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Summary Financial Information

BHERBE

Year Ended 31 March EZ=A=+—-HL&E

2008 2009 2010 2011 2012
“ZTN\F CZETHNF “Z-TF C"EZ--F CEBE-Zf
HK$' 000 HK$' 000 HK$' 000 HK$’ 000 HK$' 000
TER FER TER THT TR
Revenue g 1,485,054 1,252,210 1,319,089 2,217,382 2,974,126
Gross profit E 559,165 627,102 623,048 1,021,453 1,388,303
Profit before tax BB AIFE 480,439 502,425 483,586 754,990 926,036
Profit for the year attributable NI -3
to ordinary equity holders BRBAA
of the Company JEMR B 399,724 415,122 396,149 585,292 697,874
Basic earnings per share (HK cents) SREAZF (i) 44.41 46.12 33.18 49.18 58.64
Non-current assets ERBEE 19,740 20,166 23,548 28,942 29,979
Current assets EAE 780,552 393,162 1,623,493 1,971,540 2,923,576
Current liabilities THEE 292,615 157,109 207,217 349,822 919,544
Non-current liabilities L N=R - = 250 459 281
Net assets BEFE 507,677 256,219 1,439,574 1,650,201 2,033,730
Note: Wit

The results of the Group for the financial year ended 31 March
2008 and the statement of financial position items of the
Group as at 31 March 2008 are extracted from the Company’s
prospectus dated 30 March 2009.
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Summary Financial Information

MBEERBE
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WULIANGYE

Wouliangye is a typical feature of
“strong flavor type” baijiu
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YONGFU JIANGJIU

A new high-end “soy flavor type” baijiu
Yongfu Jiangjiu is unique in various soy flavor baijiu products
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NATIONAL CELLAR 1573

Originated from 1573 liquor cellar units,
a key cultural relics under the State-level protection
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SHANXI XINGHUACUN FEN WINE
It is the originator of fresh flavor type baijiu.
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GUIZHOU YAXI LIQUOR

Guizhou Yaxi is a mixed flavor type baijiu
with a long history of over 200 years
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GUO BAO DAQUANYUAN

Gigantic wooden barrels for vintage baijiu storage
State’s Catalogue of Intangible Cultural Heritage
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RKHED
Final Points of Sales

TR RS
2nd & 3rd Tier Distributors

-

5 Channels of Distribution to Fully
Penetrate into the PRC Market
EFALERKRHEREZEBEFRE TS

Supermarkets

ope Silver Base Group's

Diversified Product Mix

Hotels & Restaurants REEENSTLERED

Liquor & Cigarette Specialty Stores S
EEREEEEE

Group Purchases ;
)

Entertainments
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Key Events
2F 0O

7 MAY 2011

Silver Base Group obtained the sole
worldwide distribution right for 55%
(alcoholic degree) 40-year Qinghua Fen
Wine and 55% (alcoholic degree) Classic
Guocang Fen Wine of Shanxi Xinghuacun
Fen Wine

2011§5A87H

IREEERFILAS
TER 5 B KI55E 404
SN BRESELHA
BEDBEMORIR |
BRBICEE

18 MAY 2011
Silver Base attended 16th CLSA China

Forum

201158 18H
BEYEES+AERSSATELEHIE

29 JUNE 2011

Silver Base Group was awarded with
the “OQutstanding High-end Wine
Operator” in “The 6th CAPITAL
Outstanding China Enterprise Award”

2011F6H29H
RESERE[FNEEAPREL D
KR pLEE ]

26 JULY 2011

Corporate Day Event for analysts and

fund investors

2011%¥7H26H
SMBRIBEECEHEER
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26 AUGUST 2011

2011 Curs Bourgeois du
Medoc China Tour

2011%E8H26H
20112 R P RATEEE2HKE

8 AUGUST 2011
Silver Base Group held 2011 Annual

General Meeting

2011%E888H
PHEBRTWIEERTEFEAS

14 SEPTEMBER 2011
Yongfu Jiangjiu Awarded “New
Technological Innovation on Chinese

Liquor Product”

201198 14H
X 48 8 E &
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& o TER
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22 DECEMBER 2011

Silver Base Group was awarded the
“15th Win-win General Assembly of
Manufacturers and Franchisers - the
Best Brand Operator” by Wuliangye
Group.

2011412822H
FREEEAEBRE
EERADEES
+HE12.18ME L2
HEAEZ LR
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3 FEBRUARY 2012
Silver Base Group Sponsored the
5th Annual Conference of Asian

Manufacturing Forum

201292 H3H
PEEEEHFAEDNLELRE
Fg

(

201

22 FEBRUARY 2012

Silver Base Group and Mr. Liang

2212

Guoxing, the chairman received
“Qutstanding Relationship Management
Award” and “Outstanding Asian
Knowledge Leaders Awards”

respectively
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Key Events
250

23 MARCH 2012

Silver Base Group renewed Wuliangye
45% Distribution Agreement with
Wuliangye Group

2012%3H23H
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o
FTRBR a
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29 MARCH 2012

Silver Base Group obtained exclusive

distribution right for Jilin Guo Bao

Daquanyuan brand products
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Corporate Information

LEEH

EXECUTIVE DIRECTORS

Mr. Liang Guoxing (Chairman)

Mr. Guan Huanfei

Mr. Wang Jindong

Mr. Joseph Marian Laurence Ozorio
Ms. Cheung Mei Sze

NON-EXECUTIVE DIRECTORS
Mr. Wu lJie Si
Mr. Chen Sing Hung Johnny

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Hung Sui Kwan

Mr. Ma Lishan

Mr. Zhang Min

COMPANY SECRETARY

Ms. Fok Pik Yi Carol Acis, ACS(PE), CMILT

AUDIT COMMITTEE

Mr. Hung Sui Kwan (Chairman)
Mr. Ma Lishan

Mr. Zhang Min

COMPLIANCE COMMITTEE
Mr. Hung Sui Kwan (Chairman)

Mr. Ma Lishan

Mr. Zhang Min

Mr. Guan Huanfei

REMUNERATION COMMITTEE
Mr. Hung Sui Kwan (Chairman)

Mr. Ma Lishan

Mr. Zhang Min

Mr. Liang Guoxing

Mr. Guan Huanfei
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NOMINATION COMMITTEE
Mr. Hung Sui Kwan (Chairman)

Mr. Ma Lishan

Mr. Zhang Min

Mr. Liang Guoxing

Mr. Guan Huanfei

AUTHORISED REPRESENTATIVES

Mr. Guan Huanfei

Ms. Fok Pik Yi Carol Acis, ACS(PE), CMILT

AUDITORS

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

REGISTERED OFFICE
Cricket Square
Hutchins Drive
P.O. Box 2681
Grand Cayman KY1-1111

Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF

BUSINESS IN HONG KONG
27th Floor

The Sun’s Group Centre
200 Gloucester Road
Wanchai, Hong Kong

HEAD OFFICE IN THE PEOPLE'S REPUBLIC
OF CHINA

Rooms 5709-5716, 57th Floor

Office Tower

Shun Hing Square Di Wang Commercial Centre

5002 Shen Nan Dong Road

Shenzhen, PRC
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Corporate Information

LEEH

CAYMAN ISLANDS PRINCIPAL SHARE FEHERNBFETRE
REGISTRAR AND TRANSFER OFFICE

Butterfield Fulcrum Group (Cayman) Limited Butterfield Fulcrum Group (Cayman) Limited
Butterfield House Butterfield House

68 Fort Street 68 Fort Street

P.O. Box 609 P.O. Box 609

Grand Cayman KY1-1107 Grand Cayman KY1-1107
Cayman Islands Cayman Islands

HONG KONG SHARE REGISTRAR AND BEERNBFERE
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited BAPRBLHELBRAA
Shops 1712-1716, 17th Floor BB

Hopewell Centre 2RRNBR183W

183 Queen’s Road East & ALy

Wanchai, Hong Kong 17481712-1716%F
PRINCIPAL BANKS FEERIRT

Industrial and Commercial Bank of China (Asia) Limited B TR RT(EM BERAAE
Bank of China (Hong Kong) Limited HREIRTT (BB BRAQA
STOCK CODE B 55

886 886

WEBSITE OF THE COMPANY N B 48 uh
www.silverbasegroup.com www.silverbasegroup.com

(information on the website does not form part of this (U AR EFTE M ERAFER—E D)

annual report)
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Dear Shareholders,

On behalf of the board of directors (the “Board”) of
Silver Base Group Holdings Limited (the “Company”), |
am pleased to present the annual report of the Company
and its subsidiaries (collectively, the “Group”) for the year
ended 31 March 2012.

As a leading baijiu distributor and supplier in China,
the Group capitalised on the opportunity to divide its
markets, adopt proactive marketing strategy according
to local conditions, allocate more resources to sales,

increase efforts in sales supervision, carry out multi-

Silver Base Group Holdings Limited

KEEXFREREE
Mr. Liang Guoxing,
the Group’s Chairman

BAIRR
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level and comprehensive marketing interaction and
achieve high integration of products, markets, channels
and end consumers, posting sound results. For the year
ended 31 March 2012, the Group’s revenue amounted
to HK$2,974.1 million. Profit for the year attributable
to ordinary equity holders of the Company amounted to
HK$697.9 million and basic earnings per ordinary share
were HK$0.5864. The Board recommend the payment
of a final dividend of HK$0.05 per ordinary share and a
bonus issue of 1 bonus ordinary share for every 40 existing
ordinary shares held by the shareholders of the Company
(the “Shareholders”) for the year ended 31 March 2012.

To increase operating benefit and efficiency in line with
the market development, the Group established 210 sales
offices across provinces and cities to strengthen its sales
services and channel management during the year under
review. The move not only improved the quality of sales
services, but also effectively expanded the sales service
network. During the year under review, the Group worked
with franchisees to open 300 image stores nationwide,
which has laid a solid foundation for future growth and
strengthened the Group’s leading position in China’s mid-
range to high-end baijiu distribution

market.

The competition in China’s baijiu market
is keen. The Group always adjusts its
channels and marketing strategy to
adapt to changes, fine-tuning resource
allocation as well as marketing plans
according to changes in channels and
retail sales to achieve optimisation and
maximise the synergy of channels and

marketing.
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During the year under review, the Group diversified its
sales service platform, built its exclusive e-commerce
platform and used “Wine Kingdom” as its major
e-commerce delivery and logistics platform. In addition,
the Group forged a strategic partnership with a large
Chinese commercial bank and joined
“The Club”, the bank’'s e-commerce
platform, so that its customers can
purchase the Group’s products on the
bank’s website. As the Group continues
to optimise its e-commerce platform and
proactively expands its sales business, its
sales platform is becoming increasingly
comprehensive and convenient for
businessmen and consumers so as to

increase the Group’s sales revenue.

The Group has collaborated with the Wuliangye Group,
the most renowned strong-flavor type baijiu producer
in China, and achieved positive results in the market.
During the year under review, the Group strived to boost
Wuliangye sales. On 23 March 2012, the Group renewed
its agreement with Yibin Wuliangye Liquor Sales Co.,
Ltd. for the distribution of Wuliangye with 45% alcohol
content, which demonstrates partners’ recognition for the
Group’s marketing capability and channel management
as well as the strong business relationship. Based on
its diversification strategy, the Group has introduced
a number of renowned baijiu brands since 2010, and
currently owns four flavor type baijiu products with strong

flavor, soy flavor, fresh flavor and mixed flavor.

Silver Base Group Holdings Limited
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In March 2012, the Group also entered into an exclusive
distribution agreement with Jilin Daquanyuan Wine Co.,
Ltd., which possesses national production technology
recognised as intangible cultural heritage, and became
the sole distributor of its brand products in China — Guo
Bao Daquanyuan for a period of 20 years. This further
extended the Group's upstream baijiu product line and

enhanced its product diversification strategy.

The Group developed its wine business steadily during
the year under review. Focusing on the long-term
development of wine market in China, the Group
capitalised on the difference of demands and consumption
changes and strategically formulated marketing strategy to
bring ongoing revenue contribution of the business to the

Group.

Engaged in baijiu sales for 15 years, the Group has
received high recognition and affirmation from partners
and the industry for its outstanding planning, marketing
management and channel development. In June 2011, the
Group won the "Outstanding High-end Wine Operator”
award at the 6th CAPITAL Outstanding China Enterprise
Awards. In December 2011, the Group was awarded the
“15th Win-win General Assembly of Manufacturers and
Franchisers — the Best Brand Operator” by Wuliangye
Group. On 22 February 2012, the Group and | received
the "Outstanding Relationship Management Award” and
“Qutstanding Asian Knowledge Leaders” respectively from

the Asian College of Knowledge Management.
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Chairman's Statement
FE®RS

OUTLOOK

The Group expects China’s baijiu industry to experience
some challenges in the coming year, but the domestic
demand for baijiu will maintain its growth momentum,
and that the branding effect will become the core
competitiveness of liquor producers. With years of
experience in the baijiu industry and first-mover
advantage, the Group will maintain its favourable position

in the market.

In the light of market changes, the Group will adjust
its product and sales strategies according to demand
changes, generating sales by meeting market, channel
and retail needs through horizontal strategy of marketing
system, promoting streamlined and regional management
of marketing activities, enhancing the conveyance of
product messages as well as market penetration and
enriching its product portfolio to meet the demand.
In addition, the Group will step up recruitment efforts
to build a stringent performance assessment system to
achieve positive interaction between
human resources and sales. In the new
financial year, the Group will adhere
to efficiency in all marketing activities,
proactively create marketing model and
promptly secure the market as well as
rapidly expand the market share and
coverage of its products, maintaining its

leading position in high-end liquors.

Silver Base Group Holdings Limited Annual Report 2012
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Furthermore, the Group will continue to expand and
optimise its sales channel and retail coverage, further
promote the penetration of its marketing network
nationwide. In addition, the Group will strategically
develop and use its Wine Kingdom e-commerce platform
to expand the consumer group of this kind of platform.
The Group will step up its cooperation with financial
institutions, adjust its management strategy to meet
the market demand from different channels and create
marketing synergy among all channels and retailers,

boosting sales of all products and driving revenue.

To facilitate long-term development, the Group will
strive to enhance corporate governance, optimise the
internal control system and services, as well as maintain

and strengthen its relationships

Chairman's Statement
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with distributors, retailers and end |

customers. The Group will also
improve the quality of its corporate
team and optimise the performance- H

oriented management system to

RO

increase its competitiveness, attract
more distributors and customers
to strengthen the development for

mutual benefits.
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Chairman's Statement

ETERE

CONCLUSION

The Group will continue to enhance its product portfolio,
obtain distribution rights for more quality products and
further consolidate our leading position in China’s baijiu
market. The Group will also develop more efficient and
established sales network to increase sales as well as
market value, and integrate the industry chain to become

a comprehensive brand operator.

Last but not least, on behalf of the
Board, | would like to express my
deepest gratitude to the Shareholders,
business partners and customers for
their continuous support to the Group.
I would also like to thank all the staff
for their hard work and contributions.
I will work hard with our fellow
members to enable the Group to reach
new heights, thereby creating a higher

market value for the Shareholders.

Liang Guoxing
Chairman
26 June 2012
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Management's Discussion
and Analysis
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For the year ended 31 March 2012, the Group recorded
a total revenue of HK$2,974.1 million (2011: HK$2,217.4
million), representing an increase of 34.1% compared to
the corresponding period last year. The overall gross profit
of the Group was HK$1,388.3 million (2011: HK$1,021.5
million), representing an increase of 35.9% compared
to the corresponding period last year. The profit for
the year attributable to ordinary equity holders of the
Company increased 19.2% to HK$697.9 million (2011:
HK$585.3 million). Basic earnings per ordinary share were
HK$0.5864 (2011: HK$0.4918). Gross profit margin and
net profit margin were 46.7% and 23.5% respectively
(2011: 46.1% and 26.4% respectively).

For the year ended 31 March 2012, the People’s Republic
of China (the “PRC") market continued to be the primary
market of the Group. It accounted for 76.5% of the
Group’s total revenue (2011: 65.6%), representing an
increase of 56.4%. Revenue derived from international
market accounted for 23.5% of the Group’s total revenue
(2011: 34.4%).

During the year under review, the PRC's baijiu industry
attracted wide attention. All capitals held a positive
outlook for it and entered the industry. The imbalance of
supply and demand during the peak season of premium
baijiu sales pushes prices to a new high. The production
of mid-range to high-end baijiu is affected by natural
conditions such as geographical environment, soil, climate
and water quality, and especially the strong regional
characteristics. The production volume cannot be raised
in a short period of time. As the standard of living in the
PRC has improved in recent years with expanding business
activities, the demand for mid-range to high-end baijiu
is increasing. The Group predicts that the supply of mid-
range to high-end baijiu will continue to fall short of

demand in the foreseeable future.

Silver Base Group Holdings Limited
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The Group has secured four classic flavor types of
Chinese baijiu products and has become the only mid-
range to high-end baijiu operator in the PRC having these
resources. Being developed products, Wuliangye with
45%, 52% and 68% alcohol content, National Cellar
1573 baijiu with 43% alcohol content have an extensive
consumer base and form a stable consumer group. During
the year under review, sales of these developed products

continued to grow and bring steady revenue to the Group.

Since the launch of Yongfu Jiangjiu in October 2010, the
Group carried out marketing and sales activities proactively
and effectively and achieved results that exceeded its
expectation. Both consumers and distributors expressed
high regard for Yongfu Jiangjiu. The price of Yongfu
Jiangjiu grew steadily, with the retail price much higher

than that suggested by the Group.

During the year, the Group stepped up its efforts in
the marketing of the Guizhou Yaxi baijiu series and
Fen Wine, refining its channel construction and retail
networking. The Group's outstanding marketing capability
and standardized operation were highly recognised and
accredited by its partners. All suppliers considered the
Group as their strategic partners. Besides, the Group
renewed its exclusive rights for the distribution of

Wuliangye with 45% alcohol content.

The Group obtained the exclusive rights for the worldwide
distribution of 40-year Qinghua Fen Wine with 55%
alcohol content and the Classic Guocang Fen Wine with
55% alcohol content during the year under review. The
Group also obtained the exclusive distribution right for
Guo Bao Daquanyuan in the PRC, with 52% alcohol
content, a strong flavor type baijiu, from Jilin Daquanyuan
Wine Co., Ltd. for a period of 20 years. Daquanyuan’s
traditional baijiu brewing technique was approved by
the State Council in 2008 to be enlisted in the State’s
Catalogue of Intangible Cultural Heritage (second batch).
The Group will strive to introduce more special quality
baijiu in the Group’s product list and enrich its product

portfolio.
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The Group pays close attention to the development of
wine industry in the PRC, and reckons that the room for
the development of the industry is large. The Group will
consolidate its product mix and strategically formulate
its marketing strategy so that wine will become another
major business segment of the Group. The cigarette
business of the Group maintained sound contributions

toward the Group's revenue.

During the year under review, the Group continued to
deepen its sales channels. In addition to setting up city-
level marketing units across provinces nationwide to
strengthen its sales services and channel management,
the Group also established its self-owned Wine Kingdom
image stores in first- to third-tier cities in the PRC in
order to focus on high-end corporate and group purchase
customers. In addition, the Group authorised distributors
in various provinces and cities to open image stores for
Wuliangye with 68% and 45% alcohol content, as well as
for Yongfu Jiangjiu and National Cellar 1573 baijiu. As of
31 March 2012, the Group had opened nearly 300 Wine

Kingdom image stores and Wuliangye image stores.

To further expand sales channels and respond to market
demand in a timely manner, the Group established the
exclusive e-commerce platform: http://www.pinhui001.
com, using Wine Kingdom image stores as a major delivery
and logistics platform to provide one-stop sales services.
This e-commerce platform, which effectively promotes
the Group’s products and services, allows easy access
and provides customers with a high quality and efficient
shopping experience. The Group also proactively teamed
up with banks and financial institutions across the PRC.
During the year, the Group formed a partnership with
Bank of Communications whereby their customers can
purchase the Group’s products on the Bank’s website by

joining “The Club” on the e-commerce platform.
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Looking at international market, as baijiu products
are growing in recognition and appreciation globally,
the demand for Chinese baijiu continued to rise in the
international market. The Group has established its
overseas retail points in duty-free shops of 16 countries

and regions to help boost revenue of overseas sales.

As a leading liquor operator in the PRC and the world,
the Group has received a number of prestigious honours
and awards while gaining affirmation and recognition
from the industry as well as the market during the year.
In June 2011, the Group won the “Outstanding High-end
Wine Operator” award at the 6th CAPITAL Outstanding
China Enterprise Awards for its efforts in promoting the
development of the high-end liquor industry in the PRC.
In recognition of its strong capability in developing and
utilising relationship marketing, the Group also received
the “Outstanding Relationship Management Award” from
the Asian College of Knowledge Management in February
2012. Mr. Liang Guoxing, Chairman of the Group, was
also named as one of the “Outstanding Asian Knowledge
Leaders” for his excellent leadership as well as expertise in

the liquor industry.

While the European sovereign debt crisis continues to cast
a shadow of gloom and weaken the global demand, the
brand value of Chinese baijiu has become the core edge
of its competitiveness due to the continuous growing
domestic demand in the PRC. To better navigate the
opportunities and challenges in 2012, the Group has
formulated an interactive and organic strategy to achieve
the target of fostering growth, controlling costs and
enhancing operational efficiency and effectiveness. There
is also a major focus on expansion as well as streamlining
management. The Group will also strive for multi-brand
product development and the enhancement of network

coverage and expansion.
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To penetrate into all parts of the PRC and meet the
preferences and needs of baijiu consumers, the Group
will strive to enhance the marketing capability of its sales
teams, promote and penetrate into downward sales and
marketing system as well as horizontal development. In
addition, the Group plans to establish subsidiaries across
provinces and expand its image store network across cities
in the PRC to help broaden nationwide sales coverage
and market penetration. The Group will also strengthen
its service expertise, and consolidate relationships with
downstream distributors, retailers and end customers
to achieve better development for mutual benefits.
Furthermore, the Group will promote the development of
its new e-commerce platform to expand its sales channels
and attract new customer group while developing it into
a major platform for brand promotion and marketing
channels in order to enhance the market development of

the Group.

The Group will continue to diversify its product portfolio
by introducing more new products. The Group will also
put forward its market deployment as well as marketing
plans for product development, while increasing the
revenue contribution from Yongfu Jiangjiu, National Cellar
1573 baijiu, Guizhou Yaxi baijiu and Shanxi Xinghuacun

Fen Wine to the total revenue of the Group.

During the year under review, the Group established a
multi-level product portfolio with developed products,
growing products, promotional products and warm-up
products. The Group expects Yongfu Jiangjiu will bring
considerable revenue to the Group over the next five years
and become one of the major income sources in addition

to developed products.
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Looking ahead, the Group will take advantage of
every opportunity to penetrate into both upstream and
downstream industry chain, actively integrate its industry
resources and create new marketing and sales model in
order to become a comprehensive brand operator. This will
further strengthen our leading position in the wine and
liquor market in the PRC and maximising the return for our

Shareholders.

The Group generates revenue primarily by selling high-
end liquors. For the year ended 31 March 2012, the
Group recorded a total revenue of HK$2,974.1 million,
representing an increase of 34.1% of the 2011 figure of
HK$2,217.4 million. Such increase was contributed by
the increase of sales of Company’s products due to the

expansion of sales channel in the PRC.

The Group’s revenue derived from the distribution of
liquors represented 98.5% of the total revenue for the
financial year 2012 (2011: 96.9%) while the revenue
derived from the distribution of cigarettes represented
1.5% of the total revenue for the financial year 2012
(2011: 3.1%).

The Group's gross profit for the financial year 2012 was
HK$1,388.3 million, representing an increase of 35.9%
of the gross profit of HK$1,021.5 million for the financial
year 2011. The increase in gross profit was a result of the

increase in selling price and sales volume.

Other income and gains, net amounted to HK$3.1 million
for the financial year 2012 (2011: HK$3.8 million).
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Selling and distribution expenses mainly comprise 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 of HK$345.4 million
(2011: HK$203.0 million) representing 11.6% of the
revenue of the Group for the financial year 2012 (2011:
9.2%). The increase in selling and distribution expenses
was mainly due to the increase in staff cost for sales as

well as advertising and promotional expenses in the PRC.

Administrative expenses mainly comprises salaries and
welfare, office rental expenses, professional fees and other

administrative expenses.

Administrative expenses of HK$80.4 million (2011:
HK$67.3 million) representing 2.7% of the revenue of
the Group for the financial year 2012 (2011: 3.0%).
The increase was mainly attributable to: (i) office rental
expenses and (ii) the staff salaries and expenses related to
the PRC offices.

Other expense amounted to HK$35.0 million (2011: Nil)
for the financial year 2012. The other expense represented

an impairment allowance of trade receivables.

Finance costs amounted to HK$4.5 million (2011: Nil)
for the financial year 2012. The finance costs comprise

interest on discounted bills and trust receipt loans.

Silver Base Group Holdings Limited
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The effective tax rate changed from 22.5% for the
financial year 2011 to 24.6% for the financial year 2012
which was in line with the fact that the Group had higher
portion of sales derived from the PRC market for the
financial year 2012 than that of the financial year 2011.
The Group's profit derived from the international market
is subject to Hong Kong profits tax at a rate of 16.5%
for the financial year 2012 (2011:16.5%) while the profit
generated from the PRC market is subject to the PRC
enterprise income tax at tax rates of 22.0%, 24.0% and
25.0% for the calendar years 2010, 2011 and 2012,
respectively.

For the financial year 2012, the Group, with an aim of
solidifying its future growth foundation, has strategically
increased the managerial resources and expenses in order
to expand and deepen its network and channel coverage
in the PRC, and the results have been satisfactory. The
net profit after tax for the year was increased by 19.2%
to HK$697.9 million for the financial year 2012 (2011:
HK$585.3 million). The Group believes that such moves
would exert a positive and prolonged influence.

The Company did not pay any interim dividend during the
financial year 2012.

The Company has mentioned a dividend policy of 35.0%
payout in the past. Taking into account the capital
needs arising from the trend that more new products
will be distributed by the Company in the near future,
the Directors has proposed to declare a final dividend of
HK$0.05 per ordinary share of the Company, in aggregate
of HK$59.5 million, to the Shareholders and a bonus issue
of 1 bonus ordinary share for every 40 existing ordinary
shares held for the year ended 31 March 2012.

The Group has adopted stringent credit policy. Generally,
customers of the Group shall settle payment obligations
in cash or promissory notes issued by reputable banks
before delivery of the goods. The Group also granted a
credit period of up to 1 year to some long-term or reliable
customers.
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The increase in trade receivables is mainly due to the
increase in varieties of products offered, the introduction
of various new products to the national distribution
network and non-uniform supply from our suppliers. The
Group strongly believes that the first two factors formed
strategic arrangements that are beneficial to the expansion
of the Company’s revenue base and will create better

benefits for the Shareholders.

All the Group’s distributors have passed our serious
consideration and selection procedures. They generally
possess extensive distribution networks, considerable
financial strengths and market positions. However, for the
sake of prudentiality, the Group recognised impairment
of HK$35.0 million for certain trade receivables. For
distributors granted with credit terms by the Group,
their creditworthiness and financial strengths have
been conservatively considered, and the Group has also
discussed repayment plans with certain distributors.
The Group is confident that its trade receivables for the
first half could be recovered by October 2012 and all of
its trade receivables for the second half could be fully

recovered before the end of March 2013.

As at 31 March 2012, the trade and bills receivables net
of provision were HK$1,538.9 million (2011: HK$711.0
million). 66.3% of the trade and bills receivables were
within two months as at 31 March 2012 (2011: 92.2%).

All bills receivable were issued and accepted by banks.

Up to the date of this report, the subsequent settlement of

the trade and bills receivables was HK$242.1 million.
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As at 31 March 2012, the trade and bills payables was
HK$179.0 million (2011: HK$0.5 million). The trade and
bills payables increased sharply because a larger number
of baijiu products have been purchased by the Group prior
to the year ended 31 March 2012 than that of 31 March
2011.

The Group generally maintains its inventories at certain
acceptable level to meet the seasonal, market and other

commercial needs.

As at 31 March 2012, the Group’s inventories were
HK$653.3 million (2011: HK$480.3 million). The increase
in inventories was primarily due to (i) the Group’s strategy
to increase the stock level so that the supply of products
can meet with the keen demand during the peak season;
and (ii) more supply of new liquor series to the Group prior
to the year ended 31 March 2012.

The Group’s working capital was healthy and positive for
the financial year 2012. As at 31 March 2012, the Group
had cash and cash equivalents of HK$109.8 million (2011:
HK$339.3 million). As at 31 March 2012, the Group’s
prepayments, deposits and other receivables under current
asset amounted to HK$565.8 million (2011: HK$440.0
million). The decrease in cash and cash equivalents was
mainly due to the increase in credit granted to long
term or reliable customers in the PRC market, increase in
deposit paid and prepayment to our suppliers and increase
in stock level for future sales. As at 31 March 2012, the
Group's net current assets were HK$2,004.0 million (2011:
HK$1,621.7 million).
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As at 31 March 2012, the Group’s banking facilities in
terms of trust receipt loans of HK$89.5 million (2011:
HK$62.9 million) were secured by an investment property
of the Group with a net book value of HK$7,339,000
(2011: HK$7,548,000), and were supported by corporate
guarantees executed by the Company and certain
subsidiaries of the Company. The trust receipt loans as
at 31 March 2012 were denominated in United States
dollars and were interest-free within a credit period of
60 to 90 days and bore interest charged at the Hong
Kong dollar/applicable currencies best lending rate minus
1% per annum or the bank’s prevailing funding cost,
whichever was higher, after the credit period. During the
year ended 31 March 2011, all trust receipt loans were
fully settled within the credit period. As at 31 March
2012, the Group’s another banking facilities in terms of a
bank loan of HK$61.7 million (2011: Nil) was supported
by a corporate guarantee executed by the Company. The
Group’s bank loan denominated in Renminbi (“RMB") was
unsecured, bore interest at 7.54% per annum and was

repayable on 1 March 2013.

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

balances are placed with reputable financial institutions.

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 borrowings, trade
and bills payables and deposits received, other payables
and accruals less cash and bank balances. Total capital
represents equity attributable to ordinary equity holders of

the Company.

The Group had a total work force of 840 employees in
Hong Kong and the PRC as at 31 March 2012 (2011: 745
employees). The Group has implemented the remuneration
policy, bonus and share option schemes 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.

On 20 February 2009, the Company approved and
adopted a share option scheme (the “Share Option
Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
growth of the Group. Eligible participants of the Share
Option Scheme include, but not limited to, employees,
Directors and any other eligible persons. Up to 31 March
2012, no share option has been granted or agreed to be

granted to any person under the Share Option Scheme.
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Mr. Liang Guoxing, aged 46, was appointed on
12 September 2007, is the founder and chairman 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 others subsidiaries of the
Company. Mr. Liang is primarily responsible for the overall
corporate strategies, planning and business development
of the Group. Mr. Liang has 15 years of experience in the
sales and distribution of Chinese liquor and cigarettes.
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. Guan Huanfei, aged 55, is an executive director
and the chief executive officer of the Company. He is
also a member of the remuneration committee, the
compliance committee and the nomination committee
of the Company. Mr. Guan was an independent non-
executive director and a member of audit committee of
the Company from 6 March 2008 to 27 January 2011.
Mr. Guan is experienced in the finance and insurance
industry in Hong Kong and the PRC. Mr. Guan served
various senior managerial positions in the People’s
Insurance Company of China (Jilin Branch) (FEA KRR
B NREEDAR]), the business department of Hong
Kong and Macao Regional Office of China Insurance
Group (FEIRERBREIEE), Ming An Insurance
Company (Hong Kong) Limited (BERZRBEAERAF)
and China Pacific Insurance Co., (HK) Ltd. (FPEIAFFF
& (B7%) BR2AF]). Mr. Guan also held offices with the
Bank of Communications, including the deputy chairman
of the risk asset management committee (EfEEES
BZEgRIEMTZE), deputy chairman of credit asset
management committee (EEEEEBLZEESRETHEZE),

chairman of loan verification committee (ERXEEEE

Silver Base Group Holdings Limited
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gF1EZ£EH), deputy general manager of the Bank of
Communications Hong Kong Branch, the director of Bank
WIRITEFEARA
Al), the chairman and chief executive of China BOCOM
Insurance Co., Ltd. (FEIZRRBEARZAR) and the

executive director and general manager of BoCommlLife

of Communications Trustee Limited (X

Insurance Company Limited. Mr. Guan is also an economic
& technological consulter of Jilin Provincial Government
(F A BT ER AT EAR). Mr. Guan obtained a Doctoral
degree in Economics in 2000 from Wuhan University and
was a post-doctoral researcher in Theoretical Economics
with Fudan University from 2000 to 2002. Mr. Guan has
been a part-time researcher of the Insurance Research
Centre of Fudan University since 2004. He has been a
supervisor of Master of Science in Insurance students at

Fudan University since October 2011.

Mr. Wang Jindong, aged 53, was appointed on
1 April 2010. He joined the Group in November
2008. He is the chief financial officer of the Group.
Mr. Wang is responsible for overseeing the investment,
legal and financial affairs, as well as general business
development of the Group. Mr. Wang is currently a
postgraduate student for a part-time Master's degree
in Economics at the Central University of Finance
and Economics, majoring in capital operation and
investment and financing directions. He graduated
from the Guangdong Radio and TV University
(BEREFEEHRKNE) with a Bachelor’'s degree in
Accountancy and is a qualified accountant in the PRC.
Mr. Wang has more than 30 years of experience in
accounting and administration in government organisation
and the state owned enterprise in the PRC as well
as overseas enterprises, including the Guangdong
Administration of Coal Geology (ERHEBEMER),
Shenzhen Jewellery City Enterprise Company Limited (3!
MHRE B E AR AA]) and K&M Asia Limited.
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Mr. Joseph Marian Laurence Ozorio, aged 58, was
appointed on 1 April 2010. Mr. Ozorio joined the Group
in October 2009. He is responsible for capital operational
matters of the Group including long-term investment
strategies and investor relationship management. He has
more than 30 years of experience in investment banking
and equity capital management. Prior to joining the
Group, Mr. Ozorio had served at Merrill Lynch, PF & Smith
(HK) Limited, Anderson Man (Investment Services) Limited,
Refco Futures Limited, Lippo Securities Limited, Sun Hung
Kai Securities Limited and Sun Hung Kai Investment
Services Limited. Mr. Ozorio’s last position with Sun Hung
Kai Investment Services Limited was Managing Director of

Institutional Sales.

Ms. Cheung Mei Sze, aged 39, was appointed on
6 March 2008. 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.

Silver Base Group Holdings Limited
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Mr. Wu lJie Si, aged 60, 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 (EREEIREILR
BMRAE]) and GDH Limited (BRZEKRBERAR). 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
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the Stock Exchange. From September 2005 to July 2011,
Mr. Wu served as an independent non-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 Energy
Holding Company Limited (stock code: YGE) which is listed
on the New York Stock Exchange. 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), companies listed on the
main board of the Stock Exchange. Mr. Wu is also a non-
executive director of China Water Affairs Group Limited
(stock code: 855) and Shenzhen Investment Limited
(stock code: 604), and a non-executive director and vice
chairman of China Aoyuan Property Group Limited (stock
code: 3883), all of which are listed on the main board of
the Stock Exchange. Mr. Wu obtained a Master’s degree
in Economics in 1984 and a Doctoral degree in Economics
in 1996, both from the Research Institution of the People’s
Bank of China. Mr. Wu completed post-doctoral research
work in theoretical economics at Nankai University (F3F
AE) in 1998-2000 and was qualified as a professor in

theoretical economics at Nankai University in 2001.
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Mr. Chen Sing Hung Johnny, aged 44, was appointed
as an executive director of the Company on 12 September
2007 and re-designated as a non-executive director of the
Company on 25 September 2010. Mr. Chen joined the
Group in January 2007. During the period from January
2007 to September 2010, he held a number of senior
management positions of the Group including the director
and chief executive officer of Silver Base International
Development Co., Limited, a subsidiary of the Company
and the chief executive officer of the Company. He was
an authorised representative as required under Rule
3.05 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, a member
of the remuneration committee and a member of the
compliance committee of the Company. Mr. Chen was
responsible for the overall strategies implementation,
business development, daily operations and management
of the Group. He also involved and supported all investor
relationship and public relationship functions of the Group

during this period.

Mr. Chen has extensive knowledge and experience in
business development, international trade and project
management in sales and distribution of electrical,
mechanical and consumer products. Prior to joining the
Group, Mr. Chen was the general manager of Faithful
Trading (H.K.) Limited and the operations controller of
GOME Home Appliances (H.K.) Ltd. Further, Mr. Chen held
a number of executive positions with the subsidiaries of
Chevalier International Holdings Limited (stock code: 25),
which is listed on the main board of the Stock Exchange,
from September 1993 to July 2002 during which he was
responsible for the China market and different overseas
markets such as the United States, Vietnam, Myanmar,
Philippines and Japan. Mr. Chen is a member of the
13th and 14th Session of the Chinese People’s Political
Consultative Conference, Yueshou District, Guangzhou
City. He is also a fellow member of the Hong Kong
Institute of Directors. Mr. Chen obtained a Bachelor’s
degree in Arts in 1990, and a Bachelor’s degree in
Administrative Studies and a certificate in Management in
1992, all from York University.
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Mr. Hung Sui Kwan, aged 42, 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 is
an executive director and the chief executive officer of Get
Nice Holdings Limited (”Get Nice”), a company listed on
the main board of the Stock Exchange (stock code: 64). He
was the company secretary of Get Nice from 2002 to April
2011. During the period from January 2001 to September
2002, he was also an executive director of Get Nice.
From January 1995 to April 1997, Mr. Hung worked with
the audit division of Coopers & Lybrand Certified Public
Accountants (now known as PricewaterhouseCoopers)
and was a supervisor. In 1997, he started his own
practice under the name “Hung Sui Kwan Certified Public
Accountant”. He is currently a director of Venture Partners
CPA Limited and is a licensed person under the Securities
and Futures Ordinances for regulated activity “advising on
corporate finance”. From January 2005 to August 2006,
Mr. Hung was appointed as an independent non-executive
director of Century Legend (Holdings) Limited (stock code:
79), a company listed on the main board of the Stock
Exchange. In 1991, Mr. Hung obtained a Bachelor of
Science degree from the University of Hong Kong. He 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. Hung currently holds a practicing certificate issued by

The Hong Kong Institute of Certified Public Accountants.
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Mr. Ma Lishan, aged 60, 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 is
experienced in corporate management. He is currently
an executive director and the chairman of Hao Tian
Resources Group Limited (“Hao Tian Resources”) (stock
code: 474), a company listed on the main board of the
Stock Exchange. From September 2010 to February 2012,
Mr. Ma acted as the chief executive officer of Hao Tian
Resources. He is also an independent non-executive
director of Sunac China Holdings Limited (stock code:
1918), a company listed on the main board of the Stock
Exchange. Prior to joining the Group, Mr. Ma served
various senior managerial positions in food, edible oils and
wine industries in the PRC. Mr. Ma was appointed as an
executive director from January 1996, was appointed as
director and managing director from May 1997 and was
appointed from April 2002 to June 2003 as the managing
director of China Foods Limited (stock code: 506) (formerly
known as “China Foods Holdings Limited (fE & f%#% =
EBABMRAF)" and “COFCO International Limited (FE
MBI AR AT)"), which is listed on the main board
of the Stock Exchange. In 2000, he was appointed as the
deputy general manager of China Foods Import and Export
(Group) Co., Ltd. (FElERER MEHO(ER) BRAF).
From June 2003 to July 2005, Mr. Ma was the deputy
managing director of COFCO (Hong Kong) Limited ( Elig
HEREBE(EB) AR AA). From June 2008 to January
2009, Mr. Ma was an executive director of Sino Resources
Group Limited (carrying on business in Hong Kong as Sino
Gp Limited) (fEBMEREBEABRAA]) (formerly known as
Kenfair International (Holdings) Limited (¥ EIER(3ER%) B
B2 7)) (stock code: 223) which is listed on the main board
of the Stock Exchange. In 1975, Mr. Ma graduated from

the University of Foreign Languages in Beijing.
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Mr. Zhang Min, aged 54, was appointed on 28 January
2011. He is a member of the audit committee, the
remuneration committee, the compliance committee and
the nomination committee of the Company. He has been
the chairman and an executive director of China Fortune
Financial Group Limited (stock code: 290), a company
listed on the main board of the Stock Exchange, since 12
April 2011. From 8 December 2010 to 11 April 2011, he
was a non-executive director of China Fortune Financial
Group Limited. He was appointed as the chief marketing
officer of China Cinda Asset Management Co., Ltd. on
28 April 2011. China Cinda Assets Management Co.,
Ltd. is a respective substantial shareholder of Silver Grant
International Industries Limited (stock code: 171) and
Cinda International Holdings Limited (stock code: 111).
Both Companies are listed on the main board of the Stock
Exchange. Mr. Zhang was the chief executive of China
Construction Bank Corporation, Hong Kong Branch, from
September 2006 to March 2011 and a director of CCB
International (Holdings) Limited and China Construction
Bank (Asia) Corporation Limited from August 2006 to
March 2011. Both CCB International (Holdings) Limited
and China Construction Bank (Asia) Corporation Limited
are wholly-owned subsidiaries of China Construction Bank
Corporation ("CCBC") (stock code: 939), a joint stock
company incorporated in the PRC with limited liability
whose issued shares are listed on the main board of the

Stock Exchange.

Silver Base Group Holdings Limited
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Mr. Zhang was the president of CCBC Beijing Branch
from 2001 to 2006. He also held directorships in various
subsidiaries of CCBC, including CCB International Group
Holdings Limited, CCB Financial Holdings Limited and CCB
Overseas Holdings Limited. Mr. Zhang has over 20 years'
experience in the banking industry through his work with
the CCBC and its subsidiaries. He is also a director of the

Hong Kong Chinese Enterprises Association since 2006.

Mr. Zhang obtained a Bachelor’'s degree of Philosophy
from the Beijing Normal College in 1982 and further
obtained a Master's degree of Laws from the Renmin
University of China in 1988. He was the former president
of the Beijing Banking Association from 2003 to 2005 and
the Beijing Investment Institution from 2001 to 2006.
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The senior management of the Group comprises all the

executive Directors and the following persons:

Ms. Fok Pik Yi, Carol, ACIS, ACS(PE), CMILT, aged 45,
the company secretary of the Group. She joined the Group
in December 2009. Ms. Fok 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. Ms. Fok obtained
a Master’'s degree in Business Administration from the
University of Surrey in the United Kingdom and a Master
of Science degree in International Shipping and Transport
Logistics from the Hong Kong Polytechnic University. She is
an associate of The Institute of Chartered Secretaries and
Administrators, an associate of The Hong Kong Institute
of Chartered Secretaries and the chartered member of
The Chartered Institute of Logistics and Transport in Hong
Kong. She also holds a Practitioner’s Endorsement issued
by The Hong Kong Institute of Chartered Secretaries.
Ms. Fok has substantial experience in compliance and

company secretarial affairs and business management.

Mr. Wu Xiaoming, aged 49, is the general manager
of Silver Base Trading and Development (Shenzhen) Co.
Limited. Mr. Wu joined the Group in December 2009
and is solely responsible for the sales management in the
PRC market. Mr. Wu has 20 years experience in sales and
marketing in the high-end baijiu liquors industry and has
extensive industry resources and considerable experience
in channel development, marketing planning and sales and
operations management. He graduated from the Faculty
of Mechanical and Automation Engineering of Shanghai

Second Polytechnic University (E/8% = T2 KX2) in 1986.

Silver Base Group Holdings Limited
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Mr. Ren Yingbao, aged 40, is the deputy general
manager of Silver Base Trading and Development
(Shenzhen) Co. Limited. Mr. Ren joined the Group in May
2010 and is mainly responsible for the sales of jiangjiu
products. Mr. Ren has previously worked with various
well-known high-end baijiu liquors corporations and has
substantial experience in sales and marketing. He also has
extensive and practical experience in the areas of channel
development, brand building, distributor development,
team building and training management. He graduated
from the Faculty of Sericulture of the Anhui Agricultural

University (ZBE2 % AKE) in 1994,

Ms. Zhao Xin, aged 34, is the deputy general manager
of Silver Base Trading and Development (Shenzhen) Co.
Limited. Ms. Zhao is mainly responsible for monitoring
the daily business operations, sales administration, sales
management and customer relationship in the PRC
markets of the Group. She joined the Group in February
2006. Prior to joining the Group. Ms. Zhao was the
media supervisor of the advertisement division of Henan
Provincial Foodstuffs Co., Ltd. (AIEABIE S22 7)) and the
client liaison manager of the Henan liaison department of
National Confectionery and Alcohol Affair (2B HES).
She is an advanced-level sales and marketing personnel (/=
4% & §HRM) registered with the Henan Provincial Sales and
Marketing Committee (A& & #5153 ®) and is certified by
the Ministry of Personnel of the PRC (FREE AR FLFIE A E
#B) as specialised in elementary business administration.
Ms. Zhao holds a diploma in Interior Arts from the Henan
Provincial Employee’s University of Light Industry (] 7% &%
TEBIKE) in the PRC.
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Mr. Meng Xianming, aged 49, is the deputy general
manager of Silver Base Trading and Development
(Shenzhen) Co. Limited. Mr. Meng joined the Group
in January 2005 and is mainly responsible for the sales
management in the Northern PRC regional markets.
Mr. Meng has engaged in the domestic liquor sales
business for years and possessed extensive marketing
experience in the areas of baijiu liquors and foreign
liquors. He graduated from the Tianjin Tanggu Company
Vocational School in 1983.

Ms. Liu Xiujuan, aged 35, is the assistant to chairman
of Silver Base Group Holdings Limited and deputy
general manager of Silver Base Trading and Development
(Shenzhen) Co. Limited. Ms. Liu joined the Group in
November 2004 and is responsible for liaising with the
Group’s baijiu suppliers and handling the export business
of the Chinese famous liquor. Ms. Liu has over 7 years
experience in Wuliangye business in the Group. Ms. Liu
holds a Bachelor’s degree in Philosophy from the University
of Sun Yat-sen in the PRC.

Ms. Chan Sing Doris, aged 37, is the sales manager
of Silver Base International Development Co. Limited.
Ms. Chan joined the Group in November 1997. She is
now responsible for sales and distribution of high-ended
Chinese liguor 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 enrolled in a course on

corporate administration at Hong Kong Technical College.

Silver Base Group Holdings Limited
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Ms. Kong Wai Man, aged 43, is the marketing manager
of Silver Base International Development Co. Limited.
Ms. Kong joined the Group in September 2004 and is
responsible for marketing development of international
tobacco and liquor markets. Ms. Kong has over 10 years
of experience in marketing. Prior to joining the Group, she
worked for one of the global leading international tobacco
companies as a brand marketing manager. Ms. Kong
has a Bachelor’s degree in Chinese and English Bilingual
Secretarial Management from Jinan University (@ KE2)
in the PRC.

Ms. Luk Wan Sang Oriana, aged 41, is the business
manager of Silver Base International Development Co.
Limited. Ms. Luk joined the Group in December 2002
and is responsible for business development of the PRC
tobacco division. Ms. Luk has over 10 years of work
experience in trading companies. Ms. Luk has a Bachelor’s
degree in Business Administration from the Royal

Melbourne Institute of Technology University.

Mr. Tse Chung Leung, aged 39, is the sales manager
of Silver Base International Development Co. Limited.
Mr. Tse joined the Group in September 2000. Mr. Tse
is responsible for, and has knowledge in, the sales and
distribution of liquor and cigarettes in the Southeast Asian
and the PRC duty-free markets.
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The directors (the “Directors”) of Silver Base Group
Holdings Limited (the “Company”) have the pleasure
in presenting their report together with the audited
consolidated financial statements of the Company and its
subsidiaries (collectively, the “Group”) for the year ended
31 March 2012.

The principal activity of the Company is investment
holding. The principal activities of its principal subsidiaries
as at 31 March 2012 are set out in note 17 to the
financial statements. There were no significant changes
in the nature of the Group's principal activities during the

financial year.

The Group's profit for the year ended 31 March 2012 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 97 to
180.

No interim dividend was paid during the financial year.

The Directors recommended the payment of a final
dividend of HK$0.05 (2011: HK$0.319) per ordinary
share, amounting to HK$59.5 million, and a bonus issue
of 1 bonus ordinary share for every 40 existing ordinary
shares held by the shareholders of the Company (the
“Shareholders”) whose names appear on the register of

members of the Company on Monday, 27 August 2012.

The relevant resolutions will be proposed at the annual
general meeting of the Company (the “Annual General
Meeting”) held on 20 August 2012 and, if duly passed by
the Shareholders, the dividend warrants, together with the
share certificates for the bonus shares will be dispatched
on Friday, 31 August 2012 to the Shareholders whose
names appear on the register of members of the Company
on Monday, 27 August 2012.

Silver Base Group Holdings Limited
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The register of members of the Company will be closed
from Friday, 17 August 2012 to Monday, 20 August 2012,
both dates inclusive, during which period no transfer of
share(s) will be effected. In order to be eligible to attend
and vote at the forthcoming Annual General Meeting
to be held on Monday, 20 August 2012, 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 Thursday, 16 August 2012.

The proposed final dividend and issue of the bonus shares
are subject to the passing of the ordinary resolutions
by the Shareholders at the forthcoming Annual General
Meeting. For the purposes of determining the entitlement
of the Shareholders to the final dividend and the bonus
shares for the year ended 31 March 2012 (if approved),
the register of members of the Company will be closed
from Friday, 24 August 2012 to Monday, 27 August
2012, both days inclusive, during which period no
transfer of share(s) will be effected. To be entitled to the
final dividend and the bonus shares for the year ended
31 March 2012 (if approved), all transfers documents,
accompanies by the relevant share certificates, must be
lodged with Computershare Hong Kong Investors 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 Thursday, 23 August 2012.
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Details of movements in the property, plant and
equipment, and investment property of the Group during
the financial year ended 31 March 2012 are set out in

notes 14 and 15 to the financial statements, respectively.

Details of movements in the share capital of the Company
during the financial year ended 31 March 2012 are set out

in note 26 to the financial statements.

There are no provisions for pre-emptive rights under the
Company’s articles of association or the Companies Law,
Cap 22 (Law 3 of 1961, as consolidated and revised) of

the Cayman Islands where the Company was incorporated.

On 20 February 2009, the Shareholders approved and
adopted a share option scheme (the “Share Option
Scheme”). 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.

Silver Base Group Holdings Limited
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(iii)

(iv)

(vi)

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.

The total number of shares in respect of which
options may be granted under the Share Option
Scheme is 120,000,000 shares, being 10% of the
total number of shares in issue as at 8 April 2009,
the listing date on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

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.

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.

(iii)

(iv)

(vi)
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(vii)

(viii)

(ix)

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 at 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’s daily quotation sheet on the date
of grant; (2) the average of the closing price of the
Company’s shares as stated in the Stock Exchange's
daily quotation sheets for the immediately preceding
five trading days immediately preceding the date of
grant; or (3) the nominal value of the Company’s
share.

The Board is entitled at any time within the period
of 10 years commencing on 20 February 2009 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.

No option has been granted under the Share Option

Scheme since its adoption on 20 February 2009 and during

the financial year.

Silver Base Group Holdings Limited
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As at 31 March 2012, distributable reserves of the
Company, calculated in accordance with the Companies
Law, Cap 22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands, amounted to HK$460.8 million (as
at 31 March 2011: HK$845.7 million), of which HK$59.5
million has been proposed as a final dividend for the year.
Immediately following the date on which the proposed
dividend is distributed, the Company will be in a position
to pay off its debts as and when they fall due in the

ordinary course of business.

Details of movements in the reserves of the Company and
the Group during the financial year are set out in note
27 to the financial statements and in the consolidated

statement of changes in equity, respectively.

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 4 in
this annual report. The summary does not form part of the

audited financial statements.

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.

During the financial year, the Group made charitable

contributions amounting to HK$0.2 million (2011: Nil).
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The Directors who held office during the financial year and

up to the date of this report are as follows:

Mr. Liang Guoxing (Chairman)

Mr. Guan Huanfei

Mr. Wang Jindong

Mr. Joseph Marian Laurence Ozorio
Ms. Cheung Mei Sze

Mr. Wu lJie Si
Mr. Chen Sing Hung Johnny

Mr. Hung Sui Kwan
Mr. Ma Lishan
Mr. Zhang Min

In accordance with Article 84 of the Company’s articles
of association, Mr. Wang Jindong, Ms. Cheung Mei Sze,
Mr. Wu lJie Si and Mr. Hung Sui Kwan shall retire by
rotation at the forthcoming Annual General Meeting and,

being eligible, offer themselves for re-election.

The profiles of the Directors and senior management of
the Group are set out on pages 42 to 55 of this annual

report.

Upon specific enquiry by the Company and following
confirmations from the Directors, there is no change in
the information of the Directors required to be disclosed
pursuant to Rule 13.51B(1) of the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock

Exchange.

Silver Base Group Holdings Limited
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Each of the Directors has a service contract with the BRESHEEARRFIRBEL  BAT
Company for a fixed term of three years with the HEIR MR AEEFH=F :

following commencement dates:

Name of Directors Commencement Date
ESHE Bk A H
Mr. Liang Guoxing 12 September 2010
R 5 A —ZE-FTHEAAT=H
Mr. Guan Huanfei 28 January 2011
B8R IEkE —EF——%—A=Z+N\H
Mr. Wang Jindong 1 April 2010
BRLE —E-TFMPHA—H
Mr. Joseph Marian Laurence Ozorio 1 April 2010
WA AE —E-FTFMHA—H
Ms. Cheung Mei Sze 6 March 2011
EERBLZTL —E——F=HXH
Mr. Wu Jie Si 6 March 2011
REREE —E-—F%=HKH
Mr. Chen Sing Hung Johnny 25 September 2010
BR [ 18 4 A —ZE-THENA=-TEHA
Mr. Hung Sui Kwan 6 March 2011
3t I 5 A —_E——F=HKH
Mr. Ma Lishan 6 March 2011
B kaE —E——%=AH
Mr. Zhang Min 28 January 2011
REREAE —T———A=+NH
None of the Directors proposed for re-election at the BRRNEERRBFAG TEENESHEN
forthcoming Annual General Meeting has a service RATEBARRARTEREE CEERBERIN
contract with the Company which is not determinable AR AT —F R IER RS & 49 ©

by the Company within one year without payment of

compensation, other than statutory compensation.
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The remuneration of the Directors are recommended by
the remuneration committee of the Company and are
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 then prevailing market conditions.

As at 31 March 2012, the interests and short positions of
the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the
“SFO")) (i) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which were taken or deemed to have been
taken under such provisions of the SFO); or (ii) which
were required, pursuant to section 352 of the SFO, to be
entered in the registered referred to therein; or (iii) which
were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code contained in
the Listing Rules, were as follows:

Number or
attributable number
of shares held or

Name of Directors short positions Position
FrFsEEROEE

EEnA RABHE ¢4

Liang Guoxing 220,534,000 (Note 1) Long

2 [ 5 220,534,000 (#15£1) e

468,500,000 (Note 2)

468,500,000 (#1:t2) e

Guan Huanfei

B Ik

395,000 Long
395,000 HE

Silver Base Group Holdings Limited
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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.

2. 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.

Save as disclosed above, as at 31 March 2012, 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.
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So far as is known to the Directors and the chief executive
of the Company, as at 31 March 2012, 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

Name of of shares held or
shareholders short positions
FEREERGEEB

BEEZE E8% (= BE
Keen Pearl Limited 220,534,000 (Note 1) Long
Keen Pearl Limited 220,534,000 (#7#£1) 59}
Yinji Investments Limited 468,500,000 (Note 2) Long
Yinji Investments Limited 468,500,000 (#7:#2) S8-)

Silver Base Group Holdings Limited

Position
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Approximate

percentage or

Number or attributable
attributable number percentage
Name of of shares held or Nature of of shareholding
shareholders short positions Position interests of the Company
RAED AR #E
FERELRGEE BAERBA LR
RREB RAXBHE BE BEng EBiEEDL
Grand Base Holdings Limited 468,500,000 (Note 2) Long Interest in controlled 39.37%
corporation
Grand Base Holdings Limited 468,500,000 (#3#2) e REEEE 7 s
HSBC International 468,500,000 (Note 2) Long Trustee of a discretionary 39.37%
Trustee Limited trust
ELRRETRERAR 468,500,000 (#77#2) e FREFIZTEA
Luo Li 468,500,000 (Note 2) Long Beneficial object of a 39.37%
discretionary trust
2] 468,500,000 (#7722) HE FREERZIXEA
Liang Gia Li Melody 468,500,000 (Note 2) Long Beneficial object of a 39.37%
discretionary trust
RERE 468,500,000 (#17#2) 1HE PREFRZEEA
Cheng Yu Tung 83,500,000 (Note 3) Long Interest in controlled 7.02%
corporation
LN 83,500,000 (#7:#3) e RREEE 5
Chow Tai Fook 83,500,000 (Note 3) Long Beneficial owner 7.02%
Nominee Limited
BARERBAERDE 83,500,000 (A74£3) e ERBEAA
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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 was owned by Mr. Liang
Guoxing, an executive Director.

2. 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.

3. These shares were held by Chow Tai Fook Nominee Limited,
a company incorporated in Hong Kong and the entire
issued share capital of which was owned by Mr. Cheng Yu
Tung.

Save as disclosed above, as at 31 March 2012, 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.

Silver Base Group Holdings Limited
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Save as disclosed under the section headed “Continuing
Connected Transactions”, no 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.

Save as disclosed, 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.

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.

Other than operating a Hong Kong Mandatory Provident
Fund Scheme and participating the state managed
retirement benefit scheme in the People’s Republic of
China (the “PRC"), the Group has not operated any other

retirement benefits schemes for the Group’s employees.
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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.

During the financial year, sales to the Group’s five largest
customers and purchases from the five largest suppliers
accounted for around 52.6% and 95.5% of the total sales
and total purchases for the year, respectively. The Group's
largest customer and supplier accounted for around
16.5% and 87.6% of the total sales and total purchases
for the year, respectively.

During the financial year, none of the Directors or any of
their 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.

During the year, the Group has the following continuing
connected transactions, details of which were disclosed in
compliance with the requirement of Chapter 14A of the
Listing Rules.

(@ On 12 March 2010, Silver Base Trading and
Development (Shenzhen) Co. Limited, an indirect
wholly-owned subsidiary of the Company, entered
into a tenancy agreement with Mr. Liang Guoxing,
an executive Director and a substantial Shareholder,
in relation to the leasing of (i) Room 5709, Shun
Hing Square, Jiefang Road, Luohu District, Shenzhen
City, the PRC; and (ii) Room 5710, Shun Hing Square,
Jiefang Road, Luohu District, Shenzhen City, the PRC
for a term of three years commencing from 1 April
2010 at a monthly rent of RMB57,300 (exclusive of

management fee, rates, and all other outgoings);

Silver Base Group Holdings Limited
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On 12 March 2010, Silver Base Wine & Spirit
(Shenzhen) Co. Ltd.,

subsidiary of the Company, entered into a tenancy

an indirect wholly-owned

agreement with Mr. Liang Guoxing in relation to the
leasing of Room 5713, Shun Hing Square, Jiefang
Road, Luohu District, Shenzhen City, the PRC for
a term of three years commencing from 1 April
2010 at a monthly rent of RMB19,000 (exclusive of

management fee, rates and all other outgoings);

On 11 March 2011,
Development (Shenzhen) Co. Limited, an indirect

Silver Base Trading and

wholly-owned subsidiary of the Company, entered
into a tenancy agreement with Mr. Liang Guoxing in
relation to the leasing of (i) Room 5711, Shun Hing
Square, Jiefang Road, Luohu District, Shenzhen City,
the PRC; (ii) Room 5712, Shun Hing Square, Jiefang
Road, Luohu District, Shenzhen City, the PRC; (iii)
Room 5715 Shun Hing Square, Jiefang Road, Luohu
District, Shenzhen City, the PRC; and (iv) Room 5716
Shun Hing Square, Jiefang Road, Luohu District,
Shenzhen City, the PRC for a term of two years
commencing from 1 April 2011 at a monthly rent of
RMB94,000 (exclusive of management fee, rates and
all other outgoings);

On 11 March 2011, Silver Base International
Development Co. Limited (“Silver Base International”),
an indirect wholly-owned subsidiary of the Company,
entered into a tenancy agreement with Silver Base
(Holdings) Limited, a company owned by Mr. Liang
Guoxing, an executive Director and a substantial
Shareholder, in relation to the leasing of (i) the
27th Floor, The Sun’s Group Centre, 200 Gloucester
Road, Wanchai,
no. 37 on the 2nd Floor, The Sun’s Group Centre,
200 Gloucester Road, Wanchai,
(iii) car parking space no. 47 on the 3rd Floor, The

Hong Kong; (ii) car parking space

Hong Kong; and

Sun’s Group Centre, 200 Gloucester Road, Wanchai,
Hong Kong for a term of two years commencing
from 1 April 2011 at a monthly rent of HK$265,290
(exclusive of management fee, rates, and all other
outgoings);
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On 11 March 2011, Silver Base International entered
into a tenancy agreement with Silver Base (Holdings)
Limited, a company owned by Mr. Liang Guoxing,
in relation to the leasing of House No. 8, No. 33
Island Road, Hong Kong, for a term of two years
commencing from 1 April 2011 at a monthly rent
of HK$532,800 (exclusive of management fee, rates

and all other outgoings);

The annual caps for the aforementioned tenancy
agreements for the financial year ended 31 March
2012 and the financial year ending 31 March 2013
are HK$12,590,000 and 12,590,000 respectively.
Based on the applicable percentage ratios of
the Listing Rules, the transactions under the
aforementioned tenancy agreements are subject to
the announcement, annual review and reporting
requirements, but exempted from the independent
shareholders’ approval requirement under the Listing

Rules.

Details of the continuing connected transactions set
out in items (a) to (e) were stated in the Company’s
announcements dated 12 March 2010 and 11 March

2011 respectively; and

On 1

Development (Shenzhen) Co. Limited, an indirect

April 2011, Silver Base Trading and
wholly-owned subsidiary of the Company,
terminated the distribution agreement dated
10 September 2010 with Guizhou Yaxi Liquors Co.,
Ltd.; and

Silver Base Group Holdings Limited
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On 1 April 2011, Silver Base Trading and
Development (Shenzhen) Co. Limited, an indirect
wholly-owned subsidiary of the Company, entered
into a new distribution agreement (the “New
Distribution Agreement”) with Guizhou Yaxi
Cellar Liquors Distribution Co., Ltd. (E/N#8%E=
HIHEFRAR]) in relation to the purchase and
supply of the baijiu Yaxi series of 38 degree and
52 degree for a term commencing from 16 May
2011 to 30 September 2013. The annual caps for
the period commencing from 16 May 2011 and
ended 31 March 2012, the financial year of the
Group ending 31 March 2013 and the six months
ending 30 September 2013 are RMB125,000,000,
RMB 187,500,000 and RMB137,500,000 respectively.
This continuing connected transaction was approved
by the independent shareholders of the Company
at the extraordinary general meeting held on
16 May 2011. Details of this continuing connected
transaction were stated in the Company’s circular
dated 20 April 2011.

During the year, the total amount of purchases
made by Silver Base Trading and Development
(Shenzhen) Co. Limited to Guizhou Yaxi Cellar
Liquors Distribution Co., Ltd. (EMESEEHHEES
R A 7A]) under the New Distribution Agreement was
RMB21,519,000.
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The continuing connected transactions in respect of items
(a) to (e) above also constitute related party transactions as

disclosed in note 32 to the financial statements.
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The independent non-executive Directors have reviewed
the above continuing connected transactions and
confirmed that the above transactions had been entered
into (i) in the ordinary and usual course of business of
the Company; (i) on normal commercial terms; and (iii) in
accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests

of the Company and the Shareholders as a whole.

The independent non-executive Directors have further

confirmed that:

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

respective annual caps.

Messrs. Ernst & Young, the Company’s auditors, were
engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. Messrs.
Ernst & Young have issued their unqualified letter
containing their findings and conclusions in respect of
the continuing connected transactions disclosed above
by the Company in accordance with Rule 14A.38 of the
Listing Rules. A copy of the above auditors’ letter has been

provided by the Company to the Stock Exchange.

Silver Base Group Holdings Limited
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The Company has complied with the code provisions as
set out in the Code on Corporate Governance Practices
set out in Appendix 14 to the Listing Rules throughout the
financial year ended 31 March 2012. Details are set out in

the Corporate Governance Report on pages 77 to 94.

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 year ended
31 March 2012.

The Company has received written annual confirmations
from each independent non-executive Director of his
independence pursuant to the requirements of the Listing
Rules. The Company considers them to be independent
of management and free of any relationship that could
materially interfere with the exercise of the independent

judgment as at the date of this report.

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.

The audit committee of the Company had reviewed the
Group’s annual results for the year ended 31 March 2012

and provided advice and comments thereon.
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The consolidated financial statements for the year were REEZEHPBEHRRE AL KEETMEY

audited by Ernst & Young who will retire at the conclusion ek EEREERFRBEFRGERER
of the forthcoming annual general meeting and, being FAREERKBEREG FBEEEE-

eligible, will offer themselves for re-appointment.

On behalf of the Board REESS

Liang Guoxing FE

Chairman REH

Hong Kong B

26 June 2012 —E——FRXAZ+XH
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Silver Base Group Holdings Limited (the “Company”) is
committed to high standard of corporate governance
and business ethics of the Company and its subsidiaries
(collectively, the “Group”). 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 the good and high standard 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.

The Company has applied the principles and has fully
complied with the code provisions in the Code on
Corporate Governance Practices (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 2012.
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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-appointment, and dividend and

accounting policies.

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.

The Board members have no financial, business, family or
other relationships with each other. Each of 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 at the date
of this report, the Company still considers them to be

independent.

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 meeting,
via 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.
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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.

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, who
is also an executive Director attended all 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.

The Board currently has ten Directors: five executive
Directors, two non-executive Directors and three

independent non-executive Directors.

The biographies of all the Directors are set out on pages
42 to 51 of this report.
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PEERRE

The Company has arranged Directors’ and Officers’
Liability Insurance for the Directors and officers of the

Company.

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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The attendance of each Director for the Board meetings

and the Board Committee meetings held during the year
ended 31 March 2012 is set out in the following table:

Directors £%

Executive Directors

Mr. Liang Guoxing (Chairman)

Mr. Guan Huanfei

Mr. Wang Jindong

Mr. Joseph Marian Laurence Ozorio
Ms. Cheung Mei Sze

Non-Executive Directors
Mr. Wu Jie Si
Mr. Chen Sing Hung Johnny

Independent Non-Executive Directors

Mr. Hung Sui Kwan
Mr. Ma Lishan
Mr. Zhang Min

Board
Ezg
HITES
REEEE (F/E) 9/9
MxIErt 99
TERESE 9/9
ML E 9/9
BEXRLT 9/9
FYTES
REBRLE 9/9
PRFE G S A 9/9
BYFHTES
Mk & 9/9
BuksE 9/9
RELE 9/9

Note: The Nomination Committee was established on

22 November 2011.

There was no meeting of the

Nomination Committee held during the year.

TREJIZEENRBE_T—_F=A
=t HILFEZEFEEANEEFEZEE
SEENHEBR
Meetings Attended/Eligible to Attend
BHEZEE CERLEZER
Audit  Remuneration Compliance
Committee Committee Committee
ERERE HMZERE ARERE
N/ATE A n N/A i A
N/AT 8 A n 212
N/ATiE A N/ATiE A N/AT & A
N/ATE A N/ATE R N/ATE R
N/A i N/A i N/ATE A
N/AA i A N/A i A N/AT i A
N/AT & N/ATE A NATE
2/2 7 212
212 1A 2/2
212 1”n 2/2
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The responsibilities and activities of each of the Board

Committees during the review year are as follows:

The Audit Committee is responsible for making
recommendations to the Board on the appointment,
re-appointment and removal for the external auditors
and has the authority to raise questions regarding the
resignation or dismissal of the auditors and review of the
Group’s financial information and oversight of 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 has also 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. The written
terms of reference of the Audit Committee is in line with
the Code provisions and is available on the Company’s

website and the Stock Exchange's website.

The Audit Committee currently comprises three
independent non-executive Directors including Mr. Hung
Sui Kwan as chairman, who is a qualified accountant with
extensive experience in financial reporting and controls,

Mr. Ma Lishan and Mr. Zhang Min as the members.

The work performed by the Audit Committee for the year

ended 31 March 2012 is summarised below:

a) Reviewed with the external auditors the results of
the annual audit and audited report for the year
ended 31 March 2011 and the interim result for the
six months ended 30 September 2011 together with
senior management’s response to the accounting

issues and major findings in the course of audit;
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b)  Reviewed the adequacy of resources, staff qualifications
and experience, training programmes and budget
of the Group’s accounting and financial reporting

function;

Q) Reviewed the continuing connected transactions
entered into by the Group to ensure that the
transactions had been conducted on the Group’s
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, internal controls

and financial reporting matters of the Group; and

e) Reviewed the proposed audit fees and terms of
engagement for the external auditors for the year
ended 31 March 2012.

During the year ended 31 March 2012, the Board has not
taken any view that is different from that of the Audit
Committee nor rejected any recommendation presented by

the Audit Committee.

The Audit Committee has reviewed the audited results
for the year ended 31 March 2012 of the Group with
management and the Company’s external auditors and

recommended its adoption by the Board.
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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 written terms of reference of the Compliance

Committee is available on the Company’s website.

The Compliance Committee currently comprises three
independent non-executive Directors including Mr. Hung
Sui Kwan as chairman, Mr. Ma Lishan and Mr. Zhang Min

and one executive Director, Mr. Guan Huanfei.

During the year ended 31 March 2012, the Compliance

Committee conducted the following activities:

a) Reviewed the compliance reports prepared by the
external compliance auditor together with the senior

management and make comments thereon; and

b) Reviewed the improvement measures taken by

management to enhance the compliance procedures.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy
and structure for remuneration of the Directors and senior
management of the Company and on the establishment
of a formal and transparent procedure for developing
remuneration policy. The written terms of reference of
the Remuneration Committee is in line with the Code
provisions and is available on the Company’s website and

the Stock Exchange’s website.

Silver Base Group Holdings Limited

éﬁé%ﬁﬁﬁﬁ

& RARIGEEREEE
T/f@ B %

BIEETRN EMRAD
B RSP F R RS
TE 1 EIR1EHI &R
& 1) & H R E ] R
@ﬂ%uﬁéﬁﬂ °

EREESRAM =B INTERERR
AR EERELTRE  FILUEERKRE
B AR —RMITEEMIR IR EBERK -

EREBEREBE-_T——F=A=+—H
IFFEEARTERFET

a) HSRERE-RBHAINEE RZEED
RENARBELHIIRHEERER
M

vl

3]

EIEESINGRE RIR R PTERER R 2R
Mg o

B
ik

FNEZE SR ERARRARARRIESER
SAREIRREZ H A BR LRE - AR
ERFERAZIEFAB T HMBEMRE S
SRIEBER FMEE SN ZEBER
B & 57 ARSI AT 7O AR % B A9k Ko Bk 32 P
BILER] -



In order to comply with the amendments to the Listing
Rules which was effective on 1 April 2012, Mr. Liang
Guoxing ceased to be the chairman of the Remuneration
Committee and Mr. Hung Sui Kwan was appointed
as chairman of the Remuneration Committee on

22 November 2011.

The Remuneration Committee currently comprises
Mr. Hung Sui Kwan, as chairman, Mr. Liang Guoxing,
Mr. Guan Huanfei, Mr. Ma Lishan and Mr. Zhang Min as

the members.

In determining emolument payable to the Directors, the
Remuneration Committee would consider factors such as
salaries paid by comparable companies, the commitment
and responsibilities of the Directors, employment
conditions elsewhere in the Group and desirability of

performance-based remuneration.

The work performed by the Remuneration Committee for

the year ended 31 March 2012, is summarized below:

a) Reviewed the remuneration package of executive

Directors and non-executive Directors; and

b)  Approved the staff awards and cash bonus for the

executive Directors and senior management.

The Nomination Committee was established on
22 November 2011 and has a majority of independent
non-executive Directors. Currently, the Nomination
Committee comprises Mr. Hung Sui Kwan, as chairman,
Mr. Ma Lishan, Mr. Zhang Min, Mr. Liang Guoxing and
Mr. Guan Huanfei. The written terms of reference of the
Nomination Committee is in line with the Code provisions
and is available on the Company’s website and the Stock

Exchange's website.
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The function of the Nomination Committee is to make

recommendations to the Board on appointment of the

directors, so as to ensure that all nominations are fair and

transparent.

The primary duties of the Nomination Committee include

but not limited to the following:

a)

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

the Company’s corporate strategy;

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; and

to make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for Directors, in particular the

chairman and the chief executive officer.

The Nomination Committee has assessed the independence

of independent non-executive Directors.
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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 criteria such as expertise,
experience, integrity and commitment into consideration
when considering new Director’s appointment. 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 an independent non-executive
Director should also meet the independence criteria set

out in Rule 3.13 of the Listing Rules.

During the year ended 31 March 2012, the Company has
complied with Rules 3.10(1) and 3.10(2) of the Listing
Rules regarding the appointment of 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

relating 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 re-
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 Directors shall be
subject to retirement at an annual general meeting at least

once every three years.
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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 standard set
out in the Model Code during the year ended 31 March
2012.

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 unpublished price-sensitive information of

the Company.

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; (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.
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The positions of chairman and chief executive officer
are held separately by Mr. Liang Guoxing and Mr. Guan
Huanfei. This segregation ensures that there is a clear
distinction between the responsibilities of the chairman
and the chief executive officer. The chairman is responsible
for providing leadership to the Board in setting the
corporate goals and objective of the Company while the
chief executive officer is responsible for the day-to-day

management of the business and operations of the Group.

The Board is responsible for maintaining a sound and
effective internal control system of the Group to safeguard
the Shareholders’ investment and the Company’s assets.
With the support of the Audit Committee, the Board
conducts a review and assessments of the Group's
internal control system on a bi-annual basis to ensure its

effectiveness.

The internal audit department of the Company is
responsible for monitoring the effectiveness of internal
control procedures and compliance with policies and
standards of the Group. It has full access to review all
aspects of the Group’s activities and internal controls.
All types of audited reports are circulated to the Audit
Committee and key management which will follow up the
corrective actions to the recommendations by the internal

audit department.
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The Board, through the Audit Committee with the
assistance of the chief financial officer, the company
secretary and internal audit department, has conducted
a review of the effectiveness of the Group’s system of
internal control, covering major financial, operational,
compliance control and risk management functions for
the year ended 31 March 2012. The Group's system of
internal control includes the setting up of a management
structure with limits of authority, and is designed to help
the Group achieve its business objectives, protects its
assets against unauthorised use or disposition, ensure
the maintenance of proper accounting records for the
provision of reliable financial information for internal use
or for publication, and ensure compliance with relevant
laws and regulations. The system is designed to provide
reasonable, but not absolute, assurance against material
misstatement or loss, and to manage rather than eliminate
all risks of failure in the Group’s operational systems and
in the achievement of the Group’s business objectives.
After reviewing the Group's internal control system, the
Board considers that the internal control system is effective
and adequate for the Group as a whole. The Board further
considers that (i) there was no material issues relating to
the internal controls, including financial, operational and
compliance controls and risk management functions of the
Group; and (ii) there were adequate staff with appropriate
qualification and experience, resources for accounting
and financial reporting function, and adequate training
programmes and budget have been provided during the
year ended 31 March 2012.
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The Directors are responsible for overseeing the
preparation of accounts of each financial period, which
give a true and fair view of the state of affairs of the
Group and of the results and cash flows for that period. In
preparing the accounts for the year ended 31 March 2012,
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 year ended
31 March 2012 which were prepared in accordance
with statutory requirements and applicable accounting

standards.

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

out on pages 95 to 96 of this report.

There are no material uncertainties relating to events
or conditions that may cast significant doubt upon the

Company’s ability to continue as a going concern.
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Ernst & Young has been appointed as the external auditors
of the Company by the Shareholders at the last annual
general meeting of the Company. During the year ended
31 March 2012, the fees paid/payable to Ernst & Young
in respect of audit and non-audit services provided to the

Group were as follows:

Type of services R 7% & 8
Audit services ZHR TS
Non-audit services IEAZ EURTE
Total ot

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.
A written Shareholders Communication Policy was

approved by the Board on 5 March 2011 and is available

on the Company’s website.

Silver Base Group Holdings Limited

ZKERMEFANART LERRBF
RELERRZERAREZINEZBED -
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For the year For the year
ended 31 March  ended 31 March
2012 2011
BE-ZT-——-F HE_T——F
=A=+-—8 =—A=+—8H
LEE FEE

HK$ HK$

BT BT

1,710,000 1,630,000
1,273,000 1,250,000
2,983,000 2,880,000
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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 the extraordinary
general meeting at least 10 clear business days.
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 auditors 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 price-sensitive
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.

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
guestions regarding the performance of the Group. In July
2011, the Company organised a corporate day for the
investors and analysts to visit the image stores and the
largest supplier of the Company — Wuliangye in Sichuan.
During the year ended 31 March 2012, the Group also
hosted twelve road shows in Taiwan, Kuala Lumpur,
Singapore, New York, Kansas City, San Diego, San
Francisco, Boston, London, Scotland, Shanghai and Beijing,
attended six small-group meetings with institutional
investors and financial analysts and nine investor

conferences in Hong Kong as well as overseas.
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The Company ensures that the Shareholders are familiar

with the detailed procedures for conducting a poll.

The chairman of the general meeting explained the
procedures for conducting a poll to the Shareholders at the
commencement of the general meeting. Computershare
Hong Kong Investor Services Limited, the Company’s share
registrar, was appointed as scrutineer for voting by poll at
the general meeting. The results of the poll were published
on the websites of the Stock Exchange and the Company

respectively.

Silver Base Group Holdings Limited
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To the shareholders of Silver Base Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Silver Base Group Holdings Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages
97 to 180, which comprise the consolidated and company
statements of financial position as at 31 March 2012,
and the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and
a summary of significant accounting policies and other
explanatory information.

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine
is necessary to enable the preparation of consolidated
financial statements that are free from material
misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit. Our
report is made solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this
report.
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the
auditors consider internal control relevant to the entity’s
preparation of consolidated financial statements that give
a true and fair view 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation
of the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 31 March 2012, and of the
Group's profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies
Ordinance.

Ernst & Young

Certified Public Accountants
Hong Kong

26 June 2012

Silver Base Group Holdings Limited
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Year ended 31 March 2012 —ZE——F=fA=+—HI&FE

2012 2011
—E-—F —T——F
Notes HK$'000 HK$' 000
i FET FET

REVENUE W 3= 5 2,974,126 2,217,382
Cost of sales SHE R (1,585,823) (1,195,929)
Gross profit E7H 1,388,303 1,021,453
Other income and gains, net HAb YA R OF5R) 5 3,121 3,770
Selling and distribution expenses HE RKIEEA (345,424) (202,961)
Administrative expenses THEAR (80,440) (67,272)
Other expense H & M (35,032) =
Finance costs & R A 6 (4,492) =
PROFIT BEFORE TAX BR B4 AT FI 78 7 926,036 754,990
Income tax expense FriS i & A 10 (228,162) (169,698)
PROFIT FOR THE YEAR AAREBEREEREA

ATTRIBUTABLE TO ORDINARY EhFERE

EQUITY HOLDERS OF

THE COMPANY 11 697,874 585,292
EARNINGS PER SHARE KAREEEZHETA

ATTRIBUTABLE TO ORDINARY EhER2R

EQUITY HOLDERS OF

THE COMPANY 13
Basic and diluted (HK cents) AR E5E (BL) 58.64 49.18
Details of the dividends are disclosed in note 12 to the R% 8 2 S SR IR BT 12 o

financial statements.
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Year ended 31 March 2012 —Z——F=fF=+—HIFE

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME
Exchange differences on translation

of foreign operations

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS
OF THE COMPANY

FEFNE

Ht 2 mEW A
BEBINEBREERN
M EER

ERAEBESBREA
BiEFE2ERA
mE
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2012
—E—C—F
HK$'000
THET

697,874

64,842

762,716

HK$’ 000
FTHT

585,292

46,595

631,887



NON-CURRENT ASSETS
Property, plant and equipment
Investment property
Intangible asset

Deposits

Total non-current assets

CURRENT ASSETS

Inventories

Trade receivables

Bills receivable

Prepayments, deposits and
other receivables

Tax recoverable

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Bills payable

Deposits received, other payables
and accruals

Bank advance for discounted bills

Interest-bearing bank borrowings

Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES
Deferred tax liabilities

Net assets

EQUITY

Equity attributable to ordinary
equity holders of the Company

Issued capital

Reserves

Non-controlling interests

Total equity

B % Ik

3B
¥ B R
e
myEE

Re

FEMEE E AR

s
FEWE 5 A
KR &
BENRE - RER
H A & Y R IR
AJ Ym0 75 1R
REEEHERA
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Guan Huanfei
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31 March 2012 —E——Ff=A=+—H

2012
—E-—-F
Notes HK$’ 000
Wi iF TET
14 12,912
15 7,339
16 7,400
20 2,328
29,979
18 653,269
19 1,445,248
19 93,620
20 565,802
3,692
21 52,161
21 109,784
2,923,576
22 4,855
22 174,165
23 345,835
19 13,571
24 151,167
229,951
919,544
2,004,032
2,034,011
25 281
2,033,730
26 119,000
27 1,914,307
2,033,307
423
2,033,730
IFER
Wang Jindong
EF
Director
- ZFF R

REEBEBEZEREAR QA

2011
—EF——%F
HK$' 000
FHETT

11,222
7,548
7,400
2,772

28,942

480,266
470,349
240,667

440,014
962

339,282
1,971,540

528

159,300

62,899
127,095

349,822
1,621,718

1,650,660

459
1,650,201

119,000
1,531,201

1,650,201

1,650,201
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Year ended 31 March 2012 —Z——F=fF=+—HIFE

Attributable to ordinary equity holders of the Company

ADAEBERREARE
Share Capital ~ Statutory  Exchange Non-
Issued  premium Capital redemption  surplus fluctuation  Retained controlling Total
capital  account  reserve  reserve  reserve  reserve profits Total  interests equity
Ry -0 EE HE FEsE

BEGH e EER HABE  WERR ERMRE  RERR  RENE 3t R
Note  HKS'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000
Hit TR TR Thn TR Thn TERL Thn Thn ThR TR

(note 27(a)) (note 27(ali)
(s27(aK0) (sE27(aNi)
At 1 April 2010 WZF-ZEmA-A 119,000 837,638 (380) 1,000 17,062 13321 451933 1439574 - 1439574
Profit for the year EEAIE - - - - - - 585092 585292 - 585092
Other comprehensive EREMRERA
income for the year:
Bxchange differences BEEhERmEE
on tranglation of NEXZR
foreign operations - - - - - 46,595 - 46,595 - 46,595
Total comprehensive FRRENAEE
income or the year - - - - Sl S 6318 - B
Final 2010 dividend ZE-TERERE 12 - (220150) - - - - - (20150 - (20150)
Interim 2011 dividend Z2—EhEke 12 - - - - - - Qo110 o1,110) - 01,110)
Transfer to statutory BETRTRRNES
surplus reserve - - - - 3,770 - (3,770) - - -
M3 March2011and RZF-—%=f=1-A
at 1 April 2011 R=F-—%mA-A 119,000 617,488* (380 1,000¢ 20,832* 59916 832,345 1,650,201 - 1,650,201
Profit for the year EEAE - - - - - - 697874 697874 - 697874
Other comprehensive EREMRERA -
income for the year:
Exchange differences BB EBAELN
on tranglation of EXZE
foreign operations - - - - - 64,842 - 64,842 - 64,842
Total comprehensive ER2ENASE
income for the year - - - - - 64842 697874 762,716 - 16716
Capttal contrbutions from KB FEis s i
non-controlling interests K& - - - - - - - - ThE] 0
Final 2011 dividend i G 12 - (319610) - - - - - (319610) - [379610)
Transfer to statutory ERTiRRRLNRS
surplus reserve - - - - 15,379 - (15,379) - - -
At 31 March 2012 R-F-—£=f=1-A 119,000 237 878* (380)% 1,000*% 36,211%  124758* 1514,840% 2,033,307 423 2,033,730
@ These reserve accounts comprise the consolidated reserves * ZERERCOEAHUBRRETANEG
of HK$1,914,307,000 (2011: HK$1,531,201,000) in the B 11,914,307,0008 T (B —— & :
consolidated statement of financial position. 1,531,201,0008 7)) °
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CASH FLOWS FROM

OPERATING ACTIVITIES
Profit before tax
Adjustments for:

Interest income

Reversal of write-down of

inventories to net realisable value

Finance costs
Depreciation

Loss on disposal of items of property,

plant and equipment
Impairment allowance of
trade receivables

Increase in inventories
Increase in trade receivables

Decrease/(increase) in bills receivable
Increase in prepayments, deposits

and other receivables

Increase/(decrease) in trade payables

Increase in bills payable

Increase in deposits received,
other payables and accruals

Effect of foreign exchange rate
changes, net

Cash generated from/(used in)
operations

Interest received

Interest paid

Hong Kong profits tax paid

Elsewhere tax paid

Net cash flows from/(used in)
operating activities

CASH FLOWS FROM
INVESTING ACTIVITIES

Purchases of items of property,
plant and equipment

Increase in pledged deposits

Capital contributions from
non-controlling shareholders
of subsidiaries

Net cash flows used in
investing activities

Year ended 31 March 2012 —ZE——F=fA=+—HI&FE

Notes
HiiF
EETBNRESRE
B 54 AT A
RATEIBERERNFHE
B U A 5
BoMEFER
AR A 5
A& A AR 6
e 7
HEME  BE R
RIBIEE ZEE 7

FEWE 5 Z AR E B R

FE I

J& U 5 R IR IE AN

FEW R ER A ()
BNKA - REREM

& U 3R TR 48 N

e B ZRRE M, Ofd)
JE A 4R 3E A0

BWETE - EMES

A N e B EIE
EXREHTE (FR)

LERE/ (AR HRE

B WA 8
EENEIFSS
ENEENEH
B H A 3 [ 75 I8

LEFRYHME (FTA) K

BenEFa
REBFBNRERE

BEWE  BERERE

HH 14
B FFE N

KB KB E IS
BRZHE

REEZSHA

MRS IR 8 FHE

2012
—gE—-=F
HK$’'000
FAT

926,036

(1,636)

4,492
6,227

35,032

970,151
(173,003)
(1,009,931)

147,047

(125,344)
4,327
174,165
186,535
59,373
233,320
1,636
(4,492)

(31,328)
(96,886)

102,250

(7,535)

(52,161)

423

(59,273)

2011
—FT——F
HK$’ 000
TET

754,990
(1,460)
(1,535)

3,428

11

755,426
(164,147)
(452,296)
(215,438)

(154,913)
(26,544)

119,669

(138,237)
1,460

(48,583)
(38,505)

(223,865)

(5,941)

(5,941)

TR REEEFERABARQF
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Year ended 31 March 2012 —Z——F=fF=+—HIFE

CASH FLOWS FROM
FINANCING ACTIVITIES

Increase in bank advance for
discounted bills

New bank and trust receipt loans

Repayment of trust receipt loans
Dividends paid

Net cash flows used in
financing activities

NET DECREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents at
beginning of year

Effect of foreign exchange rate
changes, net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
Cash and cash equivalents

METHNRERE
RITREIR FAR 2 UL AN

FrgiR1T R FEMIE
EX
EEEFREIEER
SN @,

RERBDAARERE
R

RERRESFEURD
R

FURERASFEY

EXEEHTE CFH)

FRASRREEEY

ReERRELEEYD
MR
RekREFED
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Notes

Htit

12

21

2012
—E-—_—F
HK$’000
AT

13,571

151,167
(62,899)
(379,610)

(277,771)

(234,794)

339,282

5,296

109,784

109,784

2011
—F——F
HK$’ 000
TET

62,899
(96,782)
(421,260)

(455,143)

(684,949)

977,748

46,483

339,282

339,282



NON-CURRENT ASSET

Investments in subsidiaries

CURRENT ASSETS

Prepayments, deposits and

other receivables

Cash and cash equivalents

Total current assets

CURRENT LIABILITY

Accruals

NET CURRENT ASSETS

Net assets

EQUITY
Issued capital

Reserves

Total equity

FRBEE
KM ERRIRE

REBEE
BNRE RER
Hoh FE Y 3R
RekREFED

RBEEFE

BEFE

R

EEITRA
R

Guan Huanfei

31 March 2012 —ZE——F=A=+—H

Notes
M
17
20
21
23
26
27
FER
Wang Jindong
2
Director
T-_FFK

2012

2——-F

HK$’ 000
TR

579,259

45
669

714

150

564

579,823

119,000
460,823

579,823

REEBEBEZEREAR QA

HK$' 000
FTHET

910,437

55
54,231

54,286

54,280

964,717

119,000
845,717

964,717
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31 March 2012 —E——%f=A=+—H

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 Codan 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 27th Floor, The Sun’s Group Centre, 200

Gloucester Road, Wanchai, Hong Kong.

The Company and its subsidiaries (collectively
referred to as the “Group"”) are principally engaged
in the distribution of Wuliangye (FLI&&) liquor
series, National Cellar 1573 baijiu with 43% alcohol
content, Fen wine with 55% alcohol content liquor
series, Yaxi Classic liquor series and Old Vintage
liquor series, wine and foreign liquor series and
Chinese cigarettes. Details of the principal activities
of the principal subsidiaries are set out in note 17 to

the financial statements.

Silver Base Group Holdings Limited Annual Report 2012
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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, accounting principles generally
accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. These financial statements have been
prepared under the historical cost convention. They
are presented in Hong Kong dollars and all values
are rounded to the nearest thousand except when

otherwise indicated.

The consolidated financial statements include the
financial statements of the Group for the year ended
31 March 2012. The financial statements of the
subsidiaries are prepared for the same reporting
period as the Company, using consistent accounting
policies. The results of subsidiaries are consolidated
from the date of acquisition, being the date on
which the Group obtains control, and continue to
be consolidated until the date that such control
ceases. All intra-group balances, transactions,
unrealised gains and losses resulting from intra-
group transactions and dividends are eliminated on

consolidation in full.

31 March 2012 —E——Ff=A=+—H

AP BHRTIREFT B RGHEM
MBEBRBERSEMN(TEEVHRS
ZAD(EFBEMAEREMBHREE
A BEEER([FBEERD K
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31 March 2012 —E——%f=A=+—H

Adjustments are made to bring into line any

dissimilar accounting policies that may exist.

Total comprehensive income within a subsidiary is
attributed to the non-controlling interests even if

that results in a deficit balance.

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 retained profits, as appropriate.

Silver Base Group Holdings Limited Annual Report 2012

B i SR LA A B E A RAT
A2 &K -

BME SR B AR - — R E A
W2 2 WA LR FE I 57 B 10 JE 12 il 1 4

o

)

E

R — B ARz AR L RE
B AR KT G - AISIRARER
5 e

fief 7 5= (B 2K 2= 3 — PR Y /B8 2 A) 2 #2216l
- RIEBERROZNB AR ZEE
REME - (NEFIRER RS 2 BREE
KRR Nk RFHER Z8 0 &

ROFTBREZ R FEE - ()FRE
ERE 2 A FEE K (i) B s iR E 0
AUt EL 2 BRREE - TR EMLE
HBARERZAEBREHBNDERD
BRBEalRENE (RAEBEE)



The Group has adopted the following new and
revised HKFRSs for the first time for the current
year's financial statements.

HKFRS 1 Amendment Amendment to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards - Limited
Exemption from Comparative HKFRS 7

Disclosures for First-time Adopters

HKAS 24 (Revised) Related Party Disclosures
HK(IFRIC)-Int 14 Amendments to HK(IFRIC)-Int 14
Amendments Prepayments of a Minimum

Funding Requirement

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with
Equity Instruments

Improvements to Amendments to a number of HKFRSs
HKFRSs 2010 issued in May 2010
Other than as further explained below regarding the
impact of HKAS 24 (Revised) and amendments to
HKAS 1 and HKAS 27 included in /mprovements to
HKFRSs 2010, the adoption of these new and revised
HKFRSs has had no significant financial effect on

these financial statements.

ZE-FETENE
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The principal effects of adopting these new and

revised HKFRSs are as follows:

(a)

HKAS 24 (Revised) Related Party Disclosures

HKAS 24 (Revised) clarifies and simplifies
the definitions of related parties. The new
definitions emphasise a symmetrical view
of related party relationships and clarify the
circumstances in which persons and key
management personnel affect related party
relationships of an entity. The revised standard
also introduces an exemption from the
general related party disclosure requirements
for transactions with a government and
entities that are controlled, jointly controlled
or significantly influenced by the same
government as the reporting entity. The
accounting policy for related parties has been
revised to reflect the changes in the definitions
of related parties under the revised standard.
The adoption of the revised standard did not
have any impact on the financial position
or performance of the Group. Details of the
related party transactions, including the related
comparative information, are included in note

32 to the consolidated financial statements.
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Improvements to HKFRSs 2010 issued in May
2010 sets out amendments to a number
of HKFRSs. There are separate transitional
provisions for each standard. While the
adoption of some of the amendments may
result in changes in accounting policies, none
of these amendments has had a significant
financial impact on the financial position or
performance of the Group. Details of the key
amendments most applicable to the Group are
as follows:

o HKAS 1 Presentation of Financial
Statements: The amendment clarifies that
an analysis of each component of other
comprehensive income can be presented
either in the statement of changes in
equity or in the notes to the financial
statements. The Group elects to present
the analysis of each component of other
comprehensive income in the statement

of changes in equity.

o HKAS 27 Consolidated and Separate
Financial Statements: The amendment
clarifies that the consequential amendments
from HKAS 27 (as revised in 2008) made
to HKAS 21, HKAS 28 and HKAS 31
shall be applied prospectively for annual
periods beginning on or after 1 July 2009
or earlier if HKAS 27 is applied earlier.

—FE R
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The Group has not applied the following new and

revised HKFRSs, that have been issued but are not yet

effective, in these financial statements.

S T

HKFRS 1 Amendments  Amendments to HKFRS 1 First-time BB BREER HEBHHREENE1R
Adoption of Hong Kong Financial Reporting F1FBITA [BLERE B BHEEA
Standards - Severe Hyperinflation and -BEZMERRIG
Removal of Fixed Dates for BAFRHEZEERS/
First-time Adopters Mg
HKFRS 1 Amendments  Amendments to HKFRS 1 First-time Adoption of AN BREEA HEAUBREENE1H
Hong Kong Financial Reporting Standards — AL N [BAERE B BHEER
Government Loans* A HES
HKFRS 7 Amendments  Amendments to HKFRS 7 Financial Instruments: BB BREER HEBHBREENETR
Disclosures - Transfers of Financial Assets FITBITA [E@IR KE-BEF
FREEMBIR
HKFRS 7 Amendments  Amendments to HKFRS 7 Ainancial Instruments: BANBREER HEBYBRELHETR
Disclosures - Offsetting Financial Assets FTRBITA [EBTA RE-2BEE
and Financial Liabilities BB ENHY/
B T A
HKFRS 9 Financial Instruments® EANBRERE  2HIAC
E
HKFRS 10 Consolidated financial Statements* BANBREZER B BER
£10%
HKFRS 11 Joint Arrangements ERMBRERA  AFZH
E1%
HKFRS 12 Disclosure of Interests in Other Entities* EANBRERN  FERAMEEZE
E12%:
HKFRS 13 Fair Value Measurement* BAN KRG A AT EREE
£13%

HKAS 1 Amendments

HKAS 12 Amendments

Amendments to HKAS 1 Presentation of
Financial Statements - Presentation of ltems
of Other Comprehensive Incomé’

Amendments to HKAS 12 /ncome Taxes -
Deferred Tax: Recovery of Underlying Assets

ERGAEAF IR
AR

BREEF125%

HEB G EAER
[aFaZx 225 -HERM
kYL QNG HES

HEE GRS 125
[hri7 o R E -
WEREEE BT A

HKAS 19 (2011) Employee Benefits* BESIHENEI9% ESEF
(Z2——%)

HKAS 27 (2011) Separate Financial Statements* BRSNS AP FHR
(Z2——%)
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HKAS 28 (2011) Investments in Associates and Joint Ventures*

HKAS 32 Amendments  Amendments to HKAS 32 financial Instruments:
Presentation - Offsetting Financial Assets and
Financial Liabilities®

HK(IFRIC)-Int 20 Stripping Costs in the Production Phase of

a Surface Mine*

Annual Improvements

Project Cycle*

i Effective for annual periods beginning
1 July 2011

2 Effective for annual periods beginning
1 January 2012

3 Effective for annual periods beginning
1 July 2012

& Effective for annual periods beginning
1 January 2013

8 Effective for annual periods beginning
1 January 2014

8 Effective for annual periods beginning

1 January 2015

on

on

on

on

on

on

or

or

or

or

or

or

Annual Improvements to HKFRSs 2009-2011

after

after

after

after

after

after

The Group is in the process of making an assessment

of the impact of these new and revised HKFRSs upon

initial application but is not yet in a position to state

whether these new and revised HKFRSs would have

significant impact on its results of operations and

financial position.
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A subsidiary is an entity whose financial and
operating policies the Company controls, directly or

indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the
Company’s income statement to the extent of
dividends received and receivable. The Company’s
investments in subsidiaries are stated at cost less any

impairment losses.

A joint venture is an entity set up by contractual
arrangement, whereby the Group and other parties
undertake an economic activity. The joint venture
operates as a separate entity in which the Group and

the other parties have an interest.

The joint venture agreement between the venturers
stipulates the capital contributions of the joint
venture parties, the duration of the joint venture
and the basis on which the assets are to be realised
upon its dissolution. The profits or losses from the
joint venture’s operations and any distributions of
surplus assets are shared by the venturers, either in
proportion to their respective capital contributions,
or in accordance with the terms of the joint venture

agreement.

A joint venture is treated as a subsidiary, if the
Group/Company has unilateral control, directly or

indirectly, over the joint venture.
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Where an indication of impairment exists, or when
annual impairment testing for an asset is required
(other than inventories, financial assets and an
investment property), the asset’s recoverable amount
is estimated. An asset’s recoverable amount is the
higher of the asset’s or cash-generating unit’s value
in use and its fair value less costs to sell, and is
determined for an individual asset, unless the asset
does not generate cash inflows that are largely
independent of those from other assets or groups
of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the

asset belongs.

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

function of the impaired asset.
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An assessment is made at the end of each reporting
period as to whether there is any indication that
previously recognised impairment losses may
no longer exist or may have decreased. If such
an indication exists, the recoverable amount is
estimated. A previously recognised impairment
loss of an asset is reversed only if there has been
a change in the estimates used to determine the
recoverable amount of that asset, but not to an
amount higher than the carrying amount that would
have been determined (net of any depreciation) had
no impairment loss been recognised for the asset in
prior years. A reversal of such an impairment loss is
credited to the income statement in the period in

which it arises.

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

(a) the party is a person or a close member of that

person’s family and that person

(i) has control or joint control over the

Group;

(i) has significant influence over the Group;

or

(iii) is a member of the key management
personnel of the Group or of a parent of

the Group;
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or

(b)

the party is an entity where any of the

following conditions applies:

(i)  the entity and the Group are members of

the same group;

(i) one entity is an associate or joint venture
of the other entity (or of a parent,
subsidiary or fellow subsidiary of the

other entity);

(iii) the entity and the Group are joint

ventures of the same party;

(iv) one entity is a joint venture of a third
entity and the other entity is an associate

of the third party;

(v)  the entity is a post-employment benefit
plan for the benefit of employees of
either the Group or an entity related to

the Group;

(vi) the entity is controlled or jointly
controlled by a person identified in (a);

and

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

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

working condition and location for its intended use.

Expenditure incurred after items of property, plant
and equipment have been put into operation, such
as repairs and maintenance, is normally charged
to the income statement 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.

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%
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Where parts of an item of property, plant and
equipment have different useful lives, the cost of
that item is allocated on a reasonable basis among
the parts and each part is depreciated separately.
Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at

least at each financial year end.

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

asset.

Investment property is an interest in land and
building held to earn rental income and/or for capital
appreciation, rather than for use in the production
or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of
business. Such property is stated at cost, including
transaction costs, less accumulated depreciation
and any impairment losses, and is depreciated on
the straight-line basis to write off the cost of the

property over its estimated useful life of 50 years.
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An investment property is derecognised upon
disposal or when the investment property is
permanently withdrawn from use and no future
economic benefits are expected from its disposal.
Any gains or losses on the retirement or disposal of
an investment property are recognised in the income

statement in the year of the retirement or disposal.

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.

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group
is the lessor, assets leased by the Group under
operating leases are included in non-current assets,
and rentals receivable under the operating leases are
credited to the income statement on the straight-line
basis over the lease terms. Where the Group is the
lessee, rentals payable under operating leases net of
any incentives received from the lessor are charged
to the income statement on the straight-line basis

over the lease terms.
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Financial assets of the Group within the scope of
HKAS 39 are classified as loans and receivables. The
Group determines the classification of its financial
assets at initial recognition. When financial assets are
recognised initially, they are measured at fair value
plus transaction costs, except in the case of financial

assets recorded at fair value through profit or loss.

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

regulation or convention in the marketplace.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. After initial
measurement, such assets are subsequently
measured at amortised cost using the effective
interest rate method less any allowance for
impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition
and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate
amortisation and the loss arising from impairment

are recognised in the income statement.
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A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial

assets) is derecognised when:

o the rights to receive cash flows from the asset

have expired; or

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

transferred control of the asset.

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

rights and obligations that the Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured
at the lower of the original carrying amount of the
asset and the maximum amount of consideration

that the Group could be required to repay.
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The Group assesses at the end of each reporting
period whether there is any objective evidence that
a financial asset or a group of financial assets is
impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there
is objective evidence of impairment as a result of
one or more events that occurred after the initial
recognition of the asset (an incurred “loss event”)
and that loss event has an impact on the estimated
future cash flows of the financial asset or the group
of financial assets that can be reliably estimated.
Evidence of impairment may include indications
that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation and observable data indicating that
there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

For financial assets carried at amortised cost, the
Group first assesses individually whether objective
evidence of impairment exists for financial assets
that are individually significant, or collectively for
financial assets that are not individually significant.
If the Group determines that no objective evidence
of impairment exists for an individually assessed
financial asset, whether significant or not, it
includes the asset in a group of financial assets with
similar credit risk characteristics and collectively
assesses them for impairment. Assets that are
individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised
are not included in a collective assessment of
impairment.
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If there is objective evidence that an impairment
loss has been incurred, the amount of the loss is
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses
that have not yet been incurred). The present value
of the estimated future cash flows is discounted at
the financial asset’s original effective interest rate
(i.e., the effective interest rate computed at initial
recognition). If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is
the current effective interest rate.

The carrying amount of the asset is reduced either
directly or through the use of an allowance account
and the amount of the loss is recognised in the
income statement. Interest income continues to
be accrued on the reduced carrying amount and is
accrued using the rate of interest used to discount
the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together
with any associated allowance are written off when
there is no realistic prospect of future recovery, and
all collateral has been realised and transferred to the
Group.

If, in a subsequent period, the amount of the
estimated impairment loss increases or decreases
because of an event occurring after the impairment
was recognised, the previously recognised
impairment loss is increased or reduced by adjusting
the allowance account. If a future write-off is later
recovered, the recovery is credited to the income

statement.
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Financial liabilities of the Group within the scope of
HKAS 39 are classified as loans and borrowings. The
Group determines the classification of its financial

liabilities at initial recognition.

All financial liabilities are recognised initially at fair
value plus, in the case of loans and borrowings,

directly attributable transaction costs.

The subsequent measurement of financial liabilities

depends on their classification as follows:

After initial recognition, loans and borrowings are
subsequently measured at amortised cost, using the
effective interest rate method unless the effect of
discounting would be immaterial, in which case they
are stated at cost. Gains and losses are recognised
in the income statement when the liabilities are
derecognised as well as through the effective interest

rate amortisation process.

Amortised cost is calculated by taking into account
any discount or premium on acquisition and fees
or costs that are an integral part of the effective
interest rate. The effective interest rate amortisation

is included in finance costs in the income statement.
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Financial guarantee contracts issued by the Group
are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs
because the specified debtor fails to make a
payment when due in accordance with the terms of
a debt instrument. A financial guarantee contracts
is recognised initially as a liability at its fair value,
adjusted for transaction costs that are directly
attributable to the issuance of the guarantee.
Subsequent to initial recognition, the Group
measures the financial guarantee contract at the
higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation
at the end of the reporting period; and (ii) the
amount initially recognised less, when appropriate,

cumulative amortisation.

A financial liability is derecognised when the
obligation under the liability is discharged or

cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability,
and the difference between the respective carrying

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

simultaneously.

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.

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

amount of the obligation.

When the effect of discounting is material, the
amount recognised for a provision is the present
value at the end of the reporting period of the future
expenditures expected to be required to settle the
obligation. The increase in the discounted present
value amount arising from the passage of time is

included in finance costs in the income statement.

Income tax comprises current and deferred tax.
Income tax relating to items recognised outside profit
or loss is recognised either in other comprehensive

income or directly in equity.

Current tax assets and liabilities for the current
and prior periods 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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Deferred tax liabilities are recognised for all taxable
temporary differences while deferred tax assets are
recognised for all deductible temporary differences,
the carryforward of unused tax credits and any
unused tax losses, to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, the carryforward
of unused tax credits and unused tax losses can be

utilised.

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 deferred tax liabilities are
offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and
the deferred taxes relate to the same taxable entity

and the same taxation authority.
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Revenue is recognised when it is probable that

the economic benefits will flow to the Group and

when the revenue can be measured reliably, on the

following bases:

(a)

from the sale of goods, when the significant
risks and rewards of ownership have been
transferred to the buyer, provided that
the Group maintains neither managerial
involvement to the degree usually associated
with ownership, nor effective control over the

goods sold,;

rental income, on a time proportion basis over

the lease terms; and

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

financial asset.
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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.

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 income statement 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
employer contributions vest fully with the employees

when contributed into the MPF Scheme.

The employees of the Group’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 income statement
as they become payable in accordance with the rules

of the central pension scheme.
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Borrowing costs are recognised as expenses in the

period in which they are incurred.

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity
are measured using that functional currency. Foreign
currency transactions recorded by the entities in the
Group are initially recorded using their respective
functional currency rates ruling at the dates of
the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling
at the end of the reporting period. All differences
arising on settlement or translation of monetary

items are taken to the income statement.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
determined. The gain or loss arising on retranslation
of a non-monetary item is treated in line with the
recognition of the gain or loss on change in fair
value of the item (i.e., translation difference on
item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit

or loss, respectively).
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The functional currencies of certain overseas
subsidiaries are currencies other than the Hong Kong
dollars. As at the end of the reporting period, the
assets and liabilities of these entities are translated
into the presentation currency of the Company at
the exchange rates ruling at the end of the reporting
period and their income statements are translated
into Hong Kong dollars at the weighted average
exchange rates for the year. The resulting exchange
differences are recognised in other comprehensive
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 income statement.

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 weighted

average exchange rates for the year.
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The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the
carrying amounts of the assets or liabilities affected

in the future.

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

amounts recognised in the financial statements:

The Group has to exercise judgement in determining
whether an asset is impaired or the event previously
causing the asset impairment no longer exists,
particularly in assessing: (1) whether an event has
occurred that may affect the asset value or such
event affecting the asset value has not been in
existence; (2) whether the carrying value of an asset
can be supported by the net present value of future
cash flows which are estimated based upon the
continued use of the asset or derecognition; and (3)
the appropriate key assumptions to be applied in
preparing cash flow projections including whether
these cash flow projections are discounted using
an appropriate rate. Changing the assumptions
selected by management to determine the level
of impairment, including the discount rates or
the growth rate assumptions in the cash flow
projections, could materially affect the net present

value used in the impairment test.
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The Group’s determination as to whether to accrue
for withholding taxes arising from the distributions
of dividends from certain subsidiaries according to
the relevant tax jurisdictions is subject to judgement
on the timing of the payment of the dividend.
The Group considered that if the profits will not
be distributed in the foreseeable future, then no

withholding taxes should be provided.

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

financial year, are discussed below.

Write-down of inventories to net realisable value
is made based on the ageing and estimated net
realisable value of inventories. The assessment of
the write-down 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
write-down/write-back of inventories in the period in

which such estimate has been changed.
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In determining the useful lives and residual values of
items of property, plant and equipment, the Group
has to consider various factors, such as technical or
commercial obsolescence arising from changes or
improvements in production, or from a change in
the market demand for the product or service output
of the asset, expected usage of the asset, expected
physical wear and tear, the care and maintenance
of the asset, and legal or similar limits on the use
of the asset. The estimation of the useful life of
the asset is based on the experience of the Group
with similar assets that are used in a similar way.
Additional depreciation will be made if the estimated
useful lives and/or the residual values of items of
property, plant and equipment are different from the
previous estimation. Useful lives and residual values
are reviewed, at each financial year end date based
on changes in circumstances.

The Group assesses at the end of each reporting
period whether there is any objective evidence that
a trade receivable is impaired. To determine whether
there is objective evidence of impairment, the Group
considers factors including, inter alia, the probability
of insolvency or significant financial difficulties of the
debtors and default or significant delay in payments.
The Group maintains an allowance for estimated loss
arising from the inability of its debtors to make the
required payments. The Group makes its estimates
based on the ageing of its trade receivables balances,
debtors’ creditworthiness, and historical write-off
experience. If the financial condition of its debtors
was to deteriorate so that the actual impairment loss
might be higher than expected, the Group would be
required to revise the basis of making the allowance.

Further details are included in note 19 to the
financial statements.
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For management purposes, the Group is organised
into business units based on its products and services
and has three reportable operating segments as

follows:

(i)  the distribution of Wuliangye liquor series,
National Cellar 1573 baijiu with 43% alcohol
content, Fen Wine with 55% alcohol content
liguor series, Yaxi Classic liquor series and Old
Vintage liquor series, wine and foreign liquor

series (“Liquors”);

(i)  the distribution of Chinese cigarettes

(“Cigarettes”); and

(iii) the investment in a residential apartment
for its rental income potential (“Property

Investment”).

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

excluded from such measurement.
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HREEME  AEBEREER KRS
AREBELN - THEBAT =[RS

R WaN.
g

() HKERARRBRY  BEEI1573F
HA3EIE - D BES5E R - BBE
MR - BERY - BEERF
BRF (DB

(i) KRHFEFEEFE(EFE]) &

(i) REFEBFTURREENES
WA(THERERE]D -

EEEERASEREALED B EE
NIEHEBE RS BEMT B D BERIR
HIRTE o B RINE B IR AT M E 5 ZBF
7 (E18) (A& 2 48 38 2 89 B B T 7
) AT o 4% 8 B A9 BR B AT B A9 5T
ERAEREERBATFBOFESTRX
ER—B - ERSHA - Efblias R
BRATBIEESEE

—HEFH REEEBEZERARA2 A
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31 March 2012 —E——%f=A=+—H

Year ended 31 March 2012 —E-—HEZA=+—RHLEE
Property
Liquors Cigarettes Investment Total
il BE MERE &5t

HK$'000  HK$'000  HK$'000  HK$'000
THET TAET TAET TAET

Segment revenue: 2 EUE
Sales to external customers fHEZEINIEEF 2,929,540 44,586 - 2,974,126
Other revenue H b Wz - = 43 43
Total =X 2,929,540 44,586 43 2,974,169
Segment results DEEE 927,152 1,667 (220) 928,599
Reconciliation: R -
Interest income F B U A 1,636
Other gains H b Uz 293
Finance costs & AR (4,492)
Profit before tax B B4 A A B 926,036
Other segment Hitp HEHR :

information:
Depreciation e 5,929 89 209 6,227
Impairment allowance of W E 5 FIERE

trade receivables B 35,032 = = 35,032
Capital expenditure* BARY 7,493 42 = 7,535
@ Capital expenditure consists of additions to items of @ BEASTHBEDHE  BERREEEZ

property, plant and equipment. NE °
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31 March 2012 —E——Ff=A=+—H

Year ended 31 March 2011 —E——F=A=t+—HItEE
Property
Liquors Cigarettes Investment Total
i BE MERE a5t
HK$' 000 HK$' 000 HK$' 000 HK$’000
FHET FHET FET FET
Segment revenue: DU ¢
Sales to external customers fHEEINIERF 2,148,445 68,937 - 2,217,382
Other revenue H b Iz - = 42 42
Total & &F 2,148,445 68,937 42 2,217,424
Segment results D EEE 746,153 7,554 (235) 753,472
Reconciliation: AR -
Interest income B U A 1,460
Other gains Hfth W & 58
Profit before tax B 54 AT A B 754,990
Other segment Hibp HEHR :
information:
Depreciation e 3,101 110 209 3,420
Capital expenditure* B 5,187 330 424 5,941
Reversal of write-down of BE#MBEFTES
inventories to net A &35 %8
realisable value - (1,535) - (1,535)
@ Capital expenditure consists of additions to items of & BEATHBREDE BEREEEHB
property, plant and equipment. ZRE °
SE-C—FEEH REREERERAD S
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31 March 2012 —E——%f=A=+—H

South-east

Mainland Asian
China  countries Others Total
PEAE REIEXR Htt &t
HK$' 000 HK$' 000 HK$' 000 HK$'000
FHT FHT FHT FET
2,275,851 1,056 300 2,974,126
6,117 - - 27,651
1,455,579 13,622 2,859 2,217,382
2,977 - - 26,170

Hong Kong
b
HK$' 000
FEL
Year ended 31 March 2012 —E-CF
ZA=t-BLEFE
Revenue from external REMDEFE 2 W+
customers* 696,919
Non-current assets** BB E 21,534
Year ended 31 March 2011 —E——F
ZA=+-HLEE
Revenue from external REIMNFEF 2 Wa*
customers* 745,322
Non-current assets** EREEE 23,193
R The revenue information is based on the location of

the customers.

**  The non-current asset information is based on
the location of the assets and excludes financial
instruments.

Revenues from three major customers of
approximately HK$491,538,000 (2011:
322,487,000), HK$388,384,000 (2011: Nil)
and HK$357,371,000 (2011: HK$249,933,000)
respectively for the year ended 31 March 2012 were
derived from sales by the Liquors segment and the
Cigarettes segment, including sales to two entities
which are known to be under common control of

one major customer.
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491,538,000 T (=& — — F :
322,487,000 JL) - 388,384,000/ T
(ZZE——% : &) %357,371,000% 7T
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Revenue, which is also the Group's turnover,

represents the net invoiced value of goods sold, after

allowances for returns and trade discounts.

An analysis of the Group’s other income and gains,

net is as follows:

Bank interest income

Gross rental income

Foreign exchange differences, net

Reversal of write-down of
inventories to net realisable value

Others

Interest on discounted bills
Interest on trust receipt loans wholly

repayable within five years

31 March 2012 —E——Ff=A=+—H

Wt (MARKENEXRE) HDRER
ERBLEZTHENEEENERF
& o

REE S E A WA R as CFFE) ST 40
-

2012 2011

—E-C—F —E—%F

HK$’ 000 HK$’ 000

FExT FET

RITH B U A 1,636 1,460

IS WA 43 42

HNE ZERE c FE 1,149 675

B EIMURTFE =]

IR A - 1,535

Htp 293 58

3,121 3,770

Group
rEH

2012 2011

—_E—_—F —E——%F

HKS$’ 000 HK$' 000

FHT FATT

BRI R 2§ B8 3,950 =
ARAFABHEEZ

ErREBIEERZF B 542 =

4,492 =

—E - FFH REEELRERL T
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31 March 2012 —E——%f=A=+—H

The Group’s profit before tax is arrived at after
charging:

Cost of inventories sold EERFERAE
Depreciation: E -
Property, plant and equipment  #1% - BE & &
Investment property WEME

Minimum lease payments under RIEEERENRKIE

operating leases MERR
Loss on disposal of items of HEME - HERE&E
property, plant and HE ZE#E

equipment
Impairment allowance of trade
receivables*

JE U 2 55 SR IR R (B 1 s

Auditors’ remuneration % SR BN &
Employee benefit expense EERMNER
(including directors’ (BREEM:)

remuneration (note 8)): (BF7E8)

Wages, salaries, allowances
and benefits in kind

Pension scheme contributions

Direct operating expenses
(including repairs and
maintenance) arising on
a rental-earning investment

TE %z UK
BEWH =
BB EIHE R

REREENRENE
PTEANER
LEER(BREEE
K #E)

property

* Included in “Other expense” on the face of the
consolidated income statement.

The employee benefit expense (including
director’'s remuneration) includes housing benefit
with aggregate rental of HK$7,330,000 (2011:
HK$5,926,000), which is also included in the total
amount disclosed separately above.

At 31 March 2012, the Group had no forfeited
contributions available to reduce its contribution to
the pension schemes in future years (2011: Nil).
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SR RO BR AT A B E F0ER

2012 2011

—E-—F —E——%F

Notes HK$’000 HK$' 000
it FHExT FHET
1,585,823 1,195,929

14 6,018 3,211
15 209 209
6,227 3,420

47,402 28,556

- 11

35,032 -

1,710 1,630

140,068 104,799

7,934 4,026

148,002 108,825

54 68

* HARHBEmRZIEMBER] -

EERHNER (BIEZEFMHe) 2EE
€ /7,330,000 L (=& ——F:
5,926,000 0) WEZERF - B KE
MEFALXBSTTRENBTES -

R-ZZBE——=A=+—H8 £EEY
B 2R WAH SR AT AR HUR R R E 2 R
REFEFEHER (T ——F: &) -



31 March 2012 —E——Ff=A=+—H

Directors’ remuneration for the year, disclosed BEABBERSMABRARGES L™
pursuant to the Rules Governing the Listing of FMA(TEMHRAD REBERGEHE
Securities on the Stock Exchange of Hong Kong 16VEAETHRENFRNEEZMEOAT

Limited (the “Listing Rules”) and Section 161 of the
Hong Kong Companies Ordinance, is as follows:

Group
rEH
2012 2011
—E-Z-fF —E——F
HK$' 000 HK$' 000
FERT FHET
Fees we 1,980 1,777
Other emoluments: Hh e -
Salaries, allowances and benefits e FMEREDHE
in kind 45,001 41,322
Pension scheme contributions RRER FT B 96 82
45,097 41,404
47,077 43,181
The fees paid to independent non-executive REENTEILIFERTESNE
directors during the year were as follows: L0
2012 2011
—E——fF —E——F
HK$' 000 HK$’ 000
FERT FHET
Hung Sui Kwan 3t 3 3 360 360
Guan Huanfei (note (iii)) 8 e IE (BT 3£ (i) - 296
Ma Lishan VAl 360 360
Zhang Min Rk K 360 64
1,080 1,080
There were no other emoluments payable to FAWEENBIERITESEZ
the independent non-executive directors during Hie (S ——F : &) o

the year (2011: Nil).
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2012

Executive directors:
Liang Guoxing (note (i)
Cheung Mei Sze
Joseph Marian
Laurence Ozorio
Guan Huanfei (note (iii)
Wang Jindong

Non-executive directors:
Wu Jie Si
Chen Sing Hung Johnny

2011

Executive directors:
Liang Guoxing (note (i)
Chen Sing Hung Johnny
(note (ii))
Chung Wai Man
Cheung Mei Sze
Joseph Marian
Laurence Ozorio
Guan Huanfei (note (jii))
Wang Jindong

Non-executive directors:
Wu Jie Si
Chen Sing Hung Johnny

31 March 2012 —E——%f=A=+—H

—E-_F

HITEE
PER (i 3()
Bx3
s

3% 9 (A i)
TER

FRTES:
RER
PR

—E——F

HEEE
2EE (F3()
BB (H )

EEX
E % rEE\

&

% (B i)
TER

FATES:
HEER
PRI
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Fees
ne
HK$' 000
THET

480
420

900

900

430
217

697

697

Salaries,
allowances
and benefits
in kind
&2
RENFE
HK$'000
FTHEL

30,393
1,040

3,100
9,281
1,187

45,001

45,001

29,760
2,734
2,063
1,040
3,000
1,586
1,139

41,322

41,322

Pension
scheme
contributions
BAREF
AN
HK$'000
TET

12
12

12
48

96

12
31

82

82

Total
remuneration

HeaE
HK$* 000
TAT

30,405
1,052

3,112
9,293
1,235
45,097
430
420
900

45,997

29,772
2,740
2,069
1,052
3,012
1,589
1,170

41,404

480
217
697

42,101



Notes:

(@)

(i)

(iii)

The remuneration of Mr. Liang Guoxing (“Mr. Liang”)
for the year ended 31 March 2012 included a housing
benefit with aggregate rental of HK$6,394,000
(2011: HK$5,760,000) incurred by the Group.

Mr. Chen Sing Hung Johnny was re-designated from
an executive director to a non-executive director of
the Company with effect from 25 September 2010.

Mr. Guan Huanfei (“Mr. Guan”) was re-designated
from an independent non-executive director to an
executive director of the Company with effect from
28 January 2011. The remuneration of Mr. Guan for
the year ended 31 March 2012 included a housing
benefit with aggregate rental of HK$936,000 (2011:
HK$166,000) incurred by the Group.

There was no arrangement under which a director

waived or agreed to waive any remuneration during

the year.

31 March 2012 —E——Ff=A=+—H

() RERELEE(REEDBEZ=ZT
——F=-A=Z+-BLFENHNE
BEASEESHNEERLY M
& 46,394,000 T (Z T ——F :
5,760,000/ 7T) °

(i BREBEER-ZT—ZTFHLAZ=T+H
FEAARARARNTEERERIFNT
B=o

(i) BRIFAEE(EAEEDR-_ZT——%F
—AZ TN NARBEARNRABTBEILIFAT
EERERRTES -BELRE_T
——H=ZA=t—HIFEHNMEE
BRAKESBSNEERY Hea
936,000 7T (ZZF ——% : 166,000/8
75) ©
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31 March 2012 —E——%f=A=+—H

The five highest paid employees during the year FRNREUEEFHNREEEE =% (=
T — 4 - E el 7 N
included three (2011: four) directors, details of = FHBES REOMSH

BN EXHES - FABTME (ZF
——F R FESFHRHFEENH

Details of the remuneration of the remaining two SEBEMT

whose remuneration are set out in note 8 above.

(2011: one) non-director, highest paid employees for

the year are as follows:

Group
rEE
2012 2011
—F--F —T——F
HK$’ 000 HK$' 000
FExT FAETT
Salaries, allowances and benefits in kind %% - 2B R EWH 4,516 2,990
Pension scheme contributions RIREFIE B R 60 12
4,576 3,002
The number of non-director, highest paid employees FTHBRATANNFEEESHES
whose remuneration fell within the following bands BABLTS -
is as follows:

Number of employees
BEAH
2012 2011

—E-——F —ET——%F

HK$1,500,001 to HK$2,000,000 1,500,001/ 7T £2,000,0007% 7T 1 =
HK$3,000,001 to HK$3,500,000 3,000,001/ 7T &£3,500,0007% 7T 1 1
2 1
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31 March 2012 —E——Ff=A=+—H

Hong Kong profits tax has been provided at the rate BANGRIOIREFAREBELNE
of 16.5% (2011: 16.5%) on the estimated assessable HpEER A EIZ16.5% (ZE——F

profits arising in Hong Kong during the year. Taxes
on profits assessable elsewhere have been calculated

at the rates of tax prevailing in the jurisdictions in

which the Group operates.

Group:

Current — Hong Kong
Charge for the year
Underprovision/(overprovision)

in prior years

Current — Elsewhere
Charge for the year
Underprovision in prior years

Deferred (note 25)

Total tax charge for the year

16.5%) M R IE I BiR - REMiE R
MERBR AN BEERANEEEEMER A
EREEMBRITHEFEREA -

2012 2011
—E-_F —_EF——
HK$’ 000 HK$’ 000
FERT FAET
rEH :
RE—FH
FANEA 28,622 43,109
BAFEREBTE
(FBEERE) (24) 794
RNE— H it =
FNEH 199,439 125,586
BEFEEETR 303 =
IEE (B 3E25) (178) 209
FAMBEERAER 228,162 169,698
SR - FE R KREEBEZRER D
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31 March 2012 —E——%f=A=+—H

A reconciliation of the tax expense applicable
to profit before tax at the statutory rate for the
jurisdiction in which the Company and the majority
of its subsidiaries are domiciled to the tax expense at

the effective tax rate is as follows:

BB RN AR R R E KR M8 A =P
£ BIARE [ MR TE B R 5T B A BR B AT A
HRAEREZERN R ENHRIEA
ERNEE  FEOT

Profit before tax

Tax at the statutory tax rate
Difference in tax rates enacted
by local authorities
Adjustments in respect of current
tax of previous periods
Income not subject to tax
Expenses not deductible for tax
Tax losses not recognised
Tax losses from previous periods utilised
Others

Tax charge at the effective rate

2012 2011
=E-=F —E——F
HK$’ 000 HK$' 000
FET FAT
B 50 AT A B 926,036 754,990
RAEAEBERFTENNIE 152,796 124,573

HETEREMHBEER
65,431 38,418

MR E BRIE

1 B 5 B 279 794
BARBHBA (444) (2)
TR R IE ) B B 12,629 1,609
NIRRT E B 2,809 4,306
PABT RN ER (4,283) =
Hh (1,055) =
BRERMEAENHIEEHR 228,162 169,698

The consolidated profit attributable to ordinary
equity holders of the Company for the year ended 31
March 2012 includes a loss of HK$5,284,000 (2011:
a profit of HK$198,330,000) which has been dealt
with in the financial statements of the Company
(note 27(b)).
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Dividend paid during the year:
Final dividend for 2011: HK$0.319
(2010: HK$0.185) per ordinary share

Interim dividend: Nil
(2011: HK$0.169 per ordinary share)

Dividend proposed:
Final dividend: HK$0.05
(2011: HK$0.319) per ordinary share

31 March 2012 —E——Ff=A=+—H

FRIFZRE :
ZE——FZRERE
B EBEK0.319%8 T
(ZZ—ZF :0.18587T)
REIRE
(Z2——F : gk
TBA%0.1698 7T)

BEEzRE:

REAZ B« TR
T MAR0.05/8 7T
—ET——%F:0319%87T)

2012 2011
—E—C—F —E——fF
HK$’ 000 HK$' 000
FET AT
379,610 220,150

- 201,110

379,610 421,260
59,500 379,610

The board of directors has proposed to declare a
final dividend of HK$0.05 per ordinary share of
the Company, in aggregate of HK$59.5 million, to
the Company’s shareholders and a bonus issue of
1 bonus share for every 40 existing shares held for
the year ended 31 March 2012 being subject to the
approval of the shareholders at the forthcoming
annual general meeting of the Company. The
financial statements do not reflect the final dividend
payable.

The calculation of the basic earnings per
share amount is based on the profit for the
year attributable to ordinary equity holders
of the Company of HK$697,874,000 (2011:
HK$585,292,000), and the number of ordinary
shares of 1,190,000,000 (2011: 1,190,000,000) in
issue during the year.

No adjustment has been made to the basic earnings
per share amount presented for the years ended 31
March 2012 and 2011 in respect of a dilution as the
Group had no potentially dilutive ordinary shares in
issue during those years.

BHE_ZT——F=A=+—HItFE "
EESERNARIREERARAF
f% I BAZ0.05B T R HAAR B - BI& £
SO.5E BB MEITAR - BIFFEE40
fEIR A RN IR K 1AR AT RS - ZBERER
AAREERRBAFTRKE LHE - 75
MR AR RIRFEA RIS ©

EREABFNCBENIRFRAARAALR
=58 A FE1hH F)H697,874,0007% 7T
—F——4% :585,292,000067T) B2
EITEREARAIEE 1,190,000,0000% (=
Z——4 :1,190,000,000/%) 5+ & -

ARAREELEFELRAEEEE
FEZORTEER  BLYEHEE
—FCHFRZF—F=A=t—H
IEFEMREIZ GRERANIEL AR
gz A% -

—HEFH REEEBEZERARA2 A
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31 March 2012 —E——%f=A=+—H

31 March 2012

At 31 March 2011 and
at 1 April 2011:
Cost
Accumulated depreciation

Net carrying amount

At 1 April 2011, net of
accumulated depreciation

Additions

Depreciation provided during
the year

Exchange realignment

At 31 March 2012, net of
accumulated depreciation

At 31 March 2012:
Cost

Accumulated depreciation

Net carrying amount

Leasehold
improvements
RENEES
HK$' 000
FATL
ZE-ZF=A=t-H
R_E——F=A=+-HBRk

RZE——FNA-B:

A 4,673

2HME (2,325)

RHEFE 2,348
W_E-——ENA-B"

B RHIE 2,348
e 2,901
FERFTERE

(3,029)
EARE 39
WZE-—F=f=+-H"

MNGBRHIE 2,259
W_ZE-—F=f=1+-H:

KA 7,741

ZitiTE (5,482)

RHEFE 2,259
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Furniture
and
fixtures
BAR
BE%E
HK$' 000
TER

7,539
(6,447)

1,092

1,092

(279)

823

7,549
(6,726)

823

Office
equipment

BAERE

HK$' 000
THEL

4,393
2,51)

1,882

1,882

1,253

(787)

59

2,407

5758

(3,351)

2,407

Motor
vehicles

RE
HK$' 000
TiEx

13,688
(7,788)

5,900

5,900

3,37

(1,923)

75

7,423

17,203

(9,780)

7,423

Total

a4t
HK$' 000
A

30,293
(19,071)

11,222

11,222

7,535

(6,018)
173



31 March 2011

At 31 March 2010 and
at 1 April 2010:
Cost
Accumulated depreciation

Net carrying amount

At 1 April 2010, net of
accumulated depreciation

Additions

Disposals

Depreciation provided during
the year

Exchange realignment

At 31 March 2011, net of
accumulated depreciation

At 31 March 2011:
Cost

Accumulated depreciation

Net carrying amount

R_ZE-ZENA-R "
NB2:HE

NE

ik

FRNERE

ESHAE

RZF——%=f=+-RH"
R RHHE

RoB-—F=A=t-A:
A
gitira

TR FHE

Leasehold
improvements

RENREE
HK$' 000
TiEx

(778)
28

2,348

4,673

(2,325)

2,348
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Furniture
and
fixtures
BRAR
BE%E
HK$' 000
TAR

6,974
(6,224)

750

750
565

(223)

1,092

7,539
(6,447)

1,092

Office
equipment

BLAERR

HK$' 000
TEL

2,907
(1,960)

947

947

1,433

(11)

(525)

38

1,882

4,393

(2,51)

1,882

Motor
vehicles

nE
HK$' 000
TiEx

11,633
(6,050)

5,583

5,583
1,956

(1,685)
46

5,900

13,688

(7,788)

5,900

Total
Gt

HK$" 000
TER

24,101
(15,710)

8,391

8,391
5,941
(1)

(3.211)

11,222

30,293
(19,071)

11,222

T2 -_FHFH REEBERAERXA
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31 March 2012 —E——%f=A=+—H

Group

rEE
2012 2011
—E-CZfF —F——F
HK$’ 000 HK$’ 000
FERT T T
Carrying amount at 1 April RO A—B8REE 7,548 7,757
Depreciation provided during the year FAMERE (209) (209)
Carrying amount at 31 March R=A=+—BHEKEE 7,339 7,548
Fair value at 31 March R=RA=+—BHAFEE 15,570 15,350

The Group's investment property is held under a long

term lease and situated in Hong Kong.

The Group’s investment property was revalued on
31 March 2012 by Vigers Appraisal & Consulting
Limited, an independent professionally qualified
valuer, at HK$15,570,000 (2011: HK$15,350,000) on
an open market, existing use basis. The investment
property is leased to third parties under an operating
lease, further summary details of which are included

in note 30(a) to the financial statements.

At 31 March 2012, the Group’s investment property
with a carrying value of HK$7,339,000 (2011:
HK$7,548,000) was pledged to secure general
banking facilities granted to the Group (note 24).
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31 March 2012 —E——Ff=A=+—H

Group
KEH
Club
membership
BRES
HK$'000
FHET
At 1 April 2010, 31 March 2011, W_E—FTFWA—H —T——F
1 April 2011 and 31 March 2012: =A=+—H -ZZE——%W™A—H
RZZT—Z—F=A=+—8:
Cost DN 8,300
Accumulated impairment 2R E (900)
Net carrying amount BREFE 7,400
Company
PN

2012 2011
—E——F —E——%F
HK$' 000 HK$’ 000
TER THET
Unlisted shares, at cost FELTARG - REKAE 229,588 229,588
Amounts due from subsidiaries JE WS BT B A RIFRIE 635,421 680,849
Amount due to a subsidiary RN (285,750) =
579,259 910,437

Balances with subsidiaries are unsecured, interest-
free and not expected to be settled within the next
twelve months from the end of the reporting period.

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

HftBARNEREHRSEEM 28
REMTERNBEMREFOARR =
&8 A R#EE -

TRAJNARRAFRHBAREEER S
TBFEINFEXREIABRARBEE
FENEZRANE  -EFRA - BHE
kB AR FHIERE < EREBNIT
< o

T2 -_FHFH REEBERAERXA
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Particulars of the principal subsidiaries are as follows:

Name

R

Fast Boom Holdings Limited
ARERERRF

Richmind International Limited

ERERBRAA]

Silver Base Investment
Development Limited

REREERERNLT

Silver Base International
Development Co. Limited

REBRERARAA

Place of
incorporation/
registration
and operations
FMEEL/
aRREEHE

British Virgin Islands/

Hong Kong

ERERRES/
&R

British Virgin Islands/

Hong Kong

EBREBRES/
&R

Hong Kong

BR

Hong Kong
'R

Silver Base Group Holdings Limited Annual Report 2012

Nominal value
of issued
ordinary share/
registered
paid-up capital
BRATEER/
gz
EXEE

US$1
£,

HK$1
17T

HK$2

2ETT

TEMBRAFBEAT :

Percentage

of equity
attributable

to the Company
Direct Indirect
ERFEL
REBDL

B M

= 100

Principal activities

FTERHK

Investment holding

REER

Investment holding

RERR

Trading of red wine
BE S

International distribution
of liquor and cigarette
products

BREHEEER



Particulars of the principal subsidiaries are as follows:

(continued)

Name

R

Silver Base Trading and
Development (Shenzhen)
Co. Limited (“SBTS") (i)

REZHER(FI)BRAR
(TREEZEECRIN D)

Silver Base Wine and Spirit Limited
REFBEERAA

Silver Base Wine & Spirit
(Shenzhen) Co. Ltd.(i)
REFE(RY) BB AR

Shenzhen Silver Base
Wine Kingdom Sales
Management Co. Ltd. (ii)
AYREBBHEBRAF (i)

Notes:

(i) Registered as wholly-foreign-owned enterprises under

the PRC law.

(i) Registered as private companies with limited liability

under the PRC law.

31 March 2012 —E——Ff=A=+—H

TEMBRARFEET : (&)

Nominal value Percentage
of issued of equity
Place of ordinary share/ attributable
incorporation/ registered to the Company
registration paid-up capital Direct Indirect
and operations BRITLER/ KRQFERS
TR/ gaEfaR REBRAL
SRS EXEE B A&
People’s Republic US$36,450,000 - 100
of China ("PRC")/  36,450,000% T
Mainland China
hE \RAAE
(TRE]) /B R
Hong Kong HK$10,000 - 100
Bk 10,000/ 7T
PRC/Mainland China HK$113,600,000 - 100
R/ R 113,600,000 7T
PRC/Mainland China ~ Renminbi (“RMB") = 100
e,/ HER 3,000,000
AR 3,000,000
Hiat -
(i)
(i)
—E -5 FK

REEBEBEZEREAR QA

Principal activities

IREH

Distribution of liquor
products in
the Mainland China
market

Rep B AT AR EER

Distribution of Dimple
Scotch Whisky
REREHFRRALE

Distribution of liquor
products in the
Mainland China market

ReBAHEEHEER

Distribution of liquor
products in the
Mainland China Market

RAEASTSEHEER

RiphBEOAREAMOIEEEDRE -

REPBEEREMOLAFTRAF -
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During the year ended 31 March 2012, the Group
formed 17 limited liability partnerships established
in the PRC (the “Partnerships”) with certain
of its employees (the “Employees”) via a trust
arrangement. On 1 November 2011, the Company,
SBTS 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
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
amongst Mr. Liang Guosheng and the Employees

are:

(1) Each of the Partnerships are 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 act as the

limited partners thereof;
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REBEZE-_E——F=A=+—HIHF
CAREEERERTHRAET RS
U@%EéDW$.WiWﬁﬁ@f
EFEREE(TAEREE]D - RZT——
$+*H*E’$Lﬂ~ﬁ%%%%ﬁ
ORYI) R RBEES 4 (R RA R BIHAT
EERFTERRREENMRE - WHE
EARRAIMAEAMBRARNES) IR E
RekdEmalZiEtmaE (TEEH
&) o  BEBETHE  REBTENUR
SEXFTANFHHFHESIKBED
2%HEURBREAIKEENMAR
MR MREBEERGERRBREAR
BB AR A KR R A ME —E 8 R
TEIRANFDITEMERE RERE -

Xat

B(EPERE) REBTEEZEREM
AIYMZ 17 EREE DR ([RKEE
ek ) M E BIRR A -

(1) BAKEENHELSRER
FTEH2%MZFREE1HI8%

2 REBEESETEKERNME
—EBRBITAEA - ZEEEBA
BEAKEENBREKA



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 have the sole and
absolute control over the management and

operation of the Partnerships; and

The residual assets and liabilities of each of
the Partnerships are entitled by the Employees
in proportion to their contributions in each
of the Partnerships, and is limited to the
amount of their investment contributions. The
remaining 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

and the Partnership Agreements, the Partnerships

are accounted for as subsidiaries of the Company

for accounting purposes. The Company’s directors

confirmed that based on the advice from the

Company’s PRC legal adviser, the Trust Agreement

and the Partnership Agreements are legally valid and

enforceable under PRC laws.

NS ERA RS
SEFEMME -

3

31 March 2012 —E——Ff=A=+—H

EREAKERNE—TAENRH
TTRIKA » BAIKEEHREREIA
MR ERRBRBEB L
26 MRBBEESEEEER
REA DRI — R EEZ
R

EEKEENRBREERBER
ZEREREANREANEEN
HEMZER  WARFHNRELE
BRR - SEREENHRTRIERE
ENBEHRBEBLTEES -

ZLAKEEBHHRL
B IR R AR B

‘?/s’

BRARMAAAR - KAREFER
REARFFBEZRZERZER 55

EENSSN SISV

BIEBBARA

R BUARAT -
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Merchandise Em
Packaging materials BEME
Trade receivables W E 53k IE
Impairment allowance YRR
Bills receivable e

The Group normally allows a credit period of not
more than 3 months to its customers except for
certain identified major customers where longer
credit terms may be granted upon approval by the
management. The credit terms of bills receivable
are generally 2 to 6 months. The Group seeks
to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly
by senior management. Over 74% (2011: 54%) of
the trade and bills receivables balance represented
receivables from five customers. The Group does not
hold any collateral or other credit enhancement over
its trade and bills receivables balances. Trade and
bills receivables are non-interest-bearing.
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Group
rEE
2012 2011
—®F-=F —F——F
HKS$' 000 HK$' 000
FET FET
632,617 459,801
20,652 20,465
653,269 480,266
Group
*EE
2012 2011
—E—_F —F——
HK$' 000 HK$' 000
FET FHET
1,480,280 470,349
(35,032) -
1,445,248 470,349
93,620 240,667
1,538,868 711,016
AEBE—RAZFPRERHAZHR =AY

(N f&i<<<%1§%tt/ﬁf§ ETE®
FINEIEEPAERBRENEED - &
WEBZEEH-—RR_EXEH - X
SE BN REE N EWFKAERFRST R
mizEd o SRERESEREREHE
# o BB SFARBERES BB
74% (ZZ——1%F : 54%) WA ER R EUR
hBEFPHMFHE - AEEHERKE S
IR N U RAR A8 e 30 R+ B (] 548
mHEMEERERE - BWE SR
REKRBEIEHE



An aged analysis of the trade and bills receivables at
the end of the reporting period, based on the invoice
date and net of provision, is as follows:

Within 2 months

2 to 6 months

6 months to 1 year
Over 1 year

REREDERR
—Z=XMEA

—FAE

Included in the above trade and bills receivables as at
31 March 2012, amounts totalling HK$13,571,000
(2011: Nil) were discounted to a bank in exchange
for cash and included as “Bank advance for
discounted bills” on the face of the consolidated
statement of financial position.

The movements in impairment allowance of trade
receivables are as follows:

NEAE—F
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RS IR A B W E 5 3ROE KB R R
REZHHRABREEHENRE S TH
T
Group
rEE
2012 2011
—E-CF —EF——F
HK$’000 HK$' 000
THERT THET
1,020,387 655,497
26,196 32,692
448,403 22,786
43,882 41
1,538,868 711,016
IR ZBE-—Z—ZF=ZA= +—EZ

ﬁﬁuﬂzt‘éi%mﬁ&ﬂ%uﬁz =R A K
13,571,000 L (ZE——F : &) BE M
IRITARIR AR EIR S - jﬁEAMﬁEM‘%Hﬁ
MERFFIARITEN IR R & 3K

FEWE SRR ERBESWT

Group
rEH
2012 2011
—E--F —E——F
HK$’'000 HK$' 000
FET FAET
At 1 April REA—H - =
Impairment allowance recognised B RRE R (ME7)
(note 7) 35,032 -
As 31 March 2012 R-_E——F=A=+—H 35,032 -

Included in the above impairment allowance of
trade receivables is a provision for impaired trade
receivables in aggregate of HK$35,032,000 (2011:
Nil) with a carrying amount before provision in
aggregate of HK$66,601,000 (2011: Nil). The
impairment allowance was recognised based on the
Group’s historical experience and aged analysis.

YR E SRBORERET - 21
TR ERKE ZRE (ERIERENE
@mw¢%6w1mm%nn_z——
& 4|)) B A 35,032,000 T (=
T——FENEE - REBREBEER
BAEENLERRRERD -

—HEFH REEEBEZERARA2 A
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The aged analysis of the trade and bills receivables
that are not individually nor collectively considered to
be impaired is as follows:

Neither past due nor impaired RiBE R AR RE
Less than 2 months past due 2B HE A R E A
Over 2 months past due £ 38 HA A 38 R (& A

Receivables that were neither past due nor impaired
relate to a number of customers for whom there was

no recent history of default.

Receivables that were past due but not impaired
relate to a number of independent customers that
have a good track record with the Group. Based on
past experience, the directors of the Company are
of the opinion that no provision for impairment is
necessary in respect of these balances as there has
not been a significant change in credit quality and

the balances are still considered fully recoverable.
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YTARBEERHERRENEYE S
RANEREENREDTAOT

Group

rEE
2012 2011
—E-CfF —T——F
HK$' 000 HK$'000
THERT FET
1,493,549 710,139
42,677 644
2,642 233
1,538,868 711,016

AREER R AR BB B FE YR TR B — L T
HIERCENKRETFPER -

B 38 B 30 AR OR (B 7O UORIR B — L
AEEBAERFEBCENBIEFA
- REBENER  ARREFRR
BAABERIELBERE  ARY
BEEXEEEARZHPURMNMARA/AT R
2 [ % F A B4 o



Deposits paid to suppliers R EE M 2R
Prepayments IR
Other deposits and receivables — EAfiiR4 & U 18

Portion classified as DEAIENERE
non-current deposits 50
Current Portion BIERER {7

None of the above assets is either past due or
impaired. The financial assets included in the above
balances relate to receivables for which there was no
recent history of default.

Included in the Group’s “Other deposits and
receivables” are rental deposits of HK$1,596,000
(2011: HK$1,438,000), placed with Silver Base
(Holdings) Limited, a company controlled by Mr.
Liang, an executive director and a substantial
shareholder of the Company (note 32(d)). The
balances are unsecured, interest-free and are
repayable at the end of the lease terms.

Cash and bank balances He RIRITH

Less: Pledged deposits for B BEERTTRVE M
banking facilities 2T

Cash and cash equivalents BekBReEEY
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Group

A%E
2012 2011

—E-—-F —_T——% =

HK$’ 000 HK$' 000
THERT FHET
477,211 396,635
5,547 6,723
85,372 39,428
568,130 442,786
(2,328) (2,772)
565,802 440,014

A EEEMEBPIORE o A L EERAT
BIEE & B E B BT B A R AR Bk

FEWRIHB R -

AEBZ [HMRE K& EKR
FRREE (KRB BR2F (—KAX
"ﬂ%ﬂﬁ%%%%%ﬂﬁ% R 5T P2 HY

——i-
ey

7 en=]

Company
N

2012 2011
B--f —T——F
HK$'000 HK$'000
THT THET
35 =
10 55
45 55
45 55

A WA &1L £1,596,0008 70 (=&

PR JeE A B R

—“HEFH REE

o

1,438,000 7T) (KT5E32(d)) °
AN - BB R AREL

Group Company
r5HE ARF

2012 2011 2012 2011
—R-=F —F—F Z®-=fF _F—F%
HK$'000 HK$'000  HKS$'000 HK$’ 000
TER FHET THERT FET
161,945 339,282 669 54,231
(52,161) = - =
109,784 339,282 669 54,231

BRAERLQH

R B
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At the end of the reporting period, the cash and
bank balances of the Group denominated in RMB
amounted to approximately HK$149,789,000
(2011: approximately HK$75,073,000). RMB is not
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 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
on daily bank deposit rates. The bank balances and
pledged deposits are deposited with creditworthy
banks with no recent history of default.

An aged analysis of the trade and bills payables as at
the end of the reporting period, based on the invoice

date, is as follows:

Within 1 month —@AR
1 month to 3 months —Z2=@A
Over 3 months =@AMN L

The trade and bills payables are non-interest-bearing

and are normally settled on 90-day terms.
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RBEER  NEBEUARBSEHE
& MERTT 4582 5149,789,0008 T (= F
——% : 4975,073,000/87C) - ARMT
AEBAALBAEMEE - AW - RIEFR
BERONET RGO R(EE - S ER
NEBERE) AXERESBER
HERITIE AR KR BINE LUEFTINE
E

RARSESARTRENRNTAL
EPEFE - TSR EERERE
R 483 03 030 B TS A M0 2R
7 o

RI|BERRIREZRHNENE SR
RENZEEORESTAOT

Group

rEHE
2012 2011
—2-=F —T——F
HK$' 000 HK$'000
FERT THETT
174,187 513
123 =
4,710 15
179,020 528

ENESHERENERASE R —®
LAQOR BRR&E -



Deposits from customers
Value-added tax payables

Other payables
Accruals

Other payables are non-interest-bearing and have an

AEPKBNEZESE
FEfT I AR

Hi R 50E

BEtRIE

average term of three months.

Group
A58

Current

L

Trust receipt loans
- secured

ERMEER

—BHEM

Bank loan - unsecured
ROBH-EHA

Contractual
interest rate
BHF %
(%)

The higher of

bank best lending
rate minus 1%

and bank prevailing
funding cost
BORER
EEMEHE1%
RBATH
RTEERA
(ABFERE)

1.54%

2012
—E-CF

Maturity
A

2012

2013
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Group

r&HE
2012 2011
B —T——%
HK$’ 000 HK$' 000
TER FET
80,585 47,793
221,830 98,184
29,490 3,386
13,930 9,937
345,835 159,300

HENRAEASRERFH R =@

Ao

Contractual
interest rate
HK$’ 000 BHFE
TER (%)

The higher of

bank best lending

rate minus 1%

and bank prevailing

funding cost

RITRER

EEMEH1%

RARITH

BITEEKR

89,482 NB=ERE)

61,685 =

151,167

—E-_FFRK

Company
N

2012 2011
B —_T——F
HK$'000 HK$'000
THT THET
150 6
150 6

2011
—2——F

Maturity
HHA

2011

HK$" 000
TAT

62,899

62,899

REEBEBEZEREAR QA
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Notes:

As at 31 March 2012, the Group’s banking facilities
were secured by the Group’s investment property
with a carrying value of HK$7,339,000 (2011:
HK$7,548,000) (note 15), and were supported by
corporate guarantees executed by the Company and
certain subsidiaries of the Company.

The Group’s trust receipt loans denominated in
United States dollars were interest-free within a credit
period of 60 to 90 days and bore interest at the rate
of the higher of the bank’s Foreign Currency Best
Lending Rate minus 1% per annum and the bank’s
prevailing funding cost (2011: the higher of the
bank’s Foreign Currency Best Lending Rate minus 1%
per annum and the bank’s prevailing funding cost)
after the credit period. During the year ended 31
March 2011, all trust receipt loans were fully settled
within the credit period.

The Group’s bank loan denominated in RMB was
unsecured, bore interest at a rate of 7.54% per
annum and was repayable on 1 March 2013. As at 31
March 2012, the Group's bank loan was supported
by a corporate guarantee executed by the Company.

The movements in deferred tax liabilities during the
year are as follows:

Bat

BEIEFRIBEEER

R—ZE—=—F=A _Jr*EI &
lﬁﬁmﬁﬁﬁ AL BEKRME
(=1 7,%7,339,000/’%75 (ZZ2——%F:
7,548,000 7T) (FisE15) MIEE W%
ERBUARER A RARAE THE
RNAFFBESLN AR ERIESLHE -

AEBUETIENERRIBEERR

60ENAMEEHNARREE REE
HRARBRTHNIIMNERERERENX

1% 2 FHERRIRITHIRITESZ KA
(ANBREERE)(ZT——F : IMNERK
BEEER R %2 FHERIRITH
BOITEERA ARSERE)) TS -
REBE-_ZT——F=—A=1+—HLF
B hAEGERREBEEROREESRA

REBMUAREFENRITERA
I IRFR KT 54%F B A KRB
R-ZT—=ZF=ZA—BEE -R_-FT
——FZA=+—H  AEENIRTT
BERAAARMEYLHRAERES
o

FRZEBMT -

Depreciation allowance
in excess of related
depreciation
MERGEBBMERITE
HK$'000

FHET

At 1 April 2010

Deferred tax charged to the income
statement during the year (note 10)

At 31 March 2011 and 1 April 2011

Deferred tax credited to the income
statement during the year (note 10)

At 31 March 2012
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RZFE—ZTFTOHA—H

FARREZR R 2 ELHIA
(Bt3£10)

R-E——F=A=1+—H
r=—E——FmA—H
FRRBRIRFTAZELERIA
(BF3E10)

R-E——F=F=+—H

250

209

459

(178)

281



The Group has estimated tax losses arising in Hong
Kong of HK$6,771,000 (2011: HK$4,716,000)
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$11,021,000
(2011: HK$17,743,000) that will expire in one to five
years for offsetting against future taxable profit of
the companies in which the losses arose. Deferred
tax assets have not been recognised in respect of
these losses as they have arisen in 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.

31 March 2012 —E——Ff=A=+—H

AEBEEBREL AT EERE
6,771,000 7t (ZZF ——4 : 4,716,000
B AERRBRAEEEELEEFE LA
Bl RRERBFE - REEIREEF
B R B 2 A 7 st A T B 18 11,021,000
BT (ZT——4%F : 17,743,000 L) #%
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At 31 March 2012, no deferred tax has been
recognised for withholding taxes that would be
payable on the unremitted earnings that are subject
to withholding taxes of the Group’s subsidiaries
established in Mainland China. In the opinion of the
directors, it is not probable that these subsidiaries
will distribute such earnings in the foreseeable
future after their assessment based on the factors
which included the dividend policy and the level
of capital and working capital required for the
Group’s operation. The aggregate amount of
temporary differences associated with investments in
subsidiaries in Mainland China totalled approximately
HK$647,673,000 (2011: HK$463,596,000) at 31
March 2012, for which the related deferred tax
liabilities of approximately HK$64,767,000 (2011:
HK$46,360,000) have not been recognised.

There are no income tax consequences attaching
to the payment of dividends by the Company to its

shareholders.

Authorised: JETE
100,000,000,000 100,000,000,000/%
(2011: 100,000,000,000)

ordinary shares of HK$0.1 each FREB BTN L BR
Issued and fully paid: BEIRAR
1,190,000,000 1,190,000,000/%

(2011:1,190,000,000)
ordinary shares of HK$0.1 each

Silver Base Group Holdings Limited Annual Report 2012

TT'T

T——F=A=1+—H0 TEHRAK
SEA R E R 2 KB A BB
MEMBR 2 RELRBR 2 ERBEIB
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SKFERRMETTHE  RALM
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ERARTBEAMMBARZIREZE
Rt ZRBTES HAR647,673,000%
T (ZZ ——4F : 463,596,000/ 7T)
E H 4964,767,0008 T (=T — —4F -
46,360,000/ 7T) B HE IR IE T 18 B &
KRR ©

AR MERRIKERS - &M AE
BRI ER -

(ZF——"4%:100,000,000,000%)

(ZZ——%:1,190,000,000/%)
SREE0 1B T L ER

2012 2011
—E-C—& —E——F
HK$’ 000 HK$' 000
TER T
10,000,000 10,000,000
119,000 119,000



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.

(i)

(ii)

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.

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.
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4 58 [ 75 OF S TR 3 O S 0 G 1
SERERDIERBRNA HES
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(ii)
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Retained

Capital profits/

Share redemption (accumulated
premium Capital reserve losses)
account reserve Ex  REAE/ Total

RftaBk  EAGE  HERG (RAER) nE
Note HKS'000  HKS'000  HK$'000  HKS'000  HK$'000
if3 TR TR TAL AL TAL

At 1 April 2010 RZZ-T4MA-A 837,638 229,208 1,000 801 1,068,647
Profit for the year and ERFIRRENZE

total comprehensive LNt

income for the year - - - 198,330 198,330
Final 2010 dividend “E-TERAKRE 12 (220,150) - - - (220150)
Interim 2011 dividend “2—FhHRE 12 - - - 011100 (201,110)
At31March2011and  RZB-—F=A=t-H

at 1 April 2011 FZE-——4£mA-H 617,488 229,208 1,000 (1,979 845,717
Loss for the year and FREERENZE

total comprehensive EEE

expense for the year - - - (5,284) (5,284)
Final 2011 dividend “E—ERERE 12 (379,610) - - - (379610)
At 31 March 2012 RZE-ZF=A=1-H 237,818 229,208 1,000 (7,263) 460,823

The Company’s capital reserve represents KANFHMEREEGEEBEEBRE
AR EE R B A B BREFE B
HFTRERA R B B BITIRD EE

HE D -

the excess of the net book values of the
subsidiaries acquired pursuant to the group
reorganisation over the nominal value of the

Company’s shares issued in exchange therefor.
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At the end of the reporting period, there was a
contingent liability not provided for in the financial
statements of the Company in respect of guarantees
given to banks in connection with facilities granted
to certain subsidiaries of the Company in aggregate
of HK508,740,000 (2011: HK$262,000,000). As
at 31 March 2012, the banking facility in respect
of bills and loans granted to certain subsidiaries
subject to the guarantee given to the bank by the
Company was utilised to the extent of approximately
HK$288,321,000 (2011: approximately
HK$62,899,000).

Details of the Group’s assets pledged for securing
bank borrowings and banking facilities during the
year are included in notes 15 and 24 to the financial

statements.

The Group leases its investment property
(note 15 to the financial statements) under
an operating lease arrangement, with a lease
negotiated for a term of one year. The terms
of the lease generally also require the tenant to

pay security deposits.

As at 31 March 2012, the Group had total
future minimum lease receivables under the
non-cancellable operating lease with its tenant
falling due within one year of HK$2,000 (2011:
HK$2,000).

The Group leases certain of its office premises
and warehouses under operating lease
arrangements. Leases for properties are
negotiated for terms ranging from nine months

to five years.

31 March 2012 —E——Ff=A=+—H

REBEHR BB ERAQ AT B
WERPEBEIHABE  HEARARF
AT B A E &R A 508,740,000/
JT (ZZF ——1%F : 262,000,000/ 7T) Z
BEMARITREER - RZE—=F
=A=+—8  REARRFRZRITE
HIERBRHMAZERERRX TS
FIHBRRZIBITRES IBAZE
X8#4) /288,321,000 L (ZE——F :
#4762,899,0005 7T ) °

NEBRAFERIESRITEE RIEIT
BMEFIKFEENFBHN AT B RE
M5T158%24 °

AEEREEEHAELHEAEH
BREME MBHmRERMEIS) - &
EErEEHRA—F - HEHR
—RIMBFRAEAINERZS -

RZE——F=A=+—8 ' &%
BRI A E AT AFTEI LT Al 5
HEEHER —FRE AR EK
B R 2R B (K HH & SR IE 8 55 452,000
Bt (ZE——F :2,00087T) °

AEEREEEHELHHAES
THMRESMERE - EAMEZ
HERNFNEAZERFZEH
HEITHER o

T-_HFH REEEFEREBAR2F
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At 31 March 2012, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

Within one year —F RN
In the second to fifth years, EFEFRF
inclusive (BEEEMSF)

The Company had no significant operating
lease commitments at the end of the reporting
period (2011: Nil).

In addition to the operating lease commitments
detailed in note 30(b) above, the Group had the
following inventory purchase commitments at the
end of the reporting period:

Within one year —F RN

In the second to fifth years, inclusive FE_FEERE
(BREEEMF)

Over five years AFEUNE

The Company had no significant commitments at the
end of the reporting period (2011: Nil).
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R-ZTE——F=A=+—H K&
ERETA L ERENRH
BN RRSEREREESE

BEEIBAT -

Group

REM
2012 2011
—F--F —FT——F
HK$’000 HK$’ 000
THER THET
34,875 31,691
29,861 23,558
64,736 55,249

ARARBEMRALBEBENEE
HEAE(ZT——F: 8) -

BRI SCHY FE30(0) T sl ) 2 18 1 & A
Sh ARBERBERRBEUNTBEFE
HYE

Group

KEE
2012 2011
—2-=fF —T——F
HK$' 000 HK$' 000
THET FHT
6,136,166 1,652,908
25,023,363 8,419,812
10,974,708 5,766,036

42,134,237 15,838,756

ARAREEBREEEAKRE (T
——&F ) o



In addition to the transactions detailed

elsewhere in these financial statements, the

Group had the following material transactions

with related parties during the year:

31 March 2012 —E——Ff=A=+—H

B 7 Bt 755 i 2R EL At BE 0 B R A Y

RN NEBRAFE R

BETATEARS :

Mr. Liang: R
Rental expenses HEEZER

Silver Base (Holdings) Limited: $RE (%£E) AR A :
Rental expenses HEZER

A related company: — B REEE A A
Sales of inventories HEFE

Notes:

(i)

The Group entered into three (2011: two)
tenancy agreements with Mr. Liang for the
rental of several office premises at fixed
monthly amounts of RMB94,000 (2011:
Nil), RMB57,300 (2011: RMB57,300) and
RMB19,000 (2011: RMB19,000), respectively,
based on mutually agreed terms. In the opinion
of the directors of the Company, the rental
expenses were determined by reference to
the prevailing market rental of comparable
premises. The transactions constitute
continuing connected transactions under the
Listing Rules.

Notes
Hiat
(i)
(ii)
(iii)
AtiE
(i)
T - FF W

Group

EN -
2012 2011
—B--F —F—F
HK$'000 HK$’ 000
TER FET
2,474 1,064
9,577 8,628
- 96

AEBEREETI=H(=ZF
——F W) EEHZE AD
EHRBRBEHEERENKRES
REE&E» R A ARK4,000
T(ZE——F: &) - AR
57,3000 (= ——F : AR®
57,3007T) & A R #19,0007T
(ZZ——% : AR%19,0007T)
HEHEPAEYE - XAAIE
ERE - HERIZH2ETLER
MENENTISHEHEMERE ° B
BEMRA . AR SERSE
FERS o

REEBEBEZEREAR QA
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31 March 2012 —E——%f=A=+—H

(a) (continued)

Notes: (continued)

(i)

(iii)

The rental expenses of an office premise and a
staff quarter for the year ended 31 March 2012
were charged by Silver Base (Holdings) Limited,
a company controlled by Mr. Liang, based
on mutually agreed terms at fixed monthly
amounts of HK$265,000 (2011: HK$239,000)
and HK$533,000 (2011: HK$480,000),
respectively. In the opinion of the directors, the
rental expenses were determined by reference
to the prevailing market rental of comparable
premises. The transactions constitute
continuing connected transactions under the
Listing Rules.

The sales for the year ended 31 March 2011
were made based on mutually agreed terms
between the Group and the related company
beneficially owned by Mr. Joseph Marian
Laurence Ozorio, an executive director of the
Company, in relation to red wine products.

Pursuant to the Trust Agreement, Mr. Liang

Guosheng, a key management personnel of the

Group, director of certain PRC subsidiaries of
the Group and brother of Mr. Liang, held 2%

equity interest of each of the Partnerships on
behalf of SBTS as at 31 March 2012, further

details of which are set out in note 17.
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EEEFINAR)REBERERE
MER EEBAETELES 5
265,000 T (ZF ——F ¢
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As disclosed in note 32(a), the Group has rental
commitments with Mr. Liang and Silver Base
(Holdings) Limited of HK$2,521,000 (2011:
HK$4,852,000) and HK$9,577,000 (2011:
HK$19,154,000), respectively, under non-
cancellable operating leases falling due within

one year.

Details of the Group’s rental deposits placed
with Silver Base (Holdings) Limited as at the end
of the reporting period are disclosed in note 20

to the financial statements.

Salaries, allowances and
benefits in kind

Pension scheme contributions

The balance includes compensation of Ms. Luo
Li, the spouse of Mr. Liang, of HK$3,002,000
(2011: HK$3,002,000). Further details of
directors’ emoluments are included in note 8 to

the financial statements.

e RMREYN S

BRAE AT &K

— = —
—_ = -

31 March 2012 —E——Ff=A=+—H

MM EE32()FT R BB - NEE R
BR—FERINANAAEHEEE
MEmMRERZEERERE (£F)
BRAGE S HIE2,521,000/ 7T
— T — —4F 4,852,000/ 7T)
9,577,000 T (Z T —— % :
19,154,000/ 7T ) ) 10 & 4 -

AEBRBRERREFREE (&£
E)ERATNEERENFEH
R SRR 7E20 ©

2012 2011
=F-=F =%
HKS$’ 000 HK$’ 000
TR FTAT
58,443 55,281
462 334
58,905 55,615

BB ERM T (BARL
A #) BL48) 7Y % Bi3,002,0007% JT
—ZT——4 :3,002,000/7T) °
EEMemniE— P BRARME
R ES

FER REEBERERLQF

171



172

31 March 2012 —E——%f=A=+—H

At the end of the reporting period, the carrying
amounts of the Group’s and the Company’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 following methods and assumptions were

used to estimate the fair values:

The fair values of trade receivables, bills receivable,
current portion of deposits and other receivables,
balances with subsidiaries, cash and cash equivalents,
pledged deposits, trade payables, bills payable,
deposits received, other payables and accruals, and
interest-bearing bank borrowings approximate to
their carrying amounts largely due to the short term

maturities of these instruments.

The fair value of the non-current portion of deposits
has been calculated by discounting the expected
future cash flows using rates currently available
for instruments on similar terms, credit risk and

remaining maturities.
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The carrying amounts of each of the categories of

financial instruments as at the end of the reporting

period are as follows:

Group
rEE

Trade receivables

Bills receivable

Financial assets included in
prepayments, deposits and
other receivables

Pledged deposits

Cash and cash equivalents

Trade payables

Bills payable

Financial liabilities included in deposits
received, other payables and accruals

Bank advance for discounted bills

Interest-bearing bank borrowings

31 March 2012 —E——Ff=A=+—H

FERP SR TARRSHROKREELD

T
Loans and receivables
EXREKRRIE
2012 2011
—F——f —E——%
HKS$’ 000 HK$’ 000
FHExT FHET
FEWE 558 1,445,248 470,349
e 93,620 240,667
FFATERRIE - R
K E b FE MR IE Y
EEEE 85,372 39,428
[REAEEEEE 52,161 =
RekReEFEEY 109,784 339,282
1,786,185 1,089,726
Financial liabilities at
amortised cost
RBERTIENESRES
2012 2011
—g5-=-F —FT——F
HKS$’ 000 HK$’ 000
FHET FHET
FET B 558 4,855 528
AN 174,165 =
AR KET S - Hitv R
HRERETEED
AR 43,420 13,323
RITAN IR RIB B 13,571 =
FTERITEER 151,167 62,899
387,178 76,750

—HEFH REEEBEZERARA2 A
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The carrying amounts of each of the categories of EHNem I AN REHRNEEMBEN
financial instruments as at the end of the reporting (&)

period are as follows: (continued)

Company
PN
Loans and receivables
ERREWRRIE
2012 2011
—2--F —T——F
HK$’ 000 HK$’000
FTER FHET
Due from subsidiaries A ENEIE @] 635,421 680,849
Prepayments, deposits and FENFIE - &Ze
other receivables Ko E At & U R IE 45 55
Cash and cash equivalents HeMBEEED 669 54,231
636,135 735,135
Financial liabilities at
amortised cost
REBHEBAIENERMEE
2012 2011
—2--F —E——%F
HK$’ 000 HK$' 000
FTERT FHET
Accruals et B & 150 6
Due to a subsidiary FET B B A R IR 285,750 =
285,900 6
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The Group's principal financial instruments comprise
interest-bearing bank borrowings, 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 trade receivables, bills
receivable, deposits and other receivables, trade
payables, bills payable, other payables and accruals,

which arise directly from its operations.

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.

The Group’s exposure to the risk of changes in
market interest rates relates 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 to

these financial statements.

A reasonably possible change of 50 basis points in
interest rates would have no material impact on the
Group’s income statement during the year and there
would be no material impact on the Group’s equity

(excluding retained profits).
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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 purchases 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.

A reasonably possible appreciation of 5% (2011:
5%) of the exchange rate of the Hong Kong dollar
against RMB would have no significant effect on
profit before tax of the Group (2011: decrease profit
before tax of the Group by HK$350,000) and there

would be no material impact on the Group's equity.

Credit risk arises mainly from the risk of
counterparties defaulting on the terms of their
agreements. The carrying amounts of cash and cash
equivalents, pledged deposits, trade receivables,
bills receivable, and deposits and other receivables
represent the Group’s maximum exposure to credit

risk in relation to financial assets.

The Company is also exposed to credit risk through
the granting of a financial guarantee, further details
of which are disclosed in note 28 to the financial

statements.

Silver Base Group Holdings Limited Annual Report 2012

AEBEREAERZUEERKRR - ZER
fREEEEMUREEEE NI
ERMETNHENEER - BEXRK
mE  MBEEERXRZYNETTRETE
R ABOPEEBHNEERS
BUANREEE - Bt - AEBALE
MR ZEEERRLFEK - NEEL
BEETEMERRIURDREBEE
77 T P TED S B9 SN ES RLRR

BT ARBHEZRAEHE% (=
T——F :5%)NEEAE " EREAN
SENRRAMMNBLTEEAZE (ZF
——F : LI AEE R A N ER D
350,000 7T) - ETEHAEENER
BERXE -

EERREERYE T ER DR EROR
ol -RERRLEFEY EERF
R RWEZHIA  BREE - AKE]
& REMBRRNREEEA R Y
REBEEMAENTREERR -

ARBTARRRMBERIAZEE
R - - PH BRI REK M E283

=



The Group monitors the exposure to credit risk on an
ongoing basis, and credit evaluations are performed
on customers requiring credit over a certain amount.
In addition, receivable balances are monitored on
an ongoing basis with the result that the Group’s
exposure to bad debts is not significant. The credit
risk on balances of cash and bank balances is low as
those balances are placed with reputable financial

institutions.

At the end of the reporting period, the Group
had certain concentration of credit risk as over
74% (2011: 54%) of the Group’s trade and
bills receivables were due from the Group’s 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 19 to the financial

statements.

The Group’s objective is to maintain a balance
between continuity of funding and flexibility through
the use of interest-bearing bank borrowings 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.
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The maturity profile of the Group’s and the REBRARGIZENRMBENRERE
Company’s financial liabilities as at the end of the AENERAERNREARN I EER
reporting period, based on contractual undiscounted UM

payments, is as follows:

Group
rEH
2012 2011
—®——fF —F——F
Less than Less than
1 year 1 year
—FR —FR
HK$’' 000 HK$’ 000
FERT FHETT
Trade payables FETE 5 5KIR 4,855 528
Bills payable EREE 174,165 =
Financial liabilities included in STABWETS - Hth
deposits received, other payables FEAT SRIE K FE AT
and accruals BENEREE 43,420 13,323
Bank advance for discounted bills MITHBRERBEBK 13,571 -
Interest-bearing bank borrowings FFERITEE 155,562 62,899
391,573 76,750
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The maturity profile of the Group’s and the

Company’s financial liabilities as at the end of the

31 March 2012 —E——Ff=A=+—H

AEBEARRAHEANRBBENKEER

K
TENERMAERREHARNEHER

reporting period, based on contractual undiscounted R (4&)
payments, is as follows: (continued)
Company
KAFE
2012 2011
—E——fF —E——%F
Less than Less than
1 year 1 year
—FR —F R
HK$’ 000 HK$' 000
FExT FHET
Accruals EEtBE 150 6
Due to a subsidiary FESH B B A R FUE 285,750 =
Guarantees given to banks in connection FLHIEB A RIERFE
with facilities granted to subsidiaries A R 1T IR B (R 288,321 62,899
574,221 62,905

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.

AEENEAEENEERR  ZRE
AEBERFELENENERFRENE
AREER > UXEAEXRBRERREER
NG ©

T-_HFH REEEFEREBAR2F

179



180
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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 of the
Group’s capital management policy for managing
capital during the years ended 31 March 2012 and
31 March 2011.

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
borrowings, trade payables, bills payable and
deposits received, other payables and accruals less
cash and cash equivalents. Total capital represents
equity attributable to ordinary equity holders of the

Company.

The financial statements were approved and
authorised for issue by the board of directors on
26 June 2012.
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