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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of Silver Base Group Holdings Limited (the
"Company”), together with its subsidiaries, collectively, (the
“Group”), | hereby present the unaudited interim report of the
Company for the six months ended 30 September 2016.

During the period under review, the Chinese baijiu market
continued its growth trend from last year, with volume
and price both surged which was very rare in recent years.
Meanwhile, the domestic consumption demand is steadily
improving and the industry has entered into a healthy and
rational development stage.

Over the years, the baijiu industry adopted the hierarchical
distribution model for sending products to retail stores. This
model was rational in the past few decades, baijiu distributors
and manufacturers work together in symbiosis and established a
cooperative relationship which boosted the vast development of
baijiu industry. This relationship will continue at the internet era,
as it conforms to the principles and trends of dedicated division
of labor upon social progress. However, the Group is well aware
of the problems associated with the disintermediation and
decentralisation brought by the internet. It is also clear to the
Group that the drawbacks of the baijiu industry as compared
with e-commerce, in terms of its excessive circulation, low
efficiency and price increases in each layer of the distribution
network. The Group believes that the marketing system of the
baijiu industry must adapt to the new marketing mode of the
internet era. Baijiu industry has to take the initiative to explore
internet-based marketing systems for a change.
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In view of these developments, during the period under
review, the Group has made great efforts on building up a
“Wine Kingdom. Cloud Partnership” platform (“Wine Kingdom
Platform”), which has revolutionised the Group’s distribution
model over the years. In the new model, the Group eliminates
all wholesalers from the industry chain who are not connected
with retail stores. Taking ‘city’ as a unit, all existing liquors
and tobacco speciality stores, restaurants and other baijiu
retailers will register on the Wine Kingdom Platform and
become the Group’s members. Members can place orders and
make payments, and after completing the Group’s required
purchasing procedures, the Group will, through the Wine
Kingdom Platform, direct responsible city partners to deliver
the purchased products to the members’ liquors and tobacco
speciality stores and restaurants. There will be one or more city
partners within each city depending on the number of liquors
and tobacco speciality stores and restaurants in that area. The
Group will pay commissions to City Partners according to the
quantity of products delivered whereas city partners will be
responsible for warehousing and logistics services as well as the
associated costs.

As a result of this revolutionary change, the Group achieved
the objective of supplying the terminal retail stores with "First
Tier Wholesale Price” and effectively streamlining the entire
supply chain. The Group believes that such model has optimised
the benefits to consumers by reducing the retail price of baijiu

products.

In this model, the Group will open up the “Wine Kingdom.
Cloud Platform” partnership platform to the upstream
producers to introduce more products to the Wine Kingdom
Platform through consignment sales. The goal is to make “Wine
Kingdom” the largest baijiu products B2B platform in China
and to generate maximum profits for the Group’s shareholders.
As at 30 September 2016, the Group launched Wine Kingdom
Platform in 86 cities, with a total of 53,000 liquors and tobacco

speciality stores registered as members.
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The core business of the Group is the distribution of baijiu
products in China with thousands of years of cultural heritage.
It is also praised for the culture, the quest of life values and
living style as well as the ever-lasting savors and emotional
bonding. The success of the Group is based on our adherence
to the brand quality and our focus on the consumers’ pursuit
of taste. Over the years, we are committed to quality and
reliable brand, perfect service and diversified and innovative
sales platform to promote our business. During the period under
review, by leveraging our enthusiasm towards the industry,
proactive market planning capability, the Group has successfully
leaps out of the original liquor sales framework and opens up
new opportunities through the innovative cloud sales model
and channels, uses B2B platform to meet with the industry
“Internet +” transition era and takes the initiative to change.
| hope that the Chinese baijiu industry, through continuous
reforms and adjustments, will achieve all-round transformation
for long-term sustainability and healthy development, for
creating greater value for the Group, the customers and the

community.

On behalf of the Board, | would like to express my heartfelt
gratitude to the Directors, management team and all the
employees for their efforts and hard work for the Group’s
business development. | would like to, on behalf of the Board,
express my sincere thank you to the shareholders, business

partners and customers for their long-standing support.

Liang Guoxing
Chairman

28 November 2016
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MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

Overview

For the six months ended 30 September 2016 (the “Period
under Review"), the Group recorded a total revenue of
approximately HK$392.5 million (corresponding period in 2015:
HK$611.0 million), representing a decrease of 35.8%. Excluding
the provision for inventories, during the Period under Review,
the Group’s gross profit was approximately HK$75.8 million
(corresponding period in 2015: HK$108.9 million). The gross
profit margin before provision for inventories was approximately
19.3% (corresponding period in 2015: 17.8%), while the loss
attributable to the ordinary equity holders of the Company
was approximately HK$130.6 million (corresponding period in
2015: profit of HK$75.8 million). Basic loss per ordinary share
was approximately HK5.75 cents (corresponding period in 2015
(restated): basic earnings per ordinary share of HK3.61 cents).

During the Period under Review, the revenues generated from
the PRC market and the international market accounted for
71.6% (corresponding period in 2015: 30.0%) and 28.4%
(corresponding period in 2015: 70.0%) of the Group’s total
revenue respectively. There was a drop of revenue from
international market by 74.0% to HK$111.3 million which
was mainly due to the delayed shipment from suppliers.
Nonetheless, the revenue derived from the PRC market for
the Period under Review recorded an increase of 53.2% to
HK$281.2 million.
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Baijiu Business

During the Period under Review, China’s baijiu industry has
been experiencing a stable growth with a surge in both sales
volume and price, a phenomena that's rarely seen in recent
years. And in which the competitive advantages of high-end and
well-known baijiu brands such as Moutai and Wuliangye have
been expanding at the expense of other brands in the baijiu
industry and squeezed out the market share of second-tier and
third-tier brands. For well-known baijiu brands such as Moutai
and Wuliangye, both the circulation price and retail price have
become market-driven, i.e., the prices jump before the peak
season and resume to normal after peak holidays. The natural
mechanism of price adjustment is favorable for distributors in
anticipating market demand and managing their inventories.
Due to the precise market positioning of the baijiu market in
China, Moutai, Wuliangye and other well-known baijiu brands
which targeting mass consumption have formed each of their
own stable customer groups. In the future, the aggregation
effect towards low-end and high-end well-known baijiu brands
will become increasingly evident, therefore the market share
of baijiu will be concentrating towards these brands, creating
a strong getting stronger situation, while the concentration of
Chinese baijiu manufacturers will also be significantly increased.

Significant Transformation of Baijiu Distribution
Model

During the Period under Review, the management of the Group
has made substantial changes in the baijiu sales model which

was being used since listing.
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Since 29 May 2016, the management of the Group initiated a
mission of recruiting baijiu retail operators from all cities within
China as members of the Group’s B2B sales platform — Wine
Kingdom B2B Platform. After registered as a member of the B2B
platform, baijiu retail operators from every city will be able to
procure, place orders and make payments on the platform. The
Group has designated city partners in each city to deliver the
purchased products directly to the members’ liquor and tobacco
speciality stores. The Group chooses one or more qualified
liquor distributors, who possess their own self-operated sales
terminal as well as qualified warehousing and logistics facilities
to be the city partners of the Group in different cities. Based
on the order placed by the registered members, the Group will
pay commissions to the city partners on a per-box-ordered basis
as remunerations for the warehousing and logistics services
provided by the city partners. Therefore, the Group does not
have to pay for the warehouse and logistics service fees incurred
by the orders placed by the registered members. City partners
are also members of the Group’s B2B platform. The Group will
do regular assessment on the city partners and promptly replace

anyone who fails to meet our requirements.

Since the establishment of the Group's Wine Kingdom B2B
Platform business, the original distribution model in each city
will not be in use anymore. Hereafter, the Group will not
further adopt the traditional distribution model for the sales of
the Group’s products. With this Wine Kingdom B2B Platform,
the Group is able to achieve direct delivery of products to the
retail operators. As registered members, they can use “First Tier
Wholesale Price” to purchase products on the Wine Kingdom
B2B Platform at a significantly lower procurement costs. Not
only is this model beneficial to the customers of retail operators;
it also helps to boost the sales for them.
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H20165F5H29R 8 - NEEERERE
S E R AR TR B S R R
RMARNEBENBIEZHB2BFEEEER
T -SEFATHABHELSHAR
EAEEMBBE R LEFMK AL EES
B BRI EFERFLRE  TBERM
FoMAEBEZBTHNERABERS
ERBNEMXEESENEAEE - A&
EESERmEE—EXE TEREK
- BEEEEmBENEEEAKERY
AR R B - ABRMIEZMTH
ARBA - AEENGAMEETEERNE
—fMABERA—[EMN  MEBAIH
e - ZALAMBERBABEREBEZRAR
M HE MY ARE X TIFESHIE - &
EERTHEINZATEMe 8 REAEE
ERMEENERYRLREZER - AEE
FEZBRTOEEA  BENERNEERE
SHB2BFANMEE - AEBHER AL
FEHFE  WETIAEEERNAE
A AEBEREREER -

REB B @EEHB2BT B EBIE &
ZHTRAENDHEEANEKIL - 5%
AEBIABUADHOBEAHERMNE
meo AEBAGEZHRB2BRETE B
BTMABEHELRRIREEHRENA
T o BLRBEEE KRR REMAASEE
V@B SEMEZFHBIBTE LA
HERBASENER - EAKBETH
HMEFRNRBRA - ERELERAHEE
EEREENRAR  THRELEBHRERT
HERIEM -




Since the debut of Wine Kingdom B2B Platform in late May
2016, work progress has far exceeded the Group's expectation.
A lot of baijiu retail operators have been competing to become
city partners. The policy of selling products to retail operators
at “First Tier Wholesale Price” with door-to-door delivery
service is highly recognised by upstream suppliers and retailers.
The Group kick started the Wine Kingdom B2B Platform in
Beijing on 6 August 2016, which attracted nearly 4,000 local
retail operators. The key management of Moutai Group,
Wuliangye Group, Luzhou Laojiao Group, Fen Wine Group and
Jiannanchun Group also participated at the ceremony and made
supportive speeches in celebration of the Group’s success in

introducing a brand-new sales model in the baijiu industry.

As at 30 September 2016, the Wine Kingdom B2B Platform
was launched in 86 cities with a total of 53,000 baijiu retail

operators registered as members.

During the Period under Review, all registered members from
the Wine Kingdom B2B Platform are liquors and tobacco
speciality stores. The Group will take a proactive yet pragmatic
approach in expanding the membership to shopping malls,
supermarkets, retail key accounts and sizeable retail chain
stores.

In 2011, the Group collaborated with the Bank of
Communications Credit Card Center in launching B2C business
by allowing cardholders to redeem the Group’s products with
credit card points. However, from the operation, the Group
encountered several problems of B2C baijiu business which
include unpacking, re-packing, anti-breakage, and high delivery
cost; meanwhile, the management was alert to the difficulties
its peers were facing for their online B2C business. The
management believes that the Group’s competitive advantages
lie in its extensive distribution network across China and the
exclusive distribution rights for certain products. In China,
the Group possesses unique upstream products resources and
nationwide downstream distribution networks that are rarely
found in other industry peers. By leveraging internet as a tool
to combine those resources, the Group realizes its long-term
goal in flatting distribution channel and providing meticulous

services.
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Wine Kingdom B2B Platform uses the internet to realise direct
contact with retail operators in doing wholesaling business. This
business model does not only exert the local sales advantages
of retailers, but also resolves the difficulties associated with the
“Last Mile” delivery. The integration between the Group’s B2B
business model and the business members’ B2C offline business
allows both parties to demonstrate one own’s strengths. The
Group will also plan to open the B2B platform to upstream
manufacturers in order to attract more potential consignment
products and achieve a win-win relationship.

Management of the Group believes that a large liquor B2B
platform player in the China market will emerge who could be
able to integrate resources of retail operators together with
product resources of upstream manufacturers. And we aim to
work in a proactive yet measured way to achieve this goal.

Wine and Cigarettes Business

The demand for wine in China market has been accelerating
rapidly in the past few years; however, the Chinese consumers
do not have an in depth knowledge about wine, and due to
various factors affecting the wine industry including grape
yields, grape varieties and production capacity of wineries, it's
hardly to see any highly recognisable brands from the China’s
wine industry which are comparable to the status of Moutai and
Wauliangye. On the other hand, the increasing number of wine
distributors has made the market more fragmented; as a result,
the market share of each player is barely enough to support its
costs and expenses. The Group is optimistic about the future
development of the wine market; the management will keep
a close eye on market developments and changes, in order to
make appropriate plans and adjustments. The revenue from the
cigarettes business for the Period under Review was similar to
that of the corresponding period in the previous year.

E-Commerce Business

During the Period under Review, in addition to Wine Kingdom
B2B Platform,
cooperation relationships with the mainstream e-commerce

the Group continued to maintain good

shopping platforms and TV shopping platforms in China, such
as Jingdong Mall, Yihaodian, T-mall, Vip.com, Rongyigou,
Shunfeng Heike, Amazon, Hunnan Happigo and Anhui Jiajiamall
etc.
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Outlook and Future Development

Since the occurrence of intensive restructuring in the industry,
the use of internet has changed towards the traditional multi-
tiers distribution channels and stimulated the transformation,
upgrading and optimisation of traditional channels; whereas
the restriction on use of public expense and upgrade of
consumption have led to divergence in products within the
industry. Looking forward, the Group will continue to seize
the rare opportunity from market correction as well as building
a healthier and a more sustainable liquor industry ecosystem
through better integration of internet achieved by the Group’s
B2B platform and traditional channels.

In terms of cost-effectiveness and supply chain efficiency,
the Group's Wine Kingdom B2B Platform is in the midst of
disintermediation, other than substantially streamlining the
distribution process and enhancing efficiency of the supply
chain, which helped achieving the objective of supplying the
retail operators at “First Tier Wholesale Price”, effectively
lowering the retail price of baijiu products and bringing the
greatest benefit towards its customers. Furthermore, the new
model also benefits city partners to develop direct contact with
more high quality local business associates and further expand
their sales through the Group’s platform.

In terms of products, B2B platform enables the Group to closely
follow market changes. By analysing and interpreting the big
data collected through the platform, the Group can have an
in-depth and throughout understanding about the regional
baijiu consumption pattern and trend, which helps the Group
to launch regional mass consumption brand’s products on a
flexible basis to enrich our product line and expand our market
share as well as income sources.

In terms of channel development, the Group will utilize the
B2B platform to actively strengthen our communication with
different partners and explore more in-depth cooperation
feasibility. By enhancing the Group’s advanced channel
development, the Group aims at diversifying our sales channels
and reaching out to more potential consumers for higher market
penetration for different products, for a greater market share
as well as a better return for shareholders of the Company. The
Group will not exclude the possibility of adopting the existing
baijiu B2B model to further expand its wine business.
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In terms of operation management, the Group successfully
reallocated resources during the Period under Review, to
develop B2B platform and strengthen existing business for
systematic expansion. To maintain a stable financial foundation
for the Group’s sustainable growth, the Group will continue
reinforce its internal control; adopt a more prudent financial

management and cost control policy.

The management believes that the new sales model will bring
huge benefits to the Group, as well as to the industry as a
whole. The Group is devoted in making the Wine Kingdom
B2B Platform the largest B2B platform in Chinese liquor
industry. While promoting industry reform and innovation,
the Group is also putting a lot of efforts in maintaining the
long-term symbiotic and cooperative partnership with baijiu
manufacturers, for both parties to rise and shine under the
brand new business environment.

Being the only nationwide distributor in Chinese baijiu
industry, management of the Group has always focused on the
development of baijiu business in China. Upon the recovery of
baijiu market, together with the maturing B2B platform, the
Group is confident in generating a brilliant financial result by
achieving significant increase in total sales in China in order
to reward our shareholders of the Company, employees and

customers for their continuous support.

FINANCIAL REVIEW

Revenue and Gross Profit

The Group generates its revenue primarily from sales of high-
end liquors. For the six months ended 30 September 2016, the
Group recorded a total revenue of approximately HK$392.5
million, representing a decrease of approximately 35.8%
compared to a total revenue of approximately HK$611.0
million for the six months ended 30 September 2015. For the
six months ended 30 September 2016, approximately 71.6%
of revenue was derived from the PRC market (corresponding
period in 2015: 30.0%).
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The Group's revenue derived from the distribution of liquors
represented approximately 99.2% of the total revenue for the
six months ended 30 September 2016 (corresponding period in
2015: 99.7%) while the revenue derived from the distribution of
cigarettes represented approximately 0.8% of the total revenue
for the six months ended 30 September 2016 (corresponding
period in 2015: 0.3%).

The Group’s gross profit for the six months ended 30 September
2016 approximately was HK$70.1 million (corresponding period
in 2015: HK$92.4 million). The decrease in gross profit was
mainly due to the decrease in sales volume during the period.
Excluding the factor of provision for inventories, the Group’s
gross profit for the six months ended 30 September 2016 was
approximately HK$75.8 million (corresponding period in 2015:
HK$108.9 million), the gross profit ratio before provision for
inventories approximately was 19.3% (corresponding period in
2015: 17.8%).

Other Income and Gains, Net

Other income and gains, net amounted to approximately
HK$2.2 million for the six months ended 30 September 2016
(corresponding period in 2015: HK$10.4 million). Such decrease
was mainly due to the presence of disposal of an investment
property for the six months ended 30 September 2015.

Selling and Distribution Expenses

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

Selling and distribution expenses amounted to approximately
HK$149.9 million (corresponding period in 2015: HK$73.3
million) accounting for approximately 38.2% (corresponding
period in 2015: 12.0%) of the revenue of the Group for
the six months ended 30 September 2016. Such significant
increase was mainly due to the increase in advertising expenses,
conference and promotion expenses for the B2B events and
staff headcount, hence, the increase in salaries and wages.
In addition, expenses related to the construction of the B2B
platform were recognised in the Period under Review, which
are one-off in nature. The management of the Group believes
that the B2B platform will have positive impact to the operating
results of the Group in the future.
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Administrative Expenses

Administrative expenses are mainly comprised of salaries and
welfare, office rental expenses, professional fees and other
administrative expenses.

Administrative expenses amounted to approximately HK$35.2
million (corresponding period in 2015: HK$47.4 million)
accounting for approximately 9.0% (corresponding period in
2015: 7.8%) of the revenue of the Group for the six months
ended 30 September 2016. Such decrease was mainly due
to the decrease in management staff costs and office rental

expenses.

Write-back of Impairment, Net

Gain recorded in this account amounted to approximately
HK$4.5 million (corresponding period in 2015: HK$5.9 million)
for the six months ended 30 September 2016. The change
was mainly due to the increase in impairment allowance of

prepayments and other receivables.

Finance Costs

Finance costs amounted to approximately HK$22.2 million
(corresponding period in 2015: HK$14.5 million) representing
approximately 5.6% (corresponding period in 2015: 2.4%) of
the Group’s revenue for the six months ended 30 September
2016. The finance costs include interest on discounted bills,
bank loans and other loans. Such increase was mainly due to
the increase in other loan interest, bond interest and bond

arrangement fee.

Income Tax

No provision for Hong Kong profits tax has been made as
the Group did not generate any assessable profits arising in
Hong Kong during the period. During the six months ended
30 September 2015, no provision for Hong Kong profits tax
had been made as the Group had available tax losses brought
forward from prior years to offset the assessable profits for
that period. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries or

jurisdictions in which the Group operated.
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Loss Attributable to Ordinary Equity Holders of the
Company

Taking into account of the aforementioned, the loss attributable
to ordinary equity holders of the Company for the six months
ended 30 September 2016 amounted to approximately
HK$130.6 million (corresponding period in 2015: profit of
HK$75.8 million).

Dividends

The Company did not pay any interim dividend for the six
months ended 30 September 2015 and any final dividend for
the year ended 31 March 2016.

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 September 2016.

Bonus Issue of Shares and Change in Board Lot Size
On 14 June 2016, the Company announced its proposals to
issue one bonus share for every two existing shares of the
Company and change in board lot size from 1,000 shares to
3,000 shares. The proposed issue of bonus shares was approved
by the shareholders at the extraordinary general meeting of the
Company held on 15 July 2016.

757,602,949 Shares were issued on 2 August 2016. The
total number of issued shares of the Company increased to
2,272,808,946 shares as a result of such issue.

For details of the issue of bonus shares, please refer to the
announcements of the Company dated 14 June 2016 and 2
August 2016, and the circular of the Company dated 24 June
2016.

Inventories

As at 30 September 2016, the Group’s inventories was
approximately HK$1,030.4 million (31 March 2016: HK$692.8
million). The increase in inventories level was mainly due to the
increase in purchase in the PRC market and decrease in the sales

volume during the period.
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Trade and Bills Receivables

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

customers.

The decrease in trade receivables was mainly due to the
decrease in credit sales not yet settled by the customers. All of

the trade receivables was settled up to the date of this report.

All the Group’s distributors have been selected after careful
and serious consideration. They generally possess extensive
distribution networks, considerable financial strengths and
competitive market positions. After careful assessment of the
receivable balance’s recoverability by taking into account of the
current adverse operating environment, financial conditions of
the distributors and aging of the balances, total impairment
allowance in aggregate of approximately HK$188.1 million (31
March 2016: HK$197.4 million) had been made by the Group as
at 30 September 2016.

As at 30 September 2016, the trade and bills receivables net
of provision were approximately HK$12.0 million (31 March
2016: HK$71.3 million). Approximately 100.0% of the net trade
and bills receivables were aged within two months as at 30
September 2016 (31 March 2016: 39.3%). All bills receivables

were issued and accepted by banks.

The Group will continue to adopt stringent credit control policy
and will apply the following measures to manage and enhance

the recoverability of the Group’s trade and bills receivables:

(i) close and continuous communication and cooperation
between the distributors and our sales managers
in strengthening the sales channels and marketing
strategies of the Group, which enables clearance of their
accumulated inventories and settlements to the Group;
and
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(i) actively pursue cash-transaction business such as
e-commerce, TV shopping and B2B business.

Up to the date of this report, the Group’s subsequent
settlement of the trade and bills receivables was approximately
HK$7.3 million.

Trade and Bills Payables

As at 30 September 2016, the trade and bills payables was
approximately HK$598.1 million (31 March 2016: HK$625.1
million). The decrease in trade and bills payables was mainly
due to the decrease in outstanding trade payables as at 30
September 2016.

As at 30 September 2016, the Group's bills payable of
HK$595.2 million (31 March 2016: HK$615.0 million) were
secured by the Group's inventories and prepayment in
aggregate of RMB409.1 million (equivalent to HK$475.2 million)
(31 March 2016: RMB427.4 million (equivalent to HK$512.8
million)) and the Group's pledged bank deposits of HK$97.3
million (31 March 2016: HK$75.0 million).

Liquidity and Financial Resources

As at 30 September 2016, the Group had cash and cash
equivalents of approximately HK$384.8 million (31 March 2016:
HK$300.7 million), approximately 92.3% (31 March 2016:
93.2%) of which was denominated in Renminbi (“RMB"),
approximately 7.7% (31 March 2016: 6.7%) of which was
denominated in Hong Kong dollars and none (31 March 2016:
approximately 0.1%) of which was denominated in other
currencies. The increase in cash and cash equivalents was mainly
due to proceeds from issue of bonds. As at 30 September 2016,
the Group’s net current assets were approximately HK$720.5
million (31 March 2016: HK$820.6 million).
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Capital Structure of the Group
Total interest-bearing bank and other borrowings as at
30 September 2016 was approximately HK$423.9 million
(31 March 2016: HK$222.0 million). 100.0% (31 March
2016: 100.0%) of the total interest-bearing bank and other
borrowings was denominated in RMB.

As at 30 September 2016, the Group’s bank loan denominated
in RMB in the amount of approximately HK$191.6 million,
containing a repayment on demand clause and bore interest
at a rate of 120% of PBOC per annum are included within
current interest-bearing bank and other borrowings. Based on
the maturity terms of the bank loan, the amounts repayable in
respect of the bank loan are: HK$46.5 million payable within
one year and HK$145.1 million payable over one year.

As at 30 September 2016, the Group’s other loan denominated
in RMB in the amount of approximately HK$232.3 million bore
interest at a rate of 15% per annum and would be repayable in
October 2016.

As at 30 September 2016, the Group's interest-bearing bank
and other borrowings are secured by the Group's inventories
with cost in aggregate of RMB450.0 million (equivalent to
HK$522.6 million).

As at 30 September 2016, the Group’s secured bank borrowing
was supported by corporate guarantees executed by the
Company, a subsidiary of the Company and a related company
of the Company.
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During the Period under Review, the Group issued bonds with
an aggregate principal amount of HK$74.3 million, before
related expense of HK$13.2 million to certain independent
entities. These bonds bear interest at rates ranging from 5.5%
to 7% per annum and will mature in the period from June 2019
to September 2020. The interest will be repayable by the Group
semi-annually from the issue dates of the respective bonds and
up to the maturity date.

No particular seasonality trend for the borrowing requirements
of the Group observed for the Period under Review.

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

considered unnecessary.

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

placed with reputable financial institutions.

The Group monitors its capital using the gearing ratio, which
is net debt divided by the total capital plus net debt. Net debt
includes interest-bearing bank and other borrowings, trade and
bills payables, deposits received, other payables and accruals,
bank advance for discounted bills, amounts due to a related
party and directors and bond payables less cash and cash
equivalents. Total capital represents equity attributable to the
ordinary equity holders of the Company. As at 30 September
2016, the gearing ratio was approximately 56.4% (31 March
2016: 50.1%).

REEHRE  AEERETHEIERE
TRASERTAIBE LT CRNEHER
ERB2EEETL) 2EF - HFEEHRK
NMFE5%ET% 2 FMEFHBAKR —-F
—NFERAZZZ_TFNAZHERD
B AEEHNEBESERTEHESF
FEMNE  BEZHBEARL -

REREER - I m B A%
SRR BB -

JiE]

ZIEE®

AEENEREE BERRXHETENE
TRAREE - ARERPEZHER
BTG E M IEENKEERTE
MARKEE - EEZRRBTHARKE
KNABAIREEREEFS% ML &
HAKENEREREVE BR/LE
VERBITET A -

AEENBELMBBEREIEATEND
MEREETEERES AKEEFTE
EMERSREBRITRHKENREE
EReFEMRMAAEENEERHTE
& ARETERBITEETIANHKER
NEMNEMEHESTR ARENRE
RRTTHEBATHREER NS BB
B

NEBFRERLRETER - BEBRF
HERUBEARNERFE - BHFELRE
FFERITREMEE  BNBEZRERE
NZEE - BWET® - EMENRIBRES
BfE RITUBEREDHN  ENEBT R
EERBEUARENEFZNEN  BRER
REFEVMGTE - BERIEBEARRR] L @E
mRF B AEENEZ - RZZT—~FNA
=+RH EREEAEL56.4% (ZT—X
F=ZA=+—H:50.1%) °

SE-AERAEE | RESEBEZERER A A

21




22

Employment and Remuneration Policy

The Group had a total work force of 454 employees in Hong
Kong and the PRC as at 30 September 2016 (31 March 2016:
203 employees). The total salaries and related costs (including
Directors’ fee) amounted to approximately HK$42.4 million
for the six month ended 30 September 2016 (31 March
2016: HK$80.8 million). The Group has implemented the
remuneration policy, bonus and share option scheme based on
the achievements and performance of employees. The Group
has also participated in the mandatory provident fund scheme in
Hong Kong and the state managed retirement benefit scheme
in the PRC. The Group continues to provide training courses
for its staff to enable them to achieve self-improvement and to
enhance their skill and knowledge.

Share Option Scheme

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.

On 28 September 2016 (the “Date of Grant”), the Company
granted share options to certain Directors, a substantial
Shareholder and employees of the Group to subscribe for a total
of 151,300,000 ordinary shares of HK$0.10 each in the capital
of the Company under the Share Option Scheme. The exercise
price is HK$0.64 per share. Details of the grant of share options,
including the validity of the share options can be referred to the

announcement of the Company on the Date of Grant.

As at 30 September 2016, the number of share options
outstanding of the Company was 304,150,000, representing
approximately 13.4% of the number of issued ordinary shares of
the Company as the date of this report.
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CORPORATE GOVERNANCE CODE AND OTHER
INFORMATION

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has applied the principles and complied with the
code provisions in the Corporate Governance Code contained
in Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) throughout the six months
ended 30 September 2016, except for the following deviation:

Under code provision A.2.1, the roles of chairman and chief
executive should be separate and should not be performed by
the same individual. Mr. Liang Guoxing currently serves as the
chairman and the chief executive officer of the Company. The
Board believes that such arrangement is in the best interest of
the Company and the shareholders of the Company as a whole
since Mr. Liang Guoxing has substantial experience in sales
of Chinese liquor in the PRC market and can strengthen the
Group's sales and marketing capabilities. Notwithstanding the
above, the Board meets regularly to consider matters relating
to business operations of the Group. The Board is of the view
that this arrangement will not impair the balance of power
and authority of the Board and the executive management of
the Company. The effectiveness of corporate planning and
implementation of corporate strategies and decisions will not be
affected.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as the code of
conduct regarding Directors’ securities transactions. Having
made specific enquires, all Directors confirmed that they have
complied with the standards set out in the Model Code during
the six months ended 30 September 2016.
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The Company has adopted written guideline, “Code for
Securities Transactions by Relevant Employees”, on no less
exacting terms than the Model Code for securities transactions
by relevant employees who are likely to be in possession of

inside information of the Company.

LITIGATION

In December 2013, one distributor of the Group (the
“Plaintiff”) filed a claim to a District People’s Court in the PRC
(the "PRC Court”) against one of the Group’s subsidiaries
in the PRC in relation to the Group's obligation to buy back
“Claim”). The

Plaintiff demanded the purchase consideration and related

certain inventories from the Plaintiff (the

compensation from the Group of RMB20.1 million (equivalent to
HK$23.3 million) in total.

According to a judgement dated 25 August 2015 issued by the
PRC Court, the Group was liable to buy back certain inventories
from the Plaintiff with a total consideration of RMB18.9 million
(equivalent to HK$22.0 million). The Group has filed an appeal
for such judgement to the PRC Court in September 2015.
According to a judgement dated 7 January 2016 issued by the
PRC Court, the appeal from the Group was dismissed and the
original judgement dated 25 August 2015 was sustained.

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

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

The Audit Committee along with the management of the
Company has reviewed the unaudited interim financial
statements for the six months ended 30 September 2016
including the accounting principles and practices adopted by the
Group.

The interim condensed consolidated financial statements of the
Company for the six months ended 30 September 2016 had
not been audited but had been reviewed by the independent
auditors.

COMPLIANCE COMMITTEE

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

the chairman of the Compliance Committee.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim
dividend for the six months ended 30 September 2016 (for the
six months ended 30 September 2015: Nil).
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of the Company’s listed securities during
the six months ended 30 September 2016.

BOARD OF DIRECTORS
The Directors during the period and up to the date of this report
are as follows:

Executive Directors

Mr. Liang Guoxing (Chairman and Chief Executive Officer)
Mr. Wang Jindong (Chief Financial Officer)

Ms. Cheung Mei Sze

Non-executive Directors

Mr. Wu Jie Si
Mr. Chen Sing Hung Johnny
Mr. Joseph Marian Laurence Ozorio

Independent Non-executive Directors

Mr. Hung Sui Kwan
Mr. Ma Lishan
Dr. Lee Kwok Keung Edward
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CHANGE IN INFORMATION OF DIRECTORS

Upon specific enquiry by the Company and following respective
confirmations from the Directors, save as otherwise set out
in this report, there is no change in the information of the
Directors required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules since the publication of the Company’s annual
report for the year ended 31 March 2016.

ERESERNEF
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Name of Director Details of changes
BEEnR SEHE

Mr. Ma Lishan Appointed as:
ERvAlIp S BZER:

- an independent non-executive director and a member of audit

committee of China Minsheng Drawin Technology Group
Limited (stock code: 726) with effect with 28 June 2016.

- PRERBMBREEAR AR (RHMASE - 726) 2 B IFERITE
EREZZEEKE BT —AFAAZTN\BRBE -

- an independent non-executive director, a member of each

of the audit committee, remuneration committee and

nomination committee of Huarong International Financial
Holdings Limited (stock code: 993) with effect with 19 August

2016.

-  EREERSRERARAT(ROMKIE :993) 2FAEZES -
FHEZESERREEZEEKE BT A"F/AATNLAELE

2

Resigned as:
BRI :

- the senior consultant of Hao Tian Resources Group Limited
(stock code: 474) with effect from 2 August 2016.

- EREREEERAFT (RHNR - 474) 2 afEE 822
—RNFENAZHBERK-
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DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 September 2016, 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:
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(i

(i)

Shares of the Company

(i) A27ARH

Approximate

Number or percentage or
attributable attributable
number of percentage of
shares held or Nature of shareholding of
Name of Director short positions Position interests the Company
RAR TR AE
P 5 0 P 415 AR 4 BRABRESE
Espng HEHKXREE R ERMtE FELEDL
Liang Guoxing 275,895,000 (Note 1) Long Interest in controlled 12.14%
corporation
25 # 275,895,000 (#1##1) e RREEE 2 5
720,318,750 (Note 2) Long Founder and beneficial 31.69%
object of a discretionary
trust
720,318,750 (f1:#2) ) FRERZAIPAR
Z@mA
2,050,000 (Note 3) Long Family interest 0.09%
2,050,000 (#77%3) ) ENL: i
Share Options (i) ERE

Name of Directors

Approximate percentage

Underlying shares
pursuant to the
share options as at
30 September 2016

or attributable
percentage of
shareholding of
the Company

R-ZE-XFhLhA=1+A RARTREROFR
BEEpng BREMSRZEBEROEA HALREEE DS
Wang lJindong (Note 4) TER(Hit4) 12,000,000 0.52%
Cheung Mei Sze (Note 4) SEB(Wit4) 5,000,000 0.21%
Wu Jie Si (Note 4) RER (fit4) 1,500,000 0.06%
Chen Sing Hung Johnny (Note 4)  FRELIE (f1724) 750,000 0.03%
Joseph Marian Laurence Ozorio T3 A (1 524) 750,000 0.03%

(Note 4)

Hung Sui Kwan (Note 4) W (7 74) 1,500,000 0.06%
Ma Lishan (Note 4) Bl (f5t4) 750,000 0.03%
Lee Kwok Keung Edward (Note 4)  Z=E38 (#7:74) 750,000 0.03%
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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, the Chairman and the chief
executive officer of the Company.

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

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

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

Save as disclosed above, as at 30 September 2016, 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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SUBSTANTIAL SHAREHOLDERS" INTERESTS IN
SHARES AND UNDERLYING SHARES

So far as is known to the Directors and the chief executive of

the Company, as at 30 September 2016, the following persons

(not being Directors or chief executive of the Company) had,

or were deemed to have, interests or short positions in the

shares or underlying shares of the Company which would fall

to be disclosed to the Company and the Stock Exchange under

the provisions of Divisions 2 and 3 of Part XV of the SFO, or

which were recorded in the register required to be kept by the

Company under Section 336 of the SFO, or as otherwise notified

to the Company and the Stock Exchange:

Number or
attributable
number of

TERRREOKREERS 2
& o
REERARRRBTHRABMA - R =
T-RFAAZTE  THALCFES
AARRFRBITRA L) KRR TR
SARBRRS R R AR B IR E S
RAASIEPIEXVERSE2 K35 HIE AR
DA BB AR 2 RS SAR - RAR
SRR R IR EE S K 5 F33604
FEZELMOEFAAR  XREBA
AR R HERAR

Approximate
percentage or
attributable
percentage of

Name of shares held or Nature of shareholding of
shareholders short positions Position interests the Company
R R B IR e
P ¥ =R FEAG BR 19 BAFERBESH
REREH HESIRXEREA ¥ EEME RELEED L
Keen Pearl Limited 275,895,000 (Note 1) Long Beneficial Owner 12.14%
Keen Pearl Limited 275,895,000 (A7i#1) g Em#EEA
Yinji Investments Limited 720,318,750 (Note 2) Long Beneficial Owner 31.69%
Yinji Investments Limited 720,318,750 (#74£2) S} EmEEA
Grand Base Holdings 720,318,750 (Note 2) Long Interest in controlled 31.69%
Limited corporation
Grand Base Holdings 720,318,750 (f7#2) TgE NEEER 2 =
Limited
HSBC International 720,318,750 (Note 2) Long Trustee of discretionary 31.69%
Trustee Limited trust
ESBRELERAA 720,318,750 (41:£2) e EREFRZIXTEA

—E-AFHARSE
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Number or
attributable
number of

Approximate
percentage or
attributable
percentage of

Name of shares held or Nature of shareholding of
shareholders short positions Position interests the Company
KA B RAE
B 5 =R BB 4G R 17 BAFRBE I
RERERB HESIRXREEAE ¥ ERME REEED L
Luo Li 722,368,750 Long Beneficial object of 31.78%
(Notes 2 & 3) a discretionary trust,
beneficial owner
7 1A 722,368,750 (172 3) W@ PREFEZERAA
BB A
Liang Gia Li Melody 720,318,750 (Note 2) Long Beneficial object of 31.69%
a discretionary trust
REE 720,318,750 (f14t2) S PREEFEZZRA
Liu Yang 299,652,000 (Note 4&5) Long Interest in controlled 13.18%
corporation, beneficial
owner
2R 299,652,000 (A7it45) F& NN il
BB A
Atlantis Capital 299,652,000 (Note 4) Long Interest in controlled 13.18%
Holdings Limited corporation
(" Atlantis Capital”)
FARERERER A 299,652,000 (47 5t4) S REEEE 2
([EAREX])
Riverwood Asset 106,912,000 (Note 5) Long Interest in controlled 7.06%
Management corporation
(Cayman) Ltd
Riverwood Asset 106,912,000 (#77#5) e MNEEEE 2

Management
(Cayman) Ltd
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Notes: Biat -

1. These shares were held by Keen Pearl Limited, a company 1. #%ZR BKeen Pearl Limited (—ERH

incorporated in the British Virgin Islands and the entire issued BHBAREESAMKLZAR)FHE M
share capital of which is owned by Mr. Liang Guoxing, an HEMEBITRAARABDNITES
executive Director, the Chairman and the chief executive officer of FREFTHRERRBEELEER -

the Company.

2. These shares were held by Yinji Investments Limited. The entire 2. EERMAYinji Investments Limited$F
issued share capital of Yinji Investments Limited was beneficially A ° Yinji Investments LimitedZ 28
owned by Grand Base Holdings Limited, a company incorporated #1TAR AN A Grand Base Holdings Limited
in the British Virgin Islands and indirectly owned by a discretionary (—HREBHERRBESEMK LA
trust, the beneficiaries of which are Mr. Liang Guoxing, AEREE TH—[EAx#EETHER
Ms. Luo Li, the spouse of Mr. Liang Guoxing, and Miss Liang Gia B HEAZEXBARRBRELAL - R
Li Melody, the daughter of Mr. Liang Guoxing. HSBC International BTN BREMNL L UK REE
Trustee Limited was deemed to be interested in the shares in the FENZRREZER/E - ELEBET
capacity of a trustee of the discretionary trust as aforementioned. BRAT R EMEEETEZZEAN )

WRRBRZFR D P HEEERS -

3. These interests included interest in 2,050,000 share options 3. UHERZEERBAQFERES

granted to Ms. Luo Li, the spouse of Mr. Liang Guoxing under the TETZR EEMNEBEMNZ T2
share option scheme of the Company. 2,050,000 fE f% 1 -

4. Pursuant to the disclosure of interests notices filed by each of 4. BEIFRAZEIEARELARZZT—X

Ms. Liu Yang and Atlantis Capital on 16 August 2016, among FNANATARARATFENREERR
others, Atlantis Investment Management (Hong Kong) Limited M (AR BE ARKEERE (F8F)
(“Atlantis (Hong Kong)”) was disclosed as having direct interest ERAR (AR (BB HEZEAR
in 299,652,000 shares and was wholly-owned by Ms. Liu Yang. 299,652,000 ik B EiEEm A
Therefore, Ms. Liu Yang and Atlantis Capital are deemed to be HBALZ+2EHE Bt 21kt
interested in the shares held by Atlantis (Hong Kong). EAREAERARAR(BB)FEZ

Pein s A AR o

5. Pursuant to the disclosure of interests notices filed by each of 5. RIEZIRLZ I KRiverwood Asset

Ms. Liu Yang and Riverwood Asset Management (Cayman) Ltd Management (Cayman) Ltdid =ZF—7<
on 27 June 2016, among others, Riverwood Asset Management FRAZTEREDANGFENREEE
(Cayman) Ltd was disclosed as having direct interest in WA (A B 4E) Riverwood Asset
106,912,000 shares and was wholly-owned by Ms. Liu Yang. Management (Cayman) Ltd#%Z %5 &R
Therefore, Ms. Liu Yang is deemed to be interested in the shares 106,912,000 iR BT A
held by Riverwood Asset Management (Cayman) Ltd. HEIRLZT2EHE - At Blhz+

#15 A A Riverwood Asset Management
(Cayman) Ltdi B 2 RmD F A # = -

Save as disclosed above, as at 30 September 2016, the Directors BREXFIEEEIN RZZE—XRNFNLA
and the chief executive of the Company were not aware of any =4+H EERAQXRITESTHRAEIAF
other person (other than Directors and the chief executive of the MEEBIRNEMAT (BEERARIESD
Company) who had, or was deemed to have, interests or short THABBRIN) RARDTIEHD S BEEG
positions in the shares or underlying shares of the Company FIEE NS AEAEZRIRE MIEEE
which would fall to be disclosed to the Company and the Stock 5 N EAEIEHIEXVENE 2 N3N 7 IEX A
Exchange under the provisions of Divisions 2 and 3 of Part XV MAANARI NPT E @ sk BB RN AR
of the SFO, or which were recorded in the register required to BIREFEANEE GO EIBCEFELE
be kept by the Company under Section 336 of the SFO, or as CME R SARE - X BEBAANT &
otherwise notified to the Company and the Stock Exchange. B Pr Z REZS SR A o
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SHARE OPTION SCHEME
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.

On 28 September 2016 (the “Date of Grant”), the Company
granted share options to certain Directors, a substantial
shareholder of the Company and employees of the Group to
subscribe for a total of 151,300,000 ordinary shares of HK$0.10
each in the capital of the Company under the Share Option
Scheme. The exercise price is HK$0.64 per share. Details of
the grant of share options, including the validity of the share
options can be referred to the announcement of the Company
on the Date of Grant.

As at 30 September 2016, the number of share options
outstanding of the Company was 304,150,000, representing
approximately 13.4% of the number of issued ordinary shares of
the Company as the date of this report.
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Details of the share options outstanding as at 30 September HRZ=ZT—X"FNA=1+H BREFTST

2016 under the Share Option Scheme are as follows: ZARITEEREZFBOT

© Exerdise
o price
" per share

No. of shares © under the No. of No. of No. of No. of No. of

involved in 3 share shares shares shares shares shares

Exercise options  Options 3 options  Options involved in involved in involved in involved in  involved in

price per [apsed hefore after after  options  options  options options options

share Options before  completion fcompletion completion ~ granted lapsed  exercised  cancelled held

under  heldasat  completion ofthe «  of the of the after after during during  asat30

the share 1 April  of the bonus bmm} bonus bonus bonus bonus the the  September

Grantees Exercisable period options 2016 issue* issue*} issue* issue* issue* issue*  period period 2016

REAIR REGHLY REAOR RETART  RBR RER RZ8-RE

HZB-7E RAH i RR#EL ERLz  #xMz Gz E¥z A=t

5k BA-B ¥z REMAR+ SR REGAR BRE 0 BRE 0 BRE  BRE HAERE
BhE Bhe BREFYR  xAH . BRE  RR& F¥Re  F¥Re  F¥Re  K¥Re  H¥RR

ARA [t LR BEE ZRHBE  ZBRE. 2fER CBRE RHER  RGRE  RBHE  RRHR  RHES
HKS K
%7 CER

Directors:
F£ 8 :

Wang Jindong 22 Apr 201610 21 Apr 2021 109 6,000,000 - 60000001 073 9000000 - - - - 9,000,000
IER “E-nERAZTZRE
“F-FRAZT-4 3

BSp0T10275p2022 064 - - - - 3,000,000 - - - 3,000,000
“E-tERAZTNRE
CEICENACTA !

3 12,000,000

Cheung MeiSze 22 Apr 2016 10 21 Apr 2021 109 3,000000 S 3000000 07 4500000 - - - - 4,500,000
i 5 ERAZ+ZRE :
ZEI-ERAz+-4 :

BSep201T1027Sep 2022 064 - - o - - 500,000 - - - 500000
“§-CEAATHNAZ |
ZRIIENACTLA !

: 5,000,000

Wy Jie § 22 Apr 2016 10 21 Apr 2021 109 1,000,000 S1000000 0 07 1500000 - - - - 1,500,000

8 £ “E-REDAZTRE L
ZEZ-F@AZ1-A |

SE-AEhHHE | REEBEERER A A 35



Exercise

o price

 per share
No. of shares © under the No. of No. of No. of No. of No. of
involved in o share shares shares shares shares shares
Exercise options  Options options  Options involved in involved in involved in involved in  involved in
price per [apsed hefore after after  options  options  options  options options
share Options before  completion fcompletion completion  granted lapsed  exercised  cancelled held
under  heldasat  completion of the of the of the after after during during  asat30
the share 1 April  of the bonus bonus + bonus bonus  bonus bonus the the  September
Grantees Exercisable period options 216 issue* issue*:  issue* issue* issue* issue*  period period 2016
RRTLR REGELY REFLR RETART  RER RER R-B-AF
HZ%-RE RRE i RR&Z kRt &xMz 7z HEz MAZtE

5k BA-H Kz REGAE SR RRGAR RRR  BER  RER  MRE SAZRER
BhE BEz BREFSR  zAN BRE R4 F¥RZ  F¥RZ F¥R:  MIR: MRz

ARA e LHE BRE ZBRHEE  ZBRE. fRE  <BRE ROER  RGRE  RBEE  BREE  ROHES
HKS : HKS
A7 .
Chen Sing Hung Johnny 22 Apr 2016 to 21 Apr 2021 1.09 500,000 - 500,0003 073 750,000 - - - - 750,000
B2 CE-RERA-fIEE .
ZRC-ERAZT-A 1
Joseph Marian
Laurence Ozorio 22 Apr 2016 10 21 Apr 201 109 500,000 - 500,000 | 073 750,000 - - - - 750,000
] 43 “E-RERACTIRE L T
ZRC-ERAZT-A 3
Hung Sui Kwan 22 Apr 2016 0 21 Apr 201 1.09 1,000,000 - 1,000,000% 0.73 1,500,000 - - - - 1,500,000
3 “T-REMAZIAE e
R -£@AZ1-H }
Ma Lishan 22 Apr 2016 o 21 Apr 2021 1.09 500,000 - 500,0003 073 750,000 - - - - 750,000
Eill ZZ-rERAZtzAE T
ZRZ-FRAZT-H ;
Lee Kwok Keung
Edward 22 Apr 2016 10 21 Apr 2021 1.09 500,000 - 500,0003 073 750,000 - - - - 750,000
35t “E-REMA-t-AE L
Z5Z-F@AZT-A ‘
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Exercise

o price

. per share
No. of shares + under the No. of No. of No. of No. of No. of
involved in share shares shares shares shares shares
Exercise options  Options options  Options involved in involved in involved in involved in involved in
price per [apsed before after after ~ options  options  options  options  options
share Options before  completion fcompletion completion  granted lapsed  exercised  cancelled held
under  heldasat  completion ofthe ©  of the of the after after during during  asat30
the share 1 April  of the bonus bonus bonus bonus bonus bonus the the  September
Grantees Exercisable period options 2016 issue* issue* issue* issue* issue* issue*  period period 2016
REAIR BRI REGOR REGAR  RBR RER RZE-RE
RZE-AF RRA TR&Z kELe  #xMz A%z HEz AAZTE

Rk  BA-R Kz REOARY SR RRTAR BRR  BER  BER  RBR REZRER
BhE Bhz BBEMYR  xAE . MBE  RA% F¥RZ  FBRz  F¥RZ F¥Rz  F¥R2

ARA fifeH ZiTRE ERE ZRREE Zﬁﬁﬂﬁﬁi iR ZBRE RBHE BRHEE  ROHE RHEE R4S
HKS HKS
£ B

Substantial Shareholder

of the Company:
FRTZERE }
Luo Li (Note j 22 Apr 2016 10 21 Apr 2021 109 700,000 - 7000000 073 1,050,000 - - - - 1,050,000
B ZI-FBAZTIAE :
Z3T-FMAZT-H !
285p2017102750 2022 064 - - - - - 1,000,000 - - - 1,000000
ZE-tENACT)IBE :
ZEIIENACTHR !
i 1m0
Others:
At :
Other employees 1
of the Group 22 Apr 2016 10 21 Apr 2021 109 92500000 (600,000 91900000 : 073 137,850,000 - (4650,000) - - 133200000
AEERMER ZE-RERAZTIRE !
I !
28 Sep 2017 t0 27 Sep 2022 0.64 - - - - - 146,800,000 (900,000) - - 145,900,000
“E-LERA-T/\RE ;
“ECCFARC TR !
} 279,100,000
Total
st 106,200,000 (600,000) 105,600,000 158,400,000 151,300,000 (5,550,000) - - 304,150,000

* Pursuant to the announcement of the Company dated 2 August * BEARABRAZZT—XF/NAZH

2016, bonus issue was made on the basis of one (1) bonus share ZREBITARDBER T —XF
for every two (2) existing shares in issue held on 25 July 2016. In TtAZTHBEREMKRRERET
addition, the number of shares of the Company to be alloted and AR AD I HE B —(NARALAR 2 B AEHETT < it
issued upon full exercise of the subscription rights attaching on SN RREEARAE PRI 5R S R AR BT R
the share options were adjusted with effect from 2 August 2016. BFEBERETZARTRMNEECIE

R h =T —AF/\ - AR -
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Note:

(i) As at 30 September 2016, Yinji Investments Limited held
720,318,750 Shares representing approximately 31.69% of the
issued share capital of the Company. The entire issued share
capital of Yinji Investments Limited is directly wholly owned
by Grand Base Holdings Limited, a company incorporated in
the British Virgin Islands and indirectly wholly owned by a
discretionary trust, the beneficiaries of which are Mr. Liang
Guoxing, Ms. Luo Li, the spouse of Mr. Liang Guoxing, and
Miss Liang Gia Li Melody, the daughter of Mr. Liang Guoxing.
Mr. Liang Guoxing is the chairman, an executive Director, chief
executive officer and a substantial shareholder of the Company.
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REPORT ON REVIEW OF INTERIM FINANCIAL
INFORMATION

e

FHI B E R EARE

Ernst & Young ZXEFEEHAR Tel E&E: +852 2846 9888
22/F, CITIC Tower BEPRREREIR Fax {8 H: +852 2868 4432
EY 1 Tim Mei Avenue h{ERE2218 ey.com
ﬁ* Central, Hong Kong

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

INTRODUCTION

We have reviewed the interim financial information of
Silver Base Group Holdings Limited set out on pages
41 to 84, which comprises the condensed consolidated
statement of financial position as at 30 September 2016
and the related condensed consolidated statement of
profit or loss, condensed consolidated statement of
comprehensive income, condensed consolidated statement
of changes in equity and condensed consolidated
statement of cash flows for the six-month period then
ended, and explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on the interim
financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard
34 "Interim Financial Reporting” (“HKAS 34") issued by
the Hong Kong Institute of Certified Public Accountants.

The directors are responsible for the preparation and
presentation of this interim financial information in
accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on
our review. Our report is made solely to you, as a body,
in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report.

BREEFZERAERQAESE
(RASESEMRINBRQF)

]
EEEEMIENENEEMENREEE
TRBERARFTHMBEN - FHTHER
BRNR-_ZE-R"EFALA=THNBAEHY
BIRRKRIAREZZ B E]E A HE A8
BREHEDE  BHREAHEZEBAR G
RAaMEREHRLREAAHRATRERIA
KSAME - REZEBARSMARRA A
EFEMRA - AEMBERRENRRLY
AA EMARAMBERRERESGEA
SEMHE B ST ERIFE345 [ B B
S EEGFERE345R]) -

EFRAREARBEASGHELFIMRHER
REHRILTFHBBEER - BEEFNEERRE
EEMERNITE Sich BB EREL
B WIRMEDMIHENREEZ HRKE
[ BN (ERER)®RE  FRILZIARE
AEEMBEN - BEETERARENARTR
EEMALTE FAEEEMELE -

—e-AEGEBE | REXEBEZRER D
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SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the interim financial
information is not prepared, in all material respects, in
accordance with HKAS 34.

EMPHASIS OF MATTER

Without qualifying our conclusion, we draw attention
to note 2.1 to the interim financial information which
indicates that excluding the write-back of impairment,
net of HK$4,532,000, the Group incurred a consolidated
loss before tax of HK$135,032,000 during the six months
ended 30 September 2016, and the Group had net cash
outflows used in operating activities of approximately
HK$131,037,000. These conditions, along with other
matters as set forth in note 2.1 to the interim financial
information, indicate the existence of a material
uncertainty which may cast significant doubt about
the Group's ability to continue as a going concern. As
explained in note 2.1 to the interim financial information,
the interim financial information has been prepared on a
going concern basis, the validity of which is dependent
on the Group's ability to extend its short-term borrowings
upon maturity, source additional debt financing and
refinance its existing indebtedness; and to improve its
operation to generate adequate cash flows to meet the
Group's financial obligations as and when they fall due in
the foreseeable future.

Ernst & Young
Certified Public Accountants

Hong Kong

28 November 2016

=R E
EEDRBEB GRS RMANBTEEMN
FERNE24105% [ R EBABLAZEENAITH B
MBERERN DETENITIE - FHMBER
MEHEERIZAAEMBREFFENA
BFLEH WEROMAREMENRER -
RABRMMNBEERRETEEZEET
MBEZAN AT REESENTHER
BRHRAESEANMBEEREE -t &
FIERELER -

4 A
:éﬁlil Afg

REBFNEHN I BFUEERETAF
HEBFMHE THUBERESEATE
W ERBEAB ST EANERNRERE -

BEHMEE
TFHEELREERNVBERLT T FS
B OETEIFHAMBERME21 Hf
EH A MR BRI E (F5) 4,532,000
T EEEEHZE-_ZT—AFhLAZ=TH
NE H 8156 BRI E18135,032,000%
T BEBENGESEELIHMAZESR
SFEE49131,037,000/8 7T © L1 @& R & 5
AR 218 2 B ETE - BERT
Y BEEENFELCLEENIELESEAR
BRERTAAEZ - F B8 % & R
2 PTEEE  REI B ER DIRFELE A
IR EAERMEURY SE£EETHRE
HINTRERHEE ESHENMEBRHE N
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AR BESBREOGRNSHEENEERHAR
SRE MBS BS£BEERKRREH
2 BAREEHE o

| B o
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INTERIM CONDENSED CONSOLIDATED HHIR A S pHiIE &
STATEMENT OF PROFIT OR LOSS
For the six months ended 30 September 2016 BE=—F—NFAA=1THINEA

For the six months
ended 30 September
BEAA=+TBHLAEA

2016 2015
—E-RF —E-hF
(Unaudited) (Unaudited)
(REEEZR) (REEEZ)

Notes HK$'000 HK$' 000
Jokza FHExT FHET
REVENUE I &= 4 392,528 610,985
Cost of sales 55 A AR (322,418) (518,603)
Gross profit EH 70,110 92,382
Other income and gains, net HEag ARz CFE) 4 2,166 10,435
Selling and distribution expenses HERKHEB A (149,943) (73,338)
Administrative expenses TERER (35,214) (47,352)
Other expenses, net HiER CFEH) — (264)
Write-back of impairment, net B E (FRE) 4,532 5,881
Finance costs b E A 5 (22,151) (14,480)
LOSS BEFORE TAX MREBAIE B 6 (130,500) (26,736)
Income tax credit/(expense) FrisfiEe, (BR) 7 (82) 102,436
PROFIT/(LOSS) FOR THE PERIOD HARFE (FR) (130,582) 75,700
ATTRIBUTABLE TO: 4k :
ORDINARY EQUITY HOLDERS EAREBREERFA
OF THE COMPANY (130,582) 75,846
NON-CONTROLLING INTERESTS eI - (146)
(130,582) 75,700
EARNINGS/(LOSS) PER SHARE EAREBREZEFTA
ATTRIBUTABLE TO ORDINARY EaESRAER(FHE)
EQUITY HOLDERS OF
THE COMPANY
Basic (HK cents) (2015 restated) AR B
ZE-RAFEEY) 8 (5.75) 3.61
Diluted (HK cents) (2015 restated) 5% OB
—E-RAFEEY) 8 (5.75) 3.54
Details of dividend are disclosed in note 9 to the A% B 2 sHIE R R =% BB 18 AR sr ot
unaudited interim financial information. = o

—e-AEGEBE | REXEBEZRER D




INTERIM CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 September 2016 BE=—F—NFAA=1THINEA

FHIF RSOt 2 E WA R

For the six months

ended 30 September
BEAB=THLAEA

2016 2015
—B-AE —T-AF
(Unaudited) (Unaudited)
(RBER) (REEEZ)
HK$’ 000 HK$' 000
FAT FAT
PROFIT/(LOSS) FOR THE PERIOD HRAE (FE) (130,582) 75,700
OTHER COMPREHENSIVE LOSS: Hit2HEEE
Other comprehensive loss to ROEREBRGENSE
be reclassified to profit EERC EMER
or loss in subsequent periods: s
Exchange differences on translation MEBINEBMESN
of foreign operations b 3, = 7H (32,885) (29,951)
Net other comprehensive loss REEBESERHE
to be reclassified to profit EEmEMEE
or loss in subsequent periods BIEER (32,885) (29,951)
OTHER COMPREHENSIVE LOSS HaHME2EER
FOR THE PERIOD, NET OF TAX MR B (32,885) (29,951)
TOTAL COMPREHENSIVE INCOME/(LOSS) HAZEW A/ (EE) 445
FOR THE PERIOD (163,467) 45,749
ATTRIBUTABLE TO: PEAE -
ORDINARY EQUITY HOLDERS AATEBEZEZEA
OF THE COMPANY (163,467) 45,895
NON-CONTROLLING INTERESTS FEFIEER - (146)
(163,467) 45,749
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

30 September 2016

o H# 5 B & OF B B AR R 3R

SE-AFAAZFA

30 September 31 March
2016 2016
—E-XRE —E-RF
hA=+H =ZA=+—H
(Unaudited) (Audited)
(REER) (BEZ)
Notes HK$’ 000 HK$' 000
k=3 FET FET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB MRE 13,363 9,674
Intangible asset mEE 8,300 8,300
Deposits e 2,277 2,561
Total non-current assets EmBEEE 23,940 20,535
CURRENT ASSETS REEE
Property held for sale BESEME - 9,606
Inventories PNy 10 1,030,441 692,837
Trade receivables JEU E F 58 7.266 23,013
Bills receivable B W E 1% 4,739 48,249
Prepayments, deposits and FENRIE - ZEe Rk
other receivables Hh e Y IR 435,944 853,956
Pledged deposits [REEEErEE 97,328 75,000
Cash and cash equivalents ReMReZED 384,782 300,709
Total current assets MB)E EEE 1,960,500 2,003,370
CURRENT LIABILITIES REBEE
Trade payables JERE 55IA 12 2,924 10,143
Bills payable BN R I& 12 595,218 615,000
Deposits received, other payables BEkETE - EER
and accruals REREGBE 152,487 240,544
Bank advance for discounted bills RITRL IR RIR B 1" - 28,800
Interest-bearing bank and STERITRHEMEER
other borrowings 13 423,911 222,000
Bond payables ERESH 14 2,163 -
Due to a related party FE 1 BB 5 kIR 18(d) 160 160
Due to directors & & B3R 18(d) 51 1,251
Tax payable fE 1~ A5 18 63,120 64,841
Total current liabilities mEBEERE 1,240,034 1,182,739
NET CURRENT ASSETS REEEFE 720,466 820,631
TOTAL ASSETS LESS CURRENT BEERRBAER
LIABILITIES 744,406 841,166
NON-CURRENT LIABILITY FREBEME
Bond payables JE 1T & 25 14 74,862 13,997
Net assets BESFE 669,544 827,169
EQUITY R
Equity attributable to ordinary ARABREBESEFEA
equity holders of the Company FE L Rz
Issued capital 2 EITRA 15 227,281 151,521
Reserves ] 443,316 676,701
670,597 828,222
Non-controlling interests IE 1= M R (1,053) (1,053)
Total equity BB 669,544 827,169

| REEEEZERERAQF
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INTERIM CONDENSED CONSOLIDATED FHIESBEES R EER
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 September 2016 BHEr—F—NEAA=F+HIFASEA

=+ — =

Attributable to ordinary equity holders of the Company

ANRERREREARL
Share Capital Share  Statutory  Exchange Non-
Issued  premium Capital  redemption option surplus ~ fluctuation Accumulated controlling Total
capital account reserve reserve reserve reserve reserve losses Total interests equity
EERS

BRABR ROEER  ESER RARDEE BREGE 0% MERBRR  RRER Bt ARUEEE  BREE
Note  HKS'000  HKPOOD  HKS'000  HK$'00D  HKS'O00  HKS'000  HKS'000  HKS'000  HKS'000  HK$'O0D  HKS'000
wE o TAmo TEn TEr TAET TET TEm A TER TEr TAm TAT

At 1 April 2015 RZE-1EMA-R 134921 480,088 (380) 1,554 N 71,462 157,901 (332,578) 512,968 (994) 511,974
Profitoss) for the period HhTE/ (B8 - - - - - - - 75,846 75,846 (1g) 75700
Other comprehensive loss EREG kS E
for the period:
Exchange differences on RERNRAELD
translation of foreign EiZR
operations - - - - - - (29,951) - (29,951) - (29,951)

Total comprehensive income/ ~ ERZERA/ (BE)
(loss) for the period 8 - - - - - - (29951) 75,846 45,89 (146) 45,749

Equity-settled share option WEREE BRERH

arrangements - - - - 9,090 - - - 9,090 - 9,090
Issue of shares Bk 15 16,600 200,860 - - - - - - 217,460 - 217,460
Share issue expenses OESEG 15 - (5,441) - - - - - - (5,441) - (5,441)
At 30 September 2015 WZR-RENAZTE

(unaudited) (REEH) 151,521 675,507 (380) 1,554 9,09 71462 127950 (256,732) 719,972 (1,140) 718,832
At 1 April 2016 RZE-"ERA-R 151,521 675,507 (380) 1,55 18,667 71,462 112,061 (202,170) 828222 (1,053) 827,169
Loss for the period BREE - - - - - - - (13058 (130582) - (13058
Other comprehensive loss BRiprEER:

for the period:

Bxchange differences on RESNRRRELD

translation of foreign ENzE
operations - - - - - - (32,885) - (32,885) - (32,885

Total comprehensive incomeloss)  SRZERA/ (BE)

for the period &8 - - - - - - (32885 (130,582)  (163467) - (163467)
Equity-settled share option WEREE ERERH
arrangements - - - - 5,842 - - - 5,802 - 5,802
Share options lapsed BRELN - - - - (265) - - 265 - - -
Issue of shares ¥k 15 75,760 (75,760) - - - - - - - - -
At 30 September 2016 RZE-RENAZTE
(unaudited) (REEH) 2181 599747 (380 1556% 242 TI462F 79176 (332487 670597 (1,053 669,544
* These reserve accounts comprise the consolidated reserves * EREERETHABEA M BERRERN
of HK$443,316,000 (31 March 2016: HK$676,701,000) in B A GHE1E443,316,0008 0 (Z T —RNF=
the interim condensed consolidated statement of financial B=+—H :676,701,000/&7T) °
position.
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

FHIFRASHIRERER

For the six months ended 30 September 2016 BE=—F—NFAA=1THINEA
For the six months
ended 30 September
BEARAZtHLEREA
2016 2015
—B-RE —T-0F
(Unaudited) (Unaudited)
(REER) (RIEFERZ)
Notes HK$’ 000 HK$' 000
i3 FEx FET
CASH FLOWS FROM OPERATING EETHNRERE
ACTIVITIES
Loss before tax B T Al S 18 (130,500) (26,736)
Adjustments for: BT SIAPTER FHE -
Gain on disposal of an investment property HEREWE 2 d 4 - (10,306)
Gain on disposal of property held for sale  HERBEFEYE 2 IE 4 (1,651) -
Interest income FEMA 4 (121) (129)
Finance costs BB R 5 22,151 14,480
Depreciation E 6 2,163 5,399
Loss/(gain) on disposal of items of HEME - BEKERE
property, plant and equipment BB ZEBE/ (%) 6 (100) 691
Write-back of impairment allowance of BEEKRESHIER
trade and bills receivables B EE 2 REEB 6 (7.479) (7,212)
Impairment allowance of prepayments B IE R E b U R IE
and other receivables ZREEE 6 2,947 1,850
Write-back of impairment allowance of 18 [0 T8 1+ 3R08 J2 H fth 8 I
prepayments and other receivables FIBZRERE 6 - (519)
Provision for inventories in respect of ERMREERFE
write-down to net realisable value L TEERE 6 5,660 16,547
Equity-settled share option expense NEREE L BREER 5,842 9,090
(101,088) 3,155
Decrease/(increase) in inventories FEmL /(&) (342,337) 70,459
Decrease/(increase) in trade receivables EWE 58/, () 21,834 (34,743)
Decrease in bills receivable JE W = m 43,510 2,540
Decrease/(increase) in prepayments, BRARIE  Ze REMER
deposits and other receivables FER A, () 415,349 (51,968)
Decrease in trade payables [N E 5 ER D (7,219) (826)
Decrease in bills payable e =R D (19,782) -
Decrease in deposits received, other BET® - Ef B IA
payables and accruals REFAaRRDY (100,078) (23,196)
Effect of foreign exchange rate changes, net JEZR &8 & (%) (33,581) (42,556)
Cash used in operations EEMANRE (123,392) (77,135)
Interest received B F 8 121 129
Interest paid BEAFE (7,766) (13,985)
Net cash flows used in operating activities & EEHFTAMNB S REFE (131,037) (90,991)
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For the six months
ended 30 September
BEAA=THLXEA

2016 2015
—B-RE —T-hF
(Unaudited) (Unaudited)
(RBER) (REEERZ)
Notes HK$'000 HK$' 000
iz TER FET
CASH FLOWS FROM INVESTING REFHNRIRE
ACTIVITIES
Purchases of items of property, plantand ~ BEE¥W¥ - BENRXEEE
equipment (6,141) (2,668)
Proceed from disposal of items of property, HEWE « FiE k& EER
plant and equipment RFT13 ;IR 100 -
Proceed from disposal of an investment HEREMENMEHE
property - 17,000
Proceed from disposal of property HEREHEMED
held for sale P55 18 11,257 -
Decrease/(increase) in pledged deposits BEBERR D (32m) (22,328) 15,150
Effect of foreign exchange rate changes, net JER& &5 & (F5E) (2,824) -
Net cash flows from/(used in) investing RETRBAME/ (FTA)
activities MREMEFH (19,936) 29,482
CASH FLOWS FROM FINANCING MEZHNRIRE
ACTIVITIES
Proceeds from issue of shares BRI B FTIS IR - 217,460
Share issue expenses RO ETER - (5,441)
Decrease in amounts due to directors ENEERERD (1,200) (6,712)
Decrease in amounts due to related parties  J& < B3 B 75 70 3B A - (4,153)
Decrease in bank advance for discounted ~ $R7TEAIR EFE#FUR D
bills (28,800) (33,336)
New bank and other loans ERITREMER 423,911 303,727
Repayment of bank and other loans and BEFITREMERUR
trust receipt loans EFUIEER (222,000) (478,633)
Proceeds from issue of bonds, net of BITRFHTERIE
paid related expenses HBRENWIEBER 61,129 12,825
Effect of foreign exchange rate changes, net JER& &) £ (F5E) 10,615 12,575
Net cash flows from financing activities BETHMENREREFE 243,655 18,312
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For the six months
ended 30 September
BEAA=+tHILEAMEA

2016 2015
—E-XE —E-RF
(Unaudited) (Unaudited)
(REER) (REEZ)
Notes HK$’'000 HK$' 000
Wit FTHT FAET
NET INCREASE/(DECREASE) IN CASH HeRBEESEEY
AND CASH EQUIVALENTS #m,/ i) FE 92,682 (43,197)
Cash and cash equivalents at beginning HURekR2SED
of period 300,709 170,058
Effect of foreign exchange rate changes, net JER& )5 & (F4) (8,609) (3,608)
CASH AND CASH EQUIVALENTS AT HABRERREEEY
END OF PERIOD 384,782 123,253
ANALYSIS OF BALANCES OF CASHAND RERREZEYEHRIN
CASH EQUIVALENTS
Cash and cash equivalents RBekBeEEY 384,782 123,253
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NOTES TO UNAUDITED INTERIM FINANCIAL
INFORMATION
30 September 2016 —E-ANFNA=FH
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CORPORATE AND GROUP
INFORMATION

Silver Base Group Holdings Limited (the “Company”)
was incorporated as an exempted company
with limited liability in the Cayman Islands on
12 September 2007. The registered office of the
Company is located at the office of 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 Room 1802-03, 18th Floor, Far East

Finance Centre, 16 Harcourt Road, Hong Kong.

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

and Chinese cigarettes.
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2.1 BASIS OF PREPARATION

The unaudited interim financial information of
the Company, which comprises the condensed
consolidated statement of financial position as at
30 September 2016, and the related condensed
consolidated statement of profit or loss, condensed
consolidated statement of comprehensive income,
condensed consolidated statement of changes in
equity and condensed consolidated statement of
cash flows for the six months ended 30 September
2016, and explanatory notes, has been prepared in
accordance with Hong Kong Accounting Standard
("HKAS") 34 Interim Financial Reporting issued
by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA"”) and the applicable
disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

The unaudited interim financial information does not
include all the information and disclosures required
in the annual financial statements, and should be
read in conjunction with the Group’s annual financial
statements for the year ended 31 March 2016.

2.1 REEE
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“E-RFAAZTRNEHAAHUB
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2.1 BASIS OF PREPARATION (continued)

Going concern basis

The Group recorded revenue and a consolidated
loss before tax of HK$392,528,000 (period ended
30 September 2015: HK$610,985,000) and
HK$130,500,000 (period ended 30 September 2015:
HK$26,736,000), respectively, for the six months
ended 30 September 2016. Excluding the write-
back of impairment, net of HK$4,532,000, the
Group recorded a consolidated loss before tax of
HK$135,032,000 for the period, which included (i)
provision for inventories in respect of write-down
to net realisable value amounting to HK$5,660,000
(period ended 30 September 2015: HK$16,547,000);
and (ii) share option expense amounting to
HK$5,842,000 (period ended 30 September 2015:
HK$9,090,000). These non-cash items had not
affected the Group’s operating cash flows. The
Group had net cash outflows used in operating
activities of approximately HK$131,037,000 (period
ended 30 September 2015: HK$90,991,000) for the
six months ended 30 September 2016.

As at 30 September 2016, the Group recorded
net current assets of HK$720,466,000 (31
March 2016: HK$820,631,000), which included
inventories of HK$1,030,441,000 (31 March
2016: HK$692,837,000), trade receivables of
HK$7,266,000 (31 March 2016: HK$23,013,000),
pledged deposits of HK$97,328,000 (31
March 2016: HK$75,000,000), cash and cash
equivalents of HK$384,782,000 (31 March
2016: HK$300,709,000), and outstanding bank
and other borrowings of HK$423,911,000
(31 March 2016: HK$222,000,000) and bills
payable of HK$595,218,000 (31 March 2016:
HK$615,000,000), which were due for repayment
or renewal within the next twelve months after 30
September 2016.
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2.1 BASIS OF PREPARATION (continued)

Going concern basis (continued)

The bills payable of HK$595,218,000 were arranged
in respect of the Group’s purchase prepayments to a
supplier and are due for repayment in January 2017
and March 2017. In the event that the cash flows
generated from the operating activities of the Group
are insufficient to pay the bills payables on the due
dates, the Group will negotiate with the grantor
bank in the People’s Republic of China (“PRC") for
the extension or renewal of the facilities.

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

In order to improve the Group’s liquidity and cash
flows to sustain the Group as a going concern,
the Group implemented or is in the process of
implementing the following measures:

(1) Bank and other borrowings

Subsequent to 30 September 2016, in October
2016, the Group has successfully renewed
the short-term other loan of RMB200 million
(equivalent to HK$232 million) which will be
due for repayment within twelve months from
the end of the reporting period.

The Group will actively negotiate with the PRC
banks and other lender for the renewal of
the Group’s PRC bank and other borrowings
and bills payable when they fall due to secure
necessary facilities to meet the Group’s working
capital and financial requirements in the near
future. The directors of the Company have
evaluated all the relevant facts available to
them and are of the opinion that there have
a good track record or relationship with the
banks and the lender which will enhance the
Group's ability to renew the Group’s PRC bank
and other facilities upon expiry.
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2.1 BASIS OF PREPARATION (continued)

Going concern basis (continued)

(2)

(3)

SILVER BASE GROUP HOLDINGS LIMITED | Interim Report 2016

Fund raising activities

The Group will actively seek opportunities to
carry out fund raising activities including but
not limited to issuance of bonds as alternative
sources of funding. Subsequent to the end
of the reporting period, the Group has issued
unlisted bonds with an aggregate principal
amount of HK$95,200,000 for the Group's

working capital.

Attainment of profitable and positive cash

flow operations

The Group is taking measures to tighten
cost controls over various costs and expenses
and to seek new investment and business
opportunities with the aim to attain profitable

and positive cash flow operations.

In order to enhance the Group’s online sale
and marketing channels for its winery products,
the Group has entered into various service
agreements with certain e-commerce platform
service providers, and operated an online
store. Besides, the Group has launched a liquor
industry oriented Business-to-Business platform
in the PRC in May 2016 to enhance the Group’s
services and support to business members and

promotion of the liquor products.

In addition, the Group will actively expand its
middle to low-end product lines for the existing
national brand in order to enhance market
position in the baijiu industry and diversify

sources of revenue.
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2.1

2.2

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

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

financial information on a going concern basis.

Should the Group be unable to continue as a going
concern, adjustments would have to be made to
write down the value of assets to their recoverable
amounts and to provide for any further liabilities
which might arise. The effect of these adjustments
has not been reflected in this unaudited interim

financial information.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation
of this unaudited interim financial information are
consistent with those followed in the preparation
of the Group’s annual financial statements for the
year ended 31 March 2016, except for the adoption
of the following revised Hong Kong Financial
Reporting Standards (“HKFRSs”) (which include all
Hong Kong Financial Reporting Standards, HKASs
and Interpretations) issued by the HKICPA for the
first time for the current period’s unaudited interim

financial information:

TE-AEPHES

2.1

2.2

im S (5
FERKEEE(E)

RERLER  NRAREEFRRAE
BHERHEEE S URNEALSERE
HIzMBEE MEMANKELERE
REREEZ TR BEENZHOERRG

=y
=]

=
==
&)

il

k=)

\] o

HMEREEREAFELEELELE
AREHREBEAREEZ BEMREHR
A E e R - 3B SR BEE L Z E
—JREFELEE - WERHBZFEY
ARAREEZTHRYHER DR -

FESETEX
BRAHARE R X M B ER G IRER
MEEGIMASBEMOATRETE
BPBHREEL ([ZEMBRSERD)
(BREABEEAMBHREER FEE
AHEARBRE) SN REAREESLT
M B EMMRAN G RRERAEN
SEEE_T-R"F-ZA=1T—BLLF
EMFEMBHREMAEAE B0

| REEEEZERERAQF

53




2.2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

Amendments to HKFRS 10,

HKFRS 12 and
HKAS 28 (2011)

Amendments to HKFRS 11

Amendments to HKAS 1

Amendments to HKAS 16

and HKAS 38

Amendments to HKAS 16

and HKAS 41

Amendments to HKAS 27
(2011)

Annual Improvements
2012-2014 Cycle

Investment Entities:
Applying the
Consolidation

Exception

Accounting for
Acquisitions of
Interests in
Joint Operations

Disclosure Initiative

Clarification of
Acceptable Methods
of Depreciation and
Amortisation

Agriculture: Bearer

Plants

Equity Method in
Separate Financial
Statements

Amendments to a
number of HKFRSs

The adoption of the revised HKFRSs has had no

significant financial effect on this unaudited interim

financial information.
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OPERATING SEGMENT INFORMATION

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

follows:

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

and foreign liquor series (“Liquors”); and

(i) the distribution of Chinese cigarettes and
the investment in a residential apartment for
its rental income potential (“Cigarettes and

others”).

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

measurement.

During the period ended 30 September 2016, the
financial results of the cigarettes and property
investment segments, which were reported
as separate segments in prior years’ financial
statements, are reported in aggregate under the
“Cigarettes and others” segment. Comparative
figures of the segment information have been
reclassified to conform with the current period’s

presentation.
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OPERATING SEGMENT INFORMATION

(continued)

Six months ended 30 September 2016

3.

KETHESR ()

BE-_ZE—X"EAA=+HILEAEA

(Unaudited) (REERK)
Cigarettes
Liquors and others Total
B BERHEM G
HK$' 000 HK$'000 HK$' 000
TET TER TER
Segment revenue: 2K
Sales to external customers HEZNEEP 389,368 3,160 392,528
Gain on disposal of property held for sale  HEHFEENE 7 W 1,651 - 1,651
Gain on disposal of items of property, HEME  BEREEEE
plant and equipment pa G 100 - 100
Foreign exchange gains, net INEE R s OFF) 287 - 287
Total &t 391,406 3,160 394,566
Segment results THEE (109,170) 693 (108,477)
Reconciliation: #E
Interest income F 2K 121
Other gains Hi s 7
Finance costs BMERA (22,151)
Loss before tax Bt RIE 1R (130,500)
Other segment information: Hit A HER :
Depreciation nE 2,144 19 2,163
Write-back of impairment allowance of B EIEUE 5B K
trade and bills receivables EWRER 2 RERE (7,479) - (7,479)
Impairment allowance of BRFIE R H M Y RIE
prepayments and other receivables ZRER 2,947 - 2,947
Provision for inventories in respect of BERRBZEERFEL
write-down to net realisable value FERE 5,660 - 5,660
Capital expenditure* BARY 6,141 - 6,141

* Capital expenditure consists of additions to

items of property, plant and equipment.
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3. OPERATING SEGMENT INFORMATION 3. BEDHMER (B)
(continued)
Six months ended 30 September 2015 BHE-_Z-—HhFNAA=THIL<EAR
(Unaudited) (RE&EZ)
Cigarettes
Liquors and others Total
B BEREM it
HK$' 000 HK$' 000 HK$' 000
THET TET FEL
Segment revenue: 2K
Sales to external customers HEZNEEP 609,405 1,580 610,985
Gain on disposal of an investment HEREME 2 W
property - 10,306 10,306
Total s 609,405 11,886 621,291
Segment results PBEE (23,083) 10,698 (12,385)
Reconciliation: HiE -
Interest income FE U 129
Finance costs BEMKAR (14,480)
Loss before tax BREATE B (26,736)
Other segment information: HittpHEH
Depreciation e 5,370 29 5,399
Loss on disposal of items of HENE BEKR
property, plant and equipment REBEEECEAR 691 - 691
Write-back of impairment allowance BEERESRER
of trade and bills receivables EYERZRERE (7,212) - (7,212)
Impairment allowance of T RIE K H e Lk
prepayments and other HEZRERRE
receivables 1,850 - 1,850
Write-back of impairment BEENTEREMD
allowance of prepayments [EYRIE 2 BE
and other receivables B (519) - (519)
Provision for inventories in BHEMRETER
respect of write-down to FECEERE
net realisable value 16,547 - 16,547
Capital expenditure* BARZ 2,668 - 2,668
*  Capital expenditure consists of additions to *  BARTHBEME - BEMKEERE
items of property, plant and equipment. HZARE -
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4. REVENUE, OTHER INCOME AND GAINS, 4. W > ER ARG

NET (F58)

Revenue represents the net invoiced value of WaRiEBREEEERLRE ZITNEN
goods sold, after allowances for returns and trade PEEMERFE-

discounts.

An analysis of other income and gains, net is as HMU A R a CFFE) AT
follows:

For the six months
ended 30 September
BEAA=+HLXEA

2016 2015
AL —E—hF
(Unaudited) (Unaudited)
(REERK) (REEER)

HK$'000 HK$' 000
FERT FHET
Gain on disposal of an HEREME W - 10,306
investment property
Gain on disposal of property LEREEEME WS
held for sale 1,651 -
Gain on disposal of items of HEWE - WERREER
property, plant and equipment paE 100 -
Bank interest income RITHF B WA 121 129
Foreign exchange gains, net SNESTE W Wizs OF58) 287 -
Others Hh 7 -
2,166 10,435
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5.

FINANCE COSTS

An analysis of finance costs is as follows:

A& R A
BERFZATMT :

For the six months

ended 30 September
BEAA=+HLAXEA

2016 2015

—E-XE —T—h%F

(Unaudited) (Unaudited)

(REEEXK) (REER)

HK$’ 000 HK$' 000

FERT FHET

Interest on discounted bills BRI IR 2§ B = 1,516
Interest on bank and other loans $R{TREME R 7 F 2 19,252 12,178
Interest on bond payables ERESH 2 FE 1,697 353
Others H A 1,202 433
22,151 14,480
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6. LOSS BEFORE TAX 6. BRBAEE
The Group's loss before tax is arrived at after REBOKRBABEENR (GTA) -

charging/(crediting):

For the six months

ended 30 September
BEAAR=+HLXEAR

2016 2015
ZE-RF —T-hF
(Unaudited) (Unaudited)
(REEX) (REEZ)
HK$’ 000 HK$' 000
FERT FHET
Depreciation: neE -
Property, plant and equipment e 2,163 5,382
Investment property wEME = 17
2,163 5,399
Cost of inventories sold** BEEFERA 316,758 502,056
Loss/(gain) on disposal of items of HEME « BE KX FEEE
property, plant and equipment ZEB () (100) 691
Write-back of impairment BEEWE S FAREREE
allowance of trade AR
and bills receivables* (7,479) (7,212)
Impairment allowance of TE A5 FRIA I H R IE
prepayments and other 2R E R E
receivables* 2,947 1,850
Write-back of impairment 1 (0] T8 1+ 5k 18 I H i fE KGRI
allowance of prepayments and 2B
other receivables* - (519)
Provision for inventories in E MR 2] 35 FE
respect of write-down to ZEERE A
net realisable value** 5,660 16,547
Foreign exchange differences, net SMNEE 5 258 (F58) (287) 264
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LOSS BEFORE TAX (continued) 6.

* Included in “Write-back of impairment, net” on
the face of the interim condensed consolidated
statement of profit or loss.

** Included in “Cost of sales” on the face of the
interim condensed consolidated statement of
profit or loss.

INCOME TAX 7.

No provision for Hong Kong profits tax has been
made as the Group did not generate any assessable
profits arising in Hong Kong during the period.
During the six months ended 30 September 2015,
no provision for Hong Kong profits tax had been
made as the Group had available tax losses brought
forward from prior years to offset the assessable
profits for that period. Taxes on profits assessable
elsewhere have been calculated at the rates of tax
prevailing in the countries or jurisdictions in which

the Group operated.

BREL A& B ()

AT HEAGHIEER Z[EE
AR CFER) ] -

> FATHEAAHBERRZIEE
A e

FRi&%
HRASERAALEEFAREEEZ
FERTEAE - R E|AF L BB FISHR
BE-RBE_Z-—HAFAA=+RHL
NER - ARAEE A AR B AEFE
ZABABRBERABHEZBARNZE
ARTCAE - e I B 1F B A5 A5 B
e REMERKMENERTENED
BAKBEZBEMENBRLADEERN
BITHMEAEBIE ©

For the six months
ended 30 September
BENA=THLEXREAR

2016 2015
AL —E—hF
(Unaudited) (Unaudited)
(REEX) (REEER)

HK$’' 000 HK$’' 000
FHET FAET
Current — Elsewhere ANHE—H b 5
Charge for the period HAER 82 -
Overprovision in prior years NEFEHRERE - (102,436)
Total tax charge/(credit) HARBEER,(ER)RHE
for the period 82 (102,436)
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EARNINGS/(LOSS) PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of the basic earnings/(loss) per
share amount is based on the loss for the period
attributable to ordinary equity holders of the
Company of HK$130,582,000 (period ended 30
September 2015: profit of HK$75,846,000), and
the number of ordinary shares of 2,272,808,946
(period ended 30 September 2015 (restated): the
weighted average number of ordinary shares of
2,098,645,015) in issue during the period.

The number of ordinary shares for the six months
ended 30 September 2015 for the purpose of
calculating basic earnings/(loss) per share amount
has been retrospectively adjusted for the bonus share
issue on the basis that one bonus share for every two
existing ordinary shares (the “Bonus Issue”) held by
the Company’s shareholders which took place on 2
August 2016. Details of the Bonus Issue are set out
in note 15.

No adjustment has been made to the basic loss per
share amount presented for the six months ended
30 September 2016 in respect of a dilution as the
share options outstanding had no dilutive effect on
the basic loss per share amount presented for the six
months ended 30 September 2016.

The calculation of the diluted earnings per share
amount presented for the six months ended 30
September 2015 was based on the profit for the
period attributable to ordinary equity holders of the
Company of HK$75,846,000. The weighted average
number of ordinary shares used in the calculation
is the number of ordinary shares for the six months
ended 30 September 2015, as used in the basic
earnings per share calculation, and the weighted
average number of ordinary shares assumed to had
been issued at no consideration on the deemed
exercise or conversion of all dilutive potential
ordinary shares into ordinary shares.
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BL) REBADETE®ERKRMEE
2,272,808,946R (BHEZE—_FT—hF LA
=+ HIEEEEEN)  Eimike i
T EH £2,098,645,0150%) 5H & o

HEBREART (BB BEZHE

i%é_fﬁfﬁjlﬂ :+E|JJ:/\“H T
BREEERRZZE—"FNAZHER
RERREFEMRIBE T BRIERE —
FRAT AR o EAEHE T 2 BEATAIAR ([ BE1TAT
B ) e B TR - BITARZFFIE
A FETS o

EmHBRE—E—AFNAZTEL
NER 252 SREABASEELAE
BISE 2 B - RE AR T 2 B
HRBZE-Z2—AFAA=+AILAME
A25z ERERERSELLEHE
yE-

wEE-_ET—RAFANA=THIEXEA
EWZ%&%%@W&%E&%W$A
Gl %%E%ﬁ?’iﬁﬁ/\ﬁﬁﬁﬂﬂﬁ 846,000
IR E  sTE P E AT AR K N
$ﬁ@%ﬁ —E-RAFNA=1+HIE
ANEAMNEEEEE (WERERNEF
ﬁﬁ%im%)u&ﬁ“a#%ﬁ
T eTBREGATERERAT
BREFAEE T BT TR hWM%¥
HE o




EARNINGS/(LOSS) PER SHARE 8
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY (continued)

The calculations of basic and diluted earnings/(loss)

per share are based on:

RAREBEREEFAARLE
BREF,(FR) (&)

SIREARHERF], (B5R) TR
TR -

For the six months
ended 30 September
BERA=THLXEA

2016 2015
ZE-RF —E—RF
(Unaudited) (Unaudited)
(REER) (REgEEZ)

HK$' 000 HK$' 000
FET FAET
Earnings/(loss) BF (Ei8)
Profit/(loss) attributable to ARaEBERFEA
ordinary equity holders FE RS (E1E)
of the Company (130,582) 75,846

Number of shares
KRG &R
For the six months
ended 30 September
BERA=1THLAXEA
2016 2015
—EB-RF —E-hF

Shares

Weighted average number of
ordinary shares in issue during
the period used in the basic
earnings/(loss) per share
calculation
(2015: restated to reflect the
effect of the Bonus Issue)

Effect of dilution

Weighted average number of
ordinary shares assumed to
have been issued at no
consideration on the deemed
exercise of all share options
outstanding during the period
(2015: restated to reflect the
effect of the Bonus Issue)

Vg
RETEBRER(E1E)
FERNHEARE T
EB R HE
“E-RFEEIMN
RREEITARNZE)

BETE
REEZMARITERERED
R EA AR RAR 1T I A
EETABTHERER
B DN 7 15 8K
—E-RFLEIMN
RERBEITABRNTE)

2,272,808,946 2,098,645,015

= 44,661,769

2,272,808,946 2,143,306,784
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10.

DIVIDEND

The Company’s directors do not recommend the
payment of any interim dividend for the six months
ended 30 September 2016 (period ended 30
September 2015: Nil).

INVENTORIES

BRE
ARREETRBRERE-T—AF
NAZFTRIEANEAZEFRHARS
(BE-Z-AFAA=TALEMA:
m) -

10. 8

30 September 31 March
2016 2016
—E-XREF —E-RF
AA=+HB =A=+—H

(Unaudited) (Audited)

(REEX) (gEiz)

HK$' 000 HK$' 000

THET FAT

Merchandise 5 1,030,198 692,578
Packaging materials BEME 243 259
1,030,441 692,837

At 30 September 2016, the Group’s inventories
and prepayment in aggregate of RMB409,147,000
(equivalent to HK$475,183,000) (31 March 2016:
RMB427,352,000 (equivalent to HK$512,822,000))
were pledged to secure bills payable (note 12). As
at 30 September 2016, the Group’s inventories of
RMB450,000,000 (equivalent to HK$522,630,000)
(31 March 2016: RMB250,000,000 (equivalent to
HK$300,000,000)) were pledged to secure interest-
bearing bank and other borrowings granted to the

Group (note 13).
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R-TE—XRENLA=Z1+H AHARKE
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11. TRADE AND BILLS RECEIVABLES

1. BREZFRIEREWREE

30 September 31 March
2016 2016
—E-XRE ZE-RF
hAA=+R =A=+—H

(Unaudited) (Audited)

(REBER) (REZ)

HK$’ 000 HK$' 000

FHExT FHET

Trade receivables FEUE 5588 195,330 220,388
Impairment allowance* BB B (188,064) (197,375)
7,266 23,013

Bills receivable B W E % 4,739 48,249
12,005 71,262

Included in the impairment allowance of trade
receivables is a provision for impaired trade
receivables in aggregate of HK$188,064,000
(31 March 2016: HK$197,375,000) with a
carrying amount before provision in aggregate of
HK$188,064,000 (31 March 2016: HK$197,375,000).
The impairment allowance was recognised based
on the Group's best estimate of amounts that are
potentially uncollectible. This determination requires
significant judgement. In making such judgement,
the Group evaluates, among certain economic
factors specific to each customer and other factors,
the historical and current period payment pattern
and creditworthiness of each customer, the default
rates of current period and prior years, aging of
receivables balances, and the latest communication
with individual customers. The Group has launched
a series of plans to communicate with individual
customers and manage the credit risk of the
customers. Management will closely monitor and
continue to pursue collection of those receivables.

TE-AEPHES

FEWE SRBORERET  21E5%
BERKE SFE (LR ERENER
B4 £ 75188,064,0008 7T (T — <
#=A=+—H :197,375,000/7T))
{EH A #£188,064,000/8 7T (= T — X
F£=H=+—H 197,375,000/ 7T)
WEE RERGERREASEHRA
A] B % W B & FE Y & FE (G AT M AR
ReiE—RENEKEZERHE -
EEHBBHENBRIED  AEEF
HE-AEFNABKEREZREM
A& EFBE SEFNBERR
HEEREANEE APERERBE
FEMENL R - BURFRIBELHNE
RARIEBAESEBOBRL - A
EEBEETRIAENEFERR
EREFEFERKRNTE - TEER
SEEEIW R Z S EUGER E U o
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11. TRADE AND BILLS RECEIVABLES

(continued)

# (continued)

During the six months ended 30 September 2016,
the Group has bought back inventories from one
distributor and the purchase consideration of
HK$1 million was offset with the Group’s trade
receivables due from this distributor which were
previously impaired. Besides, the carrying amount
before provision was decreased by HK$6 million for
previously impaired trade receivables denominated
in Renminbi (“RMB"”) due to the depreciation
of RMB during the period. As such, the related
impairment allowance on these trade receivables
of approximately HK$7 million in aggregate was
reversed during the six months ended 30 September
2016.

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 6 months. The Group seeks to maintain
strict control over its outstanding receivables.
Overdue balances are reviewed regularly by senior
management. Over 52% (31 March 2016: 25%)
of the trade and bills receivables balance as at 30
September 2016 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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11. TRADE AND BILLS RECEIVABLES 1. BERESFREREREZE

(continued) (#8)
An aged analysis of the trade and bills receivables at RS IR R B E 5 RIE R E R REE
the end of the reporting period, based on the invoice EEZHHENERBEREORE ST
date and net of provision, is as follows: N
30 September 31 March
2016 2016
—E-XF ZE—RF
hA=+B =A=+—H
(Unaudited) (Audited)
(REEZR) (&%)
HK$' 000 HK$' 000
FHER FHET
Within 2 months & A A 12,005 28,010
2 months to 6 months 1 A 2= 75 @8 A - 43,252
12,005 71,262
Included in the above trade and bills receivables as at FARZE-—R"RF=ZA=+—RH<
31 March 2016, amounts totalling HK$28,800,000 B SZREREREER &1
were discounted to banks in exchange for cash and 28,800,000/ 7T B M $R 17 BA B3 LA ENER
included as “Bank advance for discounted bills” & WA ARG E BRI K F 5
on the face of the interim condensed consolidated ATIRITREIR BT BF]

statement of financial position.
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12. TRADE AND BILLS PAYABLES

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:

12. BRNEZE

IE\EZJ*EH—,—}F‘

RBEMRREZBHNENES
REMRENREKEDTET

30 September 31 March

2016 2016

—NE —E-RF

hA=+H =ZA=+—H

(Unaudited) (Audited)

(REER) (&%)

HK$’000 HK$" 000

FET FHET

Within 1 month — @ AR - 546,986
1 month to 3 months —BAE=EA - 75,000
Over 3 months =EANRE 598,142 3,157
598,142 625,143

The trade payables are non-interest-bearing and are

normally settled on 90-day terms.

The bills payable are non-interest-bearing and with

365 days settlement terms.

As at 30 September 2016, the Group’s bills
payable of HK$595,218,000 (31 March 2016:
HK$615,000,000) were secured by the Group's
inventories and prepayment in aggregate of
RMB409,147,000 (equivalent to HK$475,183,000)
(31 March 2016: RMB427,352,000 (equivalent
to HK$512,822,000)) (note 10) and the Group's
pledged bank deposits of HK$97,328,000 (31 March
2016: HK$75,000,000).
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13. INTEREST-BEARING BANK AND OTHER

13. 5T ERITREMEE

BORROWINGS
30 September 2016 31 March 2016
—E-XFRA=t+H —E-RF=ZA=1+—H
(Unaudited) (Audited)
(REER) (K&%)
Contractual Contractual
interest rate interest rate
AHAE  Maturity  HK$'000 AHFE Maturity HK$'000
(%) Z®A FTEx (%) 38R FHET
Current
B
Bank loan - secured (note (a)) 120% of 2016 - 191,631 130% of 2016 222,000
ROTEH-BHEA (M 5EE) PBOC 2019 PBOC
HEARRT FEARRT
FE2120% FIZE2130%
Other loan - secured (note (b)) 15 2016 232,280 - - -
Hih B3 — B (b))
423,911 222,000
Notes: W1aE -
(@) The Group's bank loan denominated in RMB bore (@ AEBEUARBITERRITERES

interest at a rate of 120% of PBOC (31 March 2016:
130% of PBOC) per annum.

The Group's bank loan in the amount of
HK$191,631,000 (31 March 2016: Nil) containing
a repayment on demand clause are included within
current interest-bearing bank and other borrowings.

Based on the maturity terms of the bank loan, the
amounts repayable in respect of the bank loan are:
HK$46,456,000 (31 March 2016: Nil) payable within
one year and HK$145,175,000 (31 March 2016: Nil)
payable over one year.

The Group’s other loan denominated in RMB bore
interest at a rate of 15% per annum and would be
repayable in October 2016.

TE-AEPHES

BARIBITAIR Z2120% (T —XF
ZA=+—H FBRARRITAERZ
130%) 2 F A ZEET 8 ©

NEE A E0191,631,0008 0 (= F
—ANEFEZA=+—R:8) ZEBTER
BEAREREENER AR
BT RRITRHEMEE -

BIFRITE R Z B HER - ZB1TE
SKIBEE 2 ©F A+ 46,456,000/ T
(ZZE—XRE=ZA=+—8:8)AR
—FEN{EEM145,175,0008 7T (= F
—ANFEZA=t+ R E)BER—F%
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13. INTEREST-BEARING BANK AND OTHER 13. 5TERITREMEE (8)
BORROWINGS (continued)

As at 30 September 2016, the Group's interest- RZZ—XR"FNLA=Z+H A£EN
bearing bank and other borrowings are secured by BHRITRHEMEEAKEAEHAARKE
the Group’s inventories with cost in aggregate of 450,000,0007T (48 & $2522,630,000%
RMB450,000,000 (equivalent to HK$522,630,000) T (ZE—RE=A=+—H: AR%
(31 March 2016: RMB250,000,000 (equivalent to 250,000,0007T (48 & 300,000,000/
HK$300,000,000)) (note 10). TO))MAKEFE (KEE10) FEM -
As at 30 September 2016, the Group's secured bank R-ZZE—X"FAA=Z+H AEEWMAE
borrowing was supported by corporate guarantees ERBRITEERART ~ AQF—HM
executed by the Company, a subsidiary of the BARal kARG —EEEARMEILY
Company and a related company of the Company. NEERESR -
14. BOND PAYABLES 4. BHES
30 September 31 March
2016 2016

—E—-XE —E-RF
AA=+HB =ZA=+—H

(Unaudited) (Audited)
(REER) (re &%)
HK$' 000 HK$" 000
FERT FHET
Current B

Bond payables — unsecured JERE 75 — m iK1 2,163 -

Non-current FERE
Bond payables — unsecured ERT B — mIER 74,862 13,997
77,025 13,997
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14. BOND PAYABLES (continued)

During the six months ended 30 September 2016,
the Group issued bonds (the “2016 Bonds”) with
an aggregate principal amount of HK$74,300,000,
before related expense of HK$13,171,000, to certain
independent entities. The 2016 Bonds bear interest
at rates ranging from 5.5% to 7% per annum
and will mature in the period from June 2019 to
September 2020. The interest will be repayable by
the Group semi-annually from the issue dates of the

respective bonds and up to the maturity date.

During the year ended 31 March 2016, the Group
issued bonds (the “2015 Bonds”) with an aggregate
principal amount of HK$15,000,000, before related
expenses of HK$2,175,000, to certain independent
individuals. The 2015 Bonds bear interest at rates
ranging from 6% to 7% per annum and will mature
in the period from July 2017 to December 2022. The
interest will be repayable by the Group annually on
the anniversary of the issue dates of the respective

bonds and up to the maturity date.

Subsequent to the end of the reporting period, the
Group issued bonds with an aggregate principal
amount of HK$95,200,000 to certain independent
entities, as further explained in note 20 to the

unaudited interim financial information.

—2-

14. B ES (8)

REBE-_T—"FNLA=+THIEAE
A TmEERETBELEBETELRS
# /374,300,000 7T (CRINBRE A & A
13,171,000 7T) 2 &F ([Z T —RF
&%) o:%—/—\ﬁﬁ%’ﬁﬂ% 5%
E7%Z2FHEFBAHER T —NF
NAEZ Y_YEJLHZHHF‘W@ | ER o
AEEBREBESZITHRESEF
EBNFE BEEINHARLE -

REBEE_E—XR"F=ZA=+—HL®F
NS mE:Fﬁi/\:t%%ﬁ%@$é—f
# /315,000,000 7T (KRR EHEE A
2,175,0008 7T) 2 Ex ([ ZE—0LF &
%51  ZE—RFEHENT6%ET%
ZEMERABIER-_T—+FLAE
“ECCFTZAZHERNEIE - K&
BN EEESFEITRRZBAFRESF
BEFS  BEEINHAAL -

RMEBRRE AEBRETEYE
’é‘%%éfﬁ,ﬁ@zrké%ﬁtﬁ% 200,000/ 7T 2 f&
5 #E—SHBERREERFHVKE
BT sE20 5 BR ©
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15. SHARE CAPITAL 15.
30 September 31 March
2016 2016
—E-RE —E—RF
hA=+HB =ZA=+—H
(Unaudited) (Audited)
(REBER) (R®&%)
HK$’ 000 HK$' 000
FBT FiET
Authorised: VAT
100,000,000,000 100,000,000,0000%
(31 March 2016: (ZZ—RF
100,000,000,000) ordinary =A=+—H":
shares of HK$0.1 each 100,000,000,000% )
FREEC. 1B T
EORER 10,000,000 10,000,000
Issued and fully paid: BEITRER
2,272,808,946 2,272,808,9460%
(31 March 2016: (ZE—RF
1,515,205,997) ordinary =R=+—H8:
shares of HK$0.1 each 1,515,205,997/%)
FREEC.1B T
FOREFENS 227,281 151,521
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15. SHARE CAPITAL (continued)

A summary of the movements during the six months

ended 30 September 2016 in the Company's issued

share capital is as follows:

15. IR (48)

ARBEBETRARBE _ZT—RFh
A=tHLERNEAZEZSHHBMT

Number Share

of shares Issued premium
in issue capital account Total
2RTRGEE ERTRE ROBER @t
Notes HK$'000 HK$'000 HK$'000
i3 THER TER THEX
At 1 April 2015 RZE-RFWA—H 1,349,205,997 134,921 430,088 615,009
Placement of new shares  EEE k1 (@) 166,000,000 16,600 200,860 217,460
Share issue expenses BHETER - - (5,441) (5,441)
166,000,000 16,600 195,419 212,019

At 31 March 2016 and N -E-REZA=1-H

1 April 2016 k=—E-"EMA-H 1,515,205,997 151,521 675,507 827,028
Issue of bonus shares BITHR (b) 757,602,949 75,760 (75,760) -
757,602,949 75,760 (75,760) -
At 30 September 2016 R-Z-AENA=1H 2,272,808,946 227,281 599,747 827,028

TE-AEPHES
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15. SHARE CAPITAL (continued) 15. IR (&)

Notes:

(@ On 27 July 2015, the Company entered into a placing
agreement with a placing agent, pursuant to which
the Company has agreed to place up to 276,493,999
new ordinary shares of the Company of HK$0.1 each
through the placing agent at HK$1.31 per share.

On 7 August 2015, 166,000,000 ordinary shares
of HK$0.1 each were issued for cash at HK$1.31
per share pursuant to the placing agreement dated
27 July 2015 for a total cash consideration, before
related expenses, of HK$217,460,000.

(b)  On 14 June 2016, the board of directors of the
Company proposed to make to the shareholders of
the Company whose names appear on the register of
members of the Company on the record date of 25
July 2016 (the “Record Date”) on the basis of one
bonus share for every two existing ordinary shares
held by the Company’s shareholders by capitalising
the share premium of the Company. The Bonus Issue
was approved by the Company’s shareholders on 15
July 2016. Based on a total of 1,515,205,997 shares
in issue and on the basis of one bonus share for every
two existing ordinary shares held by the Company’s
shareholders on the Record Date, 757,602,949 bonus
shares were issued by the Company on 2 August
2016.

16. SHARE OPTIONS
On 22 April 2015, the Company granted
134,900,000 share options at an exercise price of
HK$1.09 per share to certain eligible directors of the
Company and other employees of the Group under
the share option scheme of the Company adopted
on 20 February 2009 (the “Scheme”).

On 28 September 2016, the Company granted
151,300,000 share options at an exercise price of
HK$0.64 per share to certain eligible directors of the
Company and other employees of the Group under

the Scheme.
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BERAEME. 1Bz LBk IIRER
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WEEIE TR 3B L 2 BR BT
RS BBESRE (CRNBHABE
M) A217,460,000/8 7T °

by MZE—XEXA+TH ARAE
FCEBERERARBNZRDEER
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BELBERERE -RARZEE AR
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([ A BIAARBREEMZ
ANARREREITAMR - BITLBKRER
—E-ANELtATRABEARFRE
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TRM A RIEBADARRER LB
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B2EE AQRARZZT—RENA
— B 317757,602, 949 AL P& o

BB AE

RZZE—RAFWA-+=-H AQAIR
BARRRZZETNF-_A =+ BEM
R B ([ZEtE)) mARFE
TEEREZERASEAMEERL
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B R AR R -

R-ZE—XELA-+N\B  XAFR
BZirgmMAArE TEEBEERA
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16. SHARE OPTIONS (continued) 16. BIRHE (&)

m=

The following share options were outstanding REBEEZZTE—-—R"FNLA=THIERE
under the Scheme during the six months ended 30 A-RBREZTE M ARITENBEREN
September 2016: ™
Weighted
average
exercise Number
price of
HK$ options
per share ‘000
In#EFGITEE BREHAR
gRET TR
At 1 April 2015 RZFE—RFMA—H - -
Granted 2R 1.09 134,900
Lapsed [ 1.09 (28,700)
At 31 March 2016 and A _TE—-RF=ZA=+—H
1 April 2016 RZZT—RFWMA—H 1.09 106,200
Adjusted [RAEE (0.36) 52,800
Granted [ gus! 0.64 151,300
Lapsed B R 0.75 (6,150)
At 30 September 2016 AZE—RNFNLA=1H 0.69 304,150
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16. SHARE OPTIONS (continued)

During the six months ended 30 September 2016,
the number of share options and its exercise price
are adjusted from 105,600,000 share options at
HK$1.09 per share to 158,400,000 at HK$0.73
per share as a result of the Bonus Issue as further

explained in note 15(b).

The fair value of the share options, which were
granted during the six months ended 30 September
2015 and the six months ended 30 September
2016, was HK$58,081,000 and HK$38,873,000,
respectively and the Group recognised share option
expenses of HK$5,842,000 during the six months
ended 30 September 2016 (period ended 30
September 2015: HK$9,090,000).

As at 30 September 2016, the Company had
304,150,000 share options outstanding, which
represented approximately 13% of the Company’s

shares in issue as at that date.
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16. BB (&)

REBE-_T—"FNLA=+THIEAE
A BRBITAR GE— S BRME
15(b)NEHER) - BEARAE 2 BB REITE
{8 2 §105,600,000/% A] 1% & % 1.097%
JLIT{E - #9 % /5158,400,0000% 7] & &
B%0.737 TLATHE -

REBEZE_ZT—HAFNA=THIEAMAE
ARBEZZ—R"FAA=TAHILER
BARAREHNBERENATFTEES NG
58,081,000/ T % 38,873,000/ T -
MAEBEERUREBEE_T - FN
A=Z=+tBHLEREABRERESZH
5,842,000 L (HHE=ZZT—RAF N A
=+ HIEREA 9,090,000 L) °

R-ZB—AFAA=Z+A ARAEH
304,150,0000% & =& 17 {5 & 8 A #& -
HERARANZENBETRGH
13% o




17. COMMITMENTS 17. &IE
The Group had the following capital commitments REBPRBREPRBUTEREIERE
and inventory purchase commitments at the end of BEFERE:

the reporting period:

30 September 31 March
2016 2016
—E-REF ZE-RF
AA=+HB =A=+—H
(Unaudited) (Audited)
(REFER) (&%)
Capital commitments HKS$'000 HK$' 000
EXERE THERT FET
Contracted, but not provided for: 5] 4918 R B4 :
Capital contribution ERNTHEER2HE
payable to PRC entities 27,776 30,259
Acquisition of items of property, HBEEYZ KFE L& EEE
plant and equipment 476 3,663
28,252 33,922
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17. COMMITMENTS (continued)

17. H¥E (&)

30 September 31 March

2016 2016

—E-XRE ZE-RF

AA=+HB =A=+—H

(Unaudited) (Audited)

Inventory purchase (REEZR) (&%)

commitments HK$'000 HK$" 000

BEFERE TR FAET

Within one year —F R 3,460,434 2,687,832
In the second to EFEFERF

fifth years, inclusive (BREEEMF) 4,880,196 5,989,815

Over five years HEFE 5,576,219 5,852,567

13,916,849 14,530,214

The Group had outstanding commitments amounting
to HK$71,323,000 (31 March 2016: Nil) as at the

end of the reporting period in respect of irrevocable

letters of credit.

R|EHR - AEE T EEE AR
MmA71,323,0008 L (=& —~F= A

=t+—H 8 ZNRERUKE
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18. RELATED PARTY TRANSACTIONS

(a)

8. B A RS

In addition to the transactions detailed (a)  BRANKREEZ P B E R E S0

elsewhere in this unaudited interim financial

information, the Group had the following

material transaction with a related party during

the period:

DFFHRH R BN - REBRAH
EERRARE T BEITATEARRS

For the six months

ended 30 September

BEAA=+THLAEA

2016 2015

—E-REF —E—RF
(Unaudited) (Unaudited)
(REER) (REEZ)

Note HK$'000 HK$' 000
M aF FHET FET
A related company R B H 5 &
beneficially owned by ([BEE]DER
Mr. Liang Guoxing s R:n]) NG
("Mr. Liang"):
Rental expenses paid to X FIRE(£EME)
Silver Base (Holdings) BRA A
Limited ("SBH") (MRE(KE)])
WHEER (i) 3,600 3,197
Note: Vo a
(i)  The rental expenses of a staff quarter 0) —EAEIBEMHEEZERTIR

were charged by SBH based on mutually
agreed terms at a fixed monthly amount of
HK$600,000 (period ended 30 September
2015: HK$532,800). 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.

BAEEREMOGK  BHRE(F
) &5 A EE £ %600,000%
T(EE-_E-RAENAA=1H
1EHAfE £ 532,800/ 7T ) AR © A
ARAEFRE HEBANZ2ZE
AEYENSERIMISHESmME
E o B SEBK EMRAITH
BEBERHERS -
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18. RELATED PARTY TRANSACTIONS
(continued)

(b)

Other transactions with related parties:

(i)

(ii)

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 via a trust arrangement.
On 1 November 2011, the Company,
Silver Base Trading and Development
(Shenzhen) Co. Limited (“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 2% equity interest of each
of the Partnerships on behalf of SBTS
as at 30 September 2016 and 31 March
2016. Up to 30 September 2016, 11 of
the Partnerships have been dissolved (31
March 2016: 8).

As at 30 September 2016, a related
company of the Company, which is
beneficially owned by Mr. Liang, has
provided a guarantee in favour of a bank
in the PRC for the Group's bank loan
of HK$191,631,000 (31 March 2016:
HK$222,000,000) as at 30 September
2016.

Details of the Group's bank and other
borrowings are set out in note 13 to the

unaudited interim financial information.

SILVER BASE GROUP HOLDINGS LIMITED | Interim Report 2016

(b)

8. BMtA RS (&)

BN T E MR 5

—~
=

(i)

A REEFHFERORIDAE
RAE ([REESERE (OF
N RRBEBxEE (BA
RAFIMITEERTERR
REAEMES  WAHEMEAR
ANAIMENBARIMNES)
HIREREKBEMZE
wE ([ErthEl) - BRI\
ErthiE RZTE—RFh
A=+RARZZE—X F=A
=+—HB  REBETAERR
EESER (R BESSE
KER2% B AER - BHE
—E-REAA=TH N
MEKREEBERH(ZE
—NFZA=1+—H:8f)-

]

RZZT—XR"ELA=1+8"
—HBEREEEEHEEZ
ARARBAB AR ALER
RZE—-—R"FALA=Z+
H 4191,631,000/ 7T (=
T-XNFZA=+—8:
222,000,000 70) 2 R1TE
A —EREERITIREE
R o

AEEMRITREMESERN
BN REEZ T RIS
BRMIEE13




18. RELATED PARTY TRANSACTIONS
(continued)

(o]

Commitment with a related party:

The Group has rental commitment with
SBH of HK$3,600,000 (31 March 2016:
HK$7,200,000), under a non-cancellable
operating lease falling due within one year (31

March 2016: within one year).

Outstanding balances with related parties:

(i)  Included in the Group’s “Prepayments,
deposits and other receivables” are a
rental deposit of HK$1,200,000 (31
March 2016: HK$1,200,000) and prepaid
rent of HK$3,126,000 (31 March 2016:
HK$2,539,000) placed with SBH. The
rental deposit to SBH is unsecured,
interest-free and is repayable at the end

of the lease term.

(i)  The amounts due to directors included
in the Group’s current liabilities are
unsecured, interest-free and have no fixed

terms of repayment.

(i) The amount due to a related party
represented a payable to a key
management personnel of HK$160,000
(31 March 2016: HK$160,000). The
balance included in the Group’s current
liabilities is unsecured, interest-free and

has no fixed terms of repayment.

TE-AEPHES

(0)

8. BMtA RS (&)

B B Bt O O RHE

AEERBER—FN(ZT—RF
=A=1+—H8:—FR)JHHEHT
AL EHEmEER (£E)
63,600,000 T (ZE—RFE=
A=+—H:7,200,000/7T) 8938
ERE-

B BB 75 1) R (B IR M) 5 85

—~
=

(i)

(iii)

AEBZ[ENRE Ke
REMEKKE] BER
MARERE(EE) N —FH
E % £1,200,000% T (=
T-XRNEZA=+—8:
1,200,000 7T) RIE{THE
3,126,000/ T (ZZF — R &
=HA=+—H:2,539,000%
TO) o FHRIRE (£E) &
HEZRSREER 280
Ko ZBPATEA) EABR fE R (EE

AEBEZRBEAEBEBREEN
EENE REFARER
2B REBEEESRSY -

JE 1<t A Bt 5 RROIE R R B A
—ZFEZEBABZRE
160,000 T (Z & — X F
=H=-+—H :160,000%
7)o WEBHAREE D
BEZAEKRREER £8
R B TE B AR o

REEBEZERAERAF



18. RELATED PARTY TRANSACTIONS 18. BBt AR5 (&)
(continued)
(e) Compensation of key management personnel (e) AEEFXEEIRABMM :
of the Group:

For the six months
ended 30 September
BEAA=Z+BHLAEA

2016 2015
—E-RF —T-hF
(Unaudited) (Unaudited)
(RBER) (REEZ)

HK$’000 HK$' 000
FET FAT
Salaries, allowances e EMEEMR G
and benefits in kind 15,958 15,119
Pension scheme RARTE B FT B4 3R
contributions 402 316
Equity-settled share DEREE o BREER
option expense 2,182 3,144
18,542 18,579
The balance includes emoluments of Ms. Luo EAEHBRREN T (BRAERL
Li, the spouse of Mr. Liang, of HK$1,021,000 R AR 89 % 811,021,000 7T
(period ended 30 September 2015: (BE-Z—AFNhA=THIH
HK$1,039,000). R : 1,039,000/ 7T) °
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19. LITIGATION

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

(equivalent to HK$23.3 million) in total.

According to a judgement dated 25 August 2015
issued by the PRC Court, the Group was liable to
buy back certain inventories from the Plaintiff with
a total consideration of RMB18.9 million (equivalent
to HK$22.0 million). The Group has filed an appeal
for such judgement to the PRC Court in September
2015. According to a judgement dated 7 January
2016 issued by the PRC Court, the appeal from the
Group was dismissed and the original judgement
dated 25 August 2015 was sustained.

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

from the Claim.

19. /R4

RZZ—=F+=8 AEE—REH
BREADRAEERREALBSE
THEENETETEEARZER ([
B3R ) % 7 5 B A R B A AR — R
BRAREHRR([ZAR]D -REA
ERAEESZRHEHARB201BET
(FHER23388B 1) MBERERE
RS o

REPBEERMEMREMR T —OF
NAZTHRBEMHR  XEBEARRE
ARBETHE  ARERARK18.9
BET(HER2.058%ET) - A5H
ER-E-RFNAARRZARA S EH
B ARZEBRE E5F o IRIBETBUAB AT
EHBERA-_FT—R"F-—ALAENH
R AREBEREO EIFRER B AR A
PHR-Z-HAFNAZTHBEMNRA -

RABAAGHR P BERELRER
B AEERREALAEQDABREE
EITRER - MAREHEKRARS AL
TAFE - ARAEFAR/EREHE
HrRHI AR PR R RABEELN
TEEREFL EMEE -
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20. EVENT AFTER THE REPORTING PERIOD

21.

Subsequent to the end of the reporting period, the
Group issued bonds with an aggregate principal
amount of HK$95,200,000 to certain independent
entities. The bonds bear interest at rates ranging
from 5.5% to 7% per annum and will mature in
2019 to 2020.

APPROVAL OF THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

The condensed consolidated interim financial
information was approved and authorised for issue
by the board of directors on 28 November 2016.

20.

21.
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