE
I HRRERE -

SILVER BASE GROUP HOLDINGS LIMITED Annual Report 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND

AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs")

The Group has applied the following new and
amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA") for the first time in the current year:

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 the changes in
the Group’s accounting policies and adjustments to
the amounts recognised in the consolidated financial

statements as summarised below.

Except as described below, the application of other
new and amendments to HKFRSs in the current year
has had no material impact on the Group’s financial
performance and positions for the current and prior
years and/or on the disclosures set out in these

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SR BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (continued)

2.2.1Impact on adoption of HKFRS 16 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 2.3. The Group
has applied HKFRS 16 Leases retrospectively
with the cumulative effect of initial application
as an adjustment to the opening balance of
equity, where appropriate, at 1 April 2019, and
comparative information for the 2019 reporting
period has not been restated as permitted under
the specific transitional provision in the standard.
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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs") (continued)

2.2.1Impact on adoption of HKFRS 16 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 were 2.14%-8.53%.

The Group recognises right-of-use assets and
measures them at an amount equal to the lease
liability, adjusted by the amount of any prepaid or

accrued lease payments, if any.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (continued)
2.2.1Impact on adoption of HKFRS 16 Leases

(continued)
The Group as lessee (continued)

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.

>4

22 BRI BRI BREEA

((EBHBHRELEYN ] RE
BB RS EAIAVIERT ()

221 RINE B B S ERIE16
HHEENTE (B)
FEE AN (F)
TRERR-_F-—NAEFMA—H
BEEE B BRE LR B165
MY E - AZHEVENHEE TR

BENA -

Carrying
amount Carrying
previously amount
reported at Impact on as restated
31 March  adoption of at 1 April
2019 HKFRS 16 2019

—E-hE
A=+-B KRHEEPE R-T-NF

BEREH HBEXY WA-HE?

REE ZF16RNTE N ARE E

Note HK$'000 HK$'000 HK$'000

B 5E FET FET FET
Right-of-use assets FREEE (a) = 121,126 121,126
Lease liabilities HEEE (a) = (121,126) (121,126)
Note: Hiat -

(@ As at 1 April 2019, right-of-use assets were
measured at an amount equal to the lease
liabilities of approximately HK$121,126,000.

In the consolidated statement of cash flow, the
Group as a lessee is required to split rentals paid
under capitalised leases into their capital element
and interest element. The capital element is
classified as financing cash outflows, similar to
how leases previously classified as finance leases
under HKAS 17 were treated, rather than as
operating cash outflows, as was the case for
operating leases under HKAS 17. The interest
element of lease liabilities continues to be
presented within operating cash flow. The total
cash flows are unaffected.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND 22 BRI BB HREER
AMENDMENTS TO HONG KONG (BB BRELERDRSE
FINANCIAL REPORTING STANDARDS BB EERMER (&)
("HKFRSs") (continued)
2.2.1Impact on adoption of HKFRS 16 Leases 21 RMNBEABV B RELERFE16

(continued) RHEMZZ (E)
The Group as lessee (continued) AEEBAHBA (E)
Differences between operating lease RZEBE-—NF=A=+—0 B
commitments as at 31 March 2019, the date BRERBHAIER - ERGERS
immediately preceding the date of initial BENXRGENEEHEREE -
application, discounted using the incremental UNERZZFE—NFMNA—HBER
borrowing rate, and the lease liabilities MEEARWET :
recognised as at 1 April 2019 are as follow:
HK$'000
FHT
Operating lease commitment disclosed R—ZE—hh&F=HA=+—H
as at 31 March 2019 REN L EREAE 194,520
Less: Lease modifications of existing contracts W IBBERNEEERT (43,667)
Short-term leases and other leases with FHEHE KR THBAR
remaining lease term ended on or —E-_FTF=A
before 31 March 2020 =+ —BR A
B H A FH & (14,330)
136,523
Less: Discounting effect using the incremental R —ZE—AFWMA—H
borrowing rates at 1 April 2019 FRAEEERF KR
- (15,397)
121,126
Analysed as: DA
— Non-current portion - JERVEREB 5 100,825
— Current portion - BIEAER 9> 20,301
121,126
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs") (continued)

2.2.1Impact on adoption of HKFRS 16 Leases
(continued)
The Group as lessee (continued)
On the date of initial application of HKFRS 16,
the Group has used the following practical

expedients permitted by the standard:

o the use of a single discount rate to a
portfolio of leases with reasonably similar

characteristics;

J reliance on assessments on whether
leases are onerous by applying HKAS 37
immediately before the date of initial
application as an alternative to performing

an impairment review;

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

leases;

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

the date of initial application; and

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

options to extend or terminate the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.2 APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs") (continued)

New and amendments to HKFRSs issued but

not yet effective

The Group has not applied the following new and

amendments to HKFRSs, that have been issued but are

not yet effective, in these financial statements.

HKFRS 17

Amendments to HKFRS 3

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1
and HKAS 8

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Amendments to HKFRS 16

Conceptual Framework

for Financial Reporting 2018

Insurance Contracts®

Definition of a business®

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

Definition of Material’

Interest rate Benchmark Reform’

Covid-19-Related
Rent Concessions?
Revised Conceptual Framework for

Financial Reporting'

L Effective for annual periods beginning on or after

1 January 2020.

Z Effective for annual periods beginning on or after
1 June 2020.
2 Effective for annual periods beginning on or after

1 January 2021.

b Effective for annual periods beginning on or after a

date to be determined.

2 Effective for business combinations and assets

acquisitions for which the acquisition date is on or after

the beginning of the first annual period beginning on or

after 1 January 2020.

The directors of the Company anticipate that the

application of the new and amendments to HKFRSs

will have no material impact on the results and the

consolidated financial position of the Group.

22 BRI BB HREER

3
(BB BRELERDRSE
B B 3R & ZE RIAVIZ T (&)

BB M H R A A 5] BB R
B &R BB S 2R
HIEET

7N S MR A BT B SRR I 4 FE A TSI E AR
A5 EL 80 o A 0 97 5T B 8 B 5 R 2 B
REER W& B 05ET

BRUBREENRTH REAE
BRMBRERASMNET FROES

EEHRREENEIER  AHARABEITALE
ERGHENEMINGT  AREMEEHETEN
SR BUENRERGH  EBEHEH

ERIESHNET
ERMBRERAZE BE  AEEEYE

R PR
RERAZTHMET
BRUBREENR 6RO 201950BERAEY

HEE%
SR \ERMBRERSER MLTZAFHENZER

U R-ZE-—TF—A— BRI ZEHAD
FEHMER -

2 RZZE—TFNA—BRZEHAD
FEHMER -

2 RZEZ—F—A—HRZERBH
FEHMER -

4 A 18 AR T TE ) F AR AR A o

«

EBEHREERBHORERDRAR
—E_THE A HRZRFRREHE
FEMERHZIRER -

RRABEFERRAELMHTRENS
BELEAREBITHITIEHARENE
BRAHMBRABREATE

—z-zs5h VM REEBERAERLD




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by the
HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and by the Hong Kong Companies

Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis, except for certain
financial instruments that are measured at fair value
at the end of each reporting period. Historical cost is
generally based on the fair value of the consideration

given in exchange for goods and services.

Details of fair value measurement are explained in the

accounting policies set out below.

A summary of the significant accounting policies

adopted by the Group is set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 2.3 EREFBER (&)
(continued)
Basis of consolidation aEE
The consolidated financial statements include the EHMBHRRBERRARANUNLKBERRD
financial statements of the Company and entities AREWNBARIZEH v EE (BRIEEE
(including structured entities) controlled by the ER) 2UBRE -MEARIEART
Company and its subsidiaries. A subsidiary is an entity E&%F’ﬁ%ﬁ FNER(BELEELEE
(including a structured entity), directly or indirectly, c BAEEEALMEWIRE A ER
controlled by the Company. Control is achieved when ﬁﬁ—fiﬁ%?&@—f iE¥R - WHENE
the Group is exposed, or has rights, to variable returns BEWRERTEMED (B TAE
from its involvement with the investee and has the E B Al < B 128 7 iHRRE B e A S Y
ability to affect those returns through its power over BEREN) wEZELHE - BIR R
the investee (i.e., existing rights that give the Group BIEGIRE -
the current ability to direct the relevant activities of the
investee).
When the Company has, directly or indirectly, less EXRRREEXREREELREIRER
than a majority of the voting or similar rights of an BYERERSFECUENR - REER
investee, the Group considers all relevant facts and M EESHERERTHEREIRS
circumstances in assessing whether it has power over EFREMBSERER B :

an investee, including:

(a) the contractual arrangement with the other vote (a) EHHZWIHEHHMEEEIFZEA
holders of the investee; E’\] a8 HE
(b) rights arising from other contractual (b) WBEHMEDLTHEZERER &

arrangements; and

() the Group’s voting rights and potential voting (0 AEENRERRETIEERE-
rights.

The financial statements of the subsidiaries are ME A E 2 BRI RERARER

prepared for the same reporting period as the Vi HARE A — BRI T BURR SR o B

Company, using consistent accounting policies. The BARZEEBAREERGESIE 2B

results of subsidiaries are consolidated from the date REEZERERLIEZBIEAMHETE -

on which the Group obtains control, and continue to

be consolidated until the date that such control ceases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation (continued)

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

on consolidation.

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

accounted for as an equity transaction.

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

of the related assets or liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERGETHEK (E)

(continued)

Fair value measurement

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date. The fair value measurement is
based on the presumption that the transaction to sell
the asset or transfer the liability takes place either
in the principal market for the asset or liability, or
in the absence of a principal market, in the most
advantageous market for the asset or liability. The
principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or
liability, assuming that market participants act in their
economic best interest.

The Group uses valuation techniques that are
appropriate in the circumstances and for which
sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and

minimising the use of unobservable inputs.

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

fair value measurement as a whole:

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

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

Level 3 — based on valuation techniques for which the
lowest level input that is significant to the

fair value measurement is unobservable
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Fair value measurement (continued)

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

each reporting period.

Impairment losses on tangible and intangible
assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible
assets with finite useful lives to determine whether
there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any.
When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit
to which the asset belongs. When a reasonable
and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-
generating unit, or otherwise they are allocated to
the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be
identified.

Intangible assets with indefinite useful lives are tested
for impairment at least annually, and whenever there is

an indication that they may be impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment losses on tangible and intangible
assets (continued)

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset for
which the estimates of future cash flows have not been

adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or the cash-
generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit

or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or the cash-generating
unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that
would have been determined had no impairment loss
been recognised for the asset (or the cash-generating
unit) in prior years. A reversal of an impairment loss is

recognised as income immediately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost
less accumulated depreciation and any impairment
losses, if any. The cost of an item of property, plant
and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its

working condition and location for its intended use.

Expenditure incurred after items of property, plant
and equipment have been put into operation, such
as repairs and maintenance, is normally charged to
the consolidated statement of profit or loss in the
period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount
of the asset as a replacement. Where significant parts
of property, plant and equipment are required to
be replaced at intervals, the Group recognises such
parts as individual assets with specific useful lives and

depreciates them accordingly.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 EXRGETHE(E)

(continued)

Property, plant and equipment and
depreciation (continued)

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose

are as follows:

Leasehold improvements Over the shorter of the

lease terms and 20%

Furniture and fixtures 20%
Office equipment 20%
Motor vehicles 20%

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected from the continued use of the asset. Any gain
or loss on disposal or retirement is recognised in the
consolidated statement of profit or loss in the year the
asset is derecognised is the difference between the net
sale proceeds and the carrying amount of the relevant

asset.

Intangible assets

Intangible assets acquired separately are measured on
initial recognition at cost. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the
cash-generating unit level. Such intangible assets are
not amortised. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to
be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on

a prospective basis.

WE  BERREETE (&)

FERZEREAESSEDE - BE R
REH R AW EE R G5 A] 2B FH
MRE U BEMZEEZFRMT

HEMERE HEHH20%H]
BEE

ERREEEE 20%

WRERE 20%

B 20%

ME BELRRBREEXERAES
EREMEERS T EELERRLENR
B AR R ERD - MR EEMNE FH
ABHERRAERNEIMNRESRER
BEREREENHE SRR FHEA
FREEZZR -

BVEE

118 51 Y B 19 SR 12 B B R AR M) SR FE SRR AR
Mmat & o | E B/ A E A F HI0HE
RAERIER - B ERAFEHFHW
BREERERNNIZASEEBEMKF
BFEETRENR ZEBVEELE
EITH - AAERAERFHNET
BESWERFHESFETERN  UE
ERBZERFHOFEFHERT DA
ER - MTER  ERFHFNEEHE
REMNRERFY - WIHTAHEEA
BE o

—z-z55% QRE) S EESMERER D A




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments

Financial assets and financial liabilities are recognised
in the consolidated statement of financial position
when a group entity becomes a party to the

contractual provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value, except for trade receivables
arising from contracts with customers which are
initially measured in accordance with HKFRS 15.
Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial
liabilities at fair value through profit or loss (“FVTPL")
are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or
financial liabilities at FVTPL are recognised immediately

in profit or loss.

Financial assets

All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the time frame established by regulation or convention

in the marketplace.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERSETHEEK(E)

(continued)

Financial instruments (continued)

Financial assets (continued)

All recognised financial assets are subsequently
measured in their entirety at either amortised cost
or fair value, depending on the classification of the
financial assets. Financial assets are classified, at initial
recognition, as subsequently measured at amortised
cost and FVTPL.

The classification of financial assets at initial
recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s

business model for managing them.

Financial assets at amortised cost (debt instruments)

The Group measures financial assets subsequently at
amortised cost if both of the following conditions are

met:

o the financial asset is held within a business model
whose objective is to hold financial assets in order

to collect contractual cash flows; and

° the contractual terms of the financial asset give
rise on specified dates to cash flows that are
solely payments of principal and interest on the

principal amount outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial assets (continued)

Financial assets at amortised cost (debt instruments)

(continued)
Financial assets at amortised cost are subsequently
measured using the effective interest method and are

subject to impairment.

Amortised cost and effective interest method
The effective interest method is a method of
calculating the amortised cost of a debt instrument and

of allocating interest income over the relevant period.

The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all
fees and points paid or received that form an integral
part of the effective interest rate, transaction costs
and other premiums or discounts) excluding expected
credit losses, through the expected life of the debt
instrument, or, where appropriate, a shorter period, to
the gross carrying amount of the debt instrument on

initial recognition.

The amortised cost of a financial asset is the amount
at which the financial asset is measured at initial
recognition minus the principal repayments, plus the
cumulative amortisation using the effective interest
method of any difference between that initial amount
and the maturity amount, adjusted for any loss
allowance. The gross carrying amount of a financial
asset is the amortised cost of a financial asset before

adjusting for any loss allowance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial assets (continued)

Financial assets at amortised cost (debt instruments)

(continued)

Amortised cost and effective interest method
(continued)

Interest income is recognised using the effective
interest method for debt instruments measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for
financial assets that have subsequently become credit-
impaired. For financial assets that have subsequently
become credit-impaired, interest income is recognised
by applying the effective interest rate to the amortised
cost of the financial asset. If, in subsequent reporting
periods, the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no
longer credit-impaired, interest income is recognised by
applying the effective interest rate to the gross carrying

amount of the financial asset.

Interest income is recognised in profit or loss and is
included in the “Other income, gains and losses” line

item(note 5).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
Financial instruments (continued)
Financial assets (continued)
Financial assets at FVTPL
Financial assets that do not meet the criteria for being
measured at amortised cost or fair value through other
comprehensive income (“FVTOCI”) are measured at
FVTPL. Specifically:

o Investments in equity instruments are classified as
at FVTPL, unless the Group designates an equity
investment that is neither held for trading nor a
contingent consideration arising from a business

combination as at FVTOCI on initial recognition.

J Debt instruments that do not meet the amortised
cost criteria or the FVTOCI criteria are classified as
at FVTPL. In addition, debt instruments that meet
either the amortised cost criteria or the FVTOCI
criteria may be designated as at FVTPL upon
initial recognition if such designation eliminates
or significantly reduces a measurement or
recognition inconsistency that would arise from
measuring assets or liabilities or recognising the
gains and losses on them on different bases. The
Group has not designated any debt instruments
as at FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERSETHEEK(E)

(continued)

Financial instruments (continued)

Financial assets (continued)

Financial assets at FVTPL (continued)

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss to
the extent they are not part of a designated hedging
relationship. The net gain or loss recognised in profit
or loss excludes any dividend or interest earned on the
financial asset and is included in the “Other income,
gains and losses” line item. Fair value is determined in

the manner described in note 39.
A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of

selling it in the near term; or

o on initial recognition, it is part of a portfolio of
identified financial instruments that the Group
manages together and has evidence of a recent

actual pattern of short-term profit-taking; or

. it is a derivative (except for a derivative that is a
financial guarantee contract or a designated and

effective hedging instrument).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets

The Group recognises a loss allowance for expected
credit losses on investments in debt instruments
that are measured at amortised cost. The amount of
expected credit losses is updated at each reporting
date to reflect changes in credit risk since initial

recognition of the respective financial instrument.

The Group always recognises lifetime ECL for its
trade receivables. The expected credit losses on these
financial assets are estimated using a provision matrix
based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of
both the current as well as the forecast direction of
conditions at the reporting date, including time value

of money where appropriate.

For all other financial instruments, the Group measures
the loss allowance equal to 12-month ECL, unless
when there has a significant increase in credit risk
since initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should
be recognised is based on significant increase in the
likelihood or risk of a default occurring since initial

recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Significant increase in credit risk

In assessing whether the credit risk on a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of a default
occurring on the financial instrument as at the
reporting date with the risk of a default occurring
on the financial instrument as at the date of initial
recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort. Forward-looking
information considered includes the future prospects
of the industries in which the Group’s debtors operate
as well as consideration of various external sources of
actual and forecast economic information that relate to

the Group’s operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERGETHEK (E)

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Significant increase in credit risk (continued)

In particular, the following information is taken
into account when assessing whether credit risk has

increased significantly since initial recognition:

o an actual or expected significant deterioration in
the financial instrument’s external (if available) or

internal credit rating;

o existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the

debtor’s ability to meet its debt obligations;

o an actual or expected significant deterioration in

the operating results of the debtor;

o significant increases in credit risk on other

financial instruments of the same debtor;

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet

its debt obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERSETHEEK(E)

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Significant increase in credit risk (continued)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk on a financial
asset has increased significantly since initial recognition
when contractual payments are more than 30 days past
due, unless the Group has reasonable and supportable

information that demonstrates otherwise.

Despite the foregoing, the Group assumes that the
credit risk on a financial instrument has not increased
significantly since initial recognition if the financial
instrument is determined to have low credit risk at the
reporting date. A financial instrument is determined
to have low credit risk if i) the financial instrument
has a low risk of default, ii) the borrower has a strong
capacity to meet its contractual cash flow obligations
in the near term, and iii) adverse changes in economic
and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower
to fulfil its contractual cash flow obligations. The
Group considers a financial asset to have low credit risk
when the asset has external credit rating of ‘investment
grade’ in accordance with the globally understood
definition or if an external rating is not available, the
asset has an internal rating of ‘performing’. Performing
means that the counterparty has a strong financial

position and there is no past due amounts.
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23 BEREETHEEK (8)

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Significant increase in credit risk (continued)

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the

amount becomes past due.

Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that
receivables that meet either of the following criteria

are generally not recoverable:

o when there is a breach of financial covenants by

the debtor; or

o information developed internally or obtained
from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group,
in full (without taking into account any collaterals
held by the Group).

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

more appropriate.
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2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.

Evidence that a financial asset is credit-impaired

23 ERXREFTHE (E)
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includes observable data about the following events:

significant financial difficulty of the issuer or the

borrower;

a breach of contract, such as a default or past

due event;

the lender of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession that the lender would not

otherwise consider;

it is becoming probable that the borrower
will enter bankruptcy or other financial

reorganisation; or

the disappearance of an active market for that

financial asset because of financial difficulties.
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CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

Write-off policy

The Group writes off a financial asset when there is
information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of
recovery, e.g. when the counterparty has been placed
under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when
the amounts are over 12 months past due, whichever
occurs sooner. Financial assets written off may still be
subject to enforcement activities under the Group's
recovery procedures, taking into account legal advice
where appropriate. Any recoveries made are recognised

in profit or loss.

Measurement and recognition of expected credit losses

The measurement of expected credit losses is a
function of the probability of default, loss given default
(i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the
probability of default and loss given default is based on
historical data adjusted by forward-looking information
as described above. As for the exposure at default, for
financial assets, this is represented by the assets’ gross

carrying amount at the reporting date.

For financial assets, the expected credit loss is
estimated as the difference between all contractual
cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group
expects to receive, discounted at the original effective

interest rate.
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2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Measurement and recognition of expected credit losses

(continued)

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime ECL
in the previous reporting period, but determines at the
current reporting date that the conditions for lifetime
ECL are no longer met, the Group measures the loss
allowance at an amount equal to 12-month ECL at
the current reporting date, except for assets for which

simplified approach was used.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount

through a loss allowance account.

Derecognition of financial assets

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of

the asset to another party.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration

received and receivable is recognised in profit or loss.
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2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERGETHEK (E)

(continued)

Financial instruments (continued)

Financial liabilities and equity instrument
Classification as debt or equity

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability

and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued
by a group entity are recognised at the proceeds

received, net of direct issue costs.

Repurchase of the Company’s own equity instruments
is recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of the Company’s own equity

instruments.

Financial liabilities
All financial liabilities are subsequently measured at

amortised cost using the effective interest method.

The effective interest method is a method of
calculating the amortised cost of a financial liability and
of allocating interest expense over the relevant period.
The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all
fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected
life of the financial liability, or (where appropriate) a
shorter period, to the amortised cost of a financial

liability.
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2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERSETHEEK(E)

(continued)

Financial instruments (continued)
Financial liabilities and equity instrument
(continued)

Financial liabilities (continued)

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or they expire. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable, including any
non-cash assets transferred or liabilities assumed, is

recognised in profit or loss.

Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when a derivative contract is entered into and
are subsequently remeasured to their fair value at
the end of the reporting period. The resulting gain
or loss is recognised in profit or loss immediately
unless the derivative is designated and effective as a
hedging instrument, in which event the timing of the
recognition in profit or loss depends on the nature of

the hedge relationship.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Inventories

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

incurred to disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise cash
on hand and demand deposits, and short term highly
liquid investments that are readily convertible into
known amounts of cash, are subject to an insignificant
risk of changes in value, and have a short maturity
of generally within three months when acquired,
less bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash

management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits,

which are not restricted as to use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Provisions

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

amount of the obligation.

Provisions are measured at the best estimate of the
consideration required to settle the present obligation
at the end of the reporting period, taking into account
the risks and uncertainties surrounding the obligation.
When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where

the effect of the time value of money is material).

Income tax

Income tax comprises current and deferred tax.

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

in which the Group operates.

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

purposes.
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2.3 SIGNIFICANT ACCOUNTING POLICIES 23 BEREETHEEK (8)
(continued)

Income tax (continued) FRie®i (&)
PR B R AR
BEE L TERES -

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from the
initial recognition of goodwill or an asset or
liability in a transaction that is not a business
combination and, at the time of the transaction,
affects neither the accounting profit nor taxable
profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the temporary
differences can be controlled and it is probable
that the temporary differences will not reverse in
the foreseeable future.
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of unused tax credits and unused tax losses can be BRI

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, the carryforward

utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from
the initial recognition of an asset or liability in
a transaction that is not a business combination
and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or
loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future.
and taxable profit will be available against which
the temporary differences can be utilised.
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For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised
deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that
it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based
on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting
period.

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they
relate to income taxes levied by the same taxation
authority on either (i) the same taxable entity; or
(ii) different taxable entities which intend either
to settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets
are expected to be settled or recovered.

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

For leasing transactions in which the tax deductions
are attributable to the lease liabilities, the Group
applies HKAS 12 Income Taxes requirements to right-
of-use assets and lease liabilities separately. Temporary
differences relating to right-of-use assets and lease
liabilities are not recognised at initial recognition and
over the lease terms due to application of the initial
recognition exemption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERGETHEK (E)

(continued)

Income tax (continued)

Current and deferred tax are recognised in profit
or loss, except when they relate to items that are
recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income
or directly in equity respectively. Where current tax or
deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the
accounting for the business combination.

Revenue recognition

Revenue is recognised to depict the transfer of
promised goods or services to customers in an amount
that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or
services. Specifically, the Group uses a 5-step approach
to revenue recognition:

. Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in
the contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract

o Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

The Group recognised revenue when (or as) a
performance obligation is satisfied, i.e. when “control”
of the goods or services underlying the particular
performance obligation is transferred to customers.

A performance obligation represents a good or service
(or a bundle of goods or services) that is distinct or a
series of distinct goods or services that are substantially
same.
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2.3 SIGNIFICANT ACCOUNTING POLICIES 2.3 EREFBER (&)
(continued)
Revenue recognition (continued) W iR (48)
Control is transferred over time and revenue is ZH|EEERENEEMER - RR
recognised over time by reference to the progress EUATHEAR-IHEFE  AIZREZTE2HE
towards complete satisfaction of the relevant MR RE A & A 2 2R R e o
performance obligation if one of the following criteria
is met:
e The customer simultaneously receives and e HPRAKEWEBEEASEEER

consumes the benefits provided by the Group's FrRTRR LA R &

performance as the Group performs;

e The Group's performance creates and enhances s AEEMENAIZEIWIER —ER
an asset that the customer controls as the asset is & B A I 38 58 B | B P 4
created and enhanced; or HEE 5 3K

e The Group’'s performance does not create an s AEEMBHTEREZHAEEH
asset with an alternative use to the Group and BEERBENEE  MAKEHR
the Group has an enforceable right to payment 25 B K R A A B A oA fl
for performance completed to date. TR E SRS FAER o

Otherwise, revenue is recognised at a point in time TR W AR ES SR kAR

when the customer obtains control of the distinct 75 B9 12 1) B IRy ] B T DATERR ©

goods or services.

Revenue is measured based on the consideration Wk DR EE PRI 8E R FTE] A &Y
specified in a contract with a customer, excludes REFE  TEERKRE=ZFKEIN2
amounts collected on behalf of third parties, discounts BHoMERHEHERERIE -

and sales related taxes.
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2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERGETHEK (E)

(continued)
Revenue recognition (continued)
Contract liabilities

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the

Group has received consideration from the customer.
The Group recognised revenue from sales of goods.

Sales of goods

Revenue from sales of goods is recognised at the
point when the control of the goods is transferred to
the customers, generally on delivery of the goods and

acknowledged by the customers.

The Group typical receives a deposit on acceptance of
sale order, giving rise to a contract liability until the

customer obtains control of the goods.

Employee benefits
Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts on a calendar year
basis. Under certain circumstances, such leave which
remains untaken at the end of the reporting period
is permitted to be carried forward and utilised by the
respective employees in the following year. An accrual
is made at the end of the reporting period for the
expected future cost of such paid leave earned during

the year by the employees and carried forward.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Employee benefits (continued)
Pension schemes and other retirement benefits

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme in Hong
Kong. Contributions are made based on a percentage
of the employees’ basic salaries and are charged
to the consolidated statement of profit or loss as
they become payable in accordance with the rules
of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in
an independently administered fund. The Group’s
contributions vest fully with the employees when

contributed into the MPF Scheme.

The employees of the Company’s subsidiaries which
operate in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a certain percentage of their payroll costs
to the central pension scheme. The contributions are
charged to the consolidated statement of profit or loss
as they become payable in accordance with the rules of

the central pension scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leasing

Accounting policy applicable on or after 1 April
2019

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), less any lease incentives

receivable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leasing (continued)

Accounting policy applicable on or after 1 April

23 ERXREFTHE (E)

HE (&)

RZFE—NFOAA—HEZEEH

2019 (continued) 2B BR (BB)
The Group as lessee (continued) KEBEHEABEA (E)
Lease liabilities (continued) HEEE (&)

The lease liability is presented as a separate line in the

consolidated statement of financial position.

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:

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.

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).

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 at the
effective date of modification.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leasing (continued)

Accounting policy applicable on or after 1 April
2019 (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. Whenever the Group incurs an obligation
for costs to dismantle and remove a leased asset,
restore the site on which it is located or restore the
underlying asset to the condition required by the terms
and conditions of the lease, provision is recognised
and measured under HKAS 37 Provision, Contingent
Liabilities and Contingent Assets. The costs are
included in the related right-of-use asset, unless those

costs are incurred to produce inventories.

Except for the right-of-use assets classified as
investment properties and measured under fair value
model, 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. The
depreciation starts at the commencement date of the

lease.

The Group presents right-of-use assets that do not
meet the definition of investment property as a
separate line item in the consolidated statement of
financial position. The right-of-use assets that meet the
definition of investment property are presented within

“investment properties”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leasing (continued)

Accounting policy applicable on or after 1 April
2019 (continued)

The Group as lessee (continued)

Right-of-use assets (continued)

The Group applies HKAS 36 to determine whether a
right-of-use asset is impaired and accounts for any

identified impairment loss.

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.

For a lease modification that is not accounted for a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised

discount rate at the effective date of the modification.
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2.3 SIGNIFICANT ACCOUNTING POLICIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SR BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

23 BEREETHEEK (8)

(continued)
Leasing (continued)

Accounting policy applicable prior to 1 April 2019

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are

classified as operating leases.

The Group as lessee

Assets held under finance leases are recognised as
assets of the Group at their fair value at the inception
of the lease or, if lower, at the present value of the
minimum lease payments. The corresponding liability to
the lessor is included in the consolidated statement of

financial position as a finance lease obligation.

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

policy below).

Operating lease payments, including the cost of
acquiring land held under operating leases, are
recognised as an expense on a straight-line basis over

the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERSETHEEK(E)

(continued)

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the
Group’s operations. Employees (including directors) of
the Group receive remuneration in the form of share-
based payments, whereby employees render services
as consideration for equity instruments (“equity-settled

transactions”).

The cost of equity-settled transactions with employees
for grants is measured by reference to the fair value at

the date at which they are granted.

The cost of equity-settled transactions is recognised
in employee benefit expense, together with a
corresponding increase in equity, over the period in
which the performance and/or service conditions are
fulfilled. The cumulative expense recognised for equity-
settled transactions at the end of each reporting
period until the vesting date reflects the extent to
which the vesting period has expired and the Group's
best estimate of the number of equity instruments
that will ultimately vest. The charge or credit to the
statement of profit or loss for a period represents the
movement in the cumulative expense recognised as at

the beginning and end of that period.

PARSAD 15 3K

$@ﬁ&ﬁ%%%%%%ﬁ@&%%ﬁ
AEEEEZRUELERNAERS
HE AEERE (BRESE) UERMHH
FOT WA - U B 8 WU
TRAERREFRERBHONRE ([LA%E
BEZRF]) -

i EEESETURERGEE XS5
BRA - BD2EEEESNEEERNA
ABEME -

IS ERE 2 R 5 R A E RS MAR
Eﬁﬂﬂﬁ* R K 5 AR 16k A )
FMAEREEBNASPHER NEmE
HREEREAMES LR ERER
ZRGAERNRAER  RREBEH
EEmNEERAEEREZRK SRR
MARA T AR B MREME - RERB
RIPNEES R R AZRE - KRR
HYIRHRZOEARAERNES -

—z-z55% MUP S EEWERER D A




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 23 ERGETHEK (E)

(continued)

Share-based payments (continued)

Service and non-market performance conditions are
not taken into account when determining the grant
date fair value of awards, but the likelihood of the
conditions being met is assessed as part of the Group's
best estimate of the number of equity instruments that
will ultimately vest. Market performance conditions
are reflected within the grant date fair value. Any
other conditions attached to an award, but without
an associated service requirement, are considered to
be non-vesting conditions. Non-vesting conditions are
reflected in the fair value of an award and lead to an
immediate expensing of an award unless there are also

service and/or performance conditions.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e.
assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. The
capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use
or sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs
are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of

funds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES 2.3 EREFBER (&)
(continued)
Foreign currencies HNEE
Each entity in the Group determines its own functional AEBSERAEETSANTEE
currency and items included in the financial statements MR E %/\ﬁ&#ﬁﬁﬁﬁﬁkﬂ’]ﬁ B Al
of each entity are measured using that functional Az EBE - NEEERBAMERG
currency. Foreign currency transactions recorded by HINER SR FERR S B BB ITR 48
the entities in the Group are initially recorded using B EER AR - UINBEENE
their respective functional currency at the rates of BEERABEHONUREHRNINERE
exchanges prevailing at the dates of the transactions. EXBmE HEENMESBEAEES
Monetary assets and liabilities denominated in foreign LETERB=RER -

currencies are translated at the functional currency
rates of exchange ruling at the end of the reporting
period. Differences arising on settlement or translation
of monetary items are recognised in the statement of

profit or loss.

Non-monetary items carried at fair value that are BARBEINRNRAIINETEZ IEE
denominated in foreign currencies are retranslated at EHEHEAARBEEEBHZERER
the rates prevailing at the date when the fair value was EHRE o BINEBAIRANFECIEE
determined. Non-monetary items that are measured in IR HAENRE

terms of historical cost in a foreign currency are not

retranslated.

The functional currencies of certain subsidiaries are ETHBRARNINEEELIFET - B
currencies other than the Hong Kong dollar. As at the HREHR REERNEEHRABYIR
end of the reporting period, the assets and liabilities MERRBITNERBMERAE T - Mk
of these entities are translated into Hong Kong dollars EEENERRAUERFATHEERRE
at the exchange rates prevailing at the end of the RET EMELARELZERAME
reporting period and their statements of profit or loss H W AR REINER B 18 Ret o
are translated into Hong Kong dollars at the average REEEIINEEE - BZIBEINEFEH
exchange rates for the year. The resulting exchange ZEMEEBABDES BT AR
differences are recognised in other comprehensive A o

income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to
that particular foreign operation is recognised in the

consolidated statement of profit or loss.

—z-z55% MUY S EEEWMERER D A




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

2.3 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies (continued)

For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into Hong
Kong dollars at the average exchange rates for the

year.

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 2.3, the directors of the
Company are required to make judgements, estimates
and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that
are considered to be relevant. Actual results may differ

from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision

affects both current and future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Critical judgement in applying accounting
policies

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

in the consolidated financial statements.

Going concern consideration

The assessment of the going concern assumption
involves making judgements by the directors of the
Company, at a particular point of time, about the
future outcome of events and conditions which are
inherently uncertain. The directors of the Company
believe that the Group will have sufficient cash
resources to satisfy its future working capital and other
financing requirements in the coming twelve-month
period from 31 March 2020 after taking into the

considerations as detailed in note 2.1.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty

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

Provision for inventories

Provision for inventories is made based on the current
market conditions, historical experience of selling
merchandise of similar nature and estimated net
realisable value of inventories. The assessment of the
provision amount requires management’s estimates
and judgements. Where the actual outcome or
expectation in the future is different from the original
estimate, such differences will impact the carrying
value of inventories and the provision amount in the
period in which such estimate has been changed. As
at 31 March 2020, the carrying amount of inventories
was HK$355,605,000 (2019: HK$1,028,129,000).

Impairment allowance of trade, bills and other
receivables

The impairment provisions for trade, bills and other
receivables are based on assumptions about ECL. The
Group uses judgement in making these assumptions
and selecting the inputs to the impairment calculation,
bases on the number of days that an individual
receivable is outstanding as well as the Group's
historical experience and forward-looking information
at the end of the reporting period. Changes in these
assumptions and estimates could materially affect the
result of the assessment and it may be necessary to
make additional impairment charge to the consolidated
statement of profit or loss. As at 31 March 2020, the
carrying amounts of trade and bills receivables and
other receivables were approximately HK$93,387,000
and HK$37,551,000, net of impairment allowance
of approximately HK$229,237,000 and HK$698,000
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

Impairment on property, plant and equipment
and right-of-use assets

In considering the impairment losses that may be
required for certain property, plant and equipment
and right-of-use assets, recoverable amount of these
assets needs to be determined. The recoverable
amount is the greater of the fair value less costs of
disposal and the value in use. In determining the value
in use, expected cash flows generated by these assets
are discounted to their present value, which requires
significant judgement relating to items such as level
of revenue, amount of operating costs and discount
rate. The Group uses all readily available information
in determining an amount that is reasonable
approximation of recoverable amount, including
estimates based on reasonable and supportable
assumptions and projections of items such as revenue
and operating costs. As at 31 March 2020, the carrying
values of property, plant and equipment and right-of-
use assets were approximately HK$14,571,000 (2019:
HK$29,517,000), net of accumulated impairment
loss of approximately HK$6,558,000 (2019: nil) and
HK$53,429,000 (1 April 2019: HK$121,126,000),
net of accumulated impairment loss of approximately
HK$24,045,000 (2019: nil) respectively.

—=EF =

A w2l R (5t T A B
EZEERR(E)

A TR R T2 RR (8)

WE BERREAREHFESE
Z I 1E

RERETME  BWERFEHAKRER
REERRERIEL 2 REEBER - A8
FUEEEZAIKREIGE - JKESE
REARBEREEKRAEAEHER
hReE BEAFAEER  UHEE
ERHELECREeREENRAER
B EHRERKEKTE CEXNASEE
IARBEIREEH B EHBEAHE - A&
BrETI e EzABHMOSE
W e2FA KRS ZER &
REIEREBE NS REERAFER 2
EERREBEIF BRI RBAELZ
BF - RZTZTF=A=+—8"'9
¥ BERREAREAREEZEE
BE5 R4 514,571,0008 T (ZF— A,
F 29,517,000 70) (HBx 2 51 RUEE
18496,558,0008 T (ZZE—NF : &))
LA 53,429,000 7T (ZF — L F M A
—H :121,126,000% 7T ) ($0Bk REHRIE
B 18 4924,045,0008 5T (ZF — 1L -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

Impairment of deposits paid to suppliers

The Group assesses whether there are any indicators
of impairment for deposits paid to the suppliers at
the end of each reporting period. Deposits paid to
suppliers are tested for impairment when there are
indicators that the amounts may not be recoverable.
Determining whether the deposit is impaired requires
an estimation of the recoverable amount. In assessing
the recoverability, the Group has considered the value
of the collaterals (if any), the business relationship with
the suppliers and the background and creditworthiness
of the suppliers. Where the actual recoverable
amount is less than expected, additional impairment
loss may arise. As at 31 March 2020, the carrying
amount of such deposit is HK$453,478,000 (2019:
HK$935,662,000) net of accumulated impairment loss
of approximately HK$21,004,000 (2019: nil).

Provision for litigation

The Group is subject to litigation claims from various
customers and suppliers in the ordinary course of the
business. In determining the provision for litigation
claims, management made an assessment based on its
best estimate and judgement of whether it is probable
that an outflow of resources will be required to settle
the claims, and, if applicable, the final amount of the
settlements. Management considers in its assessment
information about the nature and status of the claims
and other factors, such as the past experience in similar
situation, relevant case outcome in recent years, and
practice of particular jurisdictions where the litigation
was brought against the Group and court decision
in previous trial. Where the actual amounts to settle
the obligation are more or less than expected, a
further provision or reversal may arise. The provisions

recognised during the year are set out in note 38.

3,

A w3l R (=T T A B
EZEERR(E)

At TR R Z T 2R (&)
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AEBERGERERARTHE REER
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AT E KR - REBE EFRER D
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REEENESRRES - WERTKD
SRENTEE - BIF] gL E £ B INREE
B-R-_TE_THE=ZA=+—8 " %%
R BRE 1B 5453,478,000/ L (=T —Hh
4 : 935,662,000/ 7T) © Mk R5HRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

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 liquor 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 results before tax. The adjusted
results before tax is measured consistently with the
Group's loss before tax except that interest income,
other gains and finance costs are excluded from such

measurement.

4.

2B

() KEARKRBRY  BEI1573%
FIA3ER - BEMNFABER 5
JBS55E R 5 LA R RS BB
RHEFRY| - Z2BRY] - HEBEK
FBRH (DA &

(i) AR R E S R A (T
FEREM]) -

BEEERASESELEN R 2EE
EL BB AR BT A D FFRE R
RE - DEERRERBEARE D EEE
(BNETERLBENRBAER) MaFE
RPBOBRRATRENFTE T A EARE
R B AT EENFE A ER 20
MEBWA -~ izt R E KR AT IR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

OPERATING SEGMENT INFORMATION

(continued)
Year ended 31 March 2020

resHEas (&

—E-EFE=-A=1+—HLEE

Sugar,
cigarettes
Liquors and others Total
wBE
i REAM &5
HK$'000 HK$'000 HK$'000
FET FHET FHET
Segment revenue: I
Sales to external customers HERINERFE 1,627,366 3,611 1,630,977
Foreign exchange difference, net GNEE S b, 2= KA
(F&) (671) = (671)
Changes in fair value of financial LEREALEE
assets at FVTPL Rz S MEE
ZAREBEEY 17,192 - 17,192
Dividend income from financial BEEFZBRALBE
assets at FVTPL PRz S MBEE
Z BB WA 2,130 - 2,130
Total At 1,646,017 3,611 1,649,628
Segment results DEEE (63,527) 705 (62,822)
Reconciliation: HEE -
Interest income FEWA 1,773
Other gains H by 2 980
Finance cost Bl & AR AN (109,991)
Loss before tax bR A &R (170,060)
Other segment information: HihpHEHR :
Depreciation of property, plant and ¥ % - /= &5 &
equipment ZIE 6,810 6 6,816
Depreciation of right-of-use assets FRHEEERE 25,142 — 25,142
Loss from impairment of trade and  JEUWE 5 KB &
bills receivables ZRRBERE 51,043 - 51,043
Loss from impairment of TE SRIE R H A
prepayments and other receivables  fEUFRIA 2
VRN SRl 22,515 - 22,515
Loss from impairment of property, Y - BB MERE
plant and equipment ZOREEE 6,558 = 6,558
Loss from impairment of right-of-use {5 FA# & & 2 # (&
assets B8 24,045 - 24,045
Provision for inventories in respect of 7 8 MU & 7] & I8
write-down to net realisable value  E{E 2 F & EE 18,204 = 18,204
Gain on disposal of property, plant HEYE  BE K&
and equipment X W s (18) = (18)
Loss on written off of property, plant #3472 « WE &
and equipment R B8 5,932 = 5,932
Addition to non-current assets* ERBEEZANE* 6,068 - 6,068
* Addition to non-current assets consist of additions to @ IRNBEELAECREYME BE K

items of property, plant and equipment.

REEE ZHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

4. OPERATING SEGMENT INFORMATION 4. BEDEEFR (F)
(continued)
Year ended 31 March 2019 —E-NAF=ZA=+—HLEFE
Sugar,
cigarettes
Liquors and others Total
- BER
i H =)
HK$'000 HK$'000 HK$'000
FHET FHET FHT
Segment revenue: a1
Sales to external customers HERINBEF 1,554,865 150,020 1,704,885
Foreign exchange gains, net NS H EHE (R ER) 298 = 298
Changes in fair value of FVTPL BEREANEE
IR ERMEEL
ARBEEZD 68,512 = 68,512
Dividend income from FVTPL REREAREE
R ERMEEZ
R EHA 2,387 - 2,387
Total 4Bst 1,626,062 150,020 1,776,082
Segment results PHERE (23,575) (20,357) (43,932)
Reconciliation: I
Interest income B U A 524
Other gains =g 764
Finance costs &R A (108,197)
Loss before tax B % A B 18 (150,841)
Other segment information: HibpHEH
Depreciation e 8,075 2 8,077
Loss from impairment of trade receivables EUWE FIE 2
HEEE 2,908 = 2,908
Reversal of impairment allowance of B8 1 FRI8 R A fE
prepayments and other receivables WOk IE 2 R (B B (8,179) - (8,179)
Provision for inventories in respect of BRRRE ] #IR
write-down to net realisable value FEZFEERE 16,442 = 16,442
Addition to non-current assets* ERDEERE* 17,894 = 17,894
* Addition to non-current assets consists of additions to o RBEEREBRYE BEMK
items of property, plant and equipment. HEEZARE -

—z-z55% MUB) RESEEEZRERAA




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

4. OPERATING SEGMENT INFORMATION 4, RBEQIER (HF)
(continued)
Geographical information Hh = & R

Mainland Hong Kong

China and others Total
e PN EBRHEM |5t
HK$'000 HK$'000 HK$'000
FET FHET FETT
Year ended 31 March 2020 “EB-EH=R=+—H
LEFEE
Revenue from external customers* 3 E N EFR B 2 Uk 1,287,256 343,721 1,630,977
Non-current assets** FRBEE* 49,153 27,147 76,300
Year ended 31 March 2019 —EZ-hF=A=+—H
HFE
Revenue from external customers* KRB INEEF 2 W+ 1,220,017 484,868 1,704,885
Non-current assets** FERMBEE* 29,097 8,720 37,817
* The revenue information is based on the locations of @ WK ERLERER TS
the customers.
**  The non-current assets information is based on > ERBEEMNENERBEEMTH
the locations of the assets and excludes financial meL  EFT AR ITARE
instruments and deferred tax assets. EFRIBEEE ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

OPERATING SEGMENT INFORMATION 4, EEHIMER (8)

(continued)
Information about major customers

Revenue from major customers contributing to 10% or

more of the Group’s revenue is set out below:

Operating segment

reE o

BRETEEFHNER
EAREBILEE10% K L2 EER S
EHFIMT

2020 2019
—ECEHF —E-NF
HK$'000 HK$'000
FET FET

Customer A*

B R

Customer B**

Liquors segment

B 5> &h

Liquors segment and Sugar, cigarettes and

BRE T others segment
WD ERA R NE - BIE R E A D B
Customer C Liquors segment and Sugar, cigarettes and
PR others segment
B ERARNE - BIEREM D B
* Revenue from Customer A for the year ended 31 March R

2019 was individually less than 10% of the Group’s
revenue for that year.

**  Revenue from Customer B including sales to two R

entities which are known to be under common control

of one major customer.

490,273 N/A A~ 38

307,697 457,780

250,359 326,244

BE _ZT-NF=ZA=+—RHLFE
KEEPFNKRSEETREARE
ZEEWREDR10% o

RERFZHWaE B R M EE
HE MEREBBEIRE—BEE
BEPR—EHZT -

—z-z55% WM REEEZRAERAT




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AU BRRME

For the year ended 31 March 2020 —ZE=-FF=A=+—HIFE

REVENUE AND OTHER INCOME, GAINS 9

AND LOSSES

Revenue represents the net invoiced value of goods

sold, after allowances for returns and trade discounts.

Wk B A - s K EE

WRIEEREREHEELRESITINERN
EEMEZFEE-

Revenue from contracts with customers is recognised

at a point in time.

E}E‘/\Z’JW EBAH‘IFﬁgﬁﬁEWL °

2020 2019
—BEBF —hEF
HK$’000 HK$'000
THERT FHET
Revenue Wz
Disaggregated by types of goods B an 28 5l 77 77
Sales of liquor products SHEHE M@ 1,627,366 1,554,865
Sales of sugar, cigarettes and daily HEMR FEKLBBAm
necessities 3,611 150,020
Total revenue from contracts with BREBY B ®E %L
customers within the scope of HKFRS 15 55 155% 5 [& A &Y
BEPARWKEAR 1,630,977 1,704,885
Disaggregated by geographical location of &% F#FE 7 & 73 #r
customers
Mainland China B KB 1,287,256 1,220,017
Hong Kong and others BB R EAM 343,721 484,868
Total revenue from contracts with BREBT B ®E %L
customers within the scope of HKFRS 15 S 155R &1 E A HY
EPARkmEARE 1,630,977 1,704,885
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

REVENUE AND OTHER INCOME, GAINS 5. WmRHEMEA - WmREE
AND LOSSES (continued) (%&)
2020 2019
—B-BF —E-NF
HK$'000 HK$'000
THET FHET
Other income, gains and losses Hg A - WEREE
Bank interest income RITH B UA 1,773 524
Dividend income from financial asset at & BFIR AL EBESIEZ
FVTPL TREEZBRBWA 2,130 2,387
Changes in fair value of financial assets & z51R A 1 BESIEZ
at FVTPL ERMEEZIAEBESE 17,192 68,512
Foreign exchange difference, net SN N =88 OFF) (671) 298
Gain on early termination of lease RATRIEHRES 2 W=
contracts 150 =
Gain on disposal of property, plant and HEWE « HERBES
equipment Wz 18 -
Others Hh 980 764
21,572 72,485
FINANCE COSTS 6. BB
2020 2019
—BRoRF _—ZTNF
HK$'000 HK$'000
THERT FHET
Interest on bank and other loans BT REMERZFE 11,115 8,353
Interest on bond payables ERES 2 FE 93,295 99,844
Interest on lease liabilities HEAEBEZHNE 5,581 -
109,991 108,197

—R-REER REEBEBEZERER 2 A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SR BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

LOSS BEFORE TAX

The Group's loss before tax is arrived at after charging/

7. BREBAIEE

AEBENBRTABEENR, (GTA)

(crediting):
2020 2019
—E-EF —ZT-hF
Notes HK$’000 HK$'000
Bt 5 FET FAT
Loss from impairment of trade FEWE 5518 2 REEE*
receivables* 18 51,043 2,908
Loss from impairment/(reversal  FE/5 3K 38 K2 B b fE Ut
of impairment allowance) RBZRBEEE
of prepayments and other (BBl (B #E 1) *
receivables* 19 22,515 (8,179)
Loss from impairment of Y% BB M&EZ
property, plant and equipment* (& &8 * 13 6,558 =
Lo;s from impairment of A E Y RAEER
right-of-use assets* 14 24,045 =
104,161 (5,271)
Cost of inventories sold** BEEFERA** 1,301,988 1,455,182
Depreciation of property, plant ¥ %¥ - E R XRB 2T E
and equipment 13 6,816 8,077
Depreciation of right-of-use EREEE CTE
assets*** 25,142 -
Operating leases payments BAGIEAFE175%
under HKAS 17*** AT EERE R ** N/A 8,124
Gain on disposal of property, TEYWE MEMIEZ
plant and equipment & (18) -
Loss from written off of property, M3 - WE K BRE 2
plant and equipment &8 5,932 -
Provision for inventories in BN E ] #IRFE
respect of write-down to net FERE
realisable value** 18,204 16,442
Auditor’s remuneration 1% 2 A B 2,080 2,400
Employee benefit expense EERBNER (BRES
(including directors’ Bl *** (#/778)) :
remuneration*** (note 8)):
— Wages, salaries, allowances and — L& « ¥4 - 2B &
benefits in kind BN = 97,906 100,919
— Pension scheme contributions — — iR K48 A1l 5+ 21 it % 9,521 8,769
— Equity-settled share option —DEREE BREER
expense 2,286 5,208
109,713 114,896
Foreign exchange difference, net SMNEE 3, Z %8 (F%8) 671 (298)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

LOSS BEFORE TAX (continued) 7.

* Included in
impairment, net”.

“(Loss from impairment)/reversal of

L Included in “Cost of sales”.

***  The employee benefit expense (including directors’
remuneration) includes housing benefit with aggregate
amount of HK$11,375,000 (2019: HK$10,077,000),
of which HK$10,537,000 represent rental expenses
for short-term leases as disclosed in note 14 and
approximately HK$838,000 represent depreciation of
right-of-use assets disclosed above.

At 31 March 2020, the Group had no forfeited
contributions available to reduce its contribution to the

pension schemes in future years (2019: Nil).

BRI ATET 18 (1)
* FATCREEBER) BREBE CE
)] o

> FETATHEERAK] -

»x EBRNER(BEEEHe) 218
% /&11,375,0008 0 (Z T — & :
10,077,000 L) M EERF - & F
10,537,000 TR X EHHEEZHE
M X (20 B 3E14F7 3% 58) K& £9838,000
BITREREAEEEZNE (BERLEX
B -

R-ZE_TE=-_A=1+—H AKEY
82U A AR IR AR R F 2 2 R

KEFEEER(—T—NF : 8) -

DIRECTORS’ REMUNERATION 8. EEM=
Directors’ remuneration for the year, disclosed BIEEMRA - HAERRHEHIZE383(1)
pursuant to the Listing Rules, section 383(1)(a), (b), (c) (@ (b)) (QRMEARRAF (FEES
and (f) of the Hong Kong Companies Ordinance and FzmER) BOIE2HBEEAFECLES
Part 2 of the Companies (Disclosure of Information e T
about Benefits of Directors) Regulation, is as follows:
2020 2019
HK$'000 HK$'000
FET T T
Fees we 1,763 1,980
Other emoluments: ﬁﬁ@@ﬂ@ :
Salaries, allowances and benefits in kind EB KRB S 22,286 24,476
Pension scheme contributions L17IKT~E7F|JE+¥UT#?>'K 145 200
Equity-settled share option expense NE=EE ERESR 97 403
22,528 25,079
24,291 27,059

REEBERAER2A



8.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

DIRECTORS’ REMUNERATION (continued)

In prior years, certain directors were granted share
options, in respect of their services to the Group, under
the share option scheme of the Company, further
details of which are set out in note 29. The fair value
of such options, which has been recognised in the
statement of profit or loss over the vesting period, was
determined as at the date of grant and the amount
included in the financial statements for the current
year is included in the above directors’ remuneration

disclosures.

(@) Independent non-executive directors

8.

EEME (8)
RUEFE ETEFHEENASHE
Rt RBG M RE AR E 2 BARESTE
ERBRE £ TFBERME29 -
ZEBREZAAEBE(EREBHA
EEmRBER)ENARLEBHEE
RAFEAAMBRRZEBEBEE
EXZEEMEHE -
(a) BIUFERITES
Equity-settled
share option Total
Fees expense remuneration
UREREEZ
e BREER (AL
HK$'000 HK$'000 HK$'000
THERT THAT THERT

2020 —E-EF
Hung Sui Kwan 3t I 3
Ma Lishan - RvAll

Lee Kwok Keung Edward Z 58

360 20 380
360 10 370
360 10 370
1,080 40 1,120
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

8. DIRECTORS’ REMUNERATION (continued) 8. EBEE=E 4 (&)

(a) Independent non-executive directors (a) BYIFHITES(B)
(Continued)

Equity-settled

share option Total
Fees expense  remuneration
NEmEE
e BREER B < 4858
HK$'000 HK$'000 HK$'000
FH&T FHT FHT
2019 —EF-NEF
Hung Sui Kwan 3t T e 360 44 404
Ma Lishan B 360 22 382
Lee Kwok Keung Edward FE oA 360 22 382
1,080 88 1,168
There were no other emoluments payable to the FRAWEEMNBLIERITES 2
independent non-executive directors during the Hf e (ZE—hE : &) o

year (2019: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

DIRECTORS’ REMUNERATION (continued)

8. EEME (&)

(b) Executive directors and non-executive (b) HITESENIERITES
directors
Salaries, Equity-
allowances Pension settled
and benefits scheme share option Total
Fees in kind contributions expense remuneration
e 28 BHRERN NEREEZ
e REWNE TRt BREER Weawm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TER TET TET Thx
2020 k-t 22
Executive directors: HIES
Liang Guoxing (note (a)) 2EE (f15a) - 20,520 18 - 20,538
Yan Jun (note (b)) Bi& (M) - 815 55 7 877
Chen Xiaoxu BRI R - 951 n 20 1,043
- 22,286 145 21 22,458
Non-executive directors: FHTESE:
Wu Jie Si RER 430 - - 20 500
Chen Sing Hung Johnny (note (c))  FREE% (4/72(c) 203 - - 10 213
683 - - 30 713
683 22,286 145 57 23,171
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —ZE=-ZF=FH=+—HIFE

DIRECTORS’ REMUNERATION (continued) 8. EEM4£ (&)

(b) Executive directors and non-executive (b) MITESRIIERNTTESE (B)
directors (Continued)

Salaries, Equity-
allowances Pension settled
and benefits scheme  share option Total
Fees inkind  contributions expense  remuneration

FooRE RMBN NERERZ
e REWNE  HEEX  BRESRR  HeeR
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
T TEL TEL T BT

2019 “E-NE
Executive directors: HIES:
Liang Guoxing (note (a)) 2EE (f:2(3) - 22,422 18 - 22,440
Yan Jun (note (b)) BIEHHDb) = 1,160 89 205 1,454
Chen Xiaoxu (=g - 894 93 44 1,031
- 24,476 200 249 24,925
Non-executive directors: ERITEE:
Wu Jie Si RER 480 - - 44 524
Chen Sing Hung Johnny PRELS (M3t (c)
(note (c)) 420 - - 22 442
900 - - 66 966
900 24,476 200 315 25,891

—z-zs5% QRP) REEBEEZRAER QT




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

DIRECTORS’ REMUNERATION (continued)

Notes:

(a)

Mr. Liang has been appointed as the chief executive
officer on 1 January 2020. The remuneration of Mr.
Liang for the year ended 31 March 2020 included a
housing benefit with aggregate rental of HK$9,000,000
(2019: HK$9,000,000) in respect of short-term leases of
staff quarter provided to Mr. Liang.

Mr. Yan Jun has resigned as an executive director
and the chief executive officer with effect from 31
December 2019. A total of 13,000,000 unvested share
options granted to him were therefore lapsed on the
same date and approximately HK$1,364,000 of share
option expenses were reversed during the year ended
31 March 2020 but not reflected in his remuneration
stated in the table above.

Mr. Chen has retired as a non-executive director on 25
September 2019.

There was no arrangement under which a director

waived or agreed to waive any remuneration during

the year.

8.

=EEZMWE (&

Bt -

(a)

REER_ZS_TF—F—HEZ
EFAITHREE RAEBEE_T=F
F=ZA=1+—BLFENNERES
AR LERHEEIFEZRHEE
K€ A 9,000,000 T (ZZE— A
£ 19,000,000 L) 2B = #EA ©

BEXAEEBH-ZE—NLE+A
=+t BRBAEHITE S KT
BReH A mEREOE R
13,000,00010 K B K FE IR #E B R A
B skik - 491,364,00058 7T K 3 A%
BERAERBE-TE_TEF=A=1—
AlEFEERER B RRBRERE
B A I

REEER-F-NFAA=-+AR
REFHNTES -

FRAYBEZNEXRBREEMAME
H 2 B o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

FIVE HIGHEST PAID EMPLOYEES 9. hfukSHMNES
The five highest paid employees during the year FRNENESHFHNNEERERSA (=
included two directors (2019: three directors), details E-NE:=ZR)EF BEOMeF
of whose remuneration are set out in note 8 above. BERN EXMFES - FRH T =R (ZF
Details of the remuneration for the year of the —NF WMB)FESHESFHEENH
remaining three (2019: two) non-directors, highest TRBOT :
paid employees are as follows:
2020 2019
—E-SHE —T-hF
HK$’000 HK$'000
TER FHET
Salaries, allowances and benefits in kind e RBREYHZE 5,054 1,733
Pension scheme contributions RRTEFIET B R 160 186
Equity-settled share option expense NREREE 2 BREER 594 263
5,808 2,182
The remaining three (2019: two) non-director, highest FMBRA TEJINESR =2 (=
paid employees whose remuneration fell within the —NEF -MB)IEEHRSFEEDT
following bands is as follows:
Number of employees
BEAH
2020 2019
—2-%F —E-NF
HK$'000 HK$'000
FTER TAT
HK$1,000,001 to HK$1,500,000 1,000,001 70 21,500,000/ 7T 2 2
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T 22,000,000 7T - -
HK$2,000,001 to HK$2,500,000 2,000,001 722,500,000/ 7T - -
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T £3,000,0007% 7T - =
HK$3,000,001 to HK$3,500,000 3,000,001/ 7 23,500,000/ 7T 1 =
3 2

—=EF =

s2rsh QR R ESEEZKR AR A A
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10.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

FIVE HIGHEST PAID EMPLOYEES 9. hfumSHMNESR (&)
(continued)
In prior years, share options were granted to the three RUEFEE ZRZFEER=FHEER
non-directors, highest paid employees in respect of 1% 5 (A AN &2 B 42 it 2 AR 755 i 2 4% BB Ak
their services to the Group, further details of which B E—THFBEEHNWE29 - ZFBER
are set out in note 29. The fair value of such options, BzAREBEEEREBHATERR
which has been recognised in the statement of profit BRIERKLEABEE  MRAEFE
or loss over the vesting period, was determined as ANMBHRERZEEEBREELX 23
at the date of grant and the amount included in EEZRaFEEMNEES -
the financial statements for the year is included in
the above non-director, highest paid employees’
remuneration disclosures.
During the year, no emoluments were paid by FAAEBYEAWIIFARREEL
the Group to any of the above three highest paid AL =F&aFEEXNME - 1F
employees who are not a director of the Company as BMAREEIR AR EER 2 &8
an inducement to join or upon joining the Group or as IEEHAEE(ZE—NF | o
compensation for loss of office (2019: Nil).
INCOME TAX 10. FTBHL
During the current year, no provision for Hong RAFE BRASEEHEERTF
Kong profits tax was made as there is no assessable B Al EEHEBRNETHEE - ©
profit during the current year. During the year BHEZZ-—NEF=A=1T—HLFE -
ended 31 March 2019, no provision for Hong Kong ERAEEA AN B AEFENTSHH
profits tax was made as the Group had available tax 10 755 5 18 DA 4K 8 AN 5F 5 A AR ) JE AR B A
losses brought forward from prior years to offset B AW EELEETSHREE - ¥
the assessable profits generated. Taxes on profits Hitn B K skt @ ) B R AR B RA &
assessable elsewhere have been calculated at the rates EEEMENBRNANERRAIRITHR
of tax prevailing in the countries or jurisdictions in KT EBIIE -
which the Group operates.
2020 2019
g 32 —E-NF
HK$'000 HK$'000
FET FAT

Over-provision in prior years BEFE 2 BRERME

Hong Kong BB - (30)

PRC o - (4,156)
Total tax credit for the year FABIER R - (4,186)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

10. INCOME TAX (continued) 10. FT18% (&)

A reconciliation of the tax credit applicable to loss

before tax at the applicable statutory rates for the

BERR AR R RE KRB AR A
EERX A EZRENEREZEREFE

countries or jurisdictions in which the Company and B R B A B 1R B A TE A B B PR A K
the majority of its subsidiaries are domiciled to the tax FFEMTIEE AR FIEAT
expense at the effective tax rate is as follows:
2020 2019
ZE-EF —E-NEF
HK$'000 HK$'000
THER FHAT
Loss before tax Bt il B 48 (170,060) (150,841)
Tax at the statutory tax rate BREEMEFENTIEA (28,060) (24,889)
Difference in tax rates enacted WHEREMHHEER
by local authorities (2,929) (8,662)
Expenses not deductible for tax AR IR R B 41,854 23,490
Tax losses not recognised REERB TS E 18 14,383 31,575
Utilisation of tax losses previously BRANAERERNT B EE
not recognised (25,248) (22,690)
Over-provision in prior years BHEBEERE 7 BERE - (4,186)
Others Hi - 1,176
Tax credit at the effective rate RERREATNH AL R - (4,186)

=

=

FER REEBEBEZERER 2 A



11.

12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AU BRRME

For the year ended 31 March 2020 —ZE=-FF=A=+—HIFE

DIVIDENDS

No dividend was paid or proposed during the year
ended 31 March 2020, nor has any dividend been
proposed since the end of the reporting period (2019:

nil).

LOSS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic loss per share amount is
based on the loss for the year attributable to ordinary
equity holders of the Company of HK$173,172,000
(2019: HK$145,782,000),
number of ordinary shares of 2,260,097,946 (2019:
2,266,476,332) in issue during the year.

and the weighted average

For the years ended 31 March 2020 and 31 March
2019, the diluted loss per share is equal to the basic
loss per share as the share options outstanding had an

anti-dilutive effect.

12.

CRE

BE T ZF=-_A=+T—HILFERK
WEB MR ZKE  BREEARA
R EEREMBRE (ZE—NF ) -
RpaEERaEE AEBES
IR E B

BREAEBEESEDNRFALRRA
mEmFA ARG EE173,172,000
BT (ZZE — L& : 145,782,000%
) RFENBEEITER Hﬁﬂ@buﬁéﬂ?iﬁ
2 H2,260,097,946/% (=T — L4 :
2,266,476,332%) 5T &

BE_Z_ZTF=A=+—HAKZZE
—NF=ZA=+—HILFE  SK#HE
EREASNERENERE  RE/KRT
ErBEREEREETE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

13. PROPERTY, PLANT AND EQUIPMENT

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

13. M1% - BMEKRME

Leasehold Furniture Office Motor
improvement  and fixtures equipment vehicles Total
BEnx BRR
%8 AE%E  BAZRE RE CH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL TAT TAT THR TR
31 March 2020 “BR-BFZAZT-A
At 1 April 2019: RZZ-NEMA-A:
Cost RA 49,944 2,195 9,410 23,602 85,151
Accumulated depreciation ZETERAE
and impairment (28,764) (2,120) (7,225) (17,525) (55,634)
Net carrying amount REFE 21,180 75 2,185 6,077 29,517
At 1 April 2019, net of RZZ-NEMA-A "
accumulated depreciation NREGNE 21,180 75 2,185 6,077 29,517
Additions AE 4,556 168 585 759 6,068
Depreciation provided FERTERRE
during the year (4,316) (31) (986) (1,483) (6,816)
Impairment loss recognised in REZEERZHEFE
profit or loss (6,558) - - - (6,558)
Disposal during the year FRRE - - (59) (61) (120)
Written off during the year ERHH (5,932) - - - (5,932)
Exchange realignment ERRZ (1,239) - (108) (241) (1,588)
At 31 March 2020, net of RZE-ZF=A
accumulated depreciation =T-F NREHNE
and impairment RAE 7,691 212 1,617 5,051 14,571
At 31 March 2020: R-E-FE=f=+-H:
Cost RA 44,720 2,363 9,483 23,393 79,959
Accumulated depreciation ZETERAE
and impairment (37,029) (2,151) (7,866) (18,342) (65,388)
Net carrying amount REE 7,691 212 1,617 5,051 14,571

During the year ended 31 March 2020, certain
leasehold improvements of HK$6,558,000 (2019: nil)
were impaired because the related operation had been
making recurring losses.

=

—zx% QKEN

BHE_Z_ZF=-A=1+—HLHFE
HREHAEEEREEEHER &
FHREWEFEETE6,558,000/8 7T (=
T—NF:E)NRE-

REEBERAER2A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

(continued)

13. PROPERTY, PLANT AND EQUIPMENT

13. 1% - BMEKRE (E)

Leasehold Furniture Office Motor
improvement  and fixtures  equipment vehicles Total
HEN%E BRE
%% BEE#E HOZERE "E &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TEL TAT TAR TAL
31 March 2019 —E-A%=A=1+-H
At 1 April 2018: RZE-\EMA—R:
Cost R 37,969 2,195 7,628 23,848 71,640
Accumulated depreciation ZHTE (24,738) (2,089) (6,484) (16,645) (49,956)
Net carrying amount BHFE 13,231 106 1,144 7,203 21,684
At 1 April 2018, net of RZE-\ENA—-R "
accumulated depreciation Nk 2:reE 13,231 106 1,144 7,203 21,684
Additions NE 14,835 — 2,215 844 17,894
Depreciation provided FNERE
during the year (5,444) (31 (1,062) (1,540) (8,077)
Disposal during the year FARE = = (4) = (4)
Exchange realignment EH AR (1,442) - (108) (430) (1,980)
At 31 March 2019, net of RZZE-NE=A
accumulated depreciation =B NBZHNE
and impairment LR{E 21,180 75 2,185 6,077 29,517
At 31 March 2019: RZB-NE=RA=1-R:
Cost R 49,944 2,195 9,410 23,602 85,151
Accumulated depreciation and ZMERRE
impairment (28,764) (2,120) (7,225) (17,525) (55,634)
Net carrying amount BHFE 21,180 75 2,185 6,077 29,517
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

14. RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES

(i)

Right-of-use assets

Upon adoption of HKFRS 16, on 1 April 2019,
the Group recognised right-of-use assets of
approximately HK$121,126,000 in respect of the
office premises, staff quarters and warehouses
(note 2.2). As at 31 March 2020, the aggregate
gross carrying amounts of right-of-use assets
were approximately HK$77,474,000 in respect
of the office premises, staff quarters and
warehouse. The lease terms are generally ranged

from two to ten years.

During the year ended 31 March 2020, the Group
entered into a number of lease agreements for
office premises, staff quarters and warehouses.
The leases contain fixed lease payments during
the contract period. On lease commencement,
the Group recognised right-of-use assets of
approximately HK$23,610,000, which is a non-
cash item in the consolidated statement of cash

flows.

During the year ended 31 March 2020, the
Group early terminated two lease agreements
for an office and a warehouse. The Group
derecognised right-of-use assets of approximately
HK$36,325,000.

4. ERAEEEREEAR
(i) EREEE

RERE AN B REEAE 165
% RZT—NFHWA—H K&
ERBARSHM BIBERA
[ HER L R B A £9121,126,000
BT (MiE2.2) RZZB_TF=
R=+—8 E@MA=ESM - 8
IEEREENGERAEEELS
T BRE E 477,474,000/ T °
HEB—BNF_E+F-

REBE-T-TF=A=+—H1t
FE  AEERPAEHH BT
BERREIVZEBAERE - Z
EHEHFCcRMENEERE
R - REEEME - AEERER
£ FA # & = #923,610,0007% T -
AREHRERERANN—IHEE
WEIER °

RBEZE_Z_ZTF=A=+—H
IEFE - REERAIKZ AR —E
MAER—EAREZMEBHE R
& AEERITERGRAEEED
36,325,000/8 7T °

—R-REER REEBEBEZERER 2 A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

14. RIGHT-OF-USE ASSETS AND LEASE 4. ERAEEEREEEE (&)
LIABILITIES (continued)
During the year ended 31 March 2020, an impairment HE_Z-_TF=-"HA=+—HIFE"
loss of approximately HK$24,045,000 (2019: nil) was AREEEE —EHGEEEEIE -
recognised in respect of the Group's right-of-use HERAEENERAEEERRBL
assets because the related operation had been making 24,045,000 7T (ZE— N4 : ) B9
recurring losses. BEEE -
(i) Lease liabilities iy HE&AE
31/3/2020 1/4/2019
—BERF —ZET-NEF
=A=t+—H mA—H
HK$'000 HK$'000
TAERT FAET
Non-current JERE 56,252 100,825
Current Vi) 25,392 20,301
81,644 121,126
31/3/2020
—B-FF
=HA=t+-—H
HK$'000
FHER
Amounts payable under lease liabilities RIEHEBEENZLEE
Within one year —FR 25,392
After one year but within two years —FIREMFR 14,837
After two years but within five years MEBRERFR 21,772
After five years AFi% 19,643
81,644
Less: Amount due for settlement within 12 months & : 1218 A A EI 81455
(shown under current liabilities) B GERSER) (25,392)
Amount due for settlement after 12 months 1218 A& 2| B 408 2 © 58 56,252
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

14. RIGHT-OF-USE ASSETS AND LEASE

LIABILITIES (continued)

During the year ended 31 March 2020, the Group
entered into a number of new lease agreements
for office premises, staff quarters and warehouse
and recognised lease liabilities of approximately
HK$23,610,000.

During the year ended 31 March 2020, the Group early
terminated two lease agreements for an office and a
warehouse. The Group derecognised lease liabilities of
approximately HK$36,475,000, resulting in a gain of
HK$150,000.

(iii) Amount recognised in profit or loss

14 EFRAREEREERE (&)

RBE_ZT-_ZTF=A=+—HI%F
B AEBERBFAESEHM BEIBEEK
EEIVZHEHEERRTEHREES
f&#923,610,00078 7T °

RBE_ZT-_ZTF=A=+—HI%F
B AEBRREAKLEEE—EHRAE
—ERENMEBERERS - AEEKIE
HRHEE B E%36,475,0008 7T © EA
I %£150,0007 7T °

For the

year ended

31 March

2020

S

:g:%ﬂi

ll:fFE

HK$'000

TERT

(Audited)

(RRER)

Depreciation of right-of-use assets EREEERE 25,142
Impairment loss recognised in respect of FRAEREEEN

right-of-use assets BRI EEE 24,045

Interest expense on lease liabilities HEBENMNEER 5,581

Expense relating to short-term leases REHENHEBEER 18,901

(iv) HAtb

(iv) Others
During the year ended 31 March 2020, the total
cash outflow for leases amount to approximately
HK$45,237,000.

REBE=2-_Z_FTF=A=+—H
WHEFE - %ﬂ S2HERLBENE
45,237,000/ 7T °

—z-z55% QBB FEEMERER D A




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —ZE=-FF=A=+—HIFE

15. INTANGIBLE ASSET 15. BEEE
Club
membership
ZRES
HK$'000
FAT
At 1 April 2018, 31 March 2019, RZZFE-—NFMHA—AH -

and 31 March 2020: “E-NAF=ZA=t+—HK

—E-EF=RA=+—H:

Cost and net carrying amount B K BR TS E 8,300
The Group tests annually whether the intangible AEBESFARTEREEAFH &
asset with an indefinite useful life has suffered any REREBSHBRTMAE - R2F=_F

FERZZE-NF=ZA=+—RHHERAEE

impairment. No impairment is considered necessary at

31 March 2020 and 2019. RIEHRIE °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

16. FINANCIAL ASSETS AT FVTPL 6. KEREAABEIEZER
BE

Details of financial assets at FVTPL are set out as KRESEAREBEIRZEMEE ZF
follows: BEYI T

2020 2019

—ECERF —ET—NF

HK$’000 HK$'000

FET FAT

Unlisted investment fund FELETIREES 112,012 94,820

The investment represents the subscription of
5.56% of an investment fund with original cost of
HK$26,308,000 where the fund has participated in a
share placement exercise initiated by Wuliangye Yibin
Co., Ltd., a listed entity incorporated in PRC engaged
in the manufacturing and trading of liquors in PRC.
As at 31 March 2020, the fair value of the investment
is approximately 6.08% (2019: 3.22%) of the total
assets of the Group. An unrealised fair value gain of
approximately HK$17,192,000 (2019: HK$68,512,000)
was recognised for the year ended 31 March 2020.
The investment has a lock-up period of 3 years from
the commencement date of the investment fund on
20 April 2018 and management expects to hold the
investment for long-term purpose and realising its

performance potential in the long run.

z-z55% KM

Z % & R & DA R 1R 5K 226,308,000/
TRB—IHKREES 2556% @ Z &
SE2HETFERARRBROBRAT (—
KRHPEFMEA I ETERE - KPR
BREERERNBEERE S ED)
FFAENKROESEEES RZ2T_F
F=ZA=+—H ZBRENAIAREE
HAEEEEMLELN608% (ZT—N1
F:3.22%) BEZT_ZTF=FH
S+t HLEFECHRAEEQAAEE
W35 #917,192,000/ 70 (ZF — L4 -
68,512,000/ 7T) - 2 EKRE 2 EH
REREEEGN-_T-/\FMA=+HZ
i BB FEmMERBERAKITA
ZREERERERREN S BIEKE
ZRBENER -

REEBERAER2A



17.

18.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AU BRRME

For the year ended 31 March 2020 —ZE=-FF=A=+—HIFE

INVENTORIES 17. &
2020 2019
—E_FF —T-NE
HK$’000 HK$’000
THET T T
Merchandise B 355,280 1,027,879
Packaging materials B E MR 325 250
355,605 1,028,129

As at 31 March 2019, the Group’s inventories of
RMB749,951,000 (equivalent to HK$874,293,000)
(2020: nil) were pledged to secure bank and other
borrowings granted to the Group (note 24).

RZTBE—NAF=ZA=1+—H8 AR¥
749,951,0007T (18 & 7°874,293,000/8
TI(ZZE_ZEF  B)NAKEEFERE
ﬁﬁf@lﬂ%lﬁ%?ﬁm&ﬁ&ﬁm%%%
FH24) IR G o

TRADE AND BILLS RECEIVABLES 18. EWEZRIEREWRERE
2020 2019
—E-EHF —E-NF
HK$’000 HK$'000
FET FAT
Trade receivables e E 518 320,271 326,359
Less: impairment allowance R E R (229,237) (188,870)
Net trade receivables B W E 5 kI8 F 5 91,034 137,489
Bills receivable e 2,353 -
93,387 137,489

As at 31 March 2020, the gross amount of trade and
bills receivables arising from contracts with customers
amounted to approximately HK$320,271,000 (2019:
HK$326,359,000).

RZZE-ZEF=A=+—8 BF &R
EENEBESRBERERER &
¥H#41//320,271,0008 7L (ZF — N5 -
326,359,000/ 7T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

18. TRADE AND BILLS RECEIVABLES 1B EREZREARERERE
(continued) (#8)
The Group normally allows a credit period of 3 months AEE-—RBREFRERE=EAZ—F8
to 1 year to its customers except for certain major EEH ELKEEEMAEE ETEE
customers where longer credit terms may be granted EEFAEERENEER - BUEEZ
upon approval by management. The credit terms of EEH-—RANER AEBHANEHK
bills receivable are generally 6 months. The Group 1§EE”\JFEHSZ/TAI§4%H}£T&T fll o HmRE
seeks to maintain strict control over its outstanding EHEFEBHEH RN ZF
receivables. Overdue balances are reviewed regularly E:H:wL—EIzFEHﬁZTéi RIE R FE IR
by senior management. Over 87% (2019: 61%) of the T BiE8T% (T —NF 1 61%)
trade and bills receivables balances as at 31 March WEREREKEREREPHNIE - A&
2020 represented receivables from top five customers. B8 E RN E S RE & E KRR R
The Group does not hold any collateral or other WARFHEEMERBIEMEERE
credit enhancement over its trade and bills receivables H i o EUE 5 RIE KK ER T
balances. Trade and bills receivables are non-interest- B
bearing.
An aging analysis of the trade and bills receivables at RIS R ENE 5HRIBRERER
the end of the reporting period, based on the invoice L2 E B H RHBR B A BR i 9 AT 1A
date and net of provision, is as follows: T
2020 2019
—E-EF —T-NF
HK$'000 HK$'000
FERT FHET
Within 2 months mAE AR 12,667 44,548
2 to 6 months A EYAN (S 5,423 28,726
6 months to 1 year NEAZE—F 9,703 64,215
Over 1 year Bil—F 65,594 -
93,387 137,489

=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

18. TRADE AND BILLS RECEIVABLES

(continued)

The Group measures the loss allowance for trade and
bills receivables at an amount equal to lifetime ECL.
The ECL on trade and bills receivables are estimated
using a provision matrix by reference to past default
experience of the debtor and an analysis of the
debtor’s current financial position, adjusted for factors
that are specific to the debtors, general economic
conditions of the industry in which the debtors operate
and an assessment of both the current as well as the

forecast direction of conditions at the reporting date.

The Group recognised lifetime ECL for trade and bills
receivables based on the risk characteristics of different
customers or the ageing of customers collectively.
As at 31 March 2020, lifetime ECL of approximately
HK$175,286,000 (2019: HK$185,962,000) has been
made in respect of trade receivables with gross
amount of HK$175,286,000 (2019: HK$185,962,000)
as they are individually determined to be credit
impaired. For the remaining balance of approximately
HK$147,338,000 (2019: HK$140,397,000), the Group
determines the ECL based on a provision matrix
grouped by the past due status of these receivables, as
the Group’s historical credit loss experience does not
indicate significantly different loss patterns for these

customers.

1B ERNEZREARERERE

(%)

AEBERzHEREEBREEREE
SHRANERZENEERER - BIKE
HHRARBRZ BN EEBRER
BEREAR  Y2EEHANBER
W R ER A B BB DA
RENBEAREBGARENEE - &
BASEMETENBRBEENRIAR
B A1 R FERIAR T R E) & (E R -

AEBERERE S RIERERERIZ
TRAEFPZEBFEHERIRAREER
HeBFPRKREREHEHEEES -
R-ZE_ZTF=ZA=+—HH ' BEHE
%8 5175,286,0008 T (Z T — N F -
185,962,000/ 7T ) 2 FEWE 5 FRIB{EH
2 HTE(E B E1E4175,286,000/% T (=
=T — N4 185,962,000 7C)  REA A
ERAFERERNMETE REERIE - 5t
HErAE#49147,338,0008 L (ZF— A,
F : 140,397,000/ 70) + AL EAR K
18 75 P (1% U 55 B WK IE 2 8 B AR R 9
BETHBEEER REREAKHE
BEELEEBEBRERITRBETRILEESH
REAZEMNEBEER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

18. TRADE AND BILLS RECEIVABLES 1BEKRESFREREWRERE
(continued) (#8)
The following table provides information about the TREBREAER-_ZE_ZFFR_-F
exposure to credit risk and ECL for trade receivables —NE=ZA=+—BEBEEEER kL
from these customers which are assessed individually AT ENERZERFESRENEE
or collectively based on provision matrix as at 31 March E e RTFEEEEEEER -

2020 and 2019.

31 March 2020 —E-ERF=H=1+—H
Weighted
average Gross Net
expected carrying Loss carrying
loss rate amount allowance amount
hnEF g

RABEER AKREE HBRERE FREE
% HK$’000 HK$'000 HK$'000
FERT FERT FHERT

Collective assessment H R A
- 0 to 30 days past due — #HI0OZE30K 34.7 137,167 (47,618) 89,549
- 31 to 90 days past due — #HI31E 90K 42.6 540 (230) 310
— Over 90 days past due — #HFEABIOK 63.4 9,631 (6,103) 3,528
Individual assessment & 51 5 1 N/A RiE A 175,286 (175,286) -
322,624 (229,237) 93,387
—z-—zsgeR PO S EEEBERE R A A




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —ZE =& =H=+—HIFE

18. TRADE AND BILLS RECEIVABLES 1BEKREZFREREWRERE
(continued) (#8)
31 March 2019 —E-AFE=A=+—H
Weighted
average Gross Net
expected carrying Loss carrying
loss rate amount  allowance amount
In#E ¥ 15

BHEBERR AkEfE BEAE FREE
%  HK$'000  HK$'000  HK$'000
FTAT FAT FTAT

Collective assessment HRFFE

- 0 to 30 days past due — #HIOE30X 1.8 139,639 (2,572) 137,067
— 31 to 90 days past due — #HI31E 90K 442 754 (333) 421
— Over 90 days past due — #EHIfRIBI0K 75.0 4 (3) 1
Individual assessment & 51 5 1y N/A 73 F 185,962 (185,962) =

326,359 (188,870) 137,489
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

18. TRADE AND BILLS RECEIVABLES 18.

(continued)
The movement in the impairment allowance for trade

and bills receivables during the year are as follows:

EHREZRERERREE
(%)

6 9 2 FE MO R 5 3008 B R MR 2
BEEHMT :

2020 2019

—BoBRF —ZENF

HK$'000 HK$'000

THERT FHET

At the beginning of the year REA 188,870 198,271
Impairment loss recognised B ERREEE 51,043 2,908
Exchange realignment E N (10,676) (12,309)
At the end of the year RER 229,237 188,870

As at 31 March 2020, impairment allowance of
HK$175,286,000 (2019: HK$185,962,000) were made

on credit-impaired debtors.

=

NR-ZE-_ZEE=A=+—0 " 28EE
JiE Uy 3% I8 £ 175,286,000/ 7T (= =
— L4 185,962,000/ 7T) B R (B 1
& o

2FEFR REEBEBEZERER 2 A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SR BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

Included in the Group’s “Deposits paid to suppliers”
is a deposit of approximately HK$202,372,000 (2019:
HK$241,993,000) placed with a supplier of the
Group. Management has reclassified approximately
HK$143,006,000 of the deposit under non-current

assets based on expectation on the timing of utilising

the deposit.

SILVER BASE GROUP HOLDINGS LIMITED Annual Report 2020

19. PREPAYMENTS, DEPOSITS AND OTHER 19. ERNRE BT REMER
RECEIVABLES RIE
2020 2019
—EZEF —E-NEF
HK$’000 HK$'000
FTERT T
Deposits paid to suppliers MEtENE N2 EkE 474,482 935,662
Prepayments B R IE 21,632 21,410
Less: Impairment loss on deposits paid to & : MEEE XN 21k e
suppliers and prepayments (note (i) NIBIE 2 BB
B8 (B a0)) (29,759) (8,282)
466,355 948,790
Other deposits and receivables H ik ® & e W R IE 38,282 41,670
Less: Impairment loss on other deposits B iR Kk ER
and receivables (note (ii)) FRIEZ R EEE
(Bt a2(ii) (698) (343)
37,584 41,327
503,939 990,117
Portion classified as non-current deposits S48 & IEENERIZ & 2 ZB1H (153,125) (8,290)
Current portion BVEREB 15 350,814 981,827

AEBRAFfEEENzEES]+
BRERERASE -—ZHER RS
#9202,372,0008 0 (=T — L &F -
241,993,000/ 7T) - EEEERETER
YRR KAMKERBDEEERTH
Z B £ H 4)143,006,0007 T EFH D



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

19. PREPAYMENTS, DEPOSITS AND OTHER 19. ENRE e RkHEMENR

RECEIVABLES (continued) I (&)

Notes: Htat -

() An analysis of the impairment loss on deposits paid to () ZZEZTER-T-NAFRAHEERX
suppliers and prepayments for 2020 and 2019 are as Neke RENREBZBREBES T
follows: R

2020 2019

g 32 —E-NF

HK$'000 HK$'000

FHExT FH&T

At the beginning of the year REF] 8,282 16,961
Impairment loss recognised/(reversal of ERERRBEEE, (B

impairment), net (note 7) E) CFEE) (Bf5t7) 22,160 (8,522)

Exchange realignment EH AR (683) (157)

At the end of the year REXR 29,759 8,282

(i)  The Group recognised 12-month ECL for other deposits (i) AEBERREMZS REKKIER2

and receivables as follows: BAEBHEEBENT :
Weighted
average Gross Net
expected carrying Loss carrying
loss rate amount allowance amount
IniEF 19
FEHEBAR BEREE EBREE FAREE
% HK$'000 HK$'000 HK$'000
FHET FHET FET
31 March 2020 —E-_TF=A=+—H
Performing & 49 1.8 38,282 (698) 37,584
31 March 2019 —E-hWF=A=+—8H
Performing Jf& %) 1.0 41,670 (343) 41,327

—z-zssg PAR) REEEBEEZRAER LT




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

19. PREPAYMENTS, DEPOSITS AND OTHER gk

RECEIVABLES (continued)

The movements in the impairment allowance for other
deposits and receivables during the year are as follows:

RARE -REREMWER

IR (#)
FRZEMRS R ERERZRERE
#EmT

12-month ECL

1218 A

EHEEEE

HK$'000

FHET

At 1 April 2018 RZZFE—NEFWEOA—H -

Impairment loss recognised BRI EEE 343
At 31 March 2019 and 1 April 2019 RZE—NF=H=+—8

—T—-NFMA—H 343

Impairment loss recognised B ERREE R 355

At 31 March 2020 R-ZF_FF=A=+—8H 698

Included in the Group’s “Other deposits and
receivables” is a rental deposit of HK$1,400,000
(2019: HK$1,400,000) and included in the Group's
“Prepayments” is prepaid rent of nil (2019:
HK$2,376,000), placed with Silver Base (Holdings)
Limited (“SBH"”), a company controlled by Mr. Liang,
an executive director and a substantial shareholder
of the Company (35(d)). The rental deposit to SBH is
unsecured, interest-free and is refundable at the end of
the lease term.

AEBZ[HtbiEe REKRZIE] KA
SEZ[BMNFE] SR BEEFRRIER
E(EER)ARAR (TRE(E®)] - —
FHAARABIRITESREIERRR L
T A R)) M &% $ 1,400,000 7T
—ZT—H4: 1,400,000/ 7T) RIERFHE
£ ZT(-ZF— N4 2,376,000 7T) (K
F£35(d)) ~ MERE (£ E) Iz HER
S AEIRE - 2B A NERBOHRE
REFIR D o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

20. BANK BALANCES AND CASH AND 20. RITHER KRBT UK E K
PLEDGED DEPOSITS (SN

2020 2019

—E-EF —E-NF

HK$'000 HK$'000

FER FHET

Bank balances and cash RITEBR LA S 698,525 598,087
Pledged deposits R ERER - 58,466
698,525 656,553

Less: Pledged deposits B B IRTE R - (58,466)
Cash and cash equivalents B4 RBESEEY 698,525 598,087
At the end of the reporting period, the cash and RIpEER - NEBUARKINERE
bank balances of the Group denominated in RMB & RIRITA R4 /5671,988,000/8 7T (=
amounted to approximately HK$671,988,000 T— L% : £529,926,00087T) ° AK
(2019: approximately HK$529,926,000). RMB is not WA BB LRBEMEE - AW R

BERBENGONEERK) R(EE - &
EMMEERERTE)  ARERESB
ERERITHARE L0 BINELAETT

freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control

Regulations and Administration of Settlement, Sale and

Payment of Foreign Exchange Regulations, the Group AR

is permitted to exchange RMB for other currencies

through banks authorised to conduct foreign exchange

business.

Cash at banks earns interest at floating rates based RAESIRERBTHEN R T aHE
on daily bank deposit rates. The bank balances and SEBENF S o RITEMH R OIEIBEZE
pledged deposits are deposited with creditworthy FRITENEYOTDSEMEEBEENR
banks with no recent history of default. T

=

—zggsR PV R EEEERER D A




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

21. TRADE AND BILLS PAYABLES 2. BNEZRERENEE
An aging analysis of the trade and bills payables as at RpEHRIZEZHHNENE S8
the end of the reporting period, based on the invoice RENEZERNRESTOAT

date, is as follows:

2020 2019
—E-EF —ZT-hF
HK$'000 HK$'000
FTERT FAT
Within 1 month —@EARN 147 2,779
1 month to 3 months —Z=={@A 575 -
Over 3 months =@ANUE 3,061 516,215
3,783 518,994
The trade payables are non-interest-bearing and are ENESRERRER —MRIAR AR
normally settled on 90-day terms. HE o
The bills payable are non-interest-bearing and with 365 ENEEREERA3SBMNAEER -
days settlement terms.
As at 31 March 2019, the Group’s bills payable RZE—NF=ZA=+—H &x5E
amounted to HK$512,952,000 (2020: nil)were 512,952,000 L (Z T =T F : ) &
secured by the Group's pledged bank deposits of &S Z= 1 = LA58,466,00078 TR A & B
HK$HK$58,466,000. BEHEMRITERSER -
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22. OTHER PAYABLES AND ACCRUALS

23.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

22. Hibt BN RBERETEE

2020 2019

—ECEHF —E-NF

HK$’000 HK$'000

FHE T FHET

Value-added tax payables FE I E T 146,667 93,855

Other payables H b JE T 5RI8 6,579 7,022

Accruals EErRE 18,744 14,047

Provision for a claim (note 38a) B RS (f13£38a) 10,900 11,610

182,890 126,534

CONTRACT LIABILITIES 23. ER&E

2020 2019

—EZEHF —E—NF

HK$’000 HK$'000

F#& T FH&T

Contract liabilities aRAE 312,704 236,822
Contract liabilities represented advances received from FE&FEeENEPLWE R ARZN

customers to deliver goods.

The Group receives range from 20% to 30% of the

contract values as deposits from customers when they

sign the sale and purchase agreements for the sales of

goods.

=

=

S

\r
s
=

FER REEBEBEZERER 2 A

AREEBERFRIEHEEERNE
EHERFRAEE WA RBEN20%E
30%1EREE -



23.

24.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

CONTRACT LIABILITIES (continued)

Revenue recognised during the year ended 31 March
2020 that was included in the contract liabilities
at the beginning of the year is approximately
HK$236,822,000 (2019: HK$230,143,000). There was

no revenue recognised in the current year that related

23. ERAE (&)
Bt AFVNARBBEZEE-_S_F
FZA=+T—"BLFEERO K=
#9 /236,822,000 7T (ZF — L4 -
230,143,000/ 7T) © W MR AFEE
ROWETHEOR EFEBITHNEBNE

to performance obligations that were satisfied in a TE@ -
prior year.
INTEREST-BEARING BANK AND OTHER 24, sTRSERTREMEE
BORROWINGS
2020 2019
p St 3.2 —E-NF
Contractual Contractual
interest interest
rate rate
&HFE  Maturity  HK$'000 BRI E Maturity ~ HK$'000
(%) 3R THERT (%) FIHA TET
Current
ENER
Bank loan - secured (note (a)) n/a n/a - 120% 2019 34,974
RITER-BER W itE) TER TER of PBOC
A RERT
M=2120%
Bank loan - unsecured (note (a)) 6% 2021 29,552 145% 2019 29,145
RITEH—BER (Hi2(a)) of PBOC
hEARRTT
& 2145%
Other loan (note (b)) 4.35% 2020 54,725 4.35% 2020 582,843
Hi &3 (H:Eb))
84,277 646,962
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24.

25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

INTEREST-BEARING BANK AND OTHER 24. GHEBITREMEE (F)
BORROWINGS (continued)
Notes: Bt -
(@)  The Group’s bank loan was denominated in RMB. The (@) AEEMRTEFRAAREE - Z
amount is repayable in full in January 2021. REEAN_T-_—F—ARHEE -
(b)  The Group’s other loan was denominated in RMB. The by AEEMEMERAAREE-Z
amount is repayable in full within one year. SREAN—FANBHEE -
As at 31 March 2019, the Group's interest-bearing RZE—HNE=A=1+—H ' x&£EH
bank and other borrowings are secured by the Group’s AERITEEMBEEURNARARKE
inventories with carrying value of RMB749,951,000 749,951,0007T (48 & 874,293,000/
(equivalent to HK$874,293,000) (note 17), and were ) MFEE (WH3E17) (EHEF - W H AR
supported by corporate guarantees executed by the NAEl ARB—BEE - ARAMBA
Company, a director of the Company, subsidiaries of EIDZ VN Rl - /NCI -3V 0 UNG|
the Company and a related company of the Company BRIEXFE RZZE_THF=HA=+—
As at 31 March 2020, the Group’s bank & other H AEBMRITEEMEEHARA
borrowings are supported by corporate guarantees Al ARAR—RES AREMERA
executed by the Company, a director of the Company, & NI R 517N VA DN B
subsidiaries of the Company and a related company of RIEZHF o
the Company.
BOND PAYABLES 25. B &S
2020 2019
—EC-EHF —F-NF
HK$'000 HK$'000
FTERT FHET
Current mE
Bond payables — unsecured JE A 18 25 — MK 4R 518,128 266,972
Non-current FEFRED
Bond payables — unsecured JERESH — EERA 209,948 542,417
728,076 809,389

REEBERAER2A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

25. BOND PAYABLES (continued) 25. EfSE% ()

2020 2019
—B-BF —FNF
HK$’000 HK$'000
FTET FAT
Carrying amount repayable (based on fEEEERmEE (RIE
scheduled repayment date set out in the BEEHEET 2TEE
bond agreements) BXRAH)
Within one year —FR 518,128 266,972
After one year but within two years —FRERFEA 139,191 499,635
After two years but within five years MEEZRERLFENRN 51,323 10,448
After five years FF1% 19,434 32,334
728,076 809,389

During the year ended 31 March 2020, the Group
issued new bonds (the “2019 Bonds”) with an
aggregate principal amount of HK$53,700,000,
before related expenses of HK$8,649,000, to certain
independent individuals. The 2019 Bonds bear interest
at rates ranging from 6% to 7% per annum and
will mature in the period from November 2021 to
November 2022. The interest will be repayable by the
Group semi-annually or annually from the issue dates
of the respective bonds and up to the maturity date.

During the year ended 31 March 2020, the Group
renewed certain 2016 Bonds as defined below with an
aggregate principle amount of HK$55,000,000 with
certain individuals. The renewed bonds bear interest at
8% per annum and will mature in March 2021.

During the year ended 31 March 2019, the Group
issued bonds (the “2018 Bonds”) with an aggregate
principal amount of HK$160,200,000, before related
expenses of HK$27,238,000, to certain independent
entities and individuals. The 2018 Bonds bear interest
at rates ranging from 6% to 7% per annum and will
mature in the period from April 2021 to May 2026.
The interest will be repayable by the Group semi-
annually or annually from the issue dates of the
respective bonds and up to the maturity date.

RBEE-_T-_ZTF-A=+—ALHF
B AEBRETBELERRTREAS
%4 /553,700,00078 ¢ (RFBR AR E A
8,649,000 L) 2 ¥ EH (=T — A
FEE]) c T —hhFBEFEN T6%
EI%ZENEHBIBR =T =—F
+—RAE-E-_—F+—AZHBERA
EE - AEEFNEBRESZRITA AR
BY¥FABFEMFE EEINHEAR
_IJ: °

REBE-_E-_ZTF=ZA=+—HILHF
E AEEBEEETATEELALAS
# /355,000,000 T2 —F—RNFEH
(EBERTX) - KEEBHFIZSWZF
MEAFBIER T ——F= A5 -

REBEE-_TE—hAhE=ZA=Z+—HILHF
B AEERETBLIEERTEAS
%8/3160,200,000/8 7 (R BB E A
27,238,000 ) 2 fEH ([ ZE—N\F
EF])  c ZE—N\FEFENT6%E
7% 2 FRERGFEBAEHR _E-_—F K
REZZ - "FRAZHRAEE - K
EEEREEES TR HRELFk
BEEMFE  EZFHEAL -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

25. BOND PAYABLES (continued) 25. EfSE&% (&)

During the year ended 31 March 2018, the Group
issued bonds (the “2017 Bonds”) with an aggregate
principal amount of HK$430,900,000, before related
expenses of HK$75,047,000, to certain independent
entities and individuals. Except for a bond with
principal amount of HK$2,000,000 which matured and
was repaid in May 2019, the 2017 Bonds bear interest
at 7% per annum and will mature in the period from
April 2020 to September 2025. The interest will be
repayable by the Group semi-annually or annually from
the issue dates of the respective bonds and up to the

maturity date.

During the year ended 31 March 2017, the Group
issued bonds (the “2016 Bonds”) with an aggregate
principal amount of HK$274,500,000, before related
expenses of HK$48,663,000, to certain independent
entities and individuals. Except for bonds with principal
amounts of HK$153,500,000 which matured and were
repaid, the 2016 Bonds bear interest at rates ranging
from 5.5% to 8% per annum and will mature in the
period from September 2020 to September 2024. The
interest will be repayable by the Group semi-annually
or annually from the issue dates of the respective

bonds and up to the maturity date.

During the year ended 31 March 2016, the Group
issued bonds (the “2015 Bonds”) with an aggregate
principal amount of HK$15,000,000, before related
expenses of HK$2,175,000, to certain independent
individuals. Except for the bond with a principal
amount of HK$5,000,000 which matured and was
repaid in July 2017, the 2015 Bonds bear interest
at a rate of 7% per annum and will mature in the
period from October 2022 to December 2022. The
interest will be repayable by the Group annually on the
anniversary of the issue dates of the respective bonds

and up to the maturity date.

REBE_ZTE—N\F=ZA=+—HLF
B AEBMETELERETELAS
8 /430,900,000 7T (R $0BRABRE & F
75,047,000 ) 2 EHF ([ ZT—+4F
&%) ° B 72,000,000 A€ 2 &
SEIHMYER_ZE-HAhERAREE
A - :i@—ti%%%%Ziﬂ%%
BYKR T _TFMAE-_T_AF
hﬁzﬂ;ﬁﬁﬁmiuﬁﬁ ° m%sﬂqwaﬁ%
FRTAHEELFRXEFENTE
BEEHHEAALE -

RBE_ZT—+tF=A=+—HILF
g - K%Eﬂ%ﬁ%ﬁéﬁﬁg BITHRAS
%/5274,500,0007% 7t (R F0Bx 1HEE 2 A
48,663,000 7T) 2 EH ([ZE—RF
&%) ° Br153,500,000/8 T A& 2 (&
HFEIBHUTBERIN —FT— R FEH
BN F5.5%%E8% 2 FH X5 B I KR
—TECEFEAAER T _MFAACH
BAEIE - REBEHBRESZTH
HEGLrFABFEMAE EZ3H
BAIL -

RBE-ZT—X"F=ZA=+—HBItF
B AEBRETELEARTREAS
%8 /515,000,000 7T (K 0k *Bﬁﬁ%ﬂ%
2,175,000/87m) 2EH ([ ZE—HFE
1) e 5000000,%7c$é§521f%
EEHYER=T—EFEAEEN
—E-—RFBEFERINZFH R EL
BR_E_—F+AE-FT=_F+=
AZEBBAEIE - NEBHNIBREES
BTEHEEFEMFE  EEZ3EA
Bl e

—R-REER REEBEBEZERER 2 A



26.

27.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —ZE=-FF=A=+—HIFE

AMOUNT DUE TO A DIRECTOR

The amount is unsecured, interest-free and has no

fixed term of repayment.

DEFERRED TAX

The following is the analysis of the deferred tax asset
(liabilities), after set off certain deferred tax assets
against deferred tax liabilities of the same taxable

entity, for financial reporting purposes:

2or

BNESEIE
REREEER - 28 REE KM
i%o

27. IEER A

RERBHRERE 2 EEHAELE (B
) (AETREFAEERER —HRE
ERZEEHBEAGER) 20T

Deferred tax assets

Deferred tax liabilities

2020 2019

—E_EF —E—NF

HK$'000 HK$'000

FET FA&T

EEFIRE E 4,000 4,000
FEEFHIBEE (5,000) (5,000)
(1,000) (1,000)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

27. DEFERRED TAX (continued) 27. IEIEBLIE (48)
The movements in deferred tax assets and liabilities BELEHBEEERBERFTFAZESH N
during the year are as follows: T 3

Deferred tax assets (liabilities) BEEHIBEEE (BE)
Unrealised
gain on
Withholding financial
taxes on assets at
undistributed fair value
profits of through
Tax losses subsidiaries  profit or loss Total
KERR

ARfEE
MEAR FkzER
R IE ) E BEZR

MIAEE 2 TEHE B W= aEt
HK$'000 HK$'000 HK$'000 HK$'000
FTAT FATT FAT FTAT
At 1 April 2018 R-ZZE—N\FWMA—H 4,000 (5,000) - (1,000)
Deferred tax credited/ REBE=ZZT—NF=H
(charged) to the =+—RHIEFEES
consolidated statement of BHEFERT A
profit or loss during the M) ZIREFIIE (M7
year ended 31 March 2019 10)
(note 10) 17,128 - (17,128) -
At 31 March 2019 and RZZE-NE=H
1 April 2019 =t+t—HAEZ=Z—N
FPAH—H 21,128 (5,000) (17,128) (1,000)
Deferred tax credited/ REBE_T_TF=H8
(charged) to the =t+t—BIEFEES
consolidated statement of BHEZF R A (0
profit or loss during the bR 2 IERERLIE (A7 aF
year ended 31 March 2020 10)
(note 10) 4,298 - (4,298) -
At 31 March 2020 R-B-—TE=H
== 25,426 (5,000) (21,426) (1,000)

—z-zs5y PAR) REEEBEEZRAER AT




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

27. DEFERRED TAX (continued)

The Group has estimated tax losses arising in Hong
Kong of HK$153,056,000 (2019: HK$125,550,000)
that are available indefinitely for offsetting against
future taxable profits of the companies in which
the losses arose. The Group also has estimated tax
losses arising in Mainland China of HK$226,736,000
(2019: HK$288,241,000) that will expire in one
to five years for offsetting against future taxable
profits of the companies in which the losses arose.
Deferred tax assets in respect of tax losses arising
in Hong Kong of approximately HK$128,814,000
(2019: HK$101,308,000) and Mainland China
of approximately HK$141,032,000 (2019:
HK$219,729,000) have not been recognised as they
have arisen in certain subsidiaries that have been loss-
making for some time and it is not considered probable
that taxable profits will be available against which the

tax losses can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared
to foreign investors from the foreign investment
enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax
treaty between Mainland China and the jurisdiction
of the foreign investors. For the Group, the applicable
rate is 5% or 10%. The Group is therefore liable for
withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of

earnings generated from 1 January 2008.

There are no income tax consequences attaching
to the payment of dividends by the Company to its

shareholders.

27. IEFER IR (&)

AEBEBRBELEZHGABREES
#8153,056,0008 7T (=& — L4 -
125,550,000/ 7T) AI & R HA A 16 4K 85
EXBBEIZRBZRKRERTAE -
AEBTBERBEANMESE ZGHTH
TH E518226,736,000/8 7T (ZF — L4 -
288,241,000 7T) X —ZE R F N F
i ZEBIEEIBED HAT A EE
RELEBEMEBZ AR RKER
MABE -BARZEERNDKBEZED
E—BREBzZETHEBAR  BTR
A3 78 TT e A B ER B A B AR R 4K 8 A IR
B QMUAREETBEEZHIEES
18 47128,814,0008 L (Z T — "L F -
101,308,000/ 7T, ) f2 £ H B A foe 2 4 2.
Fi 18 &518 49141,032,000/8 70 (=T — A,
219,729,000/ 7T) HERIELERIBE
= o

RIFPEPERMEVE - KNP E A
VZINERRABIMNIEEEM ISR
BREMI0% AN - RAREB-F
TENF-A—RRBER EAR_ZEE
tE+ A=+ —BURELEZEF -
il B A B B IR IMR B & PR B RE
R HITARBEHE @ BT RBIE
BHHERHR - AKEME - BAKR
K 35%10% ° F Itk - NREBEARR
PEAMKZ B RARR —TT/N\F
—A—BUBREEZ BN KR
BAMTE -

ARBREBRRIRERS - WEHEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

28. SHARE CAPITAL 28. IR
2020 2019
—E-BF —TNF
HK$'000 HK$'000
THET FHET
Authorised: ERE
100,000,000,000 (2019: 100,000,000,000) 100,000,000,000/%
ordinary shares of HK$0.1 each —E-NEF:
100,000,000,000f% )
BREE0.1BITH
LB AR 10,000,000 10,000,000
Issued and fully paid: BEITEER
2,260,097,946 (2019:2,260,097,946) 2,260,097,946%
ordinary shares of HK$0.1 each —E-NEF:
2,260,097,946/%)
BREEC.1ETTH
BB 226,010 226,010
A summary of the movements in the Company's issued RARBEBITRANESHPWZ0T -
share capital is as follows:
Share
Number of Issued premium
shares in issue capital account Total
BEfT BRf g
R #A B B8R b
HK$'000 HK$'000 HK$'000
TEL TEL THL
At 1 April 2018 “Z-\EMA—-AH 2,272,808,946 227,281 599,747 827,028
Shares repurchased and cancelled 28 B R85 2 K7 (12,711,000) (1,271) (5,521) (6,792)
At 31 March 2019, 1 April 2019 R=Z—-AF=A=+-H "
and 31 March 2020 “E-NFRA-AR
“Z-ZF=R=+-H 2,260,097,946 226,010 594,226 820,236

=

—zgxER PANN R EEEERER D A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SR BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

SHARE CAPITAL (continued) 28. B (&)

During the year ended 31 March 2019, the Company

RBE_Z-—NEF=A=+—HBILF

repurchased its own shares through the Stock B AARIREER TR AR RRG -

Exchange as follows:

EARUNNE

Price per share

BRER
No. of ordinary Aggregate
share of consideration ~ Share
Date of repurchase HK$0.1 each Highest Lowest paid cancelled date
SREE0IBTZ
BB A EERHE RS Bk EN#ERE KROZHBEH
HK$ HK$ HK$’000
BT BT THT
11-Jul-18 5,388,000 0.59 0.54 3,038 25-Jul-18
ZE-N\FtA+—H ZT-N\EF
+A=+HA
2-0ct-18 3,177,000 0.55 0.51 1,700 19-Oct-18
“Z-\F+AZH —T-N\EF
TA+1H
25-Oct-18 2,148,000 0.52 0.48 1,075 20-Nov-18
—Z-\FtHA-+HA —T-N\EF
+—R=+H
12-Dec-18 1,998,000 0.50 0.47 980  11-Jan-19
“Z2-\F+=-A+=H —E-hE
~At+-8

None of the Company’s subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during
the year ended 31 March 2020.

Share options

Details of the Company’s share option scheme and the

share options issued under the scheme are included in

note 29.

R R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

29. SHARE OPTION SCHEME

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™).

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.

Zh

B st

ARAREBREFTE ([—TTNFBE
PR 8 1) LA SR B K B it Y A SR (B 0
ZRIMEHERNEERSRE - —F
ThFEBREFIANAERSEERRE
ARRER(BRATES  FUTE
Z BYFATES) ARAXER
REAEEEMES - —TTNFER
BAENR _—_TENF _A-THEEX
VERZZE-—NE_A+NABER- R
“E-NAFENAZTZ=B AREKRRE
HE—EHBERESE (- NF8
PetgstEll) o

“E-NEFREREFE AR REME
BT BIE T 2 2 BRI ETTR®
MmAlRERTTZ&R=BR N B E AT TFE
BEENR _Z-NAFNA-_T=AEH
TTRMBE10% 2 RN EEB - BiRE—
T NEFBRAEFT SR AR AR EAM
BRIESBIE R W ARITEZ 2R
TTEBREETEMAERTIESR
MEE NMEBBARARNKE HTRND
Z230% ° FRIFEB/ AR RRREBIRAKR
g LA BRIEARAE/EBER
REAS B BPMEAR1 218 A B A B AR
ARITEAR G Z R B E 1T RS
BRTZBRMHBRBERERDETRN
Z1% @ RITER KA REREAE -

—R-REER REEBEBEZERER 2 A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

29. SHARE OPTION SCHEME (continued)

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 nonexecutive 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.

9. BB AERTE (&)

RAXRRBESE HKRTBRABHTE
BRRIABRENEMBEALETER
- BARLEESEIIFNITESTOM
JE o BEAN - MER+ — @ A B A
ARRABNEEBRRIBIIFAITES K
RENEMABEALRTOBERE ¥
RARBRAMEAREN D ZHTROBGB
0.1%RBARARMORELEBHE
REtEmMRERBRBSEE LT AAR
BERAE LR RBEBIRAE -

REOBRENZEOA N EHRZENEH
RAEEEBANT AR  MAKAR
XNBRBIBTERRBANRE - R
MBERENTENHESEE - YRXNAE
THRBHBRKMAN -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

29. 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;
(i) 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 year:

9. B AERTE (5)

BERENTEERESETE  ETAK
ROAR B OEE : (i)ANA R
REBRENEH A RETBH AU
M Ri)ARBRPNRERBOBA S
AR A= ¥ B ER BB RN FHKT
BUARSER/E) -

BAEY T T EFSA ABRERE RN
BERKRE ERERRER -

£ BE-TTAFBRAE 8K
TR AT

2019
—E-EfF —Z-NF

Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
mHETH Bk 19 R E
THE 42 THEE g8
HK$ ‘000 HK'$ '000

per share per share
SRER ] BRETT T
At beginning of the year REH] 0.67 220,800 0.66 273,250
Lapsed during the year FREM 0.54 (26,200) 0.62 (52,450)
At end of the year RER 0.69 194,600 0.67 220,800

At 31 March 2020, the Company had outstanding
139,970,000 (2019: 106,680,000) share options that

are exercisable at any time.

—=EF =

R-ZTE-TF=A=+—R ARFH
] AE BRI FT1E2139,970,0001% (=
T —L4F : 106,680,00013 ) M K17
MR HE -

z2E5% PPAN RE S EZ KR AR A A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SR BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

29. SHARE OPTION SCHEME (continued)

The exercise prices and exercisable periods of the

share options outstanding as at 31 March 2020 are as

follows:
Number of Exercise
options price
BREHE EE Exercisable period T
‘000 HKS per share
TR BRET
26,010 0.73 22 April 2016 to 21 April 2021 “E-RNENA-t+-HE-E-_-FNMA-1+—H
25,860 0.73 22 April 2017 to 21 April 2021 CE+HENACF-AE-E-—EWMA-1+—A
26,310 0.73 22 April 2018 to 21 April 2021 ZE-\EEAZ+ZHEZZE--FMA=T—H
26,310 0.73 22 April 2019 to 21 April 2021 “NEMAZTZAEZZ-—§WA=T—H
26,310 0.73 22 April 2020 to 21 April 2021 CECEENA-F-RAE-E-—EWA-1+-A
9,960 0.64 28 September 2017 to 27 September 2022 ‘Hﬁ—tiﬂﬂ +tNBE-E-_—FAA=-1+H
9,960 0.64 28 September 2018 to 27 September 2022 E-N\FNAZTNREZZE-_ZFAA=T+H
9,960 0.64 28 September 2019 to 27 September 2022 Z-AEAA-tNAE-Z-_—FhA-++H
9,960 0.64 28 September 2020 to 27 September 2022 ,77$¢Hﬂ +tNBE-E-—FNA=-1+H
9,960 0.64 28 September 2021 to 27 September 2022 “E--F®AAZTNREZE__FAA-TtH
2,800 0.52 6 July 2018 to 5 July 2023 T-N\EtAABZE-Z-=FtAAA
2,800 0.52 6 July 2019 to 5 July 2023 ZE-NEtAAAEZT-=£tAAH
2,800 0.52 6 July 2020 to 5 July 2023 “ECTEL A RES=FtAAHA
2,800 0.52 6 July 2021 to 5 July 2023 R -E+ AR AEZS-Z4tARA
2,800 0.52 6 July 2022 to 5 July 2023 R CE+LARBES=F+AAHA
194,600

No share option was granted during the years ended
31 March 2020 and 2019. The Group recognised
share option expense of HK$2,286,000 (2019:
HK$5,208,000) during the year ended 31 March 2020.

REBEE-ZZE=_ZEFR=_FT—NLF=A
ST —HIEFERALERDERE - K
SERBE_T-_TF=A=+—Hit
FEEHREREEM2286,000% 7T
—Z— A% : 5,208,000/ L) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

30. RESERVES

The amounts of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes in

equity of the financial statements.

(i) The Group's capital reserve represents the
differences between the nominal value of the
shares issued by the Company and the aggregate
of the share capital of the subsidiaries acquired
upon the group reorganisation prior to the listing

of the Company’s shares.

(i) In accordance with the PRC Company Law, the
Company’s subsidiaries registered in the PRC
are required to appropriate 10% of the annual
statutory profit after tax (after offsetting any prior
years' losses) to the statutory surplus reserve.
When the balance of the reserve fund reaches
50% of the entity’s registered capital, any further
appropriation is optional. The statutory surplus
reserve can be utilised to offset prior years’ losses
or to increase capital. However, the balance of
the statutory surplus reserve must be maintained
at a minimum of 25% of registered capital after

such usages.

0. f#fE

$%E$¢E&@E¢§m%ﬁﬁ%&

(i)

LEERBN I RERAN G H R

AEENERNFEHEARRDH
TROEEERARRKN EH
ANEESEARMKENKER
AR ANBERNER -

BIEPBEARE  AARRPEF
e E AR L AEKI0%F E A
ERBEAE(CEHEATFERN
EfEERE) BREEZFERHBAE
% ERESEREDEROZM
B ARBS50%EF - A QA AR
HAEBEINEST - EERBOES
AAEREATFENEIENIL
MER - A - EEBBRAESF
fE Ll A%%E - BHRUBRBFAT
DR EARAI25% ©
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31.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(a)

Major non-cash transaction
During the year ended 31 March 2020, the Group
made a deposit to a supplier of RMB50,000,000
(equivalent to approximately HK$54,725,000)
(2019: RMB499,951,000 (equivalent to
approximately HK$603,391,000)) which was
funded by an other loan of RMB50,000,000
(equivalent to approximately HK$54,725,000)
(2019: RMB499,951,000 (equivalent to
approximately HK$603,391,000)).

was then transferred from the lender directly to

The amount

the supplier.

During the year ended 31 March 2020, the
Group entered into new arrangements in respect
of leasing of office premises, staff quarters
and warehouses. Right-of-use assets and lease
liabilities of HK$23,610,000 were recognised at

the commencement of the leases.

During the year ended 31 March 2020, the
Group early terminated two lease agreements
for an office and a warehouse. The Group
derecognised right-of-use assets and lease
liabilities of approximately HK$36,325,000 and
HK$36,475,000 respectively, resulting in a gain of
HK$150,000.

31

EHBRETRERMEE

(a)

FEFBEERT
REBEE—T_FF=HA=+—H
HEFE - AEER—ZHERX
& 4& A R%50,000,0007T (A8 &
R #954,725,000% 78) (ZF — A,
& AR #¥499,951,0007T (#HE
M #7603,391,0007 7)) + JHLA—
£ AR ¥50,000,0007TC (FHE R4
54,725,000 ) (ZE— L5 :
AR #499,951,0005T (FHE R4
603,391,000/ 7T ) ) 2 F & 5
- ZeBENEEBRERATR
Ei{/\ﬁgﬁ °

o

REBE-_T_TF=A=+—H
IEFE  AEERRAESHH - 8
IEEREEZHETIHETH -
23,610,000 T2 X AEEE &
HEABERHEERKRKER -

REZ=E EFE=A=+—H
LLFE - ZKE@T%WZXJJ:HEEJ—T

%“* — @B EzmIEHE®
o ASBRIIERGHESE

&a"ﬁ a8 @& Hl#436,325,000%
7T 536,475,000 7T &= 4 W
150,000 JT, °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

NOTES TO THE CONSOLIDATED 31. et RERERMET (&)
STATEMENT OF CASH FLOWS (continued)
Changes in liabilities arising from b) MEEBELZEEE L
financing activities
Interest-
bearing bank Amount
and other Bond Lease due to
borrowings payables liabilities a director
FTERTR
Hittfg & FE{3 & 5 HEARE RENESRE
HK$'000 HK$'000 HK$'000 HK$'000
AT TAEL FAEL FTAEL
1 April 2018 AZE—N\F
mA—H 74,880 631,871 - 1
Interest paid classified as NEAKEES
operating cash flows MELENHE (8,353) (53,288) = =
Changes from financing RKEMEHRE
cash flows MELZEE (6,035) 130,962 - -
Non-cash changes FHECEY
Finance costs BERA 8,353 99,844 = =
New other loan borrowed BAZTHMER 603,391 - - -
Effect of foreign exchange HNVEE R B
rate changes (25,274) - - -
At 31 March 2019 R-ZB—N&
=A=+—H 646,962 809,389 - 1
Adoption of HKFRS 16 BMBEBUBRS
R 165 - - 21,126 =
1 April 2019 RZE—NEF
mA—A 646,962 809,389 121,126 1
Interest paid classified as NEAEKEES
operating cash flows mszEﬁﬂE\ (11,115) (59,452) (5,581) =
Changes from financing REMEHRE
cash flows TREZEE) (594,857) (108,557) (20,755) 91,839
Non-cash changes HEEE
Finance costs REKAK 11,115 93,295 5,581 -
New other loan borrowed BAZHEMER 54,725 = = =
Effect of foreign exchange HNEE R B B
rate changes (22,553) - (5,862) -
Accrued bond arrangement fee B EAERE = (6,599) - -
Early termination of lease RAKILAEAR
contracts - - (36,475) -
New lease arrangements HHERH = = 23,610 -
At 31 March 2020 RZEZZE
=A=1+—"H 84,277 728,076 81,644 91,840
—E2-s5GsR PYE) SEEEEZRAER DA
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33.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

PLEDGE OF ASSETS

As at 31 March 2019, details of the Group’s assets
pledged for securing bank and other borrowings and
banking facilities during the year were included in
notes 17, 20, 21 and 24 to the consolidated financial
statements. The above pledge arrangements have been

released during the year.

LEASE COMMITMENTS

As lessee

The Group leases certain of its office premises,
warehouses, and staff quarters under operating lease
arrangements. Leases for properties are negotiated for

terms ranging from 1 year to 10 years.

At 31 March 2019, the Group had total future
minimum lease payments under non-cancellable

operating leases falling due as follows:

B2

33.

REEHEFRIT REAME R KRR
MEMEREENFBHNLRE G5
MARMTE17 ~ 20~ 21524 - + it #K 48
ZHERF AR -

LEHEELH

=Y EPN
AEERBEERETHEBAETHA
EE-AE TEEREBEIBE-H
BYEZHERN F1FE10F 25
HEITRER ©

RZZE-NAE=ZA=+—8B  x5ER
B A 2 B G B B R RO R
REEEFRABNFBAOT

2019
—TNF
HK$'000
THERT

—F R

Within one year
In the second to fifth years, inclusive

EFEAE

After five years

F_FEFLF(BHREEMF)

46,778
79,173
68,569

194,520
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

M BRRME

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

34. CAPITAL COMMITMENTS

The Group had the following capital commitments at

the end of the reporting period:

34. FIE

AEBNREHRE AT EARALRE

Capital commitments B AN
2020 2019
—E-EF —ZT-NEF
HK$’000 HK$'000
THEx FH&T
Contracted, but not provided for: HEEES L=
Capital contribution payable to BN FHRREREZHE
PRC entities 2,053 2,187
Acquisition of items of property, BEYVE BEXR
plant and equipment REIEE 154 921
2,207 3,108
—E2-25G5n PVl BEEEEZRAERDA




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

35. RELATED PARTY TRANSACTIONS

(a)

35. BB ARS

In addition to the transactions detailed elsewhere (@) BAFBEREREMIBDFIFELT
in these financial statements, the Group had RSN ANEB A L RE 7
the following material transaction with a related BDETATERRS :
party during the year:
2020 2019
—BIERF —T-hF
Note HK$’000 HK$ 000
B 5 FET TAT
SBH: ME(KH) -
Effective rental expenses EREEEH (i) 9,000 9,000
Note: Haz

(i)

The rental expenses of staff quarter were charged
by SBH based on mutually agreed terms at an
effective monthly amount of HK$750,000 (2019:
HK$750,000). with payment of HK$9,600,000
(2019: HK$9,000,000) during the year. 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 Listing Rules.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

35. 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 2020. Further details of

the Trust Agreement are set out in note 41.

—=EF =

35. EGHE

(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

35. RELATED PARTY TRANSACTIONS 35. BB AR Z (&)
(continued)
() Commitments with a related party: () EAREEE T RO IE -

As disclosed in note 35(a), the Group has rental A0 FE35(@)FT R - ANEER

commitments with SBH under non-cancellable B AN & B A B BR A9 1 1] E 88

operating leases falling due as follows: LEHEMERE (EE)ANUT

FAEAHE -
2020 2019
—B-BF —TNF
HK$'000 HK$'000
FTHExT FHET
Within one year —FR - 9,600
(d) Outstanding balances with related parties: (d)y HEEAFHREENER

()  The amount due to a director included in () AEEzZzRDEESFEEN
the Group’s current liabilities is unsecured, BEENIE ZERBEAER
interest-free and has no fixed terms of BB REETERS-
repayment.

(i) Details of the Group’s rental deposit and (i) AKRERWEARFRIBE
prepaid rent placed with SBH as at the end (EE)WHEER: RFEMNE
of the reporting period are disclosed in note BHFEIERM 198 -
19.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

35. RELATED PARTY TRANSACTIONS

(continued)

(e) Compensation of key management personnel of

the Group:

35. EGHE

X5 (8)

Salaries, allowances and

benefits in kind

Pension scheme contributions

e RRREDAZE

The above amount includes emoluments of Ms.
Luo Li, the spouse of Mr. Liang, of HK$3,384,000

(2019: HK$3,284,000).

Further details of

directors’ emoluments are included in note 8.

BRAEFET

Equity-settled share option expense Az 4EE

2020 2019

—BoBRF —ZENF

HK$°000 HK$'000

TER FER

30,449 31,039

447 469

B 1,030 1,396
31,926 32,904

FiieBEeERMZ:T (BARL
& B BE4B) 7 % B3,384,000% 7T
(ZZ— L% : 3,284,000 7T) °
EEMenE—THBENHT
8o

REEBERAER2A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

36. FAIR VALUE OF FINANCIAL INSTRUMENTS

At the end of the reporting period, the carrying
amounts of the Group’s financial instruments

approximate to their fair values.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could
be exchanged in a current transaction between willing

parties, other than in a forced or liquidation sale.

The fair values of trade receivables, bills receivable,
current portion of deposits and other receivables, cash
and cash equivalents, pledged deposits, trade payables,
bills payable, other payables and accruals, an amount
due to a director, current portion of bond payables
and interest-bearing bank and other borrowings
approximate to their carrying amounts largely due to

the short term maturities of these instruments.

The fair values of the non-current portion of deposits
and bond payables have been calculated by discounting
the expected future cash flows using rates currently
available for instruments on similar terms, credit risk

and remaining maturities.

Cie,

CREENABZAABENZIAR
BRERZ7 (MIEREZERIFEE) 2 Al
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RE - EtEMNRENESRE - BN
EE=3E BNEFIRBEND UK
AAERITREMEEN AR BERAR
HERAE  TERASELTAMNIH
I FR A o

e 2 FNHBHRENEFNAIAE
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REMRERN TR BAERN XGRS
ARBRRBIEHRMAH o
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37. FINANCIAL INSTRUMENTS BY CATEGORY 37. € T AW EE R
The carrying amounts of each of the categories of EHRem I ERNRERRANREESN
financial instruments as at the end of the reporting i

period are as follows:

2020 2019
—ECERF —ET—NF
HK$’000 HK$'000
FET FAT

Financial assets EMEE

Financial assets at FVTPL LEDIEARBEIEZ

BEEE 112,012 94,820
Financial assets at amortised costs HEBHEK AT EC2ERMEE 829,463 835,369
941,475 930,189

Financial liabilities tHas
Amortised cost B S5 R AR 933,299 1,996,415
Lease liabilities HEEE 81,644 -
1,014,943 1,996,415
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CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

38. LITIGATION

(a)

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$22.0 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$20.7
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 has not bought back any
inventories from the Plaintiff and the Group
has further filed an application for enforcement
opposition to the District Court to close the case
due to the fact that the Plaintiff was found to
have no more assets in its books and therefore
the Group is unable to buy back any inventories
from the Plaintiff. The directors of the Company
are of the opinion that adequate provision has
been made in the financial statements to cover

any potential liabilities arising from the Claim.

Crels

BN

(a)
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38. LITIGATION (Continued)

(b)

As at 31 March 2020, the Group’s certain
previous business partners (the “Plaintiffs”) filed
a claim against the Group for compensation of
profits arising from certain previous business
relationships in the sum of approximately
RMB25.3 million. As of the date of these financial
statements, the claim is still in the early stage of
legal proceedings. Based on the legal opinions
obtained by the directors and in view of all the
current facts and circumstances, it is opined that
at the end of the reporting period and as at date
of these financial statements, the outflow of
economic benefits arising from the claim is not

probable.

39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise

interest-bearing bank and other borrowings, bond

payables and cash and short term deposits. The main

purpose of these financial instruments is to finance

the Group's operations. The Group has various other

financial assets and liabilities such as financial assets

at fair value through profit or loss, trade receivables,

bills receivable, deposits and other receivables, trade

payables, bills payable, other payables and accruals,

which arise directly from its operations.

235

—E_EEER

38.
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39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors
reviews and agrees policies for managing each of these

risks and they are summarised below.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to bond payables, fixed-rate bank and other
borrowings and bills payable.

The Group's exposure to the risk of changes in market
interest rates related primarily to the Group’s interest-
bearing bank borrowings with floating interest rates.
The contractual interest rates and terms of repayment
of the interest-bearing bank borrowings of the Group
are set out in note 24.

During the year ended 31 March 2019, a reasonably
possible increase in 50 basis points in interest rates
would have increased loss before tax of the Group by
HK$321,000 (2020: nil) during the year.

9. BEBREEBRERBE

(%)
mAEENSBIAELNEEZAR S
FERER - SMERKR - EERRRED
AcEl - EFEEHRBEEBER
RERBOEEK  FEHLAT -

) X &L

AEEFEMES - BIENRORTR
HEEAMENRERAEIAEBEN
LR -

AEBAAZNTSNXEBER TR
RSB S F BN RN BRITE
B - AEEFRBRITEENANMNEE
1838 HIRR SN M 524 -

BE_Z-NFZA=t—HLFE"
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39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating
units in currencies other than the units’ functional
currencies. For Hong Kong operations, all sales and
purchases transactions are settled in Hong Kong dollars
or United States dollars. Meanwhile, most of the sales
and purchase transactions in the PRC operations are
settled in RMB. Accordingly, the transactional currency
exposures of the Group are not significant. The Group
has not entered into any hedging transaction to reduce
the Group's exposure to foreign currency risk in this

regard.

Equity price risk

The Group is exposed to equity price risk through its
investment in unlisted investment fund. Management
regularly reviews and monitors the Group’s investment

portfolio so as to limit the risk exposure.

—=EF =
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39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Equity price risk (continued)

Sensitivity analysis

The sensitivity analyses below have been determined

based on the exposure to equity price risk at the end of
the reporting period.

If the price of the unlisted investment fund had been
5% higher/lower, post-tax loss for the year ended 31
March 2020 would decrease/increase by approximately
HK$4,200,000 (2019: HK$3,556,000) as a result of the
changes in fair value of the unlisted investment fund.

Credit risk

As at 31 March 2020, the Group’s maximum exposure
to credit risk which will cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties is arising from the carrying amount of
the respective recognised financial assets as stated in

the consolidated statement of financial position.

The credit risk of our Group mainly arises from trade
receivables, bills receivable, financial assets included in
prepayments, deposits and other receivables, pledged
deposits and bank balances. The carrying amounts
of these balances represent our Group’s maximum

exposure to credit risk in relation to financial assets.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up

action is taken to recover overdue debts.
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39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Credit risk (continued)

For trade and bills receivables, the Group has applied
the simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. The Group estimates the ECL
based on historical credit loss experience and forward
looking information, including the general economic
conditions of the industry in which the debtors
operate. In this regard, the directors of the Company
consider that the Group's credit risk is significantly

reduced.

For other non-traded related receivables, the Group has
assessed whether there has been a significant increase
in credit risk since initial recognition. If there has been
a significant increase in credit risk, the Group will
measure the loss allowance based on lifetime rather
than 12-month ECL.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings

assigned by international credit-rating agencies.

The Group’s exposure to credit risk

In order to minimise credit risk, the Group has
delegated a team responsible for determination of
credit limits and credit approvals. The credit rating
information is supplied by the management uses the
Group’s own days past due to rate its major customers
and other debtors. The Group’s exposure and the
credit ratings of its counterparties are continuously
monitored and the aggregate value of transactions

concluded is spread amongst approved counterparties.

39.
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39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

The Group’s exposure to credit risk (continued)

The Group’s current credit risk grading framework

comprises the following categories:

39. Bf #% & B

EEEERKREK
(ﬁ%‘?)

sERR (&)
Z&%@Eﬂﬂ%ﬂfﬂ (&)

Ao B AT 015 B A ST AR AE 2R 45 I
SRR

Category Description Basis for recognising ECL

£Hl Hit BRARAEERRNER
Trade and bills Other financial
receivables assets
EWESHERENRE HpemEE

Performing For financial assets where there has low risk of ~ Lifetime ECL 12-month ECL
default or has not been a significant increase  (simplified approach)
in credit risk since initial recognition and
that are not credit impaired
(refer to as Stage 1)

B4 RENERREXENIRAREERR SHRBEERR REABRBEEER
TABE ARV EEERENSREE (BtR%)

(BAREIEE)

Doubtful For financial assets where there has been a Lifetime ECL - not credit Lifetime ECL - not credit
significant increase in credit risk since initial impaired impaired
recognition but that are not credit impaired
(refer to as Stage 2)

A& RENSERLEERREE LTHE THRBEERR THEHEERE
TEREERENEREE (BASIKR) - TREEAE -UEEERE
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39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

The Group’s exposure to credit risk (continued)

0. BEBREERAERBE

(%)

EERRE (&)

A E [ E £ a5 B R (F)

Category Description Basis for recognising ECL
£hl it ERRNCERBNES
Trade and bills Other financial
receivables assets
EWESHERENRE HemEE
Default Financial assets are assessed as credit impaired  Lifetime ECL —credit impaired ~ Lifetime ECL ~credit
when one or more events that have a impaired
detrimental impact
on the estimated future cash
flows of that asset have occurred
(refer to as Stage 3)
#N ERLEHERAEMIARAEREBER  2HEBEEER THEREERER
FHFEN-—ESZREN  AEH -FERE —fRERE
TREERFTREENE (BAFER)
Write-off There is evidence indicating that the debtor isin ~ Amount is written off Amount is written off
severe financial difficulty and the Group has
no realistic prospect of recovery
fi 34 EEETERARHRENBEE - Ex it b SEBME

MASE Y& RO HENS

==}

BAIR

REEBERAER2A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Credit risk (continued)

At the end of the reporting period, the Group had
certain concentration of credit risk as over 87% (2019:
61%) of the Group's trade and bills receivables were

due from the Group’s top five customers.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade and bills

receivables are disclosed in note 18.

Liquidity risk

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the
use of interest-bearing bank and other borrowings,
bond payables and trade finance facilities. 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 bank
credit facilities to address any short-term funding

requirements.

9. BEBREEBRERBE
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39. FINANCIAL RISK MANAGEMENT 9. HEARBEEEERKE
OBJECTIVES AND POLICIES (continued) (#&)
Liquidity risk (continued) mEE e Rk (8)
The maturity profile of the Group’s financial liabilities REBEREARMBENREETENS
as at the end of the reporting period, based on BB ERRE RN EBBRNT

contractual undiscounted payments, is as follows:

2020
=
On
demand
or less
than
1 year 1to Over
EEXR 5 years 5 years Total
—£R —-Z2If EELE #ct
HK$’000 HK$'000 HK$'000 HK$'000
TR TR TR TR
Trade and bills payables ERESTER
ERRE 3,783 - - 3,783
Financial liabilities included in other &t A H # & {5 238 ]2
payables and accruals EAEENSRAR 25,323 - - 25,323
Lease liabilities HEAR 27,209 49,950 36,755 113,914
Interest-bearing bank and other HESTREMES
borrowings 87,439 - - 87,439
Bond payables &S 571,484 241,319 24,972 837,775
Amount due to a director N EE A 91,840 - - 91,840
807,078 291,269 61,727 1,160,074
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39. FINANCIAL RISK MANAGEMENT 9. HEAREEBEBEREE
OBJECTIVES AND POLICIES (continued) (%)
Liquidity risk (continued) mEE e Rk (8)
The maturity profile of the Group’s financial liabilities AEBRZREARMBANRESBITED
as at the end of the reporting period, based on PREBENRERARNINBERIAT
contractual undiscounted payments, is as follows: (%)

(continued)

2019
“Z-NF
On
demand
or less
than
1 year 1to Over
JE Z 3k 5K 5 years 5 years Total
—ER —EhF AFERE H@at
HK$'000 HK$'000 HK$'000 HK$'000
BT FTABL FTAEL FTAEL
Trade and bills payables ERNESFIER
ARESH 518,994 - - 518,994
Financial liabilities included in other &t A K fth & 5 Z0B &
payables and accruals EtEENLSREE 21,069 = = 21,069
Interest-bearing bank and other TERTREMEE
borrowings 666,897 - - 666,897
Bond payables EMES 320,698 665,969 44,073 1,030,740
Amount due to a director ENEEZE 1 - - 1
1,527,659 665,969 44,073 2,237,701
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39. FINANCIAL RISK MANAGEMENT 0. BEBREERAERBE
OBJECTIVES AND POLICIES (continued) (&)
Fair value measurement recognised in the REHMBRARERZARE
consolidated statement of financial position Bit 2
The following table provides an analysis of financial THRIINERERARAABEAEZ
instruments that are measured at fair value at the CRTABALTEUHRIELEHTEZ
end of each reporting period for recurring and non- A DERBBASESABEZA
recurring measurement, grouped into Levels 1 to AEEZABEREEME D AFIZES
3 based on the degree to which the fair value is T RRRZEFRANE M BT IR
observable in accordance to the Group’s accounting BENAS R eREERESRBEL
policy. The directors of the Company consider FEEEEAAEBEES -
that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair
values.
31 March 2020
—E-_BF=H=1+-8H
Level 1 Level 2 Level 3 Total
F1R E28R 3R @t
HK$'000 HK$'000 HK$'000 HK$'000
FEx FEx FER TET
Financial assets at FVTPL REZRAAEE
IR eMEE
Unlisted investment fund FETEREES - - 112,012 112,012
31 March 2019
“T-NAF=ZA=+—H
Level 1 Level 2 Level 3 Total
18 F28 £33 #ct
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET THET TET

Financial assets at FVTPL REDBEAREE
Nz EMEE
Unlisted investment fund FEMREES

During the years ended 31 March 2020 and 2019, there
were no transfers between levels of the fair value hierarchy.

= 94,820 94,820

REEZZTE_ZFR_ZT—-NF=HA
=+—BIEFE ZSRABEEHRZH
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39. FINANCIAL RISK MANAGEMENT 0. M BERBEEAEERKXK
OBJECTIVES AND POLICIES (continued) (%&)
Fair value measurement recognised in the REeEHMBRARERZ ARE
consolidated statement of financial position EFtE (8&)
(continued)
Fair value of financial assets that are measured at BB EEL DN BEFTES 2
fair value on a recurring basis FEEZNAIEE
The valuation techniques and inputs used in the fair ZeRmTREREEEREEZ DA BER
value measurements of each financial instrument on a 2R A 2 & E BT & A B RS 5 0
recurring basis are set out below: T«

Relationship

of key inputs
Significant ~ and significant

Fair values as at unobservable  unobservable
Fair value 31 March Valuation technique input/ inputs to
Financial instruments hierarchy 2020 2019 and key inputs  Percentage fair value
FEHA
HEREX
RATRBZAAEE EART FUBREGA
ZH=+-H HERNR BERASE,/ BEHEAANER
SRMIA MEEESR -Z-ZF ZE-NE TERAYE Bk pd 1A
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TEn
Financial assets at FVTPL
BERENABBIRZEREE
Unlisted investment fund Level 3 112,012 94,820 Valuation technique: ~ Volatility/42%  The higher the
FEMREES F3M Market approach - (2019: 39%) volatility, the

Quoted bid pricesinan  &18,/42%  lower of the fair
active market, discount (ZZE—AF:  value of unlisted

for lack of marketability 39%) investment
using Black-Scholes portfolio
option pricing model. R -
Key inputs: Bl ERE

Quoted market prices; S WA
time to maturity and EEGE

volatility used in
calculation of discount
for lack of marketability
R 1 -

mi5E—
ERBETIEPHORE
ERBN R RS
EEEEAMRZEE
(ki X
ITEGAEE:
m5HE :

Mz BRI R E
Rz EELNE

iR KB
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39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Fair value measurement recognised in the

consolidated statement of financial position

(continued)

Reconciliation of Level 3 fair value measurements of

financial assets on recurring basis are as follows:

0. BEBREERAERBE

(%)

Re MBI KER L AAE

Bt E (58)

TREEHK:

BREEUEELEUEIRAABEFEZ

Unlisted

investment

portfolio

FLETREAS

HK$'000

FEx

At 1 April 2018 RZZE-NFMHH—H -

Addition NE 26,308

Fair value gain through profit or loss EEEERER AR BEKE 68,512
At 31 March 2019 and 1 April 2019 RZZE-—NF=A=+—8HEK

—E-NFHEA—H 94,820

Fair value gain through profit or loss EERERERZARBEKE 17,192

At 31 March 2020 RZZE_ZTF=A=+—H 112,012

—E_FFHFH
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39. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Fair value measurement recognised in the
consolidated statement of financial position
(continued)

Capital management

The primary objectives of the Group’'s capital
management are to safeguard the Group’'s ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and

maximise the shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives,
policies or processes for managing capital during the
years ended 31 March 2020 and 31 March 2019.

The Group monitors capital using a gearing ratio,
which is net debt divided by the total capital plus net
debt. Net debt includes interest-bearing bank and
other borrowings, trade payables, bills payable, other
payables and accruals, lease liabilities, bond payables
and an amount due to a director less cash and cash
equivalents. Total capital represents equity attributable
to ordinary equity holders of the Company. The
gearing ratios as at the end of the reporting periods

were as follows:

30. B EREEBRERER

(%)
ReFHBIRRKER L AAE
Bt E (8)

BAREHE
AEENEAERNEEBE  2RE
AEERBERLNENRRERENE
AL U BHEBREBREEES
Kb

AREEEEEENGERENAREERN
HEREREENARSHELFHE
RRTFRABEARRE  AEE AR
ARRIKMNZBE - ARREEEAR
BITHBD - AERERBE_ZT_TF
ZA=+—BR=F-NAF=ZA=1+—
BLSFETESEREANER  BX

AEEERBRRLEREZTEN - BER
R AR E AR DERSHEE o BI5HE
BREFERITREMEE  BHBESHK
B BERE RMEMRBERENR
B -HERE BHEFARENES
REMBM BRERASSEY T
B MEREARNRERESFE AR
RS  NBEERRZBER L RN
T
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39. FINANCIAL RISK MANAGEMENT 0. B EREERERBR
OBJECTIVES AND POLICIES (continued) (&)
Fair value measurement recognised in the ReEMHTBRARERZ ZAE
consolidated statement of financial position Bzt=E (8)
(continued)
Capital management(continued) BAREHE ()
2020 2019
—B-BF —TNF
HK$'000 HK$'000
FET FAET
Trade and bills payables BB 55 IE R ER E & 3,783 518,994
Other payables and accruals Hith et RIE R B B & 182,890 126,534
Lease liabilities HEBRE 81,644 -
Bond payables R ES 728,076 809,389
Interest-bearing bank and other borrowings =t 2717 & H & & 84,277 646,962
Amount due to a director EEEHIE 91,840 1
Less: cash and cash equivalents B IReMReEEY (698,525) (598,087)
Net debt B1% %R 473,985 1,503,793
Equity attributable to ordinary equity KA FEBERIFH A
holders of the Company FE(DREZS 296,787 545,740
Capital and net debt BAR KRB F5E 770,772 2,049,533
Gearing ratio =R 2 61% 73%

—R-REER REEBEBEZERER 2 A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —Z—ZTF=F=+—HILFE

THE COMPANY

40. STATEMENT OF FINANCIAL POSITION OF 40.

Information about the statement of financial position

N1 ) B9 B S AR O R

BRAARRBRNE®E AR BALER

of the Company at the end of the reporting period is as BRI
follows:
2020 2019
—B-BF —TNF
HK$'000 HK$'000
FHE T TA&T
NON-CURRENT ASSET RBEE
Investments in subsidiaries REBARIRKRE 1,093,604 1,282,008
CURRENT ASSETS RBEE
Cash and cash equivalents BeMRESEEY 2,021 10,785
Due from a subsidiary FE W BT B A R IR - 19,845
Total current assets A EEE 2,021 30,630
CURRENT LIABILITIES REBEE
Accruals fExtaE 7,713 596
Amount due to a director et EEFRIE 91,463 =
Bond payables AR 518,128 266,972
Total current liabilities mE B EER 617,304 267,568
NET CURRENT LIABILITIES REBEEFE (615,283) (236,938)
TOTAL ASSETS LESS CURRENT HWEERRBARE
LIABILITIES 478,321 1,045,070
NON-CURRENT LIABILITY kRBEE
Bond payables FET &S 209,948 542,417
Net assets BEFE 268,373 502,653
EQUITY =
Issued capital BT 226,010 226,010
Reserves (Note) & (A7) 42,363 276,643
Total equity R 268,373 502,653

SILVER BASE GROUP HOLDINGS LIMITED Annual Report 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER e

For the year ended 31 March 2020 —E-FF=A=+—HIFE

40. STATEMENT OF FINANCIAL POSITION OF 40. R DA BB AR R 3R (&)
THE COMPANY (continued)

Note: Biat :
A summary of the Company’s reserves is as follows: RARREOBENT
Share Capital Share
premium Capital redemption option  Accumulated
account reserve reserve reserve losses Total
R EER iR ERRERE BRERE it ER ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL
At 1 April 2018 R=F-\0A-A 599,747 229,208 1,554 50,176 (492,274) 388,411
Loss for the year and total FRBERER
comprehensive expense 2HERLE
for the year - - - - (111,455) (111,455)
Equity-settled share option WEREE Y
arrangements BRER S - - - 5,208 - 5,208
Share repurchase kirER (5,521) = 1,271 = (1,21) (5,521)
Share options lapsed and EIRE R R
cancelled - - - (3,822) 3,822 -
At 31 March 2019 and RZE-n$=A=1-H
1 April 2019 k=E-n§HMA-A 594,226 229,208 2,825 51,562 (601,178) 276,643
Loss for the year and total FRERRER
comprehensive expense 2EERLE
for the year - - - - (236,566) (236,566)
Equity-settled share option NEREE 7
arrangements BIRET - - - 2,286 - 2,286
Share options lapsed and IR AT R
cancelled - - - (1,983) 1,983 -
At 31 March 2020 RZZ-FEF=f=1-H 594,226 229,208 2,825 51,865 (835,761) 42,363
The Company’s capital reserve represents the excess of RAATIHENEGEEEEEBEAHMKEY
the net book values of the subsidiaries acquired pursuant B AR EEBLEFABREARD TS 2T
to the group reorganisation over the nominal value of the R% {5 EE B EE 5 o

Company's shares issued in exchange therefor.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CRER

For the year ended 31 March 2020 —ZE=-FF=A=+—HIFE

41. PARTICULARS OF PRINCIPAL 4. TEZMB R ANFS
SUBSIDIARIES
Particulars of the Company’s principal subsidiaries are AATTEWNBE LTINS HOT
as follows:
Proportion of

Place of Proportion of ownership voting power held

incorporation/ Issued ordinary interest held by the Company by the Company

registration and share/registered KRR RERERLN KDAREZ

operations paid-up capital B idi]
Name AL/ BREER/ Directly Indirectly 31 March Principal activities
i MR EELY BEfMRER E# [} Zh=t-R TERH

0o W9 w0 09 wN 09
SRCEF CTONF CE0RF T0F SRCEE CEAF
% % % % % %

Fast Boom Holdings Limited ~ British Virgin Islands/ US§1(2019: Us§1) - - 100 100 100 100 Investment holding
ARBRAERAT Hong Kong 1% RERR
ABEERES/ /B (ZF-nE:
1£71)
Richmind International Limited ~ British Virgin Islands/ US$1(2019; USS1) 100 100 - - 100 100 Investment holding
EREBERAR Hong Kong 157 RERR
ERUBRNE/AR (ZE-nE:
1£70)
Silver Base Investment Hong Kong HKS$1(2019: HK$1) - - 100 100 100 100 Trading of red wine
Development Lited Bk 157 HEES
BEREERERAT (ZE-1E:
1#£7)
Silver Base International Hong Kong HK$2(2019: HK$2) - = 100 100 100 100 International distribution
Development Co. Limited & W7 of liquor and cigarette
BEERERERDT (2B products
%70) RRAHERED
SBTS (note (j) PRC/Mainland China 15§115,350,000(2019: - - 100 100 100 100 Distrbution of liuor
BEEEE (7)) R/ AE R US§115,350,000) products and sugar n the
(Hiit) 15,350, 000% 7 Mainand China market
115,350,000%70) BERRE
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For the year ended 31 March 2020 —ZE=-ZF=FH=+—HIFE

41. PARTICULARS OF PRINCIPAL 1. TEMBR AR (F)
SUBSIDIARIES (continued)
Proportion of
Place of Proportion of ownership voting power held
incorporation/ Issued ordinary interest held by the Company by the Company
registration and share/registered KRR ERRREL N KRARRZ
operations paid-up capital RERLH
Name it/ BRfTERR/ Directly Indirectly 31 March Principal activities
2R AfREEHE BHfHRER B B ZR=1-"H TEER

00 019 00 019 00 209
ZECEE “3-)F CECEE C3F CBCEE )4
% % % % % %

Silver Base Wine & Spirit Limited  Hong Kong HK$10,000 (2019; - = 100 100 100 100 Distribution of Dimple
BERERRAT ik HK$10,000) Scotch Whisky
10,0007 BEREGRRR LS
(Z5-n%:
10,000%7)
Silver Base Wine & Spirit PRC/Mainland China HK$463,600,000 (2019: - - 100 100 100 100 Distribution of iguor
(Shenzhen) Co. Ltd fnote )~ & /HERK HK$463,600,000) products n the Mainland
iESilvel) 463,600,005 7C China market
BRAAH) (Z3-1n%: RRER TR ERER
463,600,000 )
Siver Base Healthare Products ~ Hong Kong HKS1 (2019: HKS1) - - 100 100 100 100 Trading of healthcare
Investment Company Limited &7 %7 products and food
BERRORARRAA (ZE-nE: RERRARES
1&70)
Shenzhen Silver Base Wine PRC/Mainland China RMB3,000,000 (2019: - - 100 100 100 100 Distribution of liquor
Kingdom Sales Management R /B f RMB3,000,000) products and daily
Co. Ltd (" SBWK") (note i) ARE3,0000007 necessities in the
PRt (zB-nE: Mainland China market
HERRERAT AE%3,000,0007) MER AR
([ SEaESS) FESRAES
Wiy
Shenzhen Yinshengqu Asset PRC/Mainland China RMB2,600,000 (2019: - - 100 100 100 100 Provision of internet senvice
Management Company Limited /% Bt RMB2,100,000) RETRARE
(*Yinshenggu') note i) NRE2,600,0007
FIREAREERARAT (Z5-n%:
(TR Hettin) AR¥2,100,0007)

—z-ossR PR S EEEERER A A
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41. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

Notes:

Registered as wholly-foreign-owned enterprises under
PRC law.

Registered as a private company with limited liability
under PRC law.

Yinshenggu is a limited liability company established
under PRC law and under the legal ownership of two
individuals (the “PRC Equity Owners”). Under certain
agreements (the “VIE Agreements”) entered into
among the PRC Equity Owners, Yinshenggu, SBWK
and spouse of each of the PRC Equity Owners, SBWK
controls Yinshenggu by way of having the voting
rights to govern the financial and operating policies,
having the power to appoint or remove the majority
of the directors of Yinshenggu, obtaining all the
returns of Yinshenggu through service income and
provision of working capital to Yinshenggu through
loan arrangements. Accordingly, the Group has rights
to exercise power over Yinshenggu, receives variable
returns from its involvement in Yinshenggu, and has
the ability to affect the returns from Yinshenggu
through its power over Yinshenggu. The Company’'s
directors confirmed that, based on the advice from the
Company’s PRC legal adviser, the VIE Agreements are
legally binding and enforceable against each party in
accordance with their terms and provisions under PRC
law.

Further details of the contractual arrangements are
disclosed in the circular of the Company dated 5
February 2018.

4. TEZEMB A NFE (&)

Wit -

RiFHBEAREMOIEBEDRE -

REFEEREMN—RLABRA
= o

REABBRBTFEERK LI HME
AT (THEBREEES A EEEEMN
ERNABRAEMTEAR - RigH EARE
BEAN REL REDEZFHRLS
BREREAASBNEBAIILNE
T8 (TVIEG ) - RERET R
HIRES  DABEARAEURE
MBNEERE  BREmRELR
BAMARZHES LB BRBW
ABUS IR EE A K FT A | 3R 055 3B B
ZHRRE/REZEES - Bt
AEBEBREREATERED  KE
SERBAESUHEEE  LHEN
BREYREANENZERBRE
AEEE - RAREERER  REA
ARRAFBEEEBRAMNER  RiEHHE
EREERR RGN VIEGZEE S5 A
BERKIR N KT8 HIHTT

BRZPERE T FBERARA A H
RZTE-N\FZARENBHFRE -
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41. PARTICULARS OF PRINCIPAL A1, T EREB A BINEFERE (8)

SUBSIDIARIES (continued)
As disclosed in note 35(b), the Group has formed
the Partnerships with the Employees under the Trust
Agreement. Pursuant to the Trust Agreement, Mr.
Liang Guosheng held the 2% contributions and all of
his rights to and interests in each of the Partnerships
as a trustee of the Group, and solely followed the
instruction of the Company to exercise all powers and
authorities as the sole general and executive partner of

each of the Partnerships.

The principal terms of each of the 17 partnership
agreements (the “Partnership Agreements”) entered
into amongst Mr. Liang Guosheng and the Employees

are:

(1) Each of the Partnerships is contributed by Mr.
Liang Guosheng as to 2% and the Employees as
to 98%;

(2) Mr. Liang Guosheng would act as the sole
general and executive partner of the Partnerships,
while the Employees would act as the limited

partners thereof;

(3) As the sole general and executive partner of
each of the Partnerships, the decision-making
power and financial and operating policies of
each of the Partnerships are controlled by Mr.
Liang Guosheng, who has the sole and absolute
control over the management and operation of

the Partnerships; and

255

—E_EEER

HINHEEIS (D) E - NEERIBEFT
HEEZEFRENLANKNEE - REE
it REBTEARKREZTEAN
ENHAHZSEKEERN2%HEIAR
BRERIKEEMAAERN NER -
RESEERSKRBRARRNERAS
BREENE-—BBRATERANS
MITEMEEN RIZHE -

B (EPERE) REBTEEZSREM
AN

RIS Z 1T E IR E R ([

AT

Wkl MERIFRAS

BERREENHE L OIS RE R
FTEE2%MZEFRE1598% :
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41. PARTICULARS OF PRINCIPAL 4. TEZEMB A NFE (&)

SUBSIDIARIES (continued)

(4) The residual assets and liabilities of each of the 4) BAENREENFBKEERAGEH
Partnerships are entitled by the Employees in ZERERSERSEIREER
proportion to their contributions in each of the LEMmMEZE @ WAREHIRELE
Partnerships, and are limited to the amount of AR -  SENCENBRTHGRE
their investment contributions. The remaining ENBERRBEBEEZS -

residual assets and liabilities of each of the

Partnerships are entitled by Mr. Liang Guosheng.

As a result of the effects of the Trust Agreement AR EAHaEReRkEERENTZE
and the Partnership Agreements, the Partnerships HEFTTENME - SIKE KRR T
are accounted for as subsidiaries of the Company BARAAIKTAAR - ANAGIEE®R
for accounting purposes. The Company’s directors BBEAANRFEEZERZER &7
confirmed that, based on the advice from the ERE K ERHZERE AR BARA]
Company’s PRC legal adviser, the Trust Agreement BIE R BEDEEHT

and the Partnership Agreements are legally valid and

enforceable under PRC law.

Up to 31 March 2020, 16 of the Partnerships have BEE_Z-_ZTF=-A=+—H ' 16[M4&
been dissolved (2019: 16). KPEERBE(ZT—NF : 16/) -
The above table lists the subsidiaries of the Company ERAFIOAQRIMBARISESERA
which, in the opinion of the directors, principally TEXEINFEEEIENEAEBEE
affected the results for the year or formed a substantial FENEZINOE ZFEZ2RA - EHE
portion of the net assets of the Group. To give details BB AR KB E <L B RRBARIT
of other subsidiaries would, in the opinion of the Ko

directors, result in particulars of excessive length.
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