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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 2017 (the “Period under Review").

In the past two years, baijiu production and sales
continued to rise steadily, this not only proved the change
in the supply and demand pattern of the Chinese baijiu
market, but can also be regarded as the sign of recovery
for the baijiu industry. During the Period under Review,
the production and price control measures of high-end
baijiu staples made the entire baijiu market entered the
booming stage. With the satisfactory results of many
baijiu companies and the industry recovery of the industry,

overall sentiment has never been better.

In addition, the rise of e-commerce has also led to the
rapid development of the baijiu industry and brought
new changes. Since 2016, the Group launched the
revolutionary “Wine Kingdom.Cloud Partnership” B2B
platform (the “B2B platform”), which succeeded in
breaking new ground by not only greatly improved the
efficiency of the supply chain, but also induced industry
players entering the realm of e-commerce, making
e-commerce gradually became one of the major channels
for the domestic liquor sales. With the online business
successfully shared the sales of some traditional channels,
we expect the trading volume of online liquor platform
will increase substantially, which will benefit the long-term

sustainable development of the industry.
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SILVER BASE GROUP HOLDINGS LIMITED

During the Period under Review, the distribution channels
connecting alcohol staples, distributors and city retail
operators provided by the B2B platform operated
smoothly, which effectively compressed the various sales
channels and solved the problems of excessive circulations
as well as price increases at each distribution layer. As
at the reporting date, the Group’s B2B platform has
successfully tapped into more than 260 cities in China and
served nearly 130,000 tobacco speciality stores members,
penetrating into the baijiu consumption terminals

throughout China.

Looking ahead, the Group will continue optimising and
upgrading the maturing B2B platform at a modest pace.
We will, based on consolidating the “shared thinking”
philosophy, develop a two-tier expansion systems with
the city partners. One system will be for merging the
existing offline retail terminals with the online platform,
the other one will be of an open model for quick and in-
depth development of liquor distributors and staples. We
hope that, by further opening up the B2B platform we
will broaden our customer base. And with the focus on
mass consumption brands, we will actively introduce more
diversified arrays of staples to enrich the platform product
categories. We will also enhance logistics service quality
through intelligent logistics system, and by making full
use of the big data collected through our B2B platform,
we could offer more targeted marketing services for our
city partners and members. We will spare no effort in
establishing the B2B platform into China’s largest and
most comprehensive liquor operation system and one-stop

service provider.
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As an important part of the 5,000-year history of the
Chinese nation, baijiu occupies a unique position in
the Chinese people’s hearts and has inheritance a long
time. However, with the shift in consumption patterns
and upon the impact of the development of the Internet
and e-commerce, consumers and businesses are always
seeking a more convenient and diversified shopping
experience. China’s most traditional industry has to work
on getting smart, getting integrated and being innovative.
Being the only nationwide distributor in Chinese baijiu
industry, over the years, the Group is committed to quality
and reliable brand, perfect service and diversified and
innovative sales platform to promote our business. We
are confident that the B2B Platform can effectively play
its role to consolidate the industry, further promote the
integration of the Internet with traditional sales channels
and encourage resources sharing. As such, the baijiu
industry can continue its healthy and long-term sustainable
development in the new ecological environment and
create greater value for our shareholders, the Group, the

customers and the community.

Liang Guoxing

Chairman

27 November 2017
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW
Overview

For the six months ended 30 September 2017 (the “Period
under Review”), the Group recorded a total revenue of
approximately HK$740.7 million (corresponding period
in 2016: HK$392.5 million), representing an increase
of approximately 88.7%. Excluding the provision for
inventories, during the Period under Review, the Group’s
gross profit was approximately HK$128.2 million
(corresponding period in 2016: HK$75.8 million). The
gross profit margin before provision for inventories was
approximately 17.3% (corresponding period in 2016:
19.3%), while the loss attributable to the ordinary equity
holders of the Company was approximately HK$39.3
million (corresponding period in 2016: HK$130.6 million).
Basic and diluted loss per ordinary share were both
approximately HK1.73 cents (corresponding period in
2016: HK5.75 cents).

During the Period under Review, the revenue generated
from the PRC market and the international market
accounted for approximately 72.5% (corresponding period
in 2016: 71.6%) and approximately 27.5% (corresponding
period in 2016: 28.4%) of the Group’s total revenue

respectively.

Interim Report 2017 8

EEENWE DN

EF AEIE

5
BE-_Z—+tFNA=Z+THLEANEA(EE
Al  AEBESRBSBRKENTA0.78 BE
T(ZE—AFRH:392588%FT) &
AFEIMKIS8T7% - M FERBEHAZE -
REIBEEA - AEENEFL12828EE T
(ZZ—REFERHP: 758888 T)  TER
BRI EFNERN173% (ZT—~FRH:
19.3%) - ARRIEBEERFFE ARGLEE
2393 B BT (ZE—XFRH 13067
BT  c BREAREEEEHL1.7354
ZZT—NERHB : 5.758M) -

BIEMA - REFE TS REGEAEEE
W #172.5% (ZZE—RFERH:71.6%) * XK
B BB i35 B W 2 AN & B A I 5 4927 .5%
(ZZ—RFREH:284%) °



Baijiu Business

During the Period under Review, the price of high-
end baijiu continued to rise, the inventory level was
reasonable and the industry gradually entered the new
booming cycle under favourable development trend.
Upon the consumption upgrade, marketisation of baijiu
will intensify, particularly high-end baijiu. Active personal
and business consumption, increasing proportion of mass
consumption, as well as the products’ brand influence
and high price-to-quality value will have a more obvious
impact on sales and will become the major driving force
for the baijiu industry growth. In terms of sales channels,
destocking achieved remarkable results and e-commerce
channels are gradually maturing. Among which, the
internet-based fast moving consumer goods (FMCG) B2B
platforms are getting more popular, which attract more
capital and enterprises to begin paying attention to or set
foot in this area. On the other hand, users also gradually
established their online purchasing habits through

e-commerce platforms.

Wine Kingdom B2B Platform

During the Period under Review, the Group strictly
adhered to its cost control guidelines, moderated the
development and construction of the Wine Kingdom B2B
platform (the “B2B platform”) and focused on cultivating
existing distribution network and members. Currently,
the Group maintains its coverage of about 260 cities with
approximately 130,000 tobacco specialty store members.
The Group allocated resources in improving the platform
experience, platform operations, personnel training and
product line expansion, for the stable and sustainable

development of the B2B platform.
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SILVER BASE GROUP HOLDINGS LIMITED

During the Period under Review, the Group continued to
optimise the functions and operational management of
the B2B platform. The Group cooperated with WeBank,
launched We-wallet, We-payment, We-finance functions
on the B2B platform. In addition, the Group launched
“Zui Xinyi” Wechat social gift card during festival seasons
to achieve the internet fragmentation marketing. During
the Period under Review, the Group organised various
platform events, anniversary celebrations, B2B internet
carnival etc, to further boost platform sales by introducing
more diversified promotion activities to expand platform

brand influence and enhance users’ loyalty.

In respect of product line expansion, the Group will
continue the development and construction of the B2B
platform and base on the current sales model, to further
open up the platform for in-depth cooperation with liquor
distributors/staples. That means other liquor distributors/
staples can also sell their own products through the
B2B platform and upgrade their existing offline service

capabilities.
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In terms of staff training, the Group has always focused
on the professionalism of back-office staff. Upon the
expansion and enhancement of the functions, services and
products of the B2B platform, during the Period under
Review, the Group actively strengthened staff training
for all aspects including product knowledge, platform
operations and service attitude. Other skills including the
account opening for operators and suppliers, product
slotting operations, the product dispatch operations, users’
order placing, financial settlement and other business
training were included, to ensure the Group’s staff are
well aware of platform updates and operations in order
to provide better services and shopping experience, and
to further promote B2B platform sales through superior

service quality.

Wine, Sugar and Cigarettes Business

China’s wine market and consumption grew rapidly in
recent two years. The consumption habits of the middle
class and the younger generation have changed due
to the popularisation of wine knowledge and the rapid
development of e-commerce, making China gradually
became one of the major wine consumers around the
world. Although the management of the Group believes
that the outlook for wine in China is optimistic and
promising, the Chinese wine market is different from the
Chinese baijiu market. Much time is needed for highly
recognisable brands to emerge from the China’s wine
industry which are comparable to the status of Moutai and
Wuliangye in China’s liquor industry. Management will
pay close attention to market development and changes
and make appropriate plans and adjustments. During
the Period under Review, the Group established a new
department for other products, which included the sales
of sugar. The revenue of the cigarette business during the
Period under Review was similar to the same period of last

year.
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SILVER BASE GROUP HOLDINGS LIMITED

E-Commerce Business

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

Outlook and Future Development

China’s wine industry will face further transformation
and upgrading, channels changing in the direction of
B2B platform model is the dominating trend. From the
sales data, liquor e-commerce industry, after experiencing
stages of competition, merger and acquisitions and
active consolidation and strategic cooperation in recent
years, has successfully seized the sales share from some
traditional offline channels, and has achieved a substantial
increase in the scale of online transactions. In 2013,
the trading volume of liquor e-commerce business was
RMB7.0 billion, a growth rate of 69.4% in 2016 with a
total sales volume of RMB30.5 billion. In 2017, the trading
volume of liquor e-commerce transactions is expected to
reach RMB53.4 billion. In 2018, it is expected to exceed
RMB70.0 billion*. The Group will make full use of its own
advantages with the aim to enhancing the comprehensive
service capabilities and competitiveness of the B2B
platform, integrating “shared thinking” philosophy and
working together with hundreds of liquor distributors in
the next few years to build the largest liquor B2B platform
in China, serving hundreds of cities in China and millions
of retail terminals with full range of operating systems and

one-stop services.

*  http://www.jiemian.com/article/1376927.html
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B2B platform adopts a light asset model, which fully
integrates the existing market resources, increases the
value through the sharing mode, and creates greater

value.

In the retail terminals coverage, B2B platform will develop
a two-tier expansion system with city partners. Among
which, one system will be for merging the existing offline
retail terminals with the online platform, the other one will
be of an open model for quick and in-depth development
of remaining liquor distributors and staples to develop a

broader customer base.

From the Group’s product sources perspective, B2B
platform will, on the basis of products under staples and
city partners, focus on the mass consumption brands, and
actively introduce various models including direct brand
supply and overseas procurement for rapid enrichment of

platform products categories.

In terms of logistics and distribution systems, B2B
platform will integrate the existing warehousing and
logistics system of city partners and connect to intelligent
management system to achieve sharing of warehouses
and distribution systems among city partners of the same

region for enhanced logistics services experience.

B2B platform will make full use of the big data
accumulated through the platform to implant more related
value-added features, and provide targeted marketing

services to its partners and business members.
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SILVER BASE GROUP HOLDINGS LIMITED

Enhance management quality to achieve sustainable
long-term development

In terms of operation management, the Group reallocated
its resources during the Period under Review to actively
develop and promote the B2B platform and consolidate
other existing businesses, so as to expand the scale in
an orderly manner. To cope with the business growth,
the Group will further strengthen its internal control and
adopt a more prudent financial management and cost
control strategy to strictly control its operating expenses
and maintain a sound financial foundation in order to

achieve sustainable long-term growth.

The Group’s management believes that the new marketing
model will bring tremendous benefits to the Group and
the entire industry. We will work hard to build the B2B
platform into the largest B2B platform for Chinese liquor
products in the future. 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, the 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, employees and customers for

their continuous support.
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FINANCIAL REVIEW

Revenue and Gross Profit

The Group generates its revenue primarily from sales
of high-end liquors. For the six months ended 30
September 2017, the Group recorded a total revenue of
approximately HK$740.7 million, representing an increase
of approximately 88.7% compared to a total revenue
of approximately HK$392.5 million for the six months
ended 30 September 2016. For the six months ended 30
September 2017, approximately 72.5% of revenue was
derived from the PRC market (corresponding period in
2016: 71.6%).

The Group’s revenue derived from the distribution of
liguors represented approximately 81.1% of the total
revenue for the six months ended 30 September 2017
(corresponding period in 2016: 99.2%) while the revenue
derived from the distribution of sugar and cigarettes
represented approximately 18.9% of the total revenue for
the six months ended 30 September 2017 (corresponding
period in 2016: 0.8%).

The Group’s gross profit for the six months ended 30
September 2017 approximately was HK$124.1 million
(corresponding period in 2016: HK$70.1 million). The
increase in gross profit was mainly due to the significant
increase in sales volume during the period. Excluding
the factor of provision for inventories, the Group’s gross
profit for the six months ended 30 September 2017 was
approximately HK$128.2 million (corresponding period
in 2016: HK$75.8 million), the gross profit ratio before
provision for inventories approximately was 17.3%

(corresponding period in 2016: 19.3%).
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SILVER BASE GROUP HOLDINGS LIMITED

Other Income and Gains, Net

Other income and gains, net amounted to approximately
HK$0.3 million for the six months ended 30 September
2017 (corresponding period in 2016: HK$2.2 million).
Such decrease was mainly due to the gain on disposal
of property held for sale incurred during the six months
ended 30 September 2016.

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$90.7 million (corresponding period in
2016: HK$149.9 million) accounting for approximately
12.2% (corresponding period in 2016: 38.2%) of the
revenue of the Group for the six months ended 30
September 2017. Such decrease was mainly due to the
non-recurring expenses related to the establishment of the
B2B Platform and B2B conference events incurred during

the six months ended 30 September 2016.

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$42.8 million (corresponding period in 2016: HK$35.2
million) accounting for approximately 5.8% (corresponding
period in 2016: 9.0%) of the revenue of the Group for the
six months ended 30 September 2016. Such increase was
mainly due to the increase in equity-settled share option

expense and office expenses.
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Write-back of Impairment/(Loss from
Impairment), Net

Loss from impairment, net amounted to approximately
HK$5.2 million (corresponding period in 2016: write-back
of impairment, net of HK$4.5 million) for the six months
ended 30 September 2017. The change was mainly due to
the increase in impairment allowances of trade receivables

arising from the appreciation of Renminbi (“RMB").

Finance Costs

Finance costs amounted to approximately HK$24.8
million (corresponding period in 2016: HK$22.2 million)
representing approximately 3.4% (corresponding period
in 2016: 5.6%) of the Group’s revenue for the six months
ended 30 September 2017. The finance costs include
interest on bank, trust receipt and other loans and interest
on bond payables. Such increase was mainly due to the

increase in interest on bond payables.

Income Tax Expense

No provision for Hong Kong profits tax has been made for
the period as the Group has available tax losses brought
forward from prior years to offset the assessable profits
generated during the period. During the six months
ended 30 September 2016, no provision for Hong Kong
profits tax had been made as the Group did not generate
any assessable profits arising in Hong Kong during 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.

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 2017 amounted to
approximately HK$39.3 million (corresponding period in
2016: HK$130.6 million).
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SILVER BASE GROUP HOLDINGS LIMITED

Dividends

The Company did not pay any interim dividend for the six
months ended 30 September 2016 and any final dividend
for the year ended 31 March 2017.

The Board does not recommend the payment of any
interim dividend for the six months ended 30 September
2017.

Inventories

As at 30 September 2017, the Group’s inventories
was approximately HK$652.6 million (31 March 2017:
HK$697.8 million). Such decrease was mainly due to the

sharply increase in sales volume during the period.

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 and short credit terms granted by
the Group to 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$190.4 million (31 March
2017: HK$182.7 million) had been made by the Group as
at 30 September 2017.
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As at 30 September 2017, the trade and bills receivables
net of provision were approximately HK$16.6 million (31
March 2017: HK$99.6 million). Approximately 16.3%
of the net trade and bills receivables were aged within
two months as at 30 September 2017 (31 March 2017:
83.4%). 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

(i) actively pursue cash-transaction business such as

e-commerce and TV shopping and B2B business.

Up to the date of this report, the Group's subsequent
settlement of the trade and bills receivables was

approximately HK$16.6 million.

Trade and Bills Payables

As at 30 September 2017, the trade and bills payables was
approximately HK$463.4 million (as at 31 March 2017:
HK$444.3 million). The increase in trade and bills payables
was mainly due to the increase in outstanding bills payable
arising from the appreciation of RMB as at 30 September
2017.
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SILVER BASE GROUP HOLDINGS LIMITED

Liquidity and Financial Resources

As at 30 September 2017, the Group had cash and cash
equivalents of approximately HK$599.4 million (31 March
2017: HK$356.9 million), approximately 74.1% (31
March 2017: 73.2%) of which was denominated in RMB,
approximately 22.3% (31 March 2017: 15.6%) of which
was denominated in Hong Kong dollars and approximately
3.6% (31 March 2017: 11.2%) of which was denominated
in other currencies. The increase in cash and cash
equivalents was mainly due to the increase in cash
generated from operating activities and proceeds from
issue of bonds. As at 30 September 2017, the Group’s net
current assets were approximately HK$1,186.6 million (31
March 2017: HK$998.5 million).

Capital Structure of the Group

Total interest-bearing bank borrowings as at 30 September
2017 was approximately HK$123.6 million (31 March
2017: HK$213.3 million). The interest-bearing bank
borrowings included trust receipt loans and bank loan. All
(31 March 2017: 76.6%) of the total interest-bearing bank
borrowings was denominated in RMB and nil (31 March
2017: 23.4%) of which was denominated in United States

dollars.

The Group’s bank loan was denominated in RMB. The
Group’s bank loan in the amount of approximately
HK$123.6 million (31 March 2017: HK$163.3 million)
containing a repayment on demand clause is included

within current interesting-bearing bank borrowings.

Based on the maturity terms of the bank loan, the
amounts repayable in respect of the bank loan are:
approximately HK$88.3 million (31 March 2017: HK$56.3
million) repayable within one year and approximately
HK$35.3 million (31 March 2017: HK$107.0 million)

repayable over one year.
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During the period under review, the Group issued
bonds with an aggregate principal amount of
approximately HK$216.6 million, before related
expenses of approximately HK$37.8 million, to
certain independent entities and individuals. The
bonds bear interest at rates ranging from 6% to
7% per annum and will mature in period from
May 2019 to October 2024. The interest will be payable by
the Group semi-annually or annually from the issue dates

of the respective bonds and up to the maturity date.

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

Review.

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

considered unnecessary.

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

balances are placed with reputable financial institutions.
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SILVER BASE GROUP HOLDINGS LIMITED

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 borrowings,
trade and bills payables, deposits received, other payables
and accruals, bank advance for discounted bills, amounts
due to 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 2017, the gearing ratio was approximately
43.7% (31 March 2017: 52.5%).

Employment and Remuneration Policy

The Group had a total work force of 330 employees
in Hong Kong and the PRC as at 30 September 2017
(31 March 2017: 357 employees). The total salaries
and related costs (including Directors’ fee) amounted
to approximately HK$57.8 million for the six months
ended 30 September 2017 (31 March 2017: HK$103.3
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.
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On 5 May 2017 (the “Date of Grant 1”), the Company
granted share options to certain employees of the Group
to subscribe for a total of 80,000,000 ordinary shares
of HK$0.10 each in the capital of the Company under
the Share Option Scheme. The exercise price is HK$0.50
per share. Of which, a total of options to subscribe
15,000,000 ordinary shares of HK$0.10 were cancelled
on 7 July 2017. 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 1.

On 6 July 2017 (the “Date of Grant 2”), the Company
granted share options to a Director, certain associates
of a substantial shareholder of the Company and certain
employees of the Group to subscribe for a total of
26,000,000 ordinary shares of HK$0.10 each in the capital
of the Company under the Share Option Scheme. The
exercise price is HK$0.52 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 2.

As at 30 September 2017, the number of share options
to subscribe for a total of 291,100,000 shares in the
Company, representing approximately 12.8% of the
number of issued ordinary shares of the Company, may
still be granted under the Share Option Scheme as the

date of this report.
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SILVER BASE GROUP HOLDINGS LIMITED

CORPORATE GOVERNANCE CODE AND
OTHER INFORMATION

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has applied the principles and complied with
the code provisions (“Code Provision”) 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 2017.

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
has ceased the position of the chief executive officer of
the Group with effect from 27 June 2017. Following the
appointment of Mr. Yan Jun as chief executive officer
of the Group on the same date, the Company has re-

complied with Code Provision A.2.1 of the Listing Rules.

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 2017.

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

In December 2013, one distributor of the Group (the
“Plaintiff”) filed a claim to a District People’s Court in
the PRC (the “PRC District People’s Court”) against one
of the Group’s subsidiaries in the PRC in relation to the
Group’s obligation to buy back certain inventories from
the Plaintiff (the “Claim”). The Plaintiff demanded the
purchase consideration and related compensation from the
Group of RMB20.1 million (equivalent to HK$23.7 million)
in total.

According to a judgement dated 25 August 2015 issued
by the PRC District People’s Court, the Group was liable
to buy back certain inventories from the Plaintiff with
a total consideration of RMB18.9 million (equivalent to
approximately HK$22.2 million). The Group has filed an
appeal for such judgement to the PRC District People's
Court in September 2015. According to a judgement
dated 7 January 2016 issued by the PRC District People’s
Court, the appeal from the Group was dismissed and the
original judgement dated 25 August 2015 was sustained.

At the date of approval of 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 financial statements to cover any
potential liabilities arising from the Claim.

AUDIT COMMITTEE

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

The Audit Committee along with the management of the
Company has reviewed the unaudited interim financial
statements for the six months ended 30 September 2017
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
2017 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. Chen Xiaoxu. Mr. Hung Sui Kwan is the chairman of

the Compliance Committee.

INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the six months ended 30 September
2017 (for the six months ended 30 September 2016: Nil).

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
2017.
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BOARD OF DIRECTORS
The Directors during the period and up to the date of this

report are as follows:

Executive Directors

Mr. Liang Guoxing (Chairman)
(resigned as the chief executive officer on 27 June 2017)
Mr. Yan Jun (Chief Executive Officer)
(appointed as the (i) chief executive officer on 27 June 2017
(if) an executive Director on 14 July 2017)

Ms. Chen Xiaoxu (Chief Financial Officer)
(appointed on 14 July 2017)

Mr. Wang Jindong
(resigned on 14 July 2017)

Ms. Cheung Mei Sze
(retired on 18 August 2017)

Non-executive Directors

Mr. Wu lJie Si
Mr. Chen Sing Hung Johnny

Independent Non-executive Directors

Mr. Hung Sui Kwan
Mr. Ma Lishan
Dr. Lee Kwok Keung Edward

CHANGE IN INFORMATION OF DIRECTORS
Upon specific enquiry by the Company and following
respective confirmations from the Directors, there is no
change in the information of the Directors required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules
since the publication of the Company’s annual report for
the year ended 31 March 2017.
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SILVER BASE GROUP HOLDINGS LIMITED

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

As at 30 September 2017, 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
(i) which
were required, pursuant to section 352 of the SFO, to be

taken under such provisions of the SFO); or

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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Shares of the Company
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Approximate

percentage or
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Number or attributable
attributable percentage of
number of shareholding
shares held or of the
Name of Director short positions Position Nature of interests Company
RAER B RE
s B R D BAERBES L
EERXSHE ¥ EatE REMBE DL
Liang Guoxing 275,895,000 (Note 1) Long Interest in controlled 12.14%
corporation
; 275,895,000 (#7151 1) R MEEEE 2w
720,318,750 (Note 2) Long Founder and beneficial 31.69%
object of a discretionary
trust
720,318,750 (f7a2) e EREFRZEMA
REZ@A
2,050,000 (Note 3) Long Family interest 0.09%
2,050,000 (#75£3) Sy} EN-T
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SILVER BASE GROUP HOLDINGS LIMITED

Share Options

Name of Directors

(i) B8R HE

Underlying
shares pursuant
to the share
options as at 30
September 2017

Approximate
percentage or
attributable
percentage of
shareholding of
the Company

RZE—tFhA i NI
=+ HBREMYS BHAERE D
EBHE R 2B G HRE ST S
Yan Jun (Notes 4 & 6) 20,000,000 0.87%
B 1& (B at4kk6)
Chen Xiaoxu (Notes 4 & 6) 1,500,000 0.06%
PR ESE B (M 774 26)
Wang Jindong (Notes 4 & 7) 17,000,000 0.74%
TER(HiFak7)
Cheung Mei Sze (Notes 4 & 8) 5,000,000 0.21%
BEXB (HiFaRzs)
Wu Jie Si (Note 4) 1,500,000 0.06%
RER (Wit4)
Chen Sing Hung Johnny (Note 4) 750,000 0.03%
B Bt & (Y 7t4)
Joseph Marian Laurence Ozorio (Notes 4 & 5) 750,000 0.03%
A (I ita % 5)
Hung Sui Kwan (Note 4) 1,500,000 0.06%
HIm R (1 iE4)
Ma Lishan (Note 4) 750,000 0.03%
B (ffF4)
Lee Kwok Keung Edward (Note 4) 750,000 0.03%

FE 5% (A it4)
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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 and the
Chairman of the Company.

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.

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

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

Mr. Joseph Marian Laurence Ozorio, a non-executive
Director passed away on 9 January 2017 (the “Date
of Cessation”). Pursuant to the Share Option Scheme,
the share options immediately vested at the Date of
Cessation to his legal personal representative, who
was entitled to exercise the option within a period of
12 months from the Date of Cessation.

Mr. Yan Jun and Ms. Chen Xiaoxu were appointed as
executive Directors on 14 July 2017.

Mr. Wang Jindong resigned as an executive Director
on 14 July 2017.

Ms. Cheung Mei Sze retired as an executive Director
on 18 August 2017.
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SILVER BASE GROUP HOLDINGS LIMITED

Save as disclosed above, as at 30 September 2017,
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 (i) which were required, pursuant to section 352
of the SFO, to be entered in the register referred to
therein; or (iii) which were required to be notified to
the Company and the Stock Exchange pursuant to

the Model Code contained in the Listing Rules.

SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN SHARES AND UNDERLYING SHARES

So far as is known to the Directors and the chief executive
of the Company, as at 30 September 2017, the following
persons (not being Directors or chief executive of the
Company) had, or were deemed to have, interests or
short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under
Section 336 of the SFO, or as otherwise notified to the
Company and the Stock Exchange:
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Approximate

percentage or

Number or attributable
attributable percentage of
number of shareholding
Name of shares held or Nature of of the
shareholders short positions Position interests Company
RN B R ER
5 S HE 4G R 4D WEREDL
RERERB BERXEHE ¥4 EEME RELEDL
Keen Pearl Limited 275,895,000 (Note 1) Long Beneficial Owner 12.14%
Keen Pearl Limited 275,895,000 (#7151 1) HE BEREAA
Yinji Investments Limited 720,318,750 (Note 2) Long Beneficial Owner 31.69%
Yinji Investments Limited 720,318,750 (4752) e BEnEAA
Grand Base Holdings 720,318,750 (Note 2) Long Interest in controlled 31.69%
Limited corporation
Grand Base Holdings 720,318,750 (#15t2) e RN EE 2R
Limited
HSBC International 720,318,750 (Note 2) Long Trustee of 31.69%
Trustee Limited discretionary trust
ELBEBRETARAR 720,318,750 (ffi#2) A PREFREZXFEA
Luo Li 722,368,750 (Notes 2 & 3) Long Beneficial object of a 31.78%
discretionary trust,
beneficial owner
gl 722,368,750 (Ait2k3) R PREFRZEEA
EnlAA
Liang Gia Li Melody 720,318,750 (Note 2) Long Beneficial object of a 31.69%
discretionary trust
R 720,318,750 (H1it2) HaE EREFRZXHEA
Liu Yang 318,167,000 (Notes 4 & 5) Long Interest in controlled 13.99%
corporation,
beneficial owner
EIPS 318,167,000 (A4 X25) W& MEPEE 2 e -
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Approximate

percentage or

Number or attributable
attributable percentage of
number of shareholding
Name of shares held or Nature of of the
shareholders short positions Position interests Company
RN B R ER
5 S HE 4G R 4D WEREDL
RERERB BERXEHE ¥ EEME RELEDL
Atlantis Capital 318,167,000 (Note 4) Long Interest in controlled 13.99%
Holdings Limited corporation
("Atlantis Capital”)
AREREBRAERRART 318,167,000 (#/i74) Ha MEFEEE 2 S
(TEREAR])
Riverwood Asset 205,603,000 (Note 5) Long Interest in controlled 9.05%
Management corporation
(Cayman) Ltd
Riverwood Asset 205,603,000 (#17#5) e REIEE 2
Management
(Cayman) Ltd
Central Huijin 846,213,750 (Notes 6 & 7) Long Interest in controlled 37.23%
Investment Ltd. corporation
hRESKRE 846,213,750 (f1:16/%7) sy} REEEE 2
EREEERAFA
China Construction 846,213,750 (Notes 6 & 7) Long Interest in controlled 37.23%
Bank Corporation corporation
BB ER SR 1T 846,213,750 (f1it6 5 7) R MRFEEE 2 S
SR =] S NC]
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Notes:

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

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

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

Pursuant to the disclosure of interests notices filed by each
of Ms. Liu Yang and Atlantis Capital on 15 November
2016, among others, Atlantis Investment Management
(Hong Kong) Limited (“Atlantis Investment)”) was disclosed
as having direct interest in 318,167,000 shares and was
wholly-owned by Ms. Liu Yang. Therefore, Ms. Liu Yang
and Atlantis Capital are deemed to be interested in the
shares held by Atlantis Investment.

Pursuant to the disclosure of interests notices filed by
each of Ms. Liu Yang and Riverwood Asset Management
(Cayman) Ltd on 27 January 2017, among others,
Riverwood Asset Management (Cayman) Ltd was disclosed
as having direct interest in 205,603,000 shares and was
wholly-owned by Ms. Liu Yang. Therefore, Ms. Liu Yang is
deemed to be interested in the shares held by Riverwood
Asset Management (Cayman) Ltd.

China Construction Bank Corporation is a subsidiary owned
as to 57.31% by Central Huijin Investment Ltd. By virtue of
the SFO, China Construction Bank Corporation and Central
Huijin Investment Ltd. are deemed to be interested in an
aggregate of 846,213,750 shares.

Cheer Hope Holdings Limited, an indirect wholly-owned

subsidiary of China Construction Bank Corporation charged
846,213,750 shares as security for a loan.
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SILVER BASE GROUP HOLDINGS LIMITED

Save as disclosed above, as at 30 September 2017, the
Directors and the chief executive of the Company were
not aware of any other person (other than Directors and
the chief executive of the Company) who had, or was
deemed to have, interests or short positions in the shares
or underlying shares of the Company which would fall
to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO,
or as otherwise notified to the Company and the Stock
Exchange.

SHARE OPTION SCHEME

On 20 February 2009, the Company approved and
adopted a share option scheme (the “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 5 May 2017 (the "Date of Grant 1”), the Company
granted share options to certain employees of the Group
to subscribe for a total of 80,000,000 ordinary shares
of HK$0.10 each in the capital of the Company under
the Share Option Scheme. The exercise price is HK$0.50
per share. Of which, a total of options to subscribe
15,000,000 ordinary shares of HK$0.10 were cancelled
on 7 July 2017. 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 1.

On 6 July 2017 (the "Date of Grant 2"), the Company
granted share options to a Director, certain associates
of a substantial shareholder of the Company and certain
employees of the Group to subscribe for a total of
26,000,000 ordinary shares of HK$0.10 each in the capital
of the Company under the Share Option Scheme. The
exercise price is HK$0.52 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 2.
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RZF—tHFNA=1TH BEREHETZ
RITEBREZFBENOT

Details of the share options outstanding as at 30
September 2017 under the Share Option Scheme are as

follows:
No. of No. of No. of No. of No. of
Exercise shares shares shares shares shares
price per involvedin  involvedin  involvedin  involvedin involved in
share Options options options options options options
under  held as at granted exercised lapsed cancelled  held as at
the share 1April  duringthe  duringthe  duringthe  during the 30 September
Grantees Exercisable period options 2017 period period period period 2017
RER R i KR R-B-tF
RZB-tF Rtz il x¥z iz AAZTA
sk BA-H BhE BhE B BhRE SEZBRE
BhE LA ¥R gk i) A i) A it v
RRA 8 ZiT%E BRE RHEE k& B R &R Rt &R kit#A
HKS
B
Directors:
g3
Yan Jun (Note 1) 5 May 2018 to 4 May 2024 0.50 - 20,000,000 - - - 20,000,000
Bl i) “Z-\fRAREE
“E2_MFRARA
Chen Xiaoxu (Note 2) 22 Apr 2016 to 21 Apr 2021 0.73 1,500,000 - - - - 1,500,000
e (2 “E- EMAZTZAE
ZRC-f¥BACtT-H
Wang Jindong (Note 3) 22 Apr 2016 10 21 Apr 2021 073 9,000,000 - - - - 9,000,000
IBRH:t3) “E-REMAZTZRE
ZRC-f¥BACtT-H
28 Sep 2017 to 27 Sep 2022 0.64 3,000,000 - - - - 3,000,000
“ELEAACTIRE
“ECCENACTLA
6 Jul 2018 t0 5 Jul 2023 0.52 - 5,000,000 - - - 5,000,000
“E-)\EEARRE
“TCCELARA
_ 17,000,000
Cheung Mei Sze (Note 4) 22 Apr 2016 to 21 Apr 2021 073 4,500,000 - - - - 4,500,000
8xR (W) “E-REBAZTIRE
“BC-fBACT-H
28 Sep 2017 to 27 Sep 2022 0.64 500,000 - - - - 500,000
“ELEAACTNRE
“ECCENACTLA
~ 5,000,000
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No. of No. of No. of No. of No. of
Exercise shares shares shares shares shares
price per involvedin  involvedin  involvedin  involvedin involved in
share Options options options options options options
under  held as at granted exercised lapsed cancelled  held as at
the share 1April  duringthe  duringthe  duringthe  during the 30 September
Grantees Exercisable period options 2017 period period period period 2017
R R i KR R-B-tF
RZB-tF Rtz il k¥ iz MAZTA
sk BA-H BhE e B BRE SEzBRE
BhE LA ¥R gk i) i) it v
RRA i %R BEE R&EE bl R &R Rt &R kit#A
HKS
B
Wu Jie Si 22 Apr 2016 to 21 Apr 2021 073 1,500,000 - - - - 1,500,000
AER ZZ-REMAZTZRE
i S 1)y
Chen Sing Hung Johnny 22 Apr 2016 to 21 Apr 2021 073 750,000 - - - - 750,000
RE% “E-RENAZTZEE
Z2_-§MAZt+-A
Hung Sui Kwan 22 Apr 2016 to 21 Apr 2021 073 1,500,000 - - - - 1,500,000
S “E-RFMACTIRE
i S 1)y
Ma Lishan 22 Apr 2016 to 21 Apr 2021 0.73 750,000 - - - - 750,000
S ZE-REMAZTIAZ
ZZ_-§MA-t+-A
Lee Kwok Keung Edward 22 Apr 2016 t0 21 Apr 2021 073 750,000 - - - - 750,000
FH% ZB-NEMAZTIRE
i S 1)y
Substantial Shareholder of the
Company:
ARREERR:
Luo Li (Note 5) 22 Apr 2016 to 21 Apr 2021 0.73 1,050,000 - - - - 1,050,000
Bl is) “E-RFRACTIRE
ZRC-EMACT-A
28 Sep 2017 to 27 Sep 2022 0.64 1,000,000 - - - - 1,000,000
ZEENAZT\RE
“R-CFARCHHA
2,050,000
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No. of No. of No. of No. of No. of
Exercise shares shares shares shares shares
price per involvedin  involvedin  involvedin  involvedin involved in
share Options options options options options options
under  held as at granted exercised lapsed cancelled  held as at
the share 1April  duringthe  duringthe  duringthe  during the 30 September
Grantees Exercisable period options 2017 period period period period 2017
R R i KR R-B-tF
RZB-tF Rtz il k¥ iz MAZTA
sk BA-H BhE e B BRE SEzBRE
BhE LA ¥R gk i) i) it v
RRA i %R BEE R&EE bl R &R Rt &R kit#A
HKS
B
Others:
ffp:
Other employees of 22 Apr 2016 to 21 Apr 2021 0.73 129,450,000 - - (3,600,000) - 125,850,000
the Group (except Joseph
Marian Laurence Ozorio and
Chen Xiaoxu)
REEEMER “E-R ERAZTZAE
(T3 & RERRE BB 5h) ZEC-FRAZT-H
28 Sep 2017 10 27 Sep 2022 0.64 97,400,000 - - (14,700,000) - 82,700,000
ZE-HEAAZTNRE
“ECCERACTEA
5 May 2018 to 4 May 2024 0.50 - 60,000,000 - (35,000,000) (15,000,000 10,000,000
“Z-\¥1A%A%
“ZCMERARA
6 Jul 2018 t0 5 Jul 2023 0.52 - 21,000,000 - - - 21,000,000
“T-\ELARRE
ZECCELARA
Joseph Marian Laurence 22 Apr 2016 to 21 Apr 2021 073 750,000 - - - - 750,000
0zorio (Note 6)
L (Hit6) “E-REMAZTCRE
i Sy g
240,300,000
Total 253,400,000 106,000,000 - (53,300,000) (15,000,000) 291,100,000
a3t

39

—E-EFHPHES




SILVER BASE GROUP HOLDINGS LIMITED

Mr. Yan Jun appointed as an executive Director on
14 July 2017.

Ms. Chen Xiaoxu appointed as an executive Director
on 14 July 2017.

Mr. Wang Jindong resigned as an executive Director
on 14 July 2017.

Ms. Cheung Mei Sze retired as an executive Director
on 18 August 2017.

As at 30 September 2017, 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 and a substantial shareholder of
the Company.

Mr. Joseph Marian Laurence Ozorio, a non-
executive Director passed away on 9 January 2017
(the "Date of Cessation”).
Option Scheme, the share options immediately

Pursuant to the Share

vested at the Date of Cessation to his legal personal
representative, who was entitled to exercise the
option within a period of 12 months from the Date
of Cessation.
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REPORT ON REVIEW OF INTERIM FINANCIAL
INFORMATION

e

Ernst & Young BXKEF RIS
EY 22/F, CITIC Tower BEPRRREIR
571( 1 Tim Mei Avenue hiERE221E
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 (the “Company”)
and its subsidiaries set out on pages 43 to 80, which
comprises the condensed consolidated statement of
financial position as at 30 September 2017 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 a
summary of significant accounting policies and other
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.
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SILVER BASE GROUP HOLDINGS LIMITED

The directors of the Company 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.

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.

Ernst & Young
Certified Public Accountants

Hong Kong

27 November 2017
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BREEBEBERERAA

INTERIM CONDENSED CONSOLIDATED FHISB S HHER R
STATEMENT OF PROFIT OR LOSS
For the six months ended 30 September 2017 BE=—F—+FANA=1THINEA

For the six months
ended 30 September
BERA=+RHLEAEA

2017 2016

—E—+F —E—RF

(Unaudited) (Unaudited)

(RE&EZ) (REFEZR)

Notes HK$' 000 HK$'000

K1t THExT FHET

REVENUE U &5 4 740,738 392,528

Cost of sales 85 & B AR (616,643) (322,418)

Gross profit Sl 124,095 70,110

Other income and gains, net Hag A s CF5E) 4 297 2,166

Selling and distribution expenses HERKHEEHR (90,726) (149,943)

Administrative expenses THE A (42,808) (35,214)

Other expenses, net HimERCESE) (150) -
Write-back of impairment/ BERE, CREBE)

(loss from impairment), net CF%8) (5,203) 4,532
Finance costs A& B AR 5 (24,817) (22,151)
LOSS BEFORE TAX RR & AT E5 18 6 (39,312) (130,500)
Income tax expense i3 & M 7 (30) (82)
LOSS FOR THE PERIOD HREE (39,342) (130,582)
ATTRIBUTABLE TO: BEAL :

ORDINARY EQUITY HOLDERS EAREBREREEA

OF THE COMPANY (39,342) (130,582)
LOSS PER SHARE ATTRIBUTABLE AR FZEEFEZFEA

TO ORDINARY EQUITY EihEEREE

HOLDERS OF THE COMPANY
Basic (HK cents) AR OB 8 (1.73) (5.75)
Diluted (HK cents) #5E (B 8 (1.73) (5.75)
Details of dividend are disclosed in note 9 to the I B 2 B AR EZ P 75 & R sEoH
unaudited interim financial information. B o
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SILVER BASE GROUP HOLDINGS LIMITED

INTERIM CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 September 2017 s

HHIE A EE B AR

ZE—+FNA=FHIANEA

For the six months

ended 30 September
BERA=+RHLEAEA

2017 2016
—E—+F ZE—RF
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
HK$' 000 HK$'000
FHE T FET
LOSS FOR THE PERIOD HRAEE (39,342) (130,582)
OTHER COMPREHENSIVE Hi2muzs (FE)
GAIN/(LOSS)
Other comprehensive gain/(loss) RERBBESETSER
to be reclassified to profit or BHEzHEME2EmWZE
loss in subsequent periods: (E18) -
Exchange differences: PE H = %F :
Exchange differences on translation RMEGINEBFTEER
of foreign operations PE N =% 55,659 (32,885)
OTHER COMPREHENSIVE HREMEEmRE
GAIN/(LOSS) FOR THE PERIOD, (B518) » MBRFIE
NET OF TAX 55,659 (32,885)
TOTAL COMPREHENSIVE HRzEmWE
GAIN/(LOSS) FOR THE PERIOD (F518) #%58 16,317 (163,467)
ATTRIBUTABLE TO: FE1G -
ORDINARY EQUITY HOLDERS EATEBREZFEEA
OF THE COMPANY 16,317 (163,467)
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

30 September 2017

BREEBEBERERAA

hHIRT B & O BT B AR R 3R

SE -t EAAZTA

30 September 31 March
2017 2017
—E—+tF —E—tF
hA=+8 =A=+—H
(Unaudited) (Audite\d)
(REEZ) (BE|IZ)
Notes HK$’ 000 HK$'000
Kzt FHExT FHET
NON-CURRENT ASSETS IRBEE
Property, plant and equipment M - BB REE 11,985 12,236
Intangible asset mEE 8,300 8,300
Deposits o 4,936 4,024
Total non-current assets ERBEERE 25,221 24,560
CURRENT ASSETS REBEE
Inventories FE 10 652,572 697,771
Trade receivables EWE 5 I 11 16,598 42,851
Bills receivable e E i 11 = 56,771
Prepayments, deposits and TERRIE - mE2 Rk
other receivables H b fE W R 18 741,864 801,992
Pledged deposits [z iR e/ 68,602 85,000
Cash and cash equivalents BeMReEEY 599,367 356,939
Total current assets M B EHEE 2,079,003 2,041,324
CURRENT LIABILITIES REBEE
Trade payables JETE 53008 12 3,699 4,290
Bills payable JET 2B 12 459,693 439,968
Deposits received, other payables BUET € « B FRIE
and accruals LESTasE 207,435 256,582
Bank advance for discounted bills RITRAIR RIZ AN 11 = 56,771
Interest-bearing bank borrowings FFERITEE 13 123,575 213,310
Bond payables ERES 14 34,262 10,529
Due to directors T EEFIA 18(d) 1 1
Tax payable FE LI 63,727 61,334
Total current liabilities mEBAREAeSE 892,392 1,042,785
NET CURRENT ASSETS REBEEFE 1,186,611 998,539
TOTAL ASSETS LESS CURRENT BEERRBAER
LIABILITIES 1,211,832 1,023,099
NON-CURRENT LIABILITY FRBEE
Bond payables JEHE A 14 401,195 240,501
Net assets EEFE 810,637 782,598
EQUITY Em
Equity attributable to ordinary EAREBEZERFA
equity holders of the Company b
Issued capital BT 15 227,281 227,281
Reserves R 584,409 556,370
811,690 783,651
Non-controlling interests B RERE (1,053) (1,053)
Total equity G k] 810,637 782,598
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SILVER BASE GROUP HOLDINGS LIMITED

INTERIM CONDENSED CONSOLIDATED FHIRES M RERE X
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 September 2017 B —FE—+FANA=+HIFNEA

Attributable to ordinary equity holders of the Company

ADAEBRERAARL
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
Ex  BRE iRER HE FEHH

BRORE BRfaER EREE  RERR e 0BRE RERE  EHEE &3t BE  ERAR
Note HKS'000  HK$'000  HK$'000 HK$'000  HK$'000  HK§'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TEn TER ThR TR Tin TEn TERL TERL TERL TERL

At 1 April 2016 RZE-"ERA-A 151,521 675,507 (380) 1,554 18,667 71,462 112,061 (202,170) 828222 (1,053 827,169
Loss for the period - - - - - - - (130,582) (130,582) - (130,582)
Other comprehensive loss

for the period:

Exchange differences on translation

of foreign operations - - - - - - (32889 - (32,885) - (32,885)

Total comprehensive loss BN2AFBLE

for the period - - - - - - (32,885)  (130582) (163,467) - (163,467)
Equity-settled share option HERLE ERERE

arrangements - - - - 5842 - - - 5842 - 5842
Share options lapsed BRELN - - - - (265) - - 265 - - -
Issue of shares ik 15 75760 (75,760) - - - - - - - - -
At 30 September 2016

(unaudited) 227,281 599,747 (380) 1,554 2,244 71,462 19,176 (332,487) 670,597 (1,053 669,544

At 1 April 2017 01281 599,747 380) 1554 35,280 71462 4435 (195,647) 783,651 (1,0s3) 782598

Loss for the period - - - - - - - (39,342) (39,342) - (39,342)
Other comprehensive gain
for the period:
Exchange differences on translation
of foreign operations - - - - - - 55,659 - 55,659 - 55,659
Total comprehensive gain/(loss)
for the period - - - - - - 55,659 (39,342) 16,317 - 16,317
Equity-settled share option NEREE BRERHE
arangements - - - - "2 - - - 1,722 - 1,72
Share options lapsed and cancelled  EFRHE K R 5 - - - - (3,079 - - 3079 - - -
At 30 September 2017
(unaudited) 221,281 599,747 (380) 1,554 43,923 T1.462% 100013 (231,910 811,690 (1,053) 810,637
* These reserve accounts comprise the consolidated reserves * ZERBROETHEHAS M BRRAEZA
of HK$584,409,000 (31 March 2017: HK$556,370,000) in KA B 15584,409,0008 T (T —+ &=
theltllnterlm condensed consolidated statement of financial A=+—H :556,370,000/& 7T) °
position.
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BREEBEBERERAA

INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
For the six months ended 30 September 2017

hHIEHEHREERER

BE_ZFE—+FNA=1HIANEA

For the six months
ended 30 September
BERA=1tHLEAEA

2017 2016
—2—tF —ZE-R
(Unaudited) (Unaudited)
(REERZ) (REEZ)
Notes HK$’ 000 HK$'000
et FTHERT FAT
CASH FLOWS FROM OPERATING EETRNRERE
ACTIVITIES
Loss before tax BRI BB (39,312) (130,500)
Adjustments for: BT S IEFTER FHE -
Gain on disposal of property held HEFEFEME 2 W
for sale 4 - (1,651)
Interest income FE WA 4 (282) (121)
Finance costs BERA 5 24,817 22,151
Depreciation neE 6 2,785 2,163
Gain on disposal of items of HEWE - BFEREH
property, plant and equipment BB 2= 6 - (100)
Impairment allowance of trade receivables FEWE FHIB AEEE 6 7,682 -
Write-back of impairment allowance BOEKESRER
of trade and bills receivables R 2 BEEE 6 = (7,479)
Impairment allowance of prepayments TBA 3B & H e U 5108
and other receivables ey REREL 6 - 2,947
Write-back of impairment allowance 1 o] 78 1 3008 R H At
of prepayments and other receivables FEWTRIE 2 B R R 6 (2,479) -
Provision for inventories in respect of BB E 2 FE
write-down to net realisable value T ERE 6 4,146 5,660
Equity-settled share option expense NEREE 2 EBREER 11,722 5,842
9,079 (101,088)
Decrease/(increase) in inventories TERD,/ (B 41,053 (342,337)
Decrease in trade receivables JEWE 5 8 18,571 21,834
Decrease in bills receivable & U 3= B R > 56,771 43,510
Decrease in prepayments, BNRIE e REM
deposits and other receivables W R IB R 61,695 415,349
Decrease in trade payables &8 5 FIE R (591) (7,219)
Increase/(decrease) in bills payable FERZ8EEN i) 19,725 (19,782)
Decrease in deposits received, other BET4E  HibENHIE
payables and accruals REFTBERD (49,147) (100,078)
Effect of foreign exchange rate changes, EXR& &g 2 (F4E)
net 45,956 (33,581)
Cash generated from/(used in) operations &:&Fr13,/ (FTA)NRE 203,112 (123,392)
Interest received B U F 282 121
Interest paid BFHE (14,185) (7,766)
Net cash flows from/(used in) EEEHME(FTA)
operating activities MIREREFHE 189,209 (131,037)
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SILVER BASE GROUP HOLDINGS LIMITED

For the six months
ended 30 September
BEZNA=1THLAEAR

2017 2016
—E—+F —E-RF
(Unaudited) (Unaudited)
(REER) (REEZ)
Notes HK$' 000 HK$'000
Wiz TAER FAT
CASH FLOWS FROM INVESTING REFHNRESRE
ACTIVITIES
Purchases of items of property, plant BEWE  BELEEEE
and equipment (2,123) (6,141)
Proceed from disposal of items of HEWE - BEREFEER
property, plant and equipment K15 28 - 100
Proceed from disposal of property held HEREGFEMEN
for sale F{3 28 - 11,257
Decrease/(increase) in pledged deposits EEBEZR L (38 hn) 16,398 (22,328)
Effect of foreign exchange rate changes, EX&&HE (F58)
net 2,265 (2,824)
Net cash flows from/(used in) investing WEEEE,/ (AW
activities RengFdE 16,540 (19,936)
CASH FLOWS FROM FINANCING METBNRERE
ACTIVITIES
Decrease in amounts due to directors JE 1 2 = BRI A - (1,200)
Decrease in bank advance for discounted  $R4TBLIR EHE B TR L
bills (56,771) (28,800)
New bank and other loans and FgERIT REMER
trust receipt loans UREZREBEER 91,728 423,911
Repayment of bank loans and BEBIERRELIE
trust receipt loans &N (181,463) (222,000)
Proceeds from issue of bonds, net of BITESFNEFE
paid related expenses HBRENWIEREER 14 178,795 61,129
Repayment of a bond ERES (5,000) -
Effect of foreign exchange rate changes, EX# &) 2 ((48)
net (6,313) 10,615
Net cash flows from financing activities REEEMENES
e 20,976 243,655
NET INCREASE IN CASH AND RERRESEMEMFE
CASH EQUIVALENTS 226,725 92,682
Cash and cash equivalents at beginning ~ Hi#1E & EREEEY
of period 356,939 300,709
Effect of foreign exchange rate changes, EXZ &) E (F%E)
net 15,703 (8,609)
CASH AND CASH EQUIVALENTS MRASRAESEEY
AT END OF PERIOD 599,367 384,782
ANALYSIS OF BALANCES OF CASH RERAESEENHERIWT
AND CASH EQUIVALENTS
Cash and cash equivalents HERBELZHEY 599,367 384,782
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BREEBEBERERAA

NOTES TO UNAUDITED INTERIM FINANCIAL RRERDE RS R
INFORMATION

30 September 2017 —E—+FNA=FH

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 Conyers Trust
Company (Cayman) Limited, whose address is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands. The principal
place of business of the Company in Hong Kong
is located at Room 1802-03, 18th Floor, Far East

Finance Centre, 16 Harcourt Road, Hong Kong.

The Company and its subsidiaries (collectively
referred to as the “Group"”) are principally engaged
in the distribution of Wuliangye (F1&}#&) liquor
series, National Cellar 1573 baijiu with 43% alcohol
content, Kweichow Moutai Chiew products, Fen
Wine with 55% alcohol content liquor series, Red
Fen Shijia liquor series, Yaxi Classic liquor series and
Old Vintage liquor series, wine, foreign liquor series,

sugar and Chinese cigarettes.
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SILVER BASE GROUP HOLDINGS LIMITED

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 2017, 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
2017, 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 2017.

Going concern basis

The Group recorded revenue and a consolidated
loss before tax of HK$740,738,000 (period ended
30 September 2016: HK$392,528,000) and
HK$39,312,000 (period ended 30 September 2016:
HK$130,500,000), respectively, for the six months
ended 30 September 2017.
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2.1 BASIS OF PREPARATION (continued)

Going concern basis (continued)

As at 30 September 2017, the Group recorded
outstanding bank loans of HK$123,575,000
(31 March 2017: HK$213,310,000) and bills
payable of HK$459,693,000 (31 March 2017:
HK$439,968,000), which are due for repayment
or renewal within the next twelve months after
30 September 2017. The bills payable of
HK$459,693,000 were arranged in respect of the
Group’s purchase prepayments to a supplier and are

due for repayment in March 2018.

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:
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SILVER BASE GROUP HOLDINGS LIMITED

2.1 BASIS OF PREPARATION (continued)

Going concern basis (continued)

(1)

Bank facilities

The Group will actively negotiate with the
PRC banks for the renewal of the Group’s
PRC bank 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 which will enhance
the Group’s ability to renew the Group’s PRC
bank loans and facilities upon expiry. In the
event that the Group cannot renew its PRC
bank borrowings and bills payable which
will be due in the next twelve months after
30 September 2017, the Group plans to use
its internal financial resources to repay the

borrowings.

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$126,500,000 for the Group's
working capital.
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2.1 BASIS OF PREPARATION (continued)
Going concern basis (continued)

(3) 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 has commenced
operating an online store. The Group has
also commenced operating a liquor industry
oriented Business-to-Business platform in the
PRC to enhance the Group’s services and
support to business members and for the

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 its

sources of revenue.

After taking into account the above measures, the
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B DAInse AN B K B 8 AR
BREFUREREEER -

AN REBEBEBRARER 2E
an bR E) RS n R - ARRTHE
ERBETEAMSBANER K
ARIRZ T »

KER LR ARREFRR K
directors of the Company consider that the Group @A R LB AL N B EN LB
will have sufficient working capital to finance its LEIREE R ERIRisEge e
operations and financial obligations as and when mEREEZT R BERBRE -

they fall due, and accordingly, are satisfied that
it is appropriate to prepare the unaudited interim

financial information on a going concern basis.

53 —E-LERBRE




SILVER BASE GROUP HOLDINGS LIMITED

2.2 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 2017, 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:

Amendments to HKAS 7 Disclosure Initiative
Amendments to HKAS 12 Recognition of
Deferred Tax Assets
for Unrealised
Losses
Amendments to HKFRS 12 Disclosure of Interests
included in Annual in Other Entities
Improvements 2014-2016

Cycle

Although these amendments are adopted for the first
time in the accounting year ending 31 March 2018,
they do not have a material impact 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 sugar, Chinese cigarettes

and others (“Sugar, cigarettes and others”).

Management monitors the results of the Group's
operating segments separately for the purpose of
making decisions about resource allocation and
performance assessment. Segment performance is
evaluated based on reportable segment result, which
is a measure of adjusted 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.
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SILVER BASE GROUP HOLDINGS LIMITED

3. OPERATING SEGMENT INFORMATION 3. KEDHER (&)
(continued)
Six months ended 30 September 2017 (Unaudited) BE-ZFE—tHFhA=+HLAXEA
(REEZ)
Sugar,
cigarettes
Liquors and others Total
B-BE
B REHAM CE
HK$' 000 HK$' 000 HK$' 000
TER TER TER
Segment revenue: 2
Sales to external customers HEEIIRP 601,068 139,670 740,738
Segment results IEE (15,589) 797 (14,792)
Reconciliation: HEE -
Interest income FEWA 282
Other gains Hitlh s 15
Finance costs BEKAR (24,817)
Loss before tax PR ATE 1B (39,312)
Other segment information: Hitn &R :
Depreciation nE 2,777 8 2,785
Impairment allowance of trade receivables JEUE 578 7 i 8 & 1 7,682 - 7,682
Write-back of impairment allowance of 1 [0] ¥ {1 208 J E 4 JE Y 508
prepayments and other receivables ZHBERE (2,/479) - (2:479)
Provision for inventories in respect of BRMRZERFE
write-down to net realisable value L FEEE 4,146 - 4,146
Capital expenditure* BAR 2,123 - 2,123
* Capital expenditure consists of additions to items of " ﬁz}:\g‘zf@%%% * BB MR R
property, plant and equipment. BZRE -

Interim Report 2017 56




OPERATING SEGMENT INFORMATION

(continued)

Six months ended 30 September 2016 (Unaudited)

BREEBEBERERAA

KREDEER (7))

BE_ZT-—RFALA=1THIEREAR

(CRigEZ)
Sugar,
cigarettes
Liquors and others Total
AR
i REAM B
HK$' 000 HK$' 000 HK$'000
FTET FTET AT
Segment revenue: DU
Sales to external customers HEZNDERP 389,368 3,160 392,528
Gain on disposal of property held for sale  HEEEFENE 2k 1,651 - 1,651
Gain on disposal of items of property, LEWE HEMRERR
plant and equipment i 100 - 100
Foreign exchange gains, net IV H U 55 (FE) 287 - 287
Total A&t 391,406 3,160 394,566
Segment results PHER (109,170) 693 (108,477)
Reconciliation: HE
Interest income FBUA 121
Other gains Hib U ss 7
Finance costs B A (22,151)
Loss before tax BRERIEE (130,500)
Other segment information: HitpHEH
Depreciation e 2,144 19 2,163
Write-back of impairment allowance of ~ ZEEKE HHIER
trade and bills receivables BEREE 2 REEE (7,479) - (7,479)
Impairment allowance of prepayments FERRIE R H Y 5RIE
and other receivables ZRERE 2,947 - 2,947
Provision for inventories in respect of BEEMAEIERFEL
write-down to net realisable value GEBE 5,660 - 5,660
Capital expenditure* BARS 6,141 - 6,141
* Capital expenditure consists of additions to items of * EATHBEDE BEKXHEE

property, plant and equipment.
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SILVER BASE GROUP HOLDINGS LIMITED

4. REVENUE, OTHER INCOME AND GAINS, 4 g3t - Efplg A B U3t GB48)

NET
Revenue represents the net invoiced value of R R EREEERE DITHIEY
goods sold, after allowances for returns and trade OEEYREHE -
discounts.
An analysis of other income and gains, net is as HMU AR WS GRE) ST
follows:
For the six months
ended 30 September
BEAA=+THLKREA
2017 2016
—E—+tF —E-RF
(Unaudited) (Unaudited)
(RBER) (REEZ)
HK$' 000 HK$'000
FHERT THETT
Gain on disposal of property HESEFEME 2 kE
held for sale - 1,651
Gain on disposal of items of LEME  BEREEEE
property, plant and equipment Z Wz - 100
Bank interest income |RATHA B WA 282 121
Foreign exchange gains, net SNBSS H e CFRR) = 287
Others H A 15 7
297 2,166
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5. FINANCE COSTS 5. BB
An analysis of finance costs is as follows: BMEXAZAFTOT :

For the six months
ended 30 September
BERA=+RHLEAEA
2017 2016
—E—+tF —ET-RF
(Unaudited) (Unaudited)
(REEER) (REEZ)

HK$’ 000 HK$'000
FET THET

Interest on bank, trust receipt $R1T - X WER
and other loans HEMERHE 4,342 19,252
Interest on bond payables FEESZFE 20,475 2,899
24,817 22,151
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SILVER BASE GROUP HOLDINGS LIMITED

LOSS BEFORE TAX

The Group’s loss before tax is arrived at after

charging/(crediting):

6. FRELAIE IR

AEBENBRRAEBES R, (GTA)

For the six months

ended 30 September
BENA=tHILAEA

2017 2016
—E—+tF ZE—RF
(Unaudited) (Unaudited)
(REEZX) (REER)
HK$'000 HK$'000
TERT FET
Depreciation e 2,785 2,163
Cost of inventories sold** EEFEMN A 612,497 316,758
Gain on disposal of items of HEME  BKERHREEER
property, plant and equipment Z Wz - (100)
Impairment allowance of trade FEN B 5 FIE 2 W
receivables* 7,682 -
Write-back of impairment allowance B O EWE 5508 2 R E R E
of trade and bills receivables* = (7,479)
Impairment allowance of prepayments T8/ 3% 18 [ H #h fE Ut 2718
and other receivables* 2R E R = 2,947
Write-back of impairment allowance of % (3] 38~ 7018 & E fth fE Ug k78
prepayments and other receivables* 2R ERE (2,479) -
Provision for inventories in respect of BN Z 23R FE
write-down to net realisable value** ZIFE R 4,146 5,660
Foreign exchange differences, net HVESER Z8E (CFE) 150 (287)
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LOSS BEFORE TAX (continued)

* Included in “Write-back of impairment/(loss from
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

No provision for Hong Kong profits tax has been
made for the period as the Group has available tax
losses brought forward from prior years to offset
the assessable profits generated during the period.
During the six months ended 30 September 2016, no
provision for Hong Kong profits tax had been made
as the Group did not generate any assessable profits
arising in Hong Kong during 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.

BREEBEBERERAA

BRI & 1B (&)
© HATEEAAGHBAERZ [REW
6,/ CRIERTR) GF4)] -

> FARHEBRAHFERRZHENK
ZNI

PS5
HRASEAAMBAEFEZAE A
MBERAEERANESE 2 BRTA
B E R B E B RIS
BeRBE_ZT-R"FALA=ZTHLNRX
EA - ARAEERZ AL EERDR
BEBZEARNNE - Fd \IERE
AMEHEE - REMBE RS E A E
REABEERARE L EMENBEIRK
AEERMRITRERGERIEA

For the six months
ended 30 September
BEhRA=+HLAEA
2017 2016
—E—+tF et VA
(Unaudited) (Unaudited)
(REEXK) (REER)

HK$' 000 HK$'000
FET THET

Current — Elsewhere NHR— E At 77
Charge for the period HANEH 30 82
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SILVER BASE GROUP HOLDINGS LIMITED

LOSS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic loss per share amount
is based on the loss for the period attributable
to ordinary equity holders of the Company of
HK$39,342,000 (period ended 30 September
2016: HK$130,582,000), and the number of
ordinary shares of 2,272,808,946 (period ended 30
September 2016: 2,272,808,946) in issue during the
period.

No adjustment has been made to the basic loss per
share amount presented for the six months ended
30 September 2017 and 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 2017 and the six
months ended 30 September 2016.
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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 2017 (period ended 30
September 2016: Nil).

BREEBEBERERAA

R E
AAREETRBREHNE T —£F
NAZ+BIEAEAZ I+ HRE
(BE-T-AFAA=T+ALEM:
&) o

INVENTORIES 10. # &
30 September 31 March
2017 2017
—E—+tF —E—LF
hA=+8B =A=+—H
(Unaudited) (Audited)
(REEER) (ezE%z)
HK$’' 000 HK$'000
FEx FET
Merchandise Em 652,337 697,546
Packaging materials BEME 235 225
652,572 697,771

At 30 September 2017, the Group’s inventories
and prepayment in aggregate of RMB450,000,000
(equivalent to HK$529,605,000) (31 March 2017:
RMB450,000,000 (equivalent to HK$506,880,000))
were pledged to secure the Group’s bills payable
(note 12). As at 30 September 2017, the Group's
inventories of RMB250,000,000 (equivalent to
HK$294,225,000) (31 March 2017: RMB250,000,000
(equivalent to HK$281,600,000)) were pledged to

secure a bank loan granted to the Group (note 13).
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SILVER BASE GROUP HOLDINGS LIMITED

11. TRADE AND BILLS RECEIVABLES 11. EWEZFEREREZE

30 September 31 March

2017 2017

—E—tHF —E—+tF

hBA=+8B =A=+—H

(Unaudited) (Audited)

(REBER) (L&2=z)

HK$’' 000 HK$'000

FHExT FAETT

Trade receivables EWE 5 1E 207,020 225,591
Impairment allowance* R (B B (190,422) (182,740)
Net trade receivables e E B FRIAFEE 16,598 42,851
Bills receivable FE U R I - 56,771
16,598 99,622

Included in the impairment allowance of trade
receivables is a provision for impaired trade
receivables in aggregate of HK$190,422,000
(31 March 2017: HK$182,740,000) with a
carrying amount before provision in aggregate of
HK$190,422,000 (31 March 2017: HK$182,740,000).
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.

During the six months ended 30 September 2017,
the carrying amount before provision was increased
by HK$7.7 million for previously impaired trade
receivables denominated in Renminbi (“RMB”) due
to the appreciation of RMB during the period. As
such, additional impairment allowance on these
trade receivables of approximately HK$7.7 million in
aggregate was made during the six months ended 30
September 2017.
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11. TRADE AND BILLS RECEIVABLES

(continued)

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
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 98% (31 March 2017: 41%)
of the trade and bills receivables balance as at 30
September 2017 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.

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

BREEBEBERERAA

1. BRESZREAREWRREE (&)

AEE-RAFZPEHETIZR=[AN
EEH EKEEEHER BETOH
FINEZEPAERBRNEEDR - &
WEBZEER-—KRRAEA - NEE
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RBERRNBEE ZFRAREERRE
REZAH MG BEEORE DTN
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1

30 September 31 March

2017 2017

—E—+tF S

hAB=+H =ZA=+—H

(Unaudited) (Audited)

(REER) (=)

HK$’ 000 HK$'000

FHET FET

Within 2 months {8 A R 2,706 83,046
2 to 6 months —EZEXEA 13,892 16,576
16,598 99,622

Included in the above trade and bills receivables,
amounts totalling HK$56,771,000 as at 31 March
2017 were discounted to banks in exchange for cash
and included as “Bank advance for discounted bills”
on the face of the interim condensed consolidated
statement of financial position.
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SILVER BASE GROUP HOLDINGS LIMITED

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. BRNEZFERENERE

R ERRIZEZ A RNENE SR
RENZENRESTMOT

30 September 31 March

2017 2017

—E—+t5F —E—+F

hWA=+R =ZA=+—H

(Unaudited) (Audited)

(REEXK) (e EZ)

HK$’000 HK$'000

FHET FET

Within 1 month —fEAR 310 440,034
1 month to 3 months —EAZE=HEA 299 530
Over 3 months ={@A ULk 462,783 3,694
463,392 444,258

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 2017, the Group’'s bills
payable of HK$459,693,000 (31 March 2017:
HK$439,968,000) were secured by the Group's
inventories and prepayment in aggregate of
RMB450,000,000 (equivalent to HK$529,605,000)
(31 March 2017: RMB450,000,000 (equivalent
to HK$506,880,000)) (note 10) and the Group's
pledged bank deposits of HK$52,839,000 (31 March
2017: HK$50,480,000).
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13.

INTEREST-BEARING BANK BORROWINGS

30 September 2017
ZE-tENA=TH

(Unaudited)

(REER)

Contractual
interest
rate
ELLES
(%) H#A

Maturity

Current

UL

Trust receipt loans - secured (note (a)) = -

EFEREER -2 AR (HiQ)

Bank loan - secured (note (b))

RTER-CHR (FEDb)

120% of

the base

2017-2019

interest rate of
the People’s
Bank of China
("PBOC")
PEARRST
BENEZ2120%

Notes:

(a)

The Group’s trust receipt loans as at 31 March 2017
were denominated in United States dollars.

The Group's bank loan was denominated in RMB.

The Group’s bank loan in the amount of
HK$123,575,000 (31 March 2017: HK$163,328,000)
containing a repayment on demand clause is included
within current interest-bearing bank borrowings.

Based on the maturity terms of the bank loan, the
amounts repayable in respect of the bank loan are:
HK$88,268,000 (31 March 2017: HK$56,320,000)
repayable within one year and HK$35,307,000 (31
March 2017: HK$107,008,000) repayable over one
year.
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13. sTERITEE

31 March 2017

“E—+&=A=1+-H
(Audited)
(BE%)
Contractual
interest
rate
HK$ 000 AiF % Maturity HK$'000
Thn (%) 5|5 FET
- 3-33 2017 49,982
123,575 120% of 2017-2019 163,328
PBOC
FEARRT
EEFEZ120%
123,575 213,310
Btat
(@) AEBER-_ZE—tF=ZA=+—80H
ERBIEEFAETFE -
(b)) AEEMRITEFTAARBEIE-

N @ A& 123,575,000 T (=&
—+t¥E=A=+—H : 163,328,000/
T0) ZIRITERB S ARERERNE
FoE AR SRITEE -

RIBERITERZ B IR Z BT
BEXAEE ST A 88,268,000
B (ZE—+F=Z/F=+—8:
56,320,000 7)) AR —F RNEEM
35,307,000 L (ZE—+tF = A
=+—H :107,008,000/8 7T) AR —
FIRIEE -

—E-tLtHFHHERE




SILVER BASE GROUP HOLDINGS LIMITED

13. INTEREST-BEARING BANK BORROWINGS

(continued)

As at 30 September 2017, the Group’s interest-
bearing bank borrowings are secured by the Group's
inventories with cost of RMB250,000,000 (equivalent
to HK$294,225,000) (note 10), and were supported
by corporate guarantees executed by the Company, a
subsidiary of the Company and a related company of
the Company.

As at 31 March 2017, the Group’s interest-bearing
bank borrowings were secured by the Group’s
pledged bank deposits of HK$14,995,000 and
inventories with cost of RMB250,000,000 (equivalent
to HK$281,600,000) (note 10), and were supported
by corporate guarantees executed by the Company, a
subsidiary of the Company and a related company of
the Company.
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ARRITEREBRARERA/ARE
250,000,0007T, (1H & %294,225,0007%
70) B FE (B E10) YRR - 30 B A
RF - ARF BB AR RARF —
I RARE & Rl T 88 L) R AR R ESTH

RZE—tF=A=+—H Xr&H
KET B IRITEE R A& E /14,995,000
BITEERBITFRRKNER /AR
250,000,0007T (18 & 281,600,000/
TL)RIEE (MsE10) fEIKHR - I A A
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14. BOND PAYABLES

BREEBEBERERAA

14. BSEH

30 September 31 March
2017 2017
—E2—+tH e
A=+ =A=+—H
(Unaudited) (Audited)
(REEZ) (lEE=Z)
HK$’' 000 HK$' 000
FTEx FHET
Current il
Bond payables — unsecured JE - {8 257 — MK 4 34,262 10,529
Non-current B
Bond payables — unsecured B &S — mEH 401,195 240,501
435,457 251,030

During the six months ended 30 September 2017,
the Group issued bonds (the “2017 Bonds”) with
an aggregate principal amount of HK$216,600,000,
before related expenses of HK$37,805,000, to
certain independent entities and individuals. The
2017 Bonds bear interest at rates ranging from 6%
to 7% per annum and will mature in the period
from May 2019 to October 2024. The interest will
be repayable by the Group semi-annually or annually
from the issue dates of the respective bonds and up
to the maturity date.

During the year ended 31 March 2017, the Group
issued bonds (the “2016 Bonds”) with an aggregate
principal amount of HK$274,500,000, before related
expenses of HK$48,663,000, to certain independent
entities and individuals. The 2016 Bonds bear interest
at rates ranging from 5.5% to 7% per annum and
will mature in the period from December 2018 to
September 2024. The interest will be repayable by
the Group semi-annually or annually from the issue
dates of the respective bonds and up to the maturity
date.
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REBEE-_T—+F=-ZA=Z+—HBLF
B AEEMETBEIERRALENT
#8745 ¥8 /274,500,000 7T (AR 0Bk AE
% % 48,663,000 L) 2 EH (=&
—ANFEEF])  ZE—RNFEHFEN
FE55%ZET% 2 FREFLELKENR_F
—\F+ZAE-ZT-_MFNA ZHH
WEE - AREBKRHEBAESZITEEH
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SILVER BASE GROUP HOLDINGS LIMITED

14. BOND PAYABLES (continued)

During the year ended 31 March 2016, the Group
issued bonds (the “2015 Bonds”) with an aggregate
principal amount of HK$15,000,000, before related
expenses of HK$2,175,000, to certain independent
individuals. Except for the bond with a principal
amount of HK$5,000,000 which matured and was
repaid in July 2017, the 2015 Bonds bear interest
at a rate of 7% per annum and will mature in the
period from October 2022 to December 2022. The
interest will be repayable by the Group annually from
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$126,500,000 to certain independent
entities and individuals, as further explained in note
20 to the unaudited interim financial information.

14. BNES ()
REEZZE—A"F=ZA=+—HLHF
B AEEMETEIALRITERS
# /315,000,000 70 GRINBRHERE & A
2,175,00087) 2 BEH (1 ZE—RHFE
%1) o B T A% 58 45,000,000 T 2
BEBEER-_ZT—tFLANHLEE
I ZE—RFREFRI%ZFHEG
BUKR_TZ_—F+HAE=ZT==
T AZEIMAEIE - NEEGH AR
EHFBHITAHBREFEMFE  HEEF
HE AL -

R ERE  AEBmMETE L ERE
K AT 817487 & %8 /126,500,000
TZEF  E—THBRAEEZTH
B 15 & R 205 AR ©

15. SHARE CAPITAL 15. IRZA
30 September 31 March
2017 2017
—E—tF ZE—+tF
AB=+H =A=+—H
(Unaudited) (Audited)
(REEER) (&%)
HK$’ 000 HK$'000
THET FET
Authorised: ETE
100,000,000,000 (31 March 2017: 100,000,000,0000%
100,000,000,000) ordinary (Z2—+F=ZfF=+—8":
shares of HK$0.1 each 100,000,000,0004% )
SREE.. 1B TMEER 10,000,000 10,000,000
Issued and fully paid: BEITRAR
2,272,808,946 (31 March 2017: 2,272,808,946 %
2,272,808,946) ordinary (ZE2—+F=A=1+—8":
shares of HK$0.1 each 2,272,808,946H% )
FREEL 1B THLER 227,281 227,281
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BREEBEBERERAA

15. SHARE CAPITAL (continued) 15. BRZAR (&)
A summary of the movements during the six months AR EETRAREBE_Z—LFAN
ended 30 September 2017 in the Company’s issued A=TRHILEXNEBAZEZHHELT :
share capital is as follows:
Number Share
of shares Issued premium
in issue capital account Total
BET 2R R4
ROEA g RER it
HK$' 000 HK$'000 HK$' 000
TER TER TER
At 1 April 2016 RZE—R EMA—H 1,515,205,997 151,521 675,507 827,028
Issue of bonus shares BITAR
(note) (Hrit) 757,602,949 75,760 (75,760) -
At 31 March 2017, 1 April 2017 RZZ—+F=HA=1+—H"
and 30 September 2017 —E-+FMA—H
RZZ—+FNAA=1H 2,272,808946 227,281 599,747 827,028

Note:

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.
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SILVER BASE GROUP HOLDINGS LIMITED

16. SHARE OPTIONS

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 share option scheme of the Company adopted
on 20 February 2009 (the “Scheme”).

On 5 May 2017, the Company granted 80,000,000
share options at an exercise price of HK$0.50 per
share to certain employees of the Group under the
Scheme.

On 6 July 2017, the Company granted 26,000,000
share options at an exercise price of HK$0.52 per
share to certain eligible directors of the Company
and other employees of the Group under the
Scheme.

The following share options were outstanding
under the Scheme during the six months ended
30 September 2017:

16.

5 IR

R-ZE—XRNEALA=-T+NB  A2FIHR
BARARZZEENF A -+HER
MR EETE ([ZEr 8l mARASE
TEERESERASEEMEER D
151,300,0000% 17 (& & & }%0.64/% 7T
O B AR A o

RN_E—+FRARB  KARIEEZ
s &M A% B & T {8 § % 180,000,000
%17 5 {8 & & IR0.507%8 JT 1y B AR 4 -

RZZE—tFLARNH ARFIREZ
ERARRETAERESRALE
H#h{E 8 % 126,000,000 1T{£ 8 A&
1%0.527%8 T A B AR o

REBEZEZZE—+EFRLA=THIL~HE
A R Z e & w176 6 S AR 0
™

Weighted
average
exercise Number
price of
HK$ options
per share ‘000
EFHTEE BREHE
BRER TR
At 1 April 2016 RZE—R"FMA—H 1.09 106,200
Adjusted (note) BHAEHZ) (0.36) 52,800
Granted SR qun 0.64 151,300
Lapsed B R 0.66 (56,900)
At 31 March 2017 and RZZE—+F=HA=1+—HK
1 April 2017 —EF-+FWOA—H 0.69 253,400
Granted (SR 5 4us] 0.50 106,000
Cancelled B 0.50 (15,000)
Lapsed B K% 0.55 (53,300)
At 30 September 2017 RZZE—tFENA=1H
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16.

17.

BREEBEBERERAA

SHARE OPTIONS (continued) 16. BB IR (&)
Note: Hiat -
The number of share options, which were granted by the BHREBEITAR GFEHRREEZPBRIE
Company during the year ended 31 March 2016, and its EREE1S) - ERE (DARRREBES
exercise price are adjusted from 105,600,000 share options —~NFZA=T—HIEFERARL) 288 X
at HK$1.09 per share to 158,400,000 at HK$0.73 per share H 77 {# {8 B $105,600,0008% 7] 1% & f%1.09
as a result of the bonus issue, detailed in note 15 to the B ITITE - A% 5158,400,0000% 7] 1% & I
unaudited interim financial information. 0.738TTITHE -
The fair value of the share options, which were REBEEZZTE—-—R"FNLA=THIERAE
granted during the six months ended 30 September ARBE_Z—+tFAA=Z+HIER
2016 and the six months ended 30 September AR ERENRTEED A
2017, was HK$38,873,000 and HK$21,145,000, 38,873,000/ 7T [221,145,000/%8 7T, * i
respectively, and the Group recognised share AEBERBE-ZT—tFNA=TH
option expenses of HK$11,722,000 during the six LE7R B A R E B 11,722,000/
months ended 30 September 2017 (period ended 30 T(BEZE—"FNLA=1+HIEHE:
September 2016: HK$5,842,000). 5,842,000 7T) °
As at 30 September 2017, the Company had RZE—tFNA=Z1+H ARAEF
291,100,000 share options outstanding, which 291,100,0000% & & 77 {68 A9 B8 A% 42 -
represented approximately 13% of the Company’'s HERRAARARZANBEBITRO A
shares in issue as at that date. 13% -
COMMITMENTS 17. &HE
The Group had the following capital commitments REBFBRREHKREUTERKIERE
and inventory purchase commitments at the end of BEEAE
the reporting period:
30 September 31 March
2017 2017
—E—tF —E—tF
AA=+H =A=+—H
(Unaudited) (Audited)
(RBERZ) (&%)
Capital commitments HK$’ 000 HK$'000
EREE TER TET
Contracted, but not provided for: BRTAERERE
Capital contribution ENTHREEE L LE
payable to PRC entities 2,208 26,939
Acquisition of items of property, BEWE BELZEER
plant and equipment 329 343
2,537 27,282
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SILVER BASE GROUP HOLDINGS LIMITED

17. COMMITMENTS (continued) 17. #&IE (&)
30 September 31 March
2017 2017
—E—tF —ET—tF
AA=+H =R=+—H
(Unaudited) (Audited)
Inventory purchase (REBER) (&%)
commitments HK$' 000 HK$'000
BEFERIE TET TET
Within one year —F/ 3,862,819 2,666,209
In the second to fifth years, inclusive F_FEELF(BREEMEF) 2,944,448 3,868,609
Over five years HELE 5,514,569 5,388,914
12,321,836 11,923,732
The Group had outstanding commitments amounting REREHR - AEBE A HEE AR
to HK$52,416,000 (31 March 2017: HK$65,520,000) ifA52,416,0008 T (=T —+tF=H
as at the end of the reporting period in respect of =+—H :65,520,00007T) 21 A
irrevocable letters of credit. RUEHE o
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18. RELATED PARTY TRANSACTIONS

BREEBEBERERAA

18. BB AR5

(@ In addition to the transactions detailed (@) BRAKEETZ B TS E R A 20
elsewhere in this unaudited interim financial DAFANZFIN » REBRAH
information, the Group had the following MR THEITUTERRS
material transaction with a related party during
the period:

For the six months
ended 30 September
BEARA=+HLAEA
2017 2016
—E-tF —T—RHF
(Unaudited) (Unaudited)
(RREZ) (REER)
Note HK$’' 000 HK$'000
Bz FET FHET
A related company B R B 5
beneficially owned by (I2EE]DER
Mr. Liang Guoxing mAENBEBRR
("Mr. Liang"):
Rental expenses paid to TR FHRE(ER)
Silver Base (Holdings) BRAAE
Limited ("SBH") (MRE(£R)])
MHEEER (i) 4,500 3,600
Note: Hat -

The rental expenses of a staff quarter were
charged by SBH based on mutually agreed
terms at a fixed effective monthly amount
of HK$750,000 (period ended 30 September
2016: HK$600,000). In the opinion of the
directors of the Company, the rental expenses
were determined by reference to the prevailing
market rental of comparable premises and
the appraisal report by an independent valuer
on rental payable in respect of comparable
properties in Hong Kong. The transactions
constitute continuing connected transactions
under the Listing Rules.
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SILVER BASE GROUP HOLDINGS LIMITED

18. RELATED PARTY TRANSACTIONS
(continued)

(b)

Other transactions with related parties:

(i)

During the year ended 31 March 2012,
the Group formed 17 limited liability
partnerships established in the PRC
(the “Partnerships”) with certain 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 2017 and 31 March
2017. Up to 30 September 2017, 13 of
the Partnerships have been dissolved (31
March 2017: 13).

As at 30 September 2017, 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$123,575,000 (31 March 2017:
HK$163,328,000) as at 30 September
2017.

Details of the Group’s bank borrowings
are set out in note 13 to the unaudited

interim financial information.
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18. RELATED PARTY TRANSACTIONS

(continued)

(o]

Commitment with a related party:

The Group has rental commitment with SBH

under a non-cancellable operating lease falling

(@

£ B gt

BREEBEBERERAA

18. B AR Z (&)

TRy EHE

AEBRIBERATFHRAIHNHT
AL EHEMERR (KEH)

due as follows: BUATHEE AR
30 September 31 March
2017 2017
Bt —T—+F
AA=Z+B =A=+—H
(Unaudited) (Audited)
(REER) (&%)
HK$' 000 HK$'000
TET THEL
Within one year —F R 8,700 8,400
In the second to fifth years, inclusive E_FEERF
(BRERME) 14,100 18,600
22,800 27,000
Outstanding balances with related parties: (d) EAREEE 7T mREERAERR

(i) Included in the Group's “Deposits”
is a rental deposit of HK$1,400,000
(31 March 2017: HK$1,400,000) and
included in the Group’s “Prepayments
deposits and other receivables” s
prepaid rent of HK$400,000 (31 March
2017: HK$3,000,000) 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.
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SILVER BASE GROUP HOLDINGS LIMITED

18. RELATED PARTY TRANSACTIONS 18. BML R 5Z (&)
(continued)
(e) Compensation of key management personnel () AEEFXEZEIRABMM -
of the Group:

For the six months
ended 30 September
BEARA=+HLAEA

2017 2016
ZE—tF —T—RF
(Unaudited) (Unaudited)
(REEZR) (CREER)
HK$' 000 HK$'000

FHE T FABT

Salaries, allowances and e FMEEYHNE
benefits in kind 18,856 15,958

Pension scheme contributions RIKAE FET B R 656 402
Equity-settled share option expense  LAMEZSAEE ~ BERL #E & 3,671 2,182

23,183 18,542
The balance includes emoluments of Ms. Luo BREHEREMNZLT (RARE
Li, the spouse of Mr. Liang, of HK$1,065,000 R BCAB) B %7 Bi1,065,00078 7T
(period ended 30 September 2016: (BEZZ—R"FNLA=THIH
HK$1,021,000). fE 11,021,000 L) °
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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$23.7 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$22.2 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.
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SILVER BASE GROUP HOLDINGS LIMITED

20. EVENT AFTER THE REPORTING PERIOD
Subsequent to the end of the reporting period, the
Group issued bonds with an aggregate principal
amount of HK$126,500,000 to certain independent
entities and individuals. The bonds bear interest at a

rate of 7% per annum and will mature in 2020.

21. 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 27 November 2017.
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