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BREEBEBERERAA

SUMMARY FINANCIAL INFORMATION
MHBEMBE

Year Ended 31 March BZ=A=1+—-HLLEE

2014 2015 2016 2017 2018
“E-pmFE  —E-F —T-xF —T—LF CZBE-)\E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET FHT TER
Revenue Wi 439,133 418,865 1,260,232 1,499,636 2,321,680
Gross profit/(loss) E5/(18) (163,149) 82,683 233,979 410,233 225,667
Profit/(loss) before tax BEAFE/ (BB) (787,604) (66,953) 19,799 6,202 (132,510)
Profit/(loss) for the year ARALEAER
attributable to ordinary REAELEE
equity holders of the Company %,/ (&1#8) (787,356) (19,098) 130,408 6,150 (135,977)
Earnings/(loss) per share SRAF/ (EE)
(HK cents) (&)
Basic R (58.12) (1.41) 5.97 0.27 (5.98)
Diluted B3 (58.12) (1.41) 5.90 0.27 (5.98)
Non-current assets ERBEE 46,309 31,117 20,535 24,560 69,996
Current assets RBEE 1,312,312 1,385,544 2,003,370 2,041,324 2,380,411
Current liabilities REaE 854,635 904,687 1,182,739 1,042,785 1,080,169
Non-current liabilities ERBERE - - 13,997 240,501 585,638
Net assets BEFE 503,986 511,974 827,169 782,598 784,600
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SILVER BASE GROUP HOLDINGS LIMITED

SUMMARY FINANCIAL INFORMATION
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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 Chief Executive Officer on 27 June
2017 and an Executive Director on 14 July 2017)
Ms. Chen Xiaoxu (Chief Financial Officer)
(appointed as an Executive Director and the Chief Financial
Officer on 14 July 2017)
Mr. Wang Jindong
(resigned as an Executive Director and the Chief Financial
Officer on 14 July 2017)
Ms. Cheung Mei Sze (retired on 18 August 2017)

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

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

COMPANY SECRETARY
Mr. Wong Hing Keung

AUDIT COMMITTEE

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

Dr. Lee Kwok Keung Edward

COMPLIANCE COMMITTEE

Mr. Hung Sui Kwan (Chairman)

Mr. Ma Lishan

Dr. Lee Kwok Keung Edward

Ms. Chen Xiaoxu (appointed on 18 August 2017)
Ms. Cheung Mei Sze (resigned on 18 August 2017)
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SILVER BASE GROUP HOLDINGS LIMITED

CORPORATE INFORMATION
REEM

REMUNERATION COMMITTEE

Mr. Hung Sui Kwan (Chairman)

Mr. Ma Lishan

Dr. Lee Kwok Keung Edward

Ms. Chen Xiaoxu (appointed on 18 August 2017)
Ms. Cheung Mei Sze (resigned on 18 August 2017)

NOMINATION COMMITTEE
Mr. Hung Sui Kwan (Chairman)

Mr. Ma Lishan

Dr. Lee Kwok Keung Edward

Mr. Liang Guoxing

AUTHORISED REPRESENTATIVES

Mr. Wong Hing Keung

Ms. Chen Xiaoxu (appointed on 18 August 2017)
Ms. Cheung Mei Sze (resigned on 18 August 2017)

AUDITOR

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

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

Cayman lIslands

HEAD OFFICE AND PRINCIPAL PLACE OF

BUSINESS IN HONG KONG
Room 1802-03, 18th Floor

Far East Finance Centre

16 Harcourt Road

Hong Kong
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HEAD OFFICE IN THE PEOPLE’S REPUBLIC OF
CHINA (the “PRC")

5/F, Intelligence Valley

Mei Sheng Creative Valley

No. 10, Longchang Road

Block 68, Bao’an District

Shenzhen, PRC

CAYMAN ISLANDS PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE
SMP Partners (Cayman) Limited

3rd Floor, Royal Bank House

24 Shedden Road

P.O. Box 1586

Grand Cayman KY1-1110

Cayman Islands

HONG KONG SHARE REGISTRAR AND
TRANSFER OFFICE

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

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

PRINCIPAL BANKS

China Minsheng Banking Corporation Ltd. Hong Kong Branch
Bank of China (Hong Kong) Limited
China CITIC Bank International Limited

Bank of Communications Co., Limited

STOCK CODE
886

WEBSITE OF THE COMPANY

www.silverbasegroup.com

(Information on the website does not form part of this

annual report)

BREEBEBERERAA

CORPORATE INFORMATION
REEM

REARENE(HE]
RIMER

R BRI T

EL[m68@

P& 8 ¥ 1058

EEEIR

BASE

FEHERNBFETRE

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

P.O. Box 1586

Grand Cayman KY1-1110

Cayman Islands

BERODBFERLRE

A

5 R 5
S8 BT
fa RER1835%
& Fe
17%81712-1716 %

B BRAA

0> HI oA

EEERRIT
RERERITESHT
RERTT (B8) BRA A
RERT (BB BRAF
RBIRITRR BIRA A

IR X8R

886

X B) 48 Uk

www.silverbasegroup.com

(A4 A i) B ER I TN F & — B )

—E-NFEHR




SILVER BASE GROUP HOLDINGS LIMITED

2017/18 YEAR OVERVIEW OF SILVER BASE GROUP
Rt/ - NFEREFEBARER

2017.9

“China Baijiu Tasting Night” -
Investors Meeting

While our guests were enjoying our
“Dimple Whisky Cocktail”, Yongfu
Jiangjiu and Yaxi Cellar Baijiu, our
CEO Mr. Yan Jun and CFO Ms.
Chen Xiaoxu had an opportunity
to discuss about the present status
of the baijiu industry and share
the experience of the development
of the Group with them since we
started our B2B platform last May as
well as its result.

BlANaRAES
Baijiu Cocktail
Reception

2017.5 (MEEERER | -REEXRE
TFWA Duty Free in Singapore EAEZRRMAERN DREE L EHE
TFWA Fms o5 aE A oxEEENMEEEQBNRRE - K

SETHAHNBRELEENEH KRR
Eﬁlﬁiﬁﬁ%a,\ )QML & 5
HBTENARNSZEREE R EE5A
7 FI1AB2BF & 2 B M B R ERFAK4E

2017

2017.9

“Zui Xinyi” Wechat Social Gift Card

The Group launched “Zui Xinyi” Wechat Social gift card on
Wine Kingdom B2B Platform during Mid-Autumn Festival
and the National Holiday in order to enhance platform brand
influence.

BOEMEMER
AEEETY DESH FERESHEBTA HEHBLE)
BRIBATARMEES -

2017.11

Credit Suisse China Investment Conference - Baijiu
Cocktail Reception

We are honoured to participate Credit Suisse China
Investment Conference 2017. The Group provided 2 baijiu
cocktails for all the guests by using "Yongfu Jiangjiu"of
Wauliangye as the main ingredients.

RETEREWRE-AERRES
BMERRERZE017F - RETHAREREBE - AREERFT
MEALRERN [ KEEB RIEMHNERERMELERER

F=
=]
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2017/18 YEAR OVERVIEW OF SILVER BASE GROUP
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2018.1

HKEPPA Charity Event

The Group was invited to the charity event
organized by The Hong Kong Environmental

Protection Practitioners Association.
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2017.11

Chongqging Autumn Confectionary and
Liquor Exhibition

The Group launched new product — “Tribute
to the 80s” of Wuliangye during the Autumn
Confectionary and Liquor Exhibition in
Chongqging on 7 November.

20th anniversary celebration of
Silver Base Group

EENRES
MATHEEMZRES  AEBHRELIRRNED
[HB0FERIRIIE -

Mar

=A

2018.3

Chengdu Spring Confectionary and Liquor
Exhibition

During the Spring Confectionary and Liquor
Exhibition in Chengdu, the Group held an
event for Yaxi baijiu new product launch.
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SILVER BASE GROUP HOLDINGS LIMITED

CHAIRMAN'S STATEMENT
FERS

Dear Shareholders,

On behalf of Silver Base Group Holdings Limited (“Silver Base
Group” or the “Company”), together with its subsidiaries,
(collectively, the “Group”) and the board (the "Directors” or
the “Board”) of the Company, | hereby present the annual
report of the Group for the year ended 31 March 2018 (the

“Year under Review").

2017 is the fifth year of transformation and adjustment
of China’s liquor industry and the transitional impact
is slowly revealing. The industrial economy maintained
positive, healthy and steady growth. During the current
consumption upgrade, according to the National Bureau
of Statistics, the cumulative sales revenue of sizeable
baijiu enterprises in 2017 was RMB565.4 billion, a year-
on-year increase of 14.4%. First-tier brands were driving
the growth of the baijiu industry. Second-tier brands have

also entered their rising cycle upon the promising market

Annual Report 2018 16
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atmosphere. However, being a highly competitive industry,
the marketisation level of the baijiu industry has become
increasingly high with more intensive competition under the
optimistic industry sentiment. This has led to the continuous
deepening of industry adjustment and accelerated
integration and mergers among enterprises. In the new era
of the baijiu industry, market players must flexibly adjust the
direction and pace of development and actively grasp new

market opportunities for firmer foothold.

During the Year under Review, the Group strategically
formulated new plans and deployments to respond to the
rapid changes in the market. In view of the continuous
development of Internet and rising of “new retail” concept,
the Group moderately upgraded the system of the B2B
platform and launched a variety of value-added services,
including the We-wallet with payment functions, We-finance
for financial functions, and “Zui Xinyi” with social functions
to improve the consumer experience and enhance users’
loyalty. For further improving management efficiency, the
Group has also begun deploying Internet of Things (“loT")
“Wine Kingdom Path Finder” and making use of Cloud
computing for loT data storage, calculation, management,

monitoring, analysis, exploration and application.

In terms of business, B2B platform has received strong
support from the baijiu manufacturers and retail operators
for the past 2 years, and business members have also made
significant contributions. The Group cherishes its long-
standing partnership with business members, and focused
on nurturing existing business members during the Year
under Review. Through further opening up of the platform,
introduction of new products and expansion of non-alcoholic
products, the Group is working on strengthening the loyalty
of members and boosting platform sales. The Group’s B2B
platform developed steadily during the Year under Review,
the number of business members consolidated at around

130,000, and the results were in line with expectations.
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SILVER BASE GROUP HOLDINGS LIMITED

CHAIRMAN'S STATEMENT
FERS

Competition among the Chinese baijiu market has
intensified, the consumption upgrade trend of the liquor
sector will continue to strengthen in 2018. Consumption
branding and diversification will continue and the industry
will maintain its good growth momentum. At the same time,
under the continuous drive of internet development and

|u

rising “new retail” concept, the liquor industry will present a
more comprehensive trend of online and offline integration.
Silver Base Group being the national liquor distributor in
China, has always insisted on its persistence and enthusiasm
for Chinese liquor products with thousands of years of
culture. Looking ahead, the Group will continue to adhere
to innovations, push forward accelerated intelligent
transformation, strive to improve the quality and efficiency,
and conduct beneficial and meaningful business explorations

so as to maintain its steady development.

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

support.

Liang Guoxing
Chairman
28 June 2018
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BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Overview

For the year ended 31 March 2018 (the “Year under
Review”), the Group recorded a total revenue of
approximately HK$2,321.7 million (2017: HK$1,499.6
million), representing an increase of approximately 54.8%.
Excluding the provision for inventories, during the Year
under Review, the Group’s gross profit was approximately
HK$282.0 million (2017: HK$411.7 million). The gross profit
margin before provision for inventories was approximately
12.1% (2017: 27.5%), while the loss attributable to the
ordinary equity holders of the Company was approximately
HK$136.0 million (2017: profit of HK$6.2 million). Basic loss
per ordinary share was approximately HK5.98 cents (2017:
basic earnings of HKO0.27 cents). During the Year under
Review, the revenue generated from the PRC market and
the international market accounted for approximately 81.5%
(2017: 79.6%) and approximately 18.5% (2017: 20.4%) of

the Group's total revenue respectively.

Baijiu Business

Baijiu industry rebounded in 2015 with its upward trend
continued in 2016 and 2017, market sentiment remained
hot. During the Year under Review, business consumption
and personal consumption have gradually improved and
has replaced government consumption to become a new
driving force for consumption. The industry recovery in 2017
mainly concentrated on high-end baijiu. Both the volume
and price of Kweichow Moutai and Wuliangye went up. As
a result, high-end baijiu continued to outperform the market
leading to an increasingly concentrated market with brand
name effect getting more apparent. At the same time, the
e-commerce for the baijiu industry continued to develop
rapidly. This drove the product sales and price transparency,
pushed wine manufacturers and distributors to actively
strengthen channel construction and enhance consumer
experience for boosting competitiveness. The industry has
entered an era dominated by consumers. The consumption
upgrade led to the integration, mergers and acquisitions
within the baijiu distribution industry and putting the
industry participants at a severe situation.

19
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT'S DISCUSSION AND ANALYSIS
EEENWRDAM

As a national baijiu distributor in China, the Group has
been closely following changes in the supply and demand
in the Chinese baijiu market in order to push forward
the broader development of the industry. Baijiu industry
entered critical development stage during the past few
years. Upon the recovery of domestic consumption and
the progress of inventory destocking, the Group began to
make changes two years ago and made major and decisive
adjustments in the product structure. During the Year
under Review, the Group continued to focus on its high-
end baijiu development strategy, adding the distribution
rights (Guangdong Province) for 53-degree Feitian Maotai
500ml and global exclusive distribution rights for Wuliangye
new products “Tribute to the 80s” (52- and 39-degrees),
and also renewed the distribution rights for 45-degrees
and 68-degrees Wuliangye as well as Yongfu series. At the
same time, the Group actively seeks for suitable mid to low
end baijiu partners. In 2016, the Group’s “Wine Kingdom e
Cloud Partnership” platform (“B2B Platform”), successfully
revolutionised the traditional industry distribution model,
achieving flat sales channels and transparent pricing. The
platform has been in operations since then and is gradually
getting more stable and mature. Its development progress is

in line with our expectation.

Wine Kingdom B2B Platform

The Group’s B2B Platform was officially launched in May
2016 and has operated for nearly two years. The main
purpose of setting up the platform is to substantially reduce
excessive procedures in the Group’s product sales chain
and achieved direct sales to retail operators at “First Tier
Wholesale Price”. It also solved problems associated with
the baijiu sales model including layered pricing and low

efficiency.
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BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

During the Year under Review, the B2B Platform has steady
development. Apart from putting resources into optimising
platform system and staff training, the management also
introduced a variety of value-added services, including the
We-wallet with payment function and We-finance with
financial functions and “Zui Xinyi” with social functions to
further improve consumer experience and enhance their

loyalty to the platform.

During the Year under Review, the Group continued to
focus on cultivating the existing distribution network of
260 cities and approximately 130,000 business members.
Besides, the Group had moderate system upgrades. Apart
from optimising the original B2B model, it also added F2B
(Factory-to-Business) and P2C (Manufacturer-to-Consumer)
models, and gradually open up the B2B platform to allow
more product suppliers to participate in the baijiu ecosystem.
In addition, the Group has also begun deploying "Wine
Kingdom Path Finder” based on Internet of Things (“loT")
which is a product that senses the operational information
of goods through intelligent terminals, and by leveraging
cloud computing framework of the big data platform for loT
data storage, calculation, management, monitoring, analysis,
mining and application. This would allow companies to
monitor operational data in relation to marketing and
inventory to solve four major issues within baijiu industry

namely “loss, anti-counterfeiting, inventory, traceability”.

In addition, B2B Platform launched a series of promotional
activities during the Year under Review, such as 919 events,
membership days, and year-end sales promotion to boost
online sales. All these activities successfully enhanced the
brand influence of the platform, promoted user loyalty, and

stimulated platform sales.
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT'S DISCUSSION AND ANALYSIS

BEEEN®R DM

Wine and Cigarettes

As consumers nowadays are more knowledgeable about
wines, they have higher requirements for variety and quality.
We expect that wine will become more popular, which
implies huge growth potential. The management will pay
close attention to the development and changes in the
market and make appropriate plans and adjustments. The
revenue of the cigarette business during the Year under

Review was similar to that of the same period last year.

E-Commerce Business

During the Year under Review, Wine Kingdom continued
to maintain good cooperation relationships with the
mainstream e-commerce shopping platforms such as

Jingdong Mall, Yihaodian, T-mall, Vip.com and Amazon etc.

Non-alcohol business

High-end liquor has established stronger brand influence
since 2017. Since then, the polarisation of the baijiu
industry has become more obvious, which intensified the
industry competition among distributors. In response to the
uncertainties brought by the industry changes, during the
Year under Review, the Group gradually opened up the B2B
Platform through its national network, besides the newly
introduced sugar products, our business members could also
introduce more baijiu products and non-alcoholic products
to maximise the platform efficiency. The Group believes that
the development of non-alcoholic business can effectively
cushion the adverse effects of the competition in the
baijiu industry, and at the same time, it will also be able to
generate more sales through product diversification. We will
adopt a prudent strategy to develop non-alcoholic business
to ensure our main baijiu business and operating cash flow

will not be affected.
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BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Outlook and Future Development

China baijiu industry signaled its recovery since second half
of 2017 under the push of the sizeable wine manufacturers.
China baijiu industry is expected to enter new definitive
growth and development period. Upon the promising
industry sentiment, Silver Base Group being the national
baijiu distributor in China, will continue to actively develop

and promote B2B Platform business for moderate expansion.

Looking ahead, the Group will make strategic adjustments in

four areas.

In terms of channel construction, the Group will form
respective dedicated channel deployment team in each
province and district and establish a flat distribution network

through local distributors to stay closer to the market.

In respect of products, the Group will continue to upgrade
its existing products, and expects to introduce more mid to
low end liquor brands and products at appropriate times
to meet with the needs of consumers, and to leverage the
trading experience to further expand non-alcoholic products
for product enrichment, B2B Platform value maximisation, as

well as for broader development and profits.

In terms of B2B Platform construction, the Group will
continue to optimise the platform for allowing members
to enjoy better consumer experience. Besides, the Group
will gradually open up the B2B Platform by integrating and
introducing more product suppliers, and to attract more
downstream customers to make purchases on the platform

through more marketing events.
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT'S DISCUSSION AND ANALYSIS
EEENWRDAM

In terms of operation management, 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 is confident in building a Chinese baijiu B2B
ecosystem based on the increasingly mature B2B Platform.
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. 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
through better services and enriched product lines in order
to reward our shareholders, employees and customers for

their continuous support.

FINANCIAL REVIEW

Revenue and Gross Profit

The Group generates its revenue primarily from sales of
high-end liquors. For the year ended 31 March 2018,
the Group recorded a total revenue of approximately
HK$2,321.7 million,
approximately 54.8% compared to a total revenue of
HK$1,499.6 million for the year ended 31 March 2017. For
the year ended 31 March 2018, approximately 81.5% of
revenue was derived from the PRC market (2017: 79.6%).

representing an increase of
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BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

The Group's revenue derived from the distribution of liquors
represented approximately 63.9% of the total revenue for
the year ended 31 March 2018 (2017: 99.5%) while the
revenue derived from the distribution of sugar, cigarettes
and others represented approximately 36.1% of the total
revenue for the year ended 31 March 2018 (2017: 0.5%).

The Group’s gross profit for the year ended 31 March 2018
was approximately HK$225.7 million (2017: HK$410.2
million). The decrease in gross profit was mainly due to the
increase in sales volume of non-alcoholic products during
the year and the gross profit of such products was relatively
low. Excluding the factor of provision for inventories, the
Group’s gross profit for the year ended 31 March 2018 was
approximately HK$282.0 million (2017: HK$411.7 million),
the gross profit ratio before provision for inventories was
approximately 12.1% (2017: 27.5%).

Other Income and Gains, Net

Other income and gains, net amounted to approximately
HK$0.8 million for the year ended 31 March 2018 (2017:
HK$8.4 million). Such decrease was mainly due to the

decrease in bank interest income and other income.

Selling and Distribution Expenses

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

rental expenses and miscellaneous expenses related to sales.
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT'S DISCUSSION AND ANALYSIS

BEEEN®R DM

Selling and distribution expenses amounted to approximately
HK$198.7 million (2017: HK$294.9 million) accounting for
approximately 8.6% (2017: 19.7%) of the revenue of the
Group for the year ended 31 March 2018. Such decrease
was mainly due to the effective expense control during
the year and the one-off expenses incurred in relation to
the establishment of the B2B Platform and B2B conference

events during the year ended 31 March 2017.

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

administrative expenses.

Administrative expenses amounted to approximately
HK$87.0 million (2017: HK$80.7 million) accounting for
approximately 3.7% (2017: 5.4%) of the revenue of the
Group for the year ended 31 March 2018. Such increase
was mainly due to the increase in equity-settled share option
expense and legal and professional fees for general advisory

services.

Write-back of Impairment/(Loss from Impairment),
Net

Loss from impairment, net amounted to approximately
HK$8.8 million (2017: write-back of impairment, net of
HK$11.8 million) for the year ended 31 March 2018. The
change was mainly due to the increase in impairment

allowances of property, plant and equipment.
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BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Finance Costs

Finance costs amounted to approximately HK$64.2 million
(2017: HK$48.7 million) representing approximately 2.8%
(2017: 3.2%) of the Group’s revenue for the year ended
31 March 2018. The finance costs include interest on
discounted bills, 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

Hong Kong profits tax has been provided at the rate of
16.5% on the estimated assessable profits arising in Hong
Kong during the year. In prior years, no provision for Hong
Kong profits tax had been made as the Group had available
tax losses brought forward from prior years to offset the
assessable profits generated during that year. Taxes on
profits assessable elsewhere have been calculated at the
rates of tax prevailing in the countries or jurisdictions in

which the Group operates.

Profit/(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 year ended 31 March 2018 amounted to approximately
HK$136.0 million, as compared to the profit attributable to
ordinary equity holders of the Company of approximately

HK$6.2 million in 2017.

Dividends
The Company did not pay any interim dividend during the

year.

The Board does not recommend the payment of a final
dividend for the year ended 31 March 2018.
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT'S DISCUSSION AND ANALYSIS
EEENWRDAM

Inventories
As at 31 March 2018,
approximately HK$904.4 million (2017: HK$697.8 million).

the Group’s inventories was

The increase was mainly due to the sharply increase in the

purchase volume during the year.

Trade and Bills Receivables

The Group has adopted stringent credit policy. Generally,
most of 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 and bills receivables was mainly due to
the decrease in the amount of bills issued by the customers.
All of the trade and bills receivables was settled up to the

date of this annual 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$198.3 million (2017: HK$182.7 million) had been made
by the Group as at 31 March 2018.
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BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

As at 31 March 2018, the trade and bills receivables net
of provision were approximately HK$63.2 million (2017:
HK$99.6 million). Approximately 44.4% of the net trade
and bills receivables were aged within two months as at 31
March 2018 (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 annual report, the Group’s
subsequent settlement of the trade and bills receivables was

approximately HK$63.2 million.

Trade and Bills Payables

As at 31 March 2018, the trade payables was approximately
HK$512.3 million (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 31 March 2018. Up to the date of this annual

report, the bills payable was repaid.
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SILVER BASE GROUP HOLDINGS LIMITED

MANAGEMENT'S DISCUSSION AND ANALYSIS

BEEEN®R DM

Liquidity and Financial Resources

As at 31 March 2018, the Group had cash and cash
equivalents of approximately HK$418.9 million (2017:
HK$356.9 million), approximately 43.3% (2017: 73.2%)
of which was denominated in RMB, approximately 45.5%
(2017: 15.6%) of which was denominated in Hong Kong
dollars and approximately 11.2% (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 31 March 2018, the Group’s net current
assets were approximately HK$1,300.2 million (2017:
HK$998.5 million).

Capital Structure of the Group

Total interest-bearing bank borrowings as at 31 March
2018 was approximately HK$74.9 million (2017: HK$213.3
million). The interest-bearing bank borrowings included trust
receipt loans and bank loan. All (2017: 76.6%) of the total
interest-bearing bank borrowings was denominated in RMB
and nil (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$74.9
million (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$74.9 million repayable within one year. For the year
ended 31 March 2017, approximately HK$56.3 million
repayable within one year and approximately HK$107.0

million repayable over one year.

Annual Report 2018 30

NRBEERVEER
RZZE—N\F=ZA=+—H A5ENRS
MRS EEDHNMSIAEB L(ZE—+
F 3569 BB IT)  H433% (=T —+t
F:732%) AARBEGE  8945.5% (ZF
—tF :15.6%) WABTEERN11.2% (=
T—EF: M2%) AEMERTE Re K
REEEMENETZRHANKELETHME
SEMREITEFNTSRIBEHMN ﬁé:%
—NFE=ZA=+—R FXEENRHEETF
B#41,3002B 8B T (ZE—+tF 998580
BEIL) °

ZIXE .E’] é{Z'KI\DT%
R-E—NF=ZA=+—HBH:TBRITEE
BEEOTARB AT (ZE—tF :213.37H

BAET) s RRTEREERERVEETRR
RITEF - st BRITEEREE2M (=T —+

F:76.6%) AAREFERTE(ZZ—+
£ 23.4%) LAETEE -

AEENRTEFRUARESNE -~EE A
BAN740BEB T (ZE—+LF 11633858

BIT) CRITERBEA )EKIEEE’MIKM
‘«')\um@]il'gf 7_'{ °

ﬁE BIRITE R Z B BGS

ZIRITERAE

BZSEA  QNIAEEBTAN —FRNE
EoHE_T—+tF-A=ZFT—HILFE
3ESEBTANR—FAEEMNI107.08



BREEBEBERERAA

MANAGEMENT'S DISCUSSION AND ANALYSIS

During the Year under Review, the Group issued bonds with
an aggregate principal amount of approximately HK$430.9
million, before related expenses of approximately HK$75.0
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
September 2025. 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 Year 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

MANAGEMENT'S DISCUSSION AND ANALYSIS

BEEEN®R DM

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, amount due to a director
and bond payables less cash and cash equivalents. Total
capital represents equity attributable to the ordinary equity
holders of the Company. As at 31 March 2018, the gearing
ratio was approximately 59.9% (2017: 52.5%).

Employment and Remuneration Policy

The Group had a total work force of 283 employees in
Hong Kong and the PRC as at 31 March 2018 (2017: 357
employees). The total salaries and related costs (including
Directors’ fee) amounted to approximately HK$117.4 million
for the year ended 31 March 2018 (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.

LITIGATION

In December 2013, one distributor of the Group (the
“Plaintiff”) filed a claim to a District People’s Court in
the PRC (the "“PRC District People’s Court”) against one
of the Group’s subsidiaries in the PRC in relation to the
Group's obligation to buy back certain inventories from the
Plaintiff (the “Claim”). The Plaintiff demanded the purchase
consideration and related compensation from the Group of
approximately RMB20.1 million (equivalent to approximately
HK$25.1 million) in total.
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According to a judgement dated 25 August 2015 issued
by the PRC District People’s Court, the Group was liable to
buy back certain inventories from the Plaintiff with a total
consideration of approximately RMB18.9 million (equivalent
to approximately HK$23.6 million). The Group has filed
an appeal for such judgement to the PRC District People’s
Court in September 2015. According to a judgement dated
7 January 2016 issued by the PRC District People’s Court,
the appeal from the Group was dismissed and the original

judgement dated 25 August 2015 was sustained.

At the date of approval of these financial statements, the
Group and the Plaintiff are under the negotiation for the 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.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

Introduction

Silver Base Group Holdings Limited (together with its
subsidiaries, “Silver Base Group”) is listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (Stock code: 886). Silver Base Group (also referred
to as “the Group”, “we” or "us”) is a leading operator of
high-end liquor products in China and the world which owns a
professional liquor sales platform. It is principally engaged in:
(1) the distribution of a number of Chinese and overseas high-
end liquor products, with baijiu as the most prominent items
together with high quality wine and whiskey products from
around the world; (2) the establishment of an international
sales network which covers different regions of China as well
as various countries in Europe and Asia by means of a self-
operated online sales platform “Wine Kingdom”, which carries
a host of diverse wine and liquor products; (3) the development
of the overseas market in the sales of various brands of Chinese
cigarettes.

In recent years, the issues of environmental protection, energy
and sustainable development have become a hot topic in
countries around the world. With the people’s increasing
concerns in the environment, the Stock Exchanges has
requested each of the listed companies to submit an annual
Environmental, Social and Governance Reports (“ESG Report”).

By means of telephone conversation and questionnaires, we
communicated and exchange ideas with the stakeholders of
our Group in respect of their concern and expectation to the
disclosures of various environmental, social and governance
aspects in our ESG Report. It is far beyond a one-off exercise but
a vital and perpetual mechanism for us to prepare our future
ESG Reports. Based on the level of the concern of our Group’s
performance in various environmental and social aspects by the
Group’s stakeholders, their valued key performance indicators
are presented in detail in this report. Meanwhile, continuous
adjustments and improvements to the ESG Report will be made
after taking in account of various stakeholders’ opinions on
the Group. In addition, the Company engaged an independent
agency with recognised professional qualifications to assist the
Group in establishing a more effective data collection system
for key performance indicators, performing materiality analysis
and providing training to the heads of major department.
More importantly, we aim to uplift our employees’ concerns of
environmental protection as well as their caring for the society
through their participation in those procedures.
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The Group welcomes stakeholders’ feedback on our ESG
approach and performance. Please give your suggestions or
share your views with us via email at info@silverbasegroup.com.

Silver Base Group is committed to the improvement and
optimisation of the three pillars of sustainable development —
the environment, the society and governance. We believe that
the commitment to sustainable development is no superficial
effort, but a necessary condition for the development of the
Group. Through practising the idea of sustainable development,
we will eventually achieve competitive advantage, improve our
market share and bring long-term benefits to our shareholders.

The Company has incorporated its sustainable development
strategy into its corporate culture and daily operation plans
and practices to achieve the Group’s business continuity
and sustainable development and enhance the value of the
Company. The Company has established the following strategic
goals:

- Adopt cost-effective options available to reduce
emissions and minimise the use of resources;

- Strive to safeguard the best interests of consumers in
the area of food safety;

- Build and provide a comfortable and safe working
environment for the Group’s employees to enhance
work efficiency;

- Promote the development of our personnel, including
management personnel and build talent tanks;

- Establish a fair and equitable business model; and

- Care for the society and dedicate to various public
welfare activities.

The board (the “Board”) of directors (the “Directors”) and
the directors of the Company jointly and severally accept full
responsibility for the authenticity, accuracy and completeness
of the information contained in this report and confirm that
there are no false records, misleading statements or material
omissions in this report.

35

RE - #E8RERME

REEBOERFNERKRMOIRE g
REBHERKBRREHRER EUEFH
% (info@silverbasegroup.com) 124 #)

BRREAEEMOZENER -

REEERBREIUE AR H A FEE
RO=—AIHNTERE-IRE LK
ER o HIIMEE  BRAFEERIERY
FRBREK  MEAREEROME
G BRERAFESRRNES &M

BISHF SEAloniE A

BRERGRFED IR

BE  UABRREREERNS

ARBEAFHEEREBEBALECR
AE2EFIRERY  BRAEERK
BRENER  RAARFEE - ARA
BIE T THIEBEE B AR

— BEUSHAARARZmT R
LPEHRREREIR

— BNKRHBERYLEHEZ:

- RBYMEHFERZETHER
BRASENET - BNTHE

W

- BEAS REEEAL R
ST AR

— HIUAT AEMEEER
)54

ARmEHR(ER)S((EFe )R
2REEFREBEARENTIEFEL

AERLH  REERAKEAE

5Fﬁ : jf%TEWWE’JE?'\‘E - B
NEBMAERREFEE -

- NFFER




SILVER BASE GROUP HOLDINGS LIMITED

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE HERERRS

1.1

The Environment

We are aware of the numerous pressing environmental
threats faced by the planet earth today, such as climate
change, depletion of natural resources and waste disposal
problems. All countries, enterprises and individuals must
work together to address and solve the problem. As
such, the focus on nurturing environmental protection
awareness is the first priority task of the Group in
environmental protection, with an aim to implant in
the hearts and minds of the employees the idea of
environmental protection, which will be passed on to their
successors in generations to come.

The Company assessed the degree of risk involved in
relation to environmental protection of the Group. Since
the Group’s main business is distribution of products,
it does not involve large amounts of greenhouse gas
("GHG") emissions and harmful substances. As such, the
Company believes that material risk in this aspect does not
exist in our Group.

Emissions

In the course of the Group’s operations, nitrogen oxides,
sulfur oxides, particulate matter and GHG emissions' arise
from the use of electricity, cars, aeroplanes and heating
equipments in our staff quarters.

During the Year under Review, direct and indirect (result
from the generation of purchased of electricity and
heating) emissions of GHG from operations of the Group
are as following:

B
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REEFERN AASEZEMmE
EMEREEZ (BBERBREEL
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Item Tonnes
£ g
Total volume (tonnes CO,-e) 1,515.8
BE(ZELiREET)

Density (tonnes CO,-e/HK$ one million revenue) 0.7

EE(CRUREEM, F—A8 B TR

1. According to the opinions collected from our stakeholders
and the evaluation results of degree of concern and
materiality, the Company did not report the Group's
emissions of nitrogen oxides, sulfur oxides and particulate
matter during the Financial Year.
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The Group has been steadfast and relentless in the
implementation and execution of its sustainable
development strategy for the environment, and complies
with the laws and regulations in Mainland China and
Hong Kong that are relevant to its operations, including
the Energy Conservation Law of the People’s Republic of
China (FEZEARZEFEIETAIEEIRE) and the Road Traffic
Ordinance of Hong Kong (for vehicle exhaust emissions).
The Group has developed a series of regulations and
rules in this regard, and relevant departments of the
Group have joined hands to do our best to protect the

environment.

To fulfill its corporate responsibility of reducing emissions,
the Group has adopted and implemented a series of

measures:

(1)  Employees are requested to turn off office lights
when they leave the office premises (at lunch time
and after work);

(2) Employees are encouraged to travel by public
transport to reduce the frequencies of using
company’s commercial vehicles. In order to monitor
the use of company vehicles, company vehicles are
required to be parked at the designated car parks
after being used every night. In addition, in view of
the specific geographical location of the Group’s
Shenzhen office, the Company has arranged regular
shuttle buses to run between the office and the
nearest subway station for the convenience of the
employees to access to public transportation when
commuting to and from workplace. This arrangement
helps reduce pollution and emission of greenhouse
gas;
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(3) For employees who need to travel, the Group has
formulated new management policy for business
travels. The objective of reducing emissions as much
as possible is also fully embodied in the new policy,
such as the choice of transport and the requirements

for accommodation arrangements; and

(4) The Group has made corresponding improvements in
operational management. For example, the locations
for warehouse selected in large cities to shorten the
distance of product distribution; B2B online sales
platform has been established to replace the previous
multi-level distribution model, thus minimising the
distribution processes. The new model has not only
achieved the purpose of environment protection
by simplifying sales processes, but has also made
substantively advances to reduce the Company’s

financial expenditure.

1.2 Use of Resources

For the systematic development of environmental
protection awareness of the Group’s employees, we have
established the ESG Report working team to monitor and
complete the relevant tasks. For example, the Group has
introduced to the Board the contents and requirements
of the ESG Report through slide shows and short videos,
and organised environmental protection related promotion
activities. The Group has been actively implementing
various green office initiatives to promote environmental
protection and aims at introducing and completing the
installation of automated office system (OA system) within
the year to achieve the goal of a paperless office. Keeping
in mind the idea of “not giving up to do good things
though they may be trivial”, the use of paper is minimised
as much as possible through specific and refined measures
such as the reduction of printed matters including the
reduction of printing volumes of annual reports, interim
reports, circulars and other corporate communication
documents, the readjustment and rearrangement of
line spacing for Chinese and English annual and interim

reports. E-mails are sent to shareholders to confirm if
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they will opt for receiving the Company’s documents in
photocopies or in electronic formats. By making use of the
daily opportunities of environmental protection promotion,
there has been an obvious improvement in the employees’
awareness, which is an encouragement for us to continue
with confidence. We admit that the achievements we
made are only preliminary at this stage. Continuous
efforts are necessary for the final objective in achieving

sustainable development.

In line with our strategy of minimising the consumption
of the earth’s precious resources, the Group has made
further changes to the actual working environment as
follows:

(1) In respect of waste treatment, the Group has
introduced waste classification guidelines to
differentiate daily waste into recyclable waste, non-

recyclable waste and recycled paper waste;

(2)  When printing corporate communications such
as annual reports, interim reports and circulars
and other related documents, the Group uses
environmentally friendly paper as much as possible,

in order to minimise the damage to the environment;

(3) Employees are encouraged to print on both sides of
paper and re-use waste paper whenever possible,
and to make plans before printing to avoid paper
waste. They are also encouraged to communicate
by e-mail in order to reduce the unnecessary use of
resources and to reduce unnecessary travelling by
transport whenever possible;

(4) Employees were educated to make intelligent use
of water at workplace whenever possible to reduce

unnecessary consumption of resources;
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(5) The Group has also formulated a series of rules
in relation to the management of internal office
equipment and environment. For example,
computers are replaced only when necessary, rather
than for the undue pursuit of updated styles or
new generations of technology. When replacing
computers and electrical appliances, those with
higher energy efficiency will be preferred; When
carrying out interior decoration, focus is placed on
the capturing of natural daylight to reduce the use of
electric lighting. The indoor temperature for offices
is required to be set at 26 degree Celsius. Garden
design is used at the terrace in the office lounge
areas to achieve maximised green area ratio within
limited space. This is not only beneficial to the health
of the employees but also coincided with the needs
of the environment protection; and

(6) The Group has introduced requirements for product
packaging, which greatly reduces the waste of
resources arising from excessive packaging by
improving the existing packaging standards.

Below is an overview of resource consumption of the
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Group during the Year under Review: FEEABE
Density
(/HK$ one
Item Total Consumption million revenue)
BERE
(B—BBEAER
=xi HIEFE W)
Electricity consumption (kWh) 460,349.3 198.3
HE(TRE)
Vehicle fuel (litres) 17,335.0 7.5
B DR E (R F)
Plane fuel (litres) 393,846.0 169.6
AR (2T
Gas (MJ) 6,864.0 3.0
KR ORER)
Water consumption (m?) 7,357.3 3.2
FEK (LK)
Packaging materials (kilogram) 1,932.0 0.8
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1.3 Environment and Natural Resources

The Group actively promotes environmental protection.
Various rules and regulations for optimising its office
environment have been introduced and emphasis has
been put on the full implementation of the concepts
of green operation and green office. The Group has
been consistently implementing various measures to
reduce emissions and the consumption of energy and
natural resources. The Group educates and encourages
its employees to avoid purchasing excessive office
supplies, share stationery that are sparsely used, reduce
consumption of resources, and develop and maintain good
work habits and living attitudes that could contribute to a

sustainable future.

The Group aims at controlling the environmental
impact of the Group’s operations through continuous
monitoring and takes corresponding measures to
minimise environmental degradation, the concepts of
natural resources protection and waste reduction are also
incorporated into its corporate culture so as to achieve

sustainable development.

The Group has constantly been committed to improving itself on
its path of environmental protection. While the Group continues
to introduce measures to minimise resources utilisation
and reduce emissions, we believe there are still rooms for
improvement. Although we consider the Group’s operation does
not involve high emission and large-scale use of resources, as
a member of the community, the Group must lead by example
and work with all social stakeholders to create a better living

environment for our next generation.
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2.1

Annual Report 2018

The Society

As a corporate citizen, Silver Base Group has been taking
a proactive role in showing concerns for the society and
fulfilling corporate social responsibility. Since our inception,
we have been advocating harmonious integration with the
society and environment. Our adherence to the concept
of contributing to the society has never changed. We look
forward to witnessing the day when the whole business
community is fully aware of the importance of corporate
citizenship, which involves the common development of
enterprises, the society and the nature through voluntary
practices by the business community. We have organised
events for the promotion of traditional culture and
activities such as “Getting Closer to Nature” and have
also participated in various charitable activities. Through
a series of events contributing to the society, we hope to
encourage the employees to realise their potentials and
show their strengths in these corporate social responsibility
activities, thereby developing a broad vision and cultivating
a rich global view. Together with our employees, investors,
customers, suppliers and the vast community, we look
forward to creating a wonderful world of sustainable
development.

Promoting Traditional Culture and Bringing Vivid
Colour to Life with Baijiu

To promote the traditional Chinese culture, the Group
leveraged on its advantage as a distributor of wine and
liguor products and successfully held several baijiu tasting
events which featured various styles of baijiu cocktails that
use Yongfu Jiangjiu as main ingredient in contemporary
atmosphere. The success of the events did not only let the
guests experience the richness and fragrance of Chinese
baijiu, but also introduced to them the extensiveness
and profoundness of Chinese wine culture, with in-
depth understanding of the history and classical allusions
implicated behind baijiu. We believe the guests must have
discovered a lot more flavours and tastes from the baijiu
after these events. In fact, this is our intention. Through
the preparation of baijiu cocktails of different tastes
and flavours, we can promote the Chinese culture by
encouraging more people to accept the taste of baijiu. At
the same time, we also promote the positive implications
of baijiu, and keep people away from the negative impacts
of alcohol abuse on families and the society. Through
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our efforts, we hope to pass on the heritage of baijiu
to the future in a healthier manner. We also encourage
the pursuit of exquisite tastes in life and more frequent
gatherings of families and friends, through which people
can share moments of their living, enjoy lives and build a
harmonious society.

Know our homeland: Organise Wetland Park visit for
employees and their family members

In addition, the Group also arranges weekend outdoor
group activities for our employees and their family
members from time to time. In the beginning of the spring
this year, we invited our employees and their families to
visit the Hong Kong Wetland Park as an education activity
to promote the knowledge of environmental protection.
Tour guide is engaged to offer detailed explanation
and commentary throughout the visit. During the visit,
the participants enjoyed the close encounter. Through
detailed introduction by the guide, the participants have
gained a systematic understanding of the earth's ecology,
the importance of environmental protection, and ways
to contribute to environmental protection in our daily
lives. At the end of the event, everyone was very excited
when sharing their feelings. As it was a meaningful way
to spend a weekend with families and friends and it
provided an opportunity for the participants to deepen
and further their understanding and learning of our living
planet — know the facts and understand the rationale
behind. It also educated our next generation to care for
the environment. Participants all showed enthusiastic
responses and hoped for more of such activities.

We organised a Hong Kong
Wetland Park visit for our
employees and their family
members and promoted the
understanding of the importance
of protecting the environment.
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2.3 BETRE
BRUAEVEBIN ARt EERTE B
EHR—HNHE  RAEE—FHE
BB2mTSBAEE

2.3 Participating charity activities throughout the year

Apart from the above activities, the Company has also
actively participated in various charity activities during the
year to contribute to the community:

2.3.1 Charity Run & Walk for Volunteering
The Company encouraged its employees to

231 FMZETTEE
NAEFREBETIZNTE

participate in the Run & Walk for Volunteering 2017
organised by the Agency for Volunteer Service (AVS)
at the end of last year. The event aims at meeting its
fundraising goal and promoting the development of
volunteer work by the proceeds. On the day of the

BIEERB(ERIR) 817
AVSEBZEITIERI017)58)
ZEHELABEFSEER
BTN ESRBEIELER -
EEHEXR ZNMNEIBES

R —FEERARILIRES
IR EERE - —EMER
BB BATT BRETM&EKR—
FEETHREER RERTH
REEEBIERETECH
the finish line together in the charity walk. They all —f e

event, participating employees, dressed in company
sportswear made for the event, were in high spirits.
They either gave their best effort and competed
in a friendly way in the charity run, or encouraged
each other all along the way and eventually crossed

dedicated themselves to the promotion of volunteer

work through practical actions.

Our employees and their family members
participated in the Run & Walk for Volunteering
2017 organised by the Agency for Volunteer
Service (AVS).

AEBETIRREBLMETERBENNAVSE R
ETIEINTES -
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2.3.2 Participated in the Charity Night organised by the

Hong Kong Environmental Protection Practitioners
Association and supported its fundraising campaign

In the beginning of the year, the Group was also
invited to participate in the Charity Night organised
by the Hong Kong Environmental Protection
Practitioners Association. The theme of the event
was “Bringing the Grass-roots citizens together.
Serving the Society”. The funds raised in the event
will be used by the Hong Kong Environmental
Protection Practitioners Association to provide
emergency assistance, scholarships for children of
members and organise various activities for grass-
roots citizens, including environmental protection
practitioners. On behalf of the Group, Mr. Liang
Guoxing, our chairman, donated HK$1 million at the
event to promote the development of environmental
protection in Hong Kong and promote the progress
of public welfare undertakings. Meanwhile, as a
substantial shareholder of a listed company in Hong
Kong, Mr. Liang Guoxing also hoped that his move
would raise the awareness of charity activities and
public welfare undertakings among Hong Kong
listed companies, promote environmental protection
and social harmony, and embrace more social
responsibilities together.

Through organising and joining the above-mentioned
activities, we continuously gain experience during the
process and hope to do better in the future. While
liaising with the community, we come to notice
that, as a corporate citizen, we can contribute to the
society through different means. By focusing on the
characteristics of the current activities, we are able to
find directions for improvements. We hope that the
upcoming activities organised or joined by the Group
can further penetrate into various social groups and
further extend their influence so as to deliver more
positive messages to the society.

However, we still have a feeling that our contribution
to the society is inadequate. In the coming days, we
will further strengthen our effort in demonstrating
the close relationship between the Group and the
society.

It matters not because we gave but because we
shared and learned the essence of sharing.
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2.4 mEEA BRI

2.4 Cherish our Memorable Past and Look Forward to a
Bright Future

It is worth mentioning that this year also marks the 20th
anniversary of the founding of the Group. The Group
held a series of celebration activities for this milestone,
including the in-house production and performances by
our employees, giveaways and honoring outstanding
employees at the gala evening. Employees’ efforts and
contribution were recognised, and employees’ confidence
in and recognition of the Company were further
enhanced. The employees are fostered to complete various
works and tasks in a comfortable way.
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Mr. Liang Guoxing, our Chairman, and Mrs. Liang
joined our Directors in the celebration of the
Group’s 20th anniversary.

ARRETERAREANBRECEETHER
AEERT - +EFRE -

Employment and Labour Practices

Silver Base Group believes that human resources is the
key to corporate operation and development. It is also
the core competitive advantage for the Group in the
market, as well as a motivation for our continuous growth
in the future. In order to create a solid and harmonious
professional team, Silver Base Group provides an equal
opportunity working environment which protects the
basic rights and interests of the employees. While giving
much concerns about the employees’ demands, we also
ensure their physical and mental health, so as to effectively
enhance the team’s enthusiasm and efficiency at work.
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Employment Labor Standards

With regard to recruitment and protection of basic
rights of its employees, Silver Base Group complies with
relevant laws and regulations in Mainland China and
Hong Kong, including the Labour Contract Law of the
People’s Republic of China (FEAREXMELHAEF
J%), the Social Insurance Law of the People’s Republic of
China (F#ZE AR KRBT EREE), the Regulations on
Payment of Wages for Shenzhen Employees (FJITH 8T
T&ZF14H), the Employment Ordinance of Hong Kong
and the Mandatory Provident Fund Schemes Ordinance
of Hong Kong, formulates and strictly implement the
relevant management system and measures. So far, all
the employees of the Group meet the required minimum
working age as stipulated in relevant laws and regulations
in Mainland China and Hong Kong, and there is no illegal

employment of child labour or forced labour.

We highly value the diversity in recruitment. The Group
opposes any act of discrimination, and sincerely hopes that
all employees can contribute to Silver Base Group with the
best of their abilities. We believe that an open, free and
congenial environment will enable employees to willingly
pursue their better selves. Also because of our diverse staff
backgrounds, Silver Base Group is able to differentiate
itself from its peers, and has become a leading high-end
liquor operator in China and the world today.

Concern about Employees Health and Safety

Silver Base Group is concerned about the physical health
of employees. The Group purchases insurances for its
employees and has formulated rules in relation to annual
leave and sick leave in accordance with relevant laws
and regulations in Mainland China, which include the
Regulation on Work-Related Injury Insurances of the
People’s Republic of China (2 AR LT THRIEIEH),
and Hong Kong. We do not encourage employees to
come to work when they are sick. Instead, we advocate
a balanced work-life relationship for the employees. First

aid kits and medicines are provided free in office premises
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relieve physical illness caused by monotonous workplace M+ TEETHLERER A&
EEAEREIAEFENPAR
ROBEBIMESRETE B
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health. The Group tries its best to create a comfortable ?Eé U RTEAESE TRRE

TEHRENPINESF

for the use in emergency situations. At the end of last
year, in collaboration with various medical institutions, the
Company invited experienced doctors to perform physical

therapy for employees in need at our premises so as to

posture for prolonged period of time. This arrangement
was enthusiastically received by our employees. In
addition, the Group also values the employees’ mental

office environment and provide enriched living for the
employees after work. Accordingly, we have built an
outdoor leisure terrace with garden design, where a
varieties of outdoor activities are organised for the
employees and their family members from time to time.

The employees of the
operation centre of our
Shenzhen subsidiary
company posed at the
entrance of Dapeng
Fortress in an outing
activity.

The employees of the
information technology
department of our
Shenzhen subsidiary
company enjoyed nature
during an outing in Eastern
AREBRIT AR LER D Bay, Huizhou.
BT 2MEE8 - RABS
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3.3 Training and Development 3.3 BEELZ

The Group puts tremendous emphasis on internal and
external learning and training, which are essential for
the uplifting of the employees’ level of education and
ability. This will ensure the continuous improvement of
work efficiency of the employees together with the steady
development of Group. To this end, we have developed
a customised personnel development plan which is
consistent with the expansion needs of the Company.
Comprehensive induction training are provided for new
employees. Internal trainings for relevant participants are
organised on a regular basis. Team building activities, if
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needed, are arranged so as to continuously enhance the
professionalism and team spirit of the employees. Each
of the departments has their respective development
budget for employees to participate in special external
trainings or lectures to acquire professional knowledge.
In addition to training opportunities, the Group has also
adopted an incentive system with regular assessments
of the employees, in which the outstanding employees
can further uplift their potentials with the provision of

promotion opportunities.
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Our new hire at the
welcome reception and
learned about the Group’s
structure and culture.

Mr. Yan Jun, our chief
executive officer, presided
over the 360-degree
learning camp designed for
all our staff.

AEEFETHREDFE -
TREBERE R -

3.4 Labours Standard

The Group does not tolerate any form of child labour
and forced labour, and strictly complies with the relevant
provisions of the Labour Contract Law of the People’s
Republic of China (PEARKME S EERIE) and the
Employment Ordinance of Hong Kong.

Operational Management

To ensure its smooth operation, the Group has established
a series of management measures and methods, for the
strict monitoring of processes, especially in the important
areas of supply chain management, product liabilities
and anti-corruption. It is expected that these measures
will effectively help ensure the Group’s sustainable

development.
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4.1

4.2

Supply Chain Management

The supply chain department of Silver Base Group
adopts systematic management. It has developed a set
of procurement management procedures to meet the
Group’s procedural requirements and carried out its
strategic implementation. In addition, we also apply
various management techniques such as Management
by Objectives in which relevant performance indicators
are defined and processes are controlled and improved
accordingly.

We firmly believe that effective management of suppliers
can ensure the sound operation of an enterprise and the
quality and safety of products and services. As such, the
Group has developed relevant management procedures
according to the requirements of national and local
regulations for the supplying entities of various products
and services. This is to ensure that the procurement
procedures comply with laws and regulations, and that the
suppliers meet the required standards in terms of quality,
environmental protection and safety.

Product Responsibility

The Group highly values product responsibility and
complies with the Food Safety Law of the People’s Republic
of China (FEARAFMERMEZE)E) and the Law on
Protection of Consumer Rights of the People’s Republic
of China (FEARKFMEEEEE=RREE). To this
end, we have developed detailed management policies
which cover the areas of product quality control, product
safety, after-sales services and customer satisfaction. The
persons in charge and relevant personnel of supply chain
and marketing departments attend relevant requirement
meetings regularly to discuss existing issues in procurement
and customer needs, and analyse the customers’ buying
decision process so as to identify the quality products that

will meet the customers’ requirements.

While ensuring that relevant measures comply with the
laws and regulations, we would also like to maintain
and protect the brand equity and related culture of the
products that we operate more effectively.
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4.3 Anti-corruption and Anti-money laundering

Silver Base Group puts tremendous emphasis on
establishing the integrity of the internal administration of
Group. The Group also strictly adheres to the Prevention
of Bribery Ordinance in Hong Kong and the relevant anti-
bribery laws set out in the Anti-Unfair Competition Law
of the People’s Republic of China (hEEARLFEKRR

E# %), According to the business nature of the
Group with consideration of the practical conditions, we
have established the relevant monitoring system and anti-
corruption system. The publicity of common corruption
vulnerabilities and the supervision of the employees in
relevant departments are strengthened. At the same time,
we instill the concept of integrity into the employees,
we encourage the reporting of corruption and set up a
whistle-blowing system. We want to stop any form of
corruption acts as much as possible. It is worth noting
that, during the process of the Group's operation, we have
consistently adhered to the principle of integrity, which
has been deeply implanted in our corporate culture. While
requiring every employee to comply with such principle,
we also welcome the strict supervision by relevant
authorities. In addition, the Group has developed a risk
management system in strict compliance with the financial
laws in Mainland China and Hong Kong and we resolutely

oppose to the act of money laundering.

OUTLOOK

The Group will adhere to its commitment to protecting the
environment, safeguarding the physical and mental health of
its employees, and investing in social welfare. To contribute
ourselves to the society, we will continue to work tirelessly and
seize various opportunities to create a harmonious development
between the Group and the society, the enterprise and the

environment, and among the stakeholders of the Company.
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“Look again at that dot. That's here. That's home. That's us. On it, everyone you love, everyone you know,
everyone you ever heard of, every human being who ever was, lived out their lives. The aggregate of our joy
and suffering, thousands of confident religions, ideologies, and economic doctrines, every hunter and forager,
every hero and coward, every creator and destroyer of civilization, every king and peasant, every young couple
in love, every mother and father, hopeful child, inventor and explorer, every teacher of morals, every corrupt
politician, every superstar, every supreme leader, every saint and sinner in the history of our species lived there

- on a mote of dust suspended in a sunbeam.

The earth is a very small stage in a vast cosmic arena. Think of the endless cruelties visited by the inhabitants
of one corner of this pixel on the scarcely distinguishable inhabitants of some other corner, how frequent
their misunderstandings, how eager they are to kill one another, how fervent their hatreds. Think of the rivers
of blood spilled by all those generals and emperors so that, in glory and triumph, they could become the

momentary masters of a fraction of a dot.

Our posturing, our imagined self-importance, the delusion that we have some privileged position in the
universe, are challenged by this point of pale light. Our planet is a lonely speck in the great enveloping cosmic
dark. In our obscurity, in all this vastness, there is no hint that help will come from elsewhere to save us from

ourselves.

The earth is the only world known so far to harbor life. There is nowhere else, at least in the near future, to
which our species could migrate. Visit, yes. Settle, not yet. Like it or not, for the moment the earth is where we

make our stand.

It has been said that astronomy is a humbling and character-building experience. There is perhaps no better
demonstration of the folly of human conceits than this distant image of our tiny world. To me, it underscores
our responsibility to deal more kindly with one another, and to preserve and cherish the pale blue dot, the only

home we've ever known.”

— Dr. Carl Sagan, Pale Blue Dot
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During a public lecture at Cornell University, Dr. Carl Sagan
presented this image to the audience and shared his reflections
on the deeper meaning behind. The image was taken by Voyager
1 space probe on 14 February 1990 (Valentine’s Day) at about 40
astronomical units away from Earth, nearly 13 years after it was
launched by NASA, its last time looking back at our home (us also)
before continuing its forever space time interstellar odyssey.

Someone said that the greatest discoveries of the Voyager space

exploration mission were: our Earth and we — ourselves.

EFRRAREN-—RAAFEET TR BERBLIRABRERTE
BER TOZETHHERERAEEEMNEE - EERRHBXEX
EREERGTOMTEVRAZRAMRELIT13FR - R—ANATF
ZA+TME (5 AS) EEIIRAA0ER BRI - 2 EEEK
BEENRZEERTRIREAREZ —REEZRMOKE CAKREF)

BARMITEREZERREBRBANERZ -RANMBREEME
D

53 —E-NEER




SILVER BASE GROUP HOLDINGS LIMITED

DIRECTOR PROFILES
EERE

EXECUTIVE DIRECTORS
Mr. Liang Guoxing, aged 52, was appointed on 12

September 2007. He is the founder and chairman of the
Group. Mr. Liang is also a member of the remuneration
committee and the nomination committee of the Company.
He is a director of a number of subsidiaries of the Company.
Mr. Liang is primarily responsible for the overall corporate
strategies, planning and business development of the
Group. Mr. Liang has 21 years of experience in the sales
and distribution of Chinese liquor and cigarettes. Mr. Liang
obtained Doctor of Business Administration, honoris causa,
from the Northern University in U.S. He obtained the 13th
World Outstanding Chinese Award co-organised by World
Chinese Business Investment Foundation and United World
Chinese Association Limited in April 2013. Mr. Liang is
a standing committee member of the 11th Session of
the Chinese People’s Political Consultative Conference,
Zhanjiang and a member of the 10th Session of the Chinese
People’s Political Consultative Conference, Guangdong
Province. He is also a fellow member of the Hong Kong

Institute of Directors.

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

Limited, a substantial shareholder of the Company.

Annual Report 2018 54

HITES
REEEE S22 R-EELFNAA+Z
AEZRE - WAAKEEBRA  TFEEEAR
AZITHAH - RAELEMR/RARAHFMEE
ERMREZEEKE - BRALXRAETHE
RAMEF RAELTZEEASENER
EERRE REIMEBERNTHE - REL
RABIEBHEREHER —+—F&R -
REARIBEIL T RERRKBIHEERT
TEU - R-T-=FHOARKEERER
RERSERURFEAMEEMNET =/
REHEARL - RELERET—EFEA
REGHEERE LT EFEZEGZENE
TEFEARBGAHEEHRBERELZE - &
NRBELEEEEERGE -

Keen Pearl Limited@ AR AR EZRE - M
P4 H Bl BKeen Pearl LimitedZ M —R% 5 &
EE%x-



Mr. Yan Jun, aged 44, was appointed as the chief executive
officer of the Group and an executive Director of the
Company effective from 27 June 2017 and 14 July 2017

respectively.

Mr. Yan has over 20 years of experience in fast moving
product brands and supply chains. Before joining the
Group, Mr. Yan was the group vice-president of 1&gp it
eI (HBBR AR (Eternal Asia Supply Chain Co., Limited)
(the "EASC") in Shenzhen, as well as the co-founder and
president of &XE3807 %At (In-Dept 380 Distribution
Group) (“DDG") of the EASC. Mr. Yan was responsible for
the building, operating and management of the platform
of DDG (the “Platform”). The Platform comprises online
and offline business-to-business distribution networks
(including the distribution of Moutai and Wuliangye liquor
products), logistic service, supply chain finance service,
logistic service and other platforms. Furthermore, Mr. Yan
worked with other renowned fast moving brands and supply
chain corporations, such as AT4F#EM A EEIER AR (Red
Bull Vitamin Beverages Company Limited) and Miyakoshi
Corporation (HANS M=)
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Ms. Chen Xiaoxu, aged 40, was appointed as an executive
director and chief financial officer of the Company on
14 July 2017. She has been appointed as member of the
remuneration committee and member of the compliance
committee of the Company from 18 August 2017. She is an
authorised representative of the Company as required under
Rule 3.05 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited. Ms. Chen joined
the Group in December 2009 and had served as the financial
manager and chief financial officer of Silver Base Trading
and Development (Shenzhen) Co., Limited ((REE 5 E (%
JNEBRAF]), a wholly-owned subsidiary of the Company,
and was then responsible for, among others, financial
accounting, risk management and internal control. Ms. Chen
is currently a graduate student of the Nankai University. She
graduated from the Changchun Taxation College in 2000
and qualified as a Certified Public Accountant in China in
2004.

Prior to joining the Company, she had worked for
accounting firms, accounting consulting firms and a foreign-
invested resort in Vietnam and was then responsible for
auditing and finance related works and has accumulated 18

years of experience in finance related works.
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NON-EXECUTIVE DIRECTORS

Mr. Wu Jie Si, aged 66, was appointed on 6 March 2008.
Mr. Wu has over 20 years of experience in finance and
corporate management in the PRC. From 1984 to 1995,
Mr. Wu served in numerous positions in the Industrial and
Commercial Bank of China (“ICBC"), including the president
of ICBC Shenzhen Branch. From 1995 to 1998, Mr. Wu
served as the deputy mayor of the Shenzhen Municipal
Government. From 1998 to 2000, Mr. Wu served as the
assistant to the governor of Guangdong Province. From 12
February 2000 to 8 May 2001, Mr. Wu joined Guangdong
Enterprise (Holdings) Limited (“GDE") as a director during
the process of assisting its debt restructuring. Mr. Wu ceased
to be a director of GDE shortly after the closing of its debt
restructuring on 22 December 2000. From 2000 to 2005,
Mr. Wu was appointed as the chairman of Guangdong Yue
Gang Investment Holdings Company Limited (EREZ&KRE
AR A A]) and GDH Limited (BERIE AR A F]). Mr. Wu
has been appointed in various positions in companies listed
on the Stock Exchange and the New York Stock Exchange.
Mr. Wu served as the chairman of Guangdong Investment
Limited (stock code: 270) (“GDI") from March 2000 to
March 2001, as a director of GDI from March 2000 to April
2005 and as the honorary president of GDI from March 2001
to April 2005. Mr. Wu also served as a director and honorary
president of Guangdong Tannery Limited (stock code:
1058) from February 2004 to April 2005. Both companies
are listed on the main board of the Stock Exchange. While
Mr. Wu was serving as the chairman and then an honorary
president of GDI, GDI and its subsidiaries underwent a
debt restructuring, details of which were included in GDI's
announcements dated 23 December 2000 and 6 May 2003.
From April 2005 to January 2008, Mr. Wu was appointed
as the executive director and from June 2005 to January
2008, Mr. Wu was appointed as the managing director and
the chief executive officer of Hopson Development Holdings

Limited (stock code: 754), which is listed on the main board
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of the Stock Exchange. From September 2005 to July 2011,
Mr. Wu served as an independent non-executive director
of China Merchants Bank Co., Ltd. (stock code: 3968).
From May 2007 to August 2008, Mr. Wu also served as an
independent non-executive director of Yingli Green Energy
Holding Company Limited (stock code: YGE) which is listed
on the New York Stock Exchange. From 15 July 2008 to 23
December 2009, Mr. Wu was executive director of China
Aoyuan Property Group Limited (stock code: 3883) (“China
Aoyuan”). From 24 December 2009 to 19 May 2013, Mr.
Wu was a non-executive director and vice chairman of China
Aoyuan. From 13 February 2006 to 27 June 2013, Mr. Wu
is a non-executive director of China Water Affairs Group
Limited (stock code: 855).

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

Nankai University in 2001.
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Mr. Chen Sing Hung Johnny, aged 50, was appointed
as an executive director of the Company on 12 September
2007 and re-designated as a non-executive director of the
Company on 25 September 2010. Mr. Chen joined the
Group in January 2007. During the period from January
2007 to September 2010, he held a number of senior
management positions of the Group including the director
and chief executive officer of Silver Base International
Development Co. Limited, a subsidiary of the Company
and the chief executive officer of the Company. He was
a member of the remuneration committee and a member
of the compliance committee of the Company. Mr. Chen
was responsible for the overall strategies implementation,
business development of the Group. He was also involved
in and supported all investor relationship and public

relationship functions of the Group.

Mr. Chen is a responsible officer of Regal Portfolio
Management Limited (“REIT Manager”), the manager of
Regal Real Estate Investment Trust (stock code: 1881). He is
also an executive director and a member of the disclosure

committee of the REIT Manager.
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Mr. Chen has extensive knowledge and experience in
business development, international trade and project
management in sales and distribution of electrical,
mechanical and consumer products. Prior to joining the
Group, Mr. Chen was the general manager of Faithful
Trading (H.K.) Limited and the operations controller of
GOME Home Appliances (H.K.) Ltd. Further, Mr. Chen held
a number of executive positions with the subsidiaries of
Chevalier International Holdings Limited (stock code: 25),
which is listed on the main board of the Stock Exchange,
from September 1993 to July 2002 during which he was
responsible for the China market and different overseas
markets such as the United States, Vietnam, Myanmar,
Philippines and Japan. Mr. Chen holds a Master of Business
Administration degree, a Bachelor of Administrative Studies
degree and a Bachelor of Arts degree (major in mathematics
for commerce). Mr. Chen is a former member of the Chinese
People’s Political Consultative Conference, Yuexiu District,
Guangzhou City. He is also a fellow member of the Hong
Kong Institute of Directors and a member of Hong Kong

Securities and Investment Institute.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Hung Sui Kwan, aged 48, was appointed on 6 March

2008. He is the chairman of the audit committee, the
compliance committee, the remuneration committee and
the nomination committee of the Company. Mr. Hung was
an executive director and the chief executive officer of Get
Nice Holdings Limited (stock code: 64), a company listed
on the main board of the Stock Exchange, for the period
from 28 April 2011 to 7 April 2016. On 24 September
2015, he was appointed as an executive director and the
chief executive officer of Get Nice Financial Group Limited
(stock code: 1469), a company whose shares were listed
on the main board of the Stock Exchange on 8 April 2016.
Mr. Hung has over 21 years’ experience as certified public
accountant in Hong Kong and is currently a director of
Venture Partners CPA Limited. Mr. Hung is a licensed
person under the Securities and Futures Ordinances for
regulated activity “advising on corporate finance”. Mr. Hung
obtained a Bachelor of Science degree from the University
of Hong Kong and is a fellow member of The Association
of Chartered Certified Accountants in the United Kingdom
and a member of The Hong Kong Institute of Certified Public

Accountants.
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Mr. Ma Lishan, aged 66, was appointed on 6 March 2008.
He is a member of the audit committee, the remuneration
committee, the compliance committee and the nomination
committee of the Company. Mr. Ma has extensive
experience in corporate operation and management of
modern large enterprises and listed companies. Mr. Ma
graduated from Beijing Foreign Studies University in the
PRC in 1975. Mr. Ma has served various positions such
as chairman, executive director and general manager in
certain large-scale joint ventures under China Foods Import
and Export (Group) Co., Ltd. (COFCO), as well as Great
Wall Wine Industrial Company (K& &EE %2 7]). From
January 1996 to June 2003, Mr. Ma served as an executive
director of China Foods Limited, a company listed on the
Stock Exchange (stock code: 506). From May 1997 to
June 2003, Mr. Ma served as an executive director and
the managing director of China Foods Limited. From June
2000 to June 2003, Mr. Ma served as the vice president of
China Foods Import and Export (Group) Co., Ltd. (COFCO).
From June 2008 to January 2009, Mr. Ma was an executive
director of Sino Resources Group Limited, a company listed
on the Stock Exchange (stock code: 223). From 2 August
2009 to present, he is an independent non-executive
director of Sunac China Holdings Limited, a company listed
on the Stock Exchange (stock code: 1918). From September
2010 to August 2012, he was the executive director, chief
executive officer and chairman of Hao Tian Resources Group
Limited (now known as Hao Tian Development Group
Limited), a company listed on the Stock Exchange (stock
code: 474). From August 2012 to August 2016, he was the
senior consultant of Hao Tian Development Group Limited.
From 31 March 2016 to present, Mr. Ma is currently an
independent non-executive director of SRE Group (stock
code: 1207). From 28 June 2016 to present, he is currently
an independent non-executive director of China Minsheng
Drawin Technology Group Limited (stock code: 726), a
company listed on the Stock Exchange. From 19 August
2016 to present, Mr. Ma is currently an independent non-
executive directors of Huarong International Financial

Holdings Limited (stock code: 993).
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Dr. Lee Kwok Keung Edward, aged 63, was appointed
on 24 June 2014. He is a member of the audit committee,
compliance committee, remuneration committee and

nomination committee of the Company.

Dr. Lee is the founder and the chairman of Nuovo Collection
Hong Kong Limited which is the leading high end lItalian

furniture retailer in Hong Kong and the PRC.

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

With 39 years of experience as a professional interior
designer and furniture retailer, Dr. Lee was appointed as the
chairman of the Furniture and Decoration Industries Group
by the Federation of Hong Kong Industries and the vice-
chairman for Hong Kong Furniture and Decoration Trade
Association Limited. The Government of Hong Kong Special
Administrative Region has appointed Dr. Lee as a standing

committee member of The Public Affair Forum in 2009.

Dr. Lee has also participated in a number of social
community service groups, such as a director of The Chinese
General Chamber of Commerce, a vice-chairman of the
New Territories District Liaison and a Vice-President of New
Territories General Chamber of Commerce, In addition,
Dr. Lee is an executive council member of The Hong
Kong Institute of Directors, a district secretary of Rotary
International District 3450, a chairman of Preserve Planet
& Earth of Rotary International District 3450, a director of
China Council for the Promotion of International Trade and

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

and Management” and “2009 Capital Leader of Excellence”.

In 2013, Dr. Lee was appointed as the “Most Promising
Entrepreneurship Award” of “Asia Pacific Entrepreneurship
Awards (APEA) by Enterprise Asia for recognising his
business profession and for his great entrepreneurship spirit
in leading, growing and contributing to his organisations,
communities and country. He was granted as the fellow
member of the Hong Kong Institute of Director (FHKIOD)
by the Hong Kong Director Institute since 1997. He was
also appointed as the standing committee member of the
Chinese People’s Political Consultative Conference Shenzhen
District and director of HeBei Chinese Overseas Friendship
Association. In 2014, Asia Brand Development Association
recognised Nuovo Collection as a “Famous Brand Hong
Kong 2013".
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Mr. Wong Hing Keung, aged 56, the company secretary
of the Group. He joined the Group in April 2014. Mr. Wong
is mainly responsible for overseeing the Group’s corporate
governance, regulatory compliance and legal matters
and advising on corporate development, information
disclosure and internal control policies and procedures
of the Group. Mr. Wong is an associate member of the
Hong Kong Institute of Certified Public Accountants and a
fellow member of the Association of Chartered Certified
Accountants. He obtained a master’s degree in professional
accounting from the Hong Kong Polytechnic University
in 2002. Mr. Wong has over 30 years of experience in
the areas of auditing, finance and accounting. He is also
experienced in the compliance duties of company listed on
the Stock Exchange. He is an authorised representative of

the Company under Rule 3.05 of the Listing Rules.

Ms. Chan Sing Doris, aged 43, is the vice president of the
Company. Ms. Chan joined the Group in November 1997.
She is responsible for sales and distribution of high-ended
Chinese liquor in Hong Kong market and maintaining close
relationship with the customers. Ms. Chan performed as
manager of administration and human resources of the
Group previously, and was proficient in the Group’s business
operation. Ms. Chan holds a postgraduate diploma in
international management in The International Institute of
Management and obtained a degree of Master of Business

Administration in Bulacan State University in Philippines.

Ms. Cheung Mei Sze, aged 45, was appointed as an
executive director of the Company on 6 March 2008. She
is the head of finance of the Group and a director of a
subsidiary of the Company. Ms. Cheung joined the Group
in September 2000 and is responsible for the financial
and accounting affairs of the Group. Prior to joining the
Group, Ms. Cheung was an assistant supervisor in Ting Ho
Kwan & Chan, a CPA firm. Ms. Cheung holds a Bachelor’s
degree in Arts majoring in accountancy from the Hong Kong

Polytechnic University.
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Mr. Hua Shangsheng, aged 44, is the chief operation
officer of Silver Base Trading and Development (Shenzhen)
Co. Limited (”Silver Base Trading Shenzhen”). Mr. Hua
joined the Group in October 2015, and is now responsible
for the overall management of the Group’s operation.
Mr. Hua has worked for banking institutions, a wellknown
management consulting firm in China and a listed
company in the beer industry. He has access to resources
in the industry as well as outside of the industry, and he
has extensive experience in establishing sales channels,
marketing planning, sales and business management.
Mr. Hua graduated in 1998 from Guangzhou Financial

College (B € &= F ER ) with a major in accounting.

Mr. Yang Jingke, aged 37, is the vice president of Silver
Base Trading Shenzhen. Mr. Yang joined the Group in
July 2007. He is responsible for offline marketing and
management of the Group. Mr. Yang graduated from the
Beijing Bailie University (Jb 35 ZT) majoring in
International Trading and subsequently obtained a Bachelor’s
degree in Business Administration from Jinggangshan
University (3 [L1X28). He is now pursuing a master degree
in business administration at Xiamen University (EFIAE).
Mr. Yang has been engaging in the sales of wine and liquor
for more than 11 years, during which he accumulated
extensive experience in the industry. Mr. Yang was engaged
as an operation manager upon joining the Group and served
as regional manager and vice general manager before his

promotion to vice president of Silver Base Trading Shenzhen.
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Ms. Li Yuxi, aged 35, is the senior vice president of
Silver Base Trading Shenzhen. Ms. Li joined the Group
in November 2012 to participate in market development
and the exploration, establishment, sales and marketing
of all Internet-related channels. She is responsible for the
establishment and sales of 020, B2C and B2B integrated
business models, and also the layout of various new
channels of the Group in the PRC, product planning,
market operations, team building, sales management, and
other related matters. Ms. Li obtained a Bachelor’'s degree
in International Economics and Trading from Jianghan
University (T)EKE2),

Ms. Lin Xingyu, aged 33, is the vice president of Silver
Base Trading Shenzhen. Ms. Lin joined the Group in August
2012, and is responsible for the Group’s integrated supplier
management, global shopping business, administration and
human resources management, the liaison with the suppliers
of baijiu and handling of export of Chinese branded wine.
Ms. Lin graduated from Shenzhen Polytechnic (F Y118 % £ i
EBT) in 2007 and is experienced in the alcoholic beverage
business.
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SILVER BASE GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS
EEERE

The directors (the “Directors”) of Silver Base Group Holdings
Limited (the “"Company”) hereby present their report
together with the audited consolidated financial statements
of the Company and its subsidiaries (collectively, the
“Group”) for the year ended 31 March 2018 (the “Financial

Year").

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its principal subsidiaries as at
31 March 2018 are set out in note 40 to the financial
statements. There were no significant changes in the nature
of the Group’s principal activities during the Financial Year.
Additionally, the Group commenced trading of sugar and

daily necessities during the Financial Year.

RESULTS AND APPROPRIATION
The Group’s loss for the Financial Year and the Group’s
financial position at that date are set out in the financial

statements on pages 137 to 256.
No interim dividend was paid during the Financial Year.

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

Year.

ANNUAL GENERAL MEETING

The annual general meeting of the Company (“Annual
General Meeting”) will be held in Hong Kong on Friday, 24
August 2018. Notice of the Annual General Meeting will be
issued and despatched to the shareholders of the Company

(the "Shareholders”) together with this annual report.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Monday, 20 August 2018 to Friday, 24 August 2018,
both dates inclusive, during which period no transfer of
share(s) will be effected, for the purpose of determining
Shareholders who are entitled to attend and vote at the
Annual General Meeting. In order to qualify for attending
and voting at the Annual General Meeting, all transfers
documents, accompanied by the relevant share certificates,
must be lodged with Computershare Hong Kong Investor
Services Limited, the Company’s Hong Kong branch share
registrar and transfer office, at Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong for registration not later than 4:30 p.m. (Hong
Kong time) on Friday, 17 August 2018.

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

to the financial statements.

SHARE CAPITAL
Details of movements in the share capital of the Company
during the Financial Year are set out in note 25 to the

financial statements.

PRE-EMPTIVE RIGHTS

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

Shareholders.
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SHARE OPTION SCHEME
On 20 February 2009, the Shareholders approved and

adopted a share option scheme of the Company (the “Share

Option Scheme”). Key terms of the Share Option Scheme are

summarised below:

(i)

(i)

(iii)

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

growth and development of the Group.

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

consultant, adviser, contractor, business partner or
service provider of the Company or its subsidiary or any
Invested Entity) who in the absolute discretion of the

Board has contributed or will contribute to the Group.

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

number of shares in issue from time to time.
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(iv)

(vi)

(vii)

(viii)

Unless approved by the Shareholders in general
meeting, the total number of shares issued and to
be issued upon exercise of all options granted to any
Qualified Participants under the Share Option Scheme
in the 12-month period up to and including such
further grant must not exceed 1% of the total number

of shares in issue.

The Share Option Scheme shall be valid and effective
for a period of 10 years commencing on the date of
adoption of the Share Option Scheme, after which

period no further option shall be granted.

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

made.

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

sole discretion.

The subscription price must be at least the highest
of (1) the closing price of the shares as stated in The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) daily quotation sheet on the date of grant;
(2) the average of the closing price of the Company’s
shares as stated in the Stock Exchange’s daily
quotation sheets for the five trading days immediately
preceding the date of grant; or (3) the nominal value of

the Company’s shares.
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(ix) The Board is entitled at any time within the period of
10 years commencing on 20 February 2009 i.e. the
date of adoption, to offer the grant of an option to any
Qualified Participants in accordance with the terms of

the Share Option Scheme.

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 and certain associate
of a substantial shareholder of the Company, and certain
employees of the Group to subscribe for a total of
26,000,000 ordinary share 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 31 March 2018, the number of share options to
subscribe for a total of 273,250,000 shares in the Company,
representing approximately 12% 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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Details of the share options outstanding as at 31 March

2018 under the Share Option Scheme are as follows:
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ZARITERBBEZFBOT

No. of shares

No. of shares

No. of shares

No. of shares

No. of shares

involvedin  involvedin involved in involvedin involved in
Exercise price options options options options  options held
per share  Options held granted exercised lapsed cancelled as at
under the as at during during during during 31 March
Grantees Exercisable period  share options 1 April 2017 the year the year the year the year 2018
R=%-7%
ZB=t-H
RIB-tE REARLZ REATHEzZ RERKNZ RERE#HZz FAZERE
SRERE ME-B EREFSR BREFSR BREFSR BREFIR f¥R2
RRA gid ZORE KECEBRE  <RHER <RHEE  ZROHE  <ROEE Ri#A
HKS$
BT
Directors:
EZ.
Yan Jun (Note 1) 5 May 2018 to 4 May 2024 0.50 - 20,000,000 - - - 20,000,000
EUED) “Z-)\£LALHE
“Z-MERAMA
Chen Xiaoxu (Note 2) 22 Apr2016 to 21 Apr 2021 0.73 1,500,000 - - - - 1,500,000
RER(WiH2) ZR-NEMAZTZAEE
ZE--¥MAZt-H
Wang Jindong (Note 3) 22 Apr 2016 to 21 Apr 2021 0.73 9,000,000 - - - - 9,000,000
IERW#3) “E-RENAZTZHE
“RC-F@A-+-H
28 Sep 2017 to 27 Sep 2022 0.64 3,000,000 - - - - 3,000,000
ZEENACTNRE
ZECZEARZTLE
6 Jul 2018 to 5 Jul 2023 0.52 - 5,000,000 - - - 5,000,000
“Z-\§tARAE
2%+ AEA
17,000,000
Cheung Mei Sze (Note 4) 22 Apr2016 to 21 Apr 2021 0.73 4,500,000 - - - - 4,500,000
EXR (i) “E-EMA-t-HE
“B--F@AZ+-H
28 Sep 2017 to 27 Sep 2022 0.64 500,000 - - - - 500,000
ZEENACTNRE
ZECCEARZTLE
5,000,000
Wu Jie S 22 Apr 2016 0 21 Apr 2021 073 1,500,000 - - - - 1,500,000
HER ZT-RENAZ+ZAE
“RC-E@A-t-H
Chen Sing Hung Johnny 22 Apr 2016 to 21 Apr 2021 073 750,000 - - - - 750,000
FRiEE - EMAZFCHE
“EC-F@A-t-H
Hung Sui Kwan 22 Apr2016 to 21 Apr 2021 0.73 1,500,000 - - - - 1,500,000
sy ZR-NEMAZTZAE
ZE--#MAZt-H
73 —E-N\EEH
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No. of shares

No. of shares

No. of shares

No. of shares

No. of shares

involvedin  involvedin  involvedin involvedin involved in
Exercise price options options options options  options held
per share  Options held granted exercised lapsed cancelled as at
under the as at during during during during 31 March
Grantees Exercisable period  share options 1 April 2017 the year the year the year the year 2018
RZB-N%
ZR=t-8
RIB-tE REARLZ RERTHEZ RERKRZ REAREHZ BEZERE
SRERE ME-B EREFSR BREMYR BREFSR BREFSR fivRkz
ARA [igid ZORE KE<EBRE  ZBRHER ZRHEE ZROBE  ZRBEE KA %A
HKS$
V-7
Ma Lishan 22 Apr 2016 to 21 Apr 2021 0.73 750,000 - - - - 750,000
Sl L i = Y
“EC-F@AZt-H
Lee Kwok Keung Edward 22 Apr 2016 to 21 Apr 2021 073 750,000 - - - - 750,000
ZHE% SIS s = -
“EC-F@A-t-H
Substantial Shareholder
and his associate of the
Company:
FLATERRRABEAN
Luo Li (Note 5) 22 Apr 2016 to 21 Apr 2021 073 1,050,000 - - - - 1,050,000
B (hs) ZE-RENAZtZAE
“EC-F@A-t-H
28 Sep 2017 to 27 Sep 2022 0.64 1,000,000 - - - - 1,000,000
ZE-tEAAZTNEE
“ECCEARCTLA
2,050,000
Others:
Aft:
Other employees of the 22 Apr 2016 to 21 Apr 2021 0.73 129,450,000 - - (5,400,000) - 124,050,000
Group (except Joseph
Marian Laurence Ozorio)
AEEEMES ZE-RENAZtZAE
(FEERM) ZZC-EMAZT-H
28 Sep 2017 to 27 Sep 2022 0.64 97,400,000 - - (25,000,000) - 72,400,000
ZEtERAZTNRE
“ECCEARZTLA
5 May 2018 to 4 May 2024 0.50 N 60,000,000 - (40,000,000  (15,000,000) 5,000,000
ZZ-\ELARRZE
“ECMERAMA
6 Jul 2018 to 5 Jul 2023 0.52 N 21,000,000 - N - 21,000,000
ZE-N\ELARBE
ZZZZELRTA
Joseph Marian Laurence 22 Apr 2016 to 21 Apr 2021 0.73 750,000 - - (750,000) - -
Ozorio (Note 6)
&% (Ht6) “3-AEMAZ+ZHE
“EC-F@A-t-H
222,450,000
Total 253,400,000 106,000,000 - (71,150,000)  (15,000,000) 273,250,000
@i
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Notes:

(M

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 31 March 2018, 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”).
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. No share option was exercised within the 12
months from the Date of Cessation. Accordingly, the share
options lapsed.

RESERVES AND DISTRIBUTABLE RESERVES
As at 31 March 2018, distributable reserves of the Company,

calculated in accordance with the Companies Law, Cap 22

(Law 3 of 1961, as consolidated and revised) of the Cayman
Islands, amounted to HK$338.2 million (2017: HK$416.9

million).

75

BREEBEBERERAA

REPORT OF THE DIRECTORS
EEERE

wat -

(1) BEEER-Z-—EFLA+THBEZEIR
WITESE -

(2) BREEZLIR-_ZE—+tFLATEBEERE
RYATES -

(3) FERAER-ZE—tFLATHEBEEEH
TEE-

(4) EEBLZLIR-ZE—EFNATN\BREH
TEE-

G RZZT—-—NF=ZA=Z+—H8" Yinji
Investments Limited# 5720,318,750% i%
D HEERARAED FEITRAL31.69% °
Yinji Investments LimitedZ 2 &8 %77 % /&
91 Grand Base Holdings Limited (— [ 7 5
BEBRHESEMRI AR EEEEH
B Um—AxENEEEEEE RS
ZEAZZm ARRHE L  REHEEA
AR ZE M 22+ - ARREEE AN TR
EZB/HE RHEESERBARANERE - B
TEEFRIERE -

(6) FHTEFNELELEER _T—LF—AN
BTeEt A ) Bt - IRIBBACER S BB
REDRETABMENEE T EFEENR
BA - HATEERIEARENBYE B HE
1218 A MR AT B - BB REK
Bt B HREET 1218 B EAR s A T4 -
bt BRABRED LR -

kAo IkE#E
RZZ—-—NF=A=1+—H8 REFAEHES
BARE (— AR —FEIREN  KiRE
RIEFT) BEREFHEARRAAIH S IREER
3BREBAL(ZE—LF 41698 8%
JT) e

—E-NEEH




SILVER BASE GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS
EEERE

SUMMARY FINANCIAL INFORMATION

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

audited financial statements.

FINANCIAL KEY PERFORMANCE INDICATOR

The Group regards both the current ratio and the gearing

ratio are important indicators of its financial health.

Current Ratio

The current ratio is the balance of current assets at the
end of the financial year divided by the balance of current
liabilities at the end of the financial year. As at 31 March
2018, the current ratio was 2.2 (2017: 2.0) which means the

Group is able to meet the creditors’ demands.

Gearing Ratio

Gearing ratio is net debt divided by the total capital plus
net debt. Net debt includes interest-bearing bank and
other borrowings, trade payables, deposits received, other
payables and accruals, bank advance for discounted bills
and amounts due to related parties and directors less
cash and cash equivalents. Total capital represents equity
attributable to the ordinary equity holders of the Company.
As at 31 March 2018, the gearing ratio was approximately
59.9% (2017: 52.5%). From a long-term perspective, the
management is committed to maintain an optimal and
stable gearing ratio, in order to achieve maximum capital

efficiency.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S SECURITIES

There was no purchase, sale or redemption by the Company,
or any of its subsidiaries, of the Company’s listed securities

during the Financial Year.
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CHARITABLE CONTRIBUTIONS

During the Financial Year, the Group made charitable
contributions amounting to approximately HK$1.0 million
(2017: Nil).

BOARD OF DIRECTORS

The Directors who held office during the Financial Year and

up to the date of this report are as follows:

Executive Directors
Mr. Liang Guoxing (Chairman)
(resigned as the chief executive officer of the Group
on 27 June 2017)
Mr. Yan Jun (Chief Executive Officer)
(appointed as (i) the chief executive officer of the Group
on 27 June 2017 (i) 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 Auqust 2017)

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

Independent Non-executive Directors
Mr. Hung Sui Kwan

Mr. Ma Lishan

Dr. Lee Kwok Keung Edward

In accordance with Article 84 of the Company’s articles of
association, Mr. Liang Guoxing, Mr. Wu Jie Si and Mr. Hung
Sui Kwan shall retire by rotation at the forthcoming Annual
General Meeting and, being eligible, offer themselves for re-

election.
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Mr. Hung has now served the Board for more than nine
years. The Board has received from Mr. Hung annual
confirmation of his independence every year and taking into
account of the various matters as set out in Rule 3.13 of the
Listing Rules. The Board is satisfied with his independence

and considers Mr. Hung continues to be independent.

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

Directors” of the following Corporate Governance Report.

DIRECTORS” AND SENIOR MANAGEMENT'S
PROFILES

The profiles of the Directors and senior management of the

Group are set out on pages 54 to 67 of this annual report.
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DIRECTORS’ SERVICE CONTRACTS
Each of the Directors has a service contract with the
Company for a fixed term of three years with the following

commencement dates:

Name of Directors

Expgs
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ESNRBEN
SEFHERFAATIRBEH  AUT
AHBI A BT FH=4F -

Commencement Date

At B

Mr. Liang Guoxing (Note 1)
REIEEE (M)

Mr. Yan Jun (Note 2)
BB S (W at2)

Ms. Chen Xiaoxu (Note 3)
ReR 5% JIB 22 &= (A7 223)

Mr. Wu Jie Si (Note 4)
REE LA (M iF4)

Mr. Chen Sing Hung Johnny (Note 5)
BREE I 5 & (B 7E5)

Mr. Hung Sui Kwan (Note 6)
I i 5T A (BT iF6)

Mr. Ma Lishan (Note 7)
Bk E (K i77)

Dr. Lee Kwok Keung Edward (Note 8)
ZEoaig = (K 578)

None of the Directors proposed for re-election at the
forthcoming Annual General Meeting has a service
contract with the Company which is not determinable
by the Company within one year without payment of

compensation, other than statutory compensation.
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6 March 2017
—E—tF=ZHAKH

25 September 2016
—E-RENAZTEHA

6 March 2017
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24 June 2017
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Notes:

The previous service contract of Mr. Liang expired on 11
September 2016 and a new service contract was entered into
between the Company and Mr. Liang for a term of three (3)

years commencing from 12 September 2016.

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

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

The previous service contract of Mr. Wu expired on 5 March
2017 and a new service contract was entered into between
the Company and Mr. Wu for a term of three (3) years
commencing from 6 March 2017.

The previous service contract of Mr. Chen expired on 24
September 2016 and a new service contract was entered into
between the Company and Mr. Chen for a term of three (3)
years commencing from 25 September 2016.

The previous service contract of Mr. Hung expired on 5 March
2017 and a new service contract was entered into between
the Company and Mr. Hung for a term of three (3) years

commencing from 6 March 2017.

The previous service contract of Mr. Ma expired on 5 March
2017 and a new service contract was entered into between
the Company and Mr. Ma for a term of three (3) years

commencing from 6 March 2017.

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

commencing from 24 June 2017.

DIRECTORS" REMUNERATION

The remuneration of the Directors is recommended by the

remuneration committee of the Company and is decided

by the Board, as authorised by the Shareholders at the

annual general meeting of the Company, having regard to

the Group's results,

Directors’ duties, responsibilities and

performance, and the prevailing market conditions.
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DIRECTORS" AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 March 2018, the interests and short positions of
the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the”SFO"))
(i) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which
were taken or deemed to have been taken under such
provisions of the SFO); or (ii) which were required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein; or (iii) which were required to be notified
to the Company and the Stock Exchange pursuant to the

Model Code contained in the Listing Rules, were as follows:

(i)  Shares of the Company

Number or
attributable
number of
shares held or
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EERBESITHA
MR G REZER

R—E-N\F=ZA=+—H BEFRELQF
RETBABRARASHEEREEER (E
EREAFMPEGRI(TEHFRBEGRD]F
XVER) MR D ~ BB REFT AR K
KRR MANRIZE 7 M ' 1RG5 V“B%NSZ
8D EMAMEARNT R (BEREZ
KB MMJ:L%EE%BZ FR BRI E
@ MORR) ¢ BB IBERE S LR R 5352
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HRAPTENRETRANEARR 6 X P
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(i) ZANYNET) §%)

Approximate
percentage or
attributable
percentage of
shareholding of

Name of Director short positions Position Nature of interests the Company
RAEQTRE
Fris sk B4 IR 12 BHABEIHER
= HEIRXREHE =8 EaME EBEES
Liang Guoxing 275,895,000 (Note 1) Long Interest in controlled 12.14%
corporation
2 5 275,895,000 (414t 1) [5S~) MNZEEE Z #m
720,318,750 (Note 2) Long Founder and 31.69%
beneficial object of
a discretionary trust
720,318,750 (A1:#2) A 2REFTZAIPA
ST TN
2,050,000 (Note 3) Long Family interest 0.09%
2,050,000 (#77£3) IS8 EN £
81 - NEFR
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(i) Share Options

Name of Directors

(i) EEAHE

Underlying shares
pursuant to the
share options as
at 31 March 2018

Approximate
percentage or
attributable
percentage of
shareholding of
the Company

R-ZZ-N\F
=A=+-—H RAEARRRE

BREFRIRZ BHYBEDEEH
EEpns HEKR D EE BB DL
Yan Jun (Notes 4 & 6) 20,000,000 0.87%
B & (Bfitak6)
Chen Xiaoxu (Notes 4 & 6) 1,500,000 0.06%
BREESB (A it4X26)
Wang Jindong (Notes 4 & 7) 17,000,000 0.74%
TERME4R7)
Cheung Mei Sze (Notes 4 & 8) 5,000,000 0.21%
BXB (BetaR8)
Wu Jie Si (Note 4) 1,500,000 0.06%
HER (Hat4)
Chen Sing Hung Johnny (Note 4) 750,000 0.03%
BREE S (A1 it4)
Joseph Marian Laurence Ozorio (Notes 4 & 5) 750,000 0.03%
s A (BT at425)
Hung Sui Kwan (Note 4) 1,500,000 0.06%
i (i at4)
Ma Lishan (Note 4) 750,000 0.03%
B (B it4)
Lee Kwok Keung Edward (Note 4) 750,000 0.03%
F B8 (f7it4)
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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, the 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. No share option
was exercised within the 12 months from the Date of
Cessation. Accordingly, the share options lapsed.

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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Save as disclosed above, as at 31 March 2018, none of the
Directors nor the chief executive of the Company had or
was deemed to have any interests or short positions in any
shares, underlying shares or debentures of the Company
and its associated corporations (within the meaning of Part
XV of the SFO) (i) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under
such provisions of the SFO); or (ii) which were required,
pursuant to section 352 of the SFO, to be entered in the
register referred to therein; or (iii) which were required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code contained in the Listing Rules.
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SUBSTANTIAL SHAREHOLDER' INTERESTS IN FERRRBRDREER MG 2E
SHARES AND UNDERLYING SHARES =
BREERAAFANSSIRASRA  R-T
—N\EZA=+—8 FHALGEEERA
AFRBTHABR) HARA TR G 8RR
R SR BB RIEE S RIS 5D
EXVERE2 K35 B IE AR AR 7 R B
BWEZEAIAR  RAZDBRARFRE
BRI I E 3361675 B 2 B R Mg

So far as is known to the Directors and the chief executive of
the Company, as at 31 March 2018, 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

FORE - X BBAMARRF N B Pz s

kept by the Company under Section 336 of the SFO, or as FORE
otherwise notified to the Company and the Stock Exchange:
Approximate
percentage or
Number or attributable attributable
percentage of
number of shares shareholding of
Name of shareholders held or short positions Position Nature of interests the Company
RADERE
et T RARRED L
RRER HERKRHE BB EiRng RZELEAL
Keen Pearl Limited 275,895,000 (Note 1) Long Beneficial Owner 12.14%
Keen Pearl Limited 275,895,000 (f1##1) 59) ExEAA
Yinji Investments Limited 720,318,750 (Note 2) Long Beneficial Owner 31.69%
Yinji Investments Limited 720,318,750 (ff:22) e ERBAA
Grand Base Holdings Limited 720,318,750 (Note 2) Long Interest in controlled 31.69%
corporation
Grand Base Holdings Limited 720,318,750 (fi1:#2) A S o
HSBC International 720,318,750 (Note 2) Long Trustee of discretionary 31.69%
Trustee Limited trust
ELBEBREFEERAR 720,318,750 (#1:2) 59} PREFZIXEA
Luo Li 722,368,750 (Notes 2 & 3) Long Beneficial object of a 31.78%
discretionary trust,
beneficial owner
il 722,368,750 (ffit2 % 3) 5] PREETZIZEAN
EREAA
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Approximate
percentage or
attributable
percentage of
shareholding of

Number or attributable

number of shares

Name of shareholders held or short positions Position Nature of interests the Company
RAR A RE
P 5 2K FE 4 % 42 BABERED L
BRRAEE HERKREHE -3 EEME REET DL
Liang Gia Li Melody 720,318,750 (Note 2) Long Beneficial object of a 31.69%
discretionary trust
2EE 720,318,750 (f#5#2) e PHEETEZIXEA
Liu Yang 319,049,000 (Note 4) Long Interest in controlled 14.04%
corporation
E P 319,049,000 (#/:t4) ifE REEEE 2 R
Atlantis Capital Holdings Limited 319,049,000 (Note 4) Long Interest in controlled 14.04%
(“Atlantis Capital”) corporation
AREARZERARRR 319,049,000 (#/:t4) iE i o £
(ARER])
Riverwood Asset Management 205,603,000 (Note 5) Long Interest in controlled 9.05%
(Cayman) Limited corporation
Riverwood Asset Management 205,603,000 (47#£5) [a5) RN PR T

(Cayman) Limited

Central Huijin Investment Ltd. 846,213,750 (Notes 6 & 7) Long Interest in controlled 37.23%
corporation
hRESREFREMELR 846,213,750 (f1it6%7) e REZEE B
China Construction Bank 846,213,750 (Notes 6 & 7) Long Interest in controlled 37.23%
Corporation corporation
REERBITROARD A 846,213,750 (Hfi26X%7) e REEEE 5
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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, spouse of Mr. Liang Guoxing under the
share option scheme of the Company.

Based on the latest DI Form filed by Ms. Liu on 10 October
2017, Ms. Liu Yang is deemed to be interest in 319,049,000
Shares through Atlantis Capital Holdings Limited and
Riverwood Asset Management (Cayman) Limited, in the
capacity of investment manager by virtue of Divisions 2
and 3 of Part XV of the SFO. The entire issued share capital
of Atlantis Capital Holdings Limited and Riverwood Asset
Management (Cayman) Limited is owned by Ms. Liu Yang.

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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Save as disclosed above, as at 31 March 2018, the Directors
and the chief executive of the Company were not aware
of any other person (other than Directors and the chief
executive of the Company) who had, or was deemed to
have, interests or short positions in the Shares or underlying
shares of the Company which would fall to be disclosed to
the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept by the Company
under Section 336 of the SFO, or as otherwise notified to the

Company and the Stock Exchange.

DIRECTORS" INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

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

any time during the Financial Year.

CONTROLLING SHAREHOLDERS' INTERESTS IN
CONTRACTS

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

during the Financial Year.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

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

debentures of, the Company or any other legal entities.

RETIREMENT BENEFITS SCHEMES

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

retirement benefits schemes for the Group’s employees.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

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

defined in the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

During the Financial Year, sales to the Group’s five largest
customers and purchases from the five largest suppliers
accounted for around 62.5% and 77.4% of the total sales
and total purchases for the year, respectively. The Group’s
largest customer and supplier accounted for around 22.6%
and 29.5% of the total sales and total purchases for
the Financial Year, respectively. The purchases excluded

inventory buy-back portion.
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EEERE

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

Group'’s five largest customers and suppliers.

RELATED PARTY TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS
Details on related party transactions for the year are set out
in note 32 to the consolidated financial statements. Details
of any related party transaction which constitute continuing
connected transaction under Rule 14A of the Listing Rules
are disclosed below. The Company has complied with the
applicable requirements in accordance with Chapter 14A of

the Listing Rules in respect of such transactions.

Continuing Connected Transactions
During the Financial Year, the Group entered into a number
of continuing connected transactions with the following core

connected persons (as defined in the Listing Rules), namely:

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

Director of the Company);

(2)  Guizhou Yaxi Cellar Liquors Distribution Co., Ltd. (E/N
AE R 2 E AR A 8))(” Guizhou Yaxi Distribution”), a
company owned as to 20% by Mr. Liang Guofeng and
80% by Mr. Liang Guoming, both of whom are cousins

of Mr. Liang Guoxing;

(3)  Zhuhai Doumen Xinging Jianlong High New Technology
Industry Bonded Warehouse Limited (B8 P51 & 2
BESATRHRE X RBIE AR A F)("Zhuhai Jianlong”), a
company owned as to 56% by Ms. Su Yeging. Ms. Su

is the sister-in-law of Mr. Liang Guoxing;
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(5)

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

Group and a cousin of Mr. Liang Guoxing; and

The PRC Equity Owners.

During the Financial Year, the Group entered into the

following continuing connected transactions:

(a)

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

month in cash as follows:

(i)  the first twelve months of the lease period of the
Renewed Tenancy Agreement: HK$700,000;

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

and

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

During the Financial Year, the Group paid rent to SBH
amounting to approximately HK$8,400,000 (with the
annual cap set at HK$8,400,000 for the same period).

Save as disclosed above, there is no other continuing
connected transaction, which require disclosure in the

annual report in accordance with the Listing Rules.

The Board (including all independent non-executive Directors
of the Company) confirmed that the transaction amounts
of the following continuing connected transactions were
below the de minimis threshold under Chapter 14A.76 of
the Listing Rules. Pursuant to which, transactions are fully
exempt from shareholders’ approval, annual review and
all disclosure requirements under Chapter 14A.74 of the
Listing Rules, if all the percentage ratios (other than the
profits ratio) are: (a) less than 0.1%; (b) less than 1% and
the transaction is a connected transaction only because it
involves connected person(s) at the subsidiary level; or (c)
less than 5% and the total consideration (or in the case
of any financial assistance, the total value of the financial
assistance plus any monetary advantage to the connected
person or commonly held entity) is less than HK$3,000,000.
For providing additional information purpose, it is reported
that:

(b) On 14 February 2017, Silver Base Trading Shenzhen
entered into the conditional distribution agreement
with Guizhou Yaxi in relation to the purchase and
supply of the baijiu (FJE) Yaxi (]§Z) series with
52 degree alcohol content for a term of three years
commencing from 1 April 2017 to 31 March 2020 (the
“2017 Distribution Agreement”).
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Details of the terms and conditions of the 2017
Distribution Agreement can be referred to the
announcement and circular of the Company dated 14
February 2017 and 22 March 2017 respectively.

On 1 April 2017, each of SB International and Silver
Base Wine & Spirit Limited (“SB W&S"), both of them
are 100% indirect wholly-owned subsidiaries of the
Company, renewed the framework agreement with
Zhuhai Doumen Xinging Jianlong High New Technology
Industry Bonded Warehouse Limited (“Zhuhai
Jianlong”). Pursuant to which, Zhuhai Jianlong will
provide warehousing, logistics and related services
to SB International and SB W&S. During the Financial

Year, the Group paid service fee to Zhuhai Jianlong.

On 17 January 2018, the Group adopted the VIE
Structure by entering into the VIE Agreements
(Details of the VIE Agreements can be referred to the
announcement and circular of the Company dated
17 January 2018 and 5 February 2018 respectively.)
among Shenzhen Silver Base Wine Kingdom Sales
Management Company Limited CZEIIEE R E S5
EEBAMRAR]) (the "WFOE”), an indirect wholly-
owned subsidiary of the Company, the OPCO and the
PRC Equity Owners in order to allow the Group to
provide profitable internet information service to third-
party vendors in the PRC on the business-to-business
cloud platform operated by the Group. Through the VIE
Agreements, the WFOE will have effective control over
the finance and operation of the OPCO and will enjoy
the entire economic interests and benefits generated
by the OPCO.
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During the Financial Year, the WFOE provided
consulting services, among others, management and
business strategy, market research and marketing
strategies and technical support for online platform
operation, to the OPCO. The service fees were paid to
the WFOE by the OPCO, which are equal to 100% of
the total before-income-tax profits of the OPCO after
deducting the necessary costs, expenses taxes and
other statutory contribution and retention as required
by the PRC Laws.

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

A waiver was granted by the Stock Exchange
exempting the Company from (i) fixing the term of the
VIE Agreements for a period of not exceeding three
years pursuant to Rule 14A.52 of the Listing Rules, and
(ii) setting a maximum aggregate annual cap pursuant
to Rule 14A.53 of the Listing Rules for the services fees
payable by the OPCO to the WFOE and the amount
of loans to be made available by the WFOE to the
OPCO and the PRC Equity Owners under the relevant
VIE Agreements, subject to the conditions as set out
more particularly in the circular of the Company dated
5 February 2018.

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

a whole.

The Board,

Directors have further confirmed that:

including all the independent non-executive

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

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

relevant agreements.
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ENVIRONMENTAL POLICIES AND
PERFORMANCE

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

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

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

Details of the environment policies and performance of
the Group are reported in the environmental, social and
governance report from page 34 to 53 of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

During the Financial Year, the Group had complied with the
relevant laws and regulations that have a significant impact
on the Group, inter alias, Food Safety Law of the People’s
Republic of China (FPEARELMBERMELEE) and Law on
Protection of Consumer Rights of the People’s Republic of
China (FEARKMENEEEERREZX), as well as major
local employment regulations at all locations of operations in
the PRC.

Internally, to bring the operations in line with the Group’s
organisation’s commitment to the highest possible standards
of probity and accountability, a number of policies have
been adopted and shared among our staff. These include the
whistle-blowing policy, gifts and entertainment policy and
guideline on Prevention of Bribery Ordinance (Chapter 201
of the Laws of Hong Kong).
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RELATIONSHIPS WITH EMPLOYEES

The employees of the Group are the one of most important
assets and stakeholders of the Group. Their contribution and

support are cherished at all time.

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

development needs of the Group.

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

career.

RELATIONSHIPS WITH SUPPLIERS AND
CUSTOMERS

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

success factors of the Group.

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

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

suppliers.

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

case of product safety recall during the year.

In order to establish new and maintain relationships with our
customers, during the Financial Year, we continued to carry
out various advertising and marketing campaigns with the

aim of promoting and attracting potential sub-distributors.

As mentioned in the chairman’s statement of this annual
report, the Group established partnerships with various
PRC e-commerce companies during the Financial Year with
business terms that are both in the interest of the Group
and those companies. The Group believes that the mutually
beneficial business terms are important to create a win-
win situation to both sides and to foster a long termed and

reliable relationship with our customers.
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PRINCIPAL RISKS AND UNCERTAINTIES

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

the management team will report such risk to the Board and
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consider to implement a mitigation plan when appropriate.

Risk
[0

Nature

=1

We rely on the supply of products
from Wuliangye Yibin Co., Ltd. and its
subsidiaries (the “Wuliangye Group”).
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Regulatory decisions and changes in
the legal and regulatory environment
in the countries in which we operate
could materially and adversely affect our

business activities
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Since Wuliangye Group is the largest supplier of the Group,
the business and results of operations of the Group reply
on, among other things, the continued and constant supply
of the products from Wauliangye Group and the continued
appointment of the Group as the exclusive distributor of
certain products by Wuliangye Group.
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We operate in a highly regulated industry environment.
Our business is subject to extensive regulatory requirements
regarding production, distribution, marketing, advertising
and labeling in various countries into which we distribute
our products. Regulatory decisions or changes in the legal
environments in these areas may have material and adverse
impacts to our business.
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Risk
87

Nature

{31

We cannot control the quality of the

products we distribute

BB EES A HEEMNE R

Bond principal to be settled within 12

months

CORPORATE GOVERNANCE

As a distributor, we cannot control the quality of the products
we distribute. Any contaminant in those raw materials or
defects in the distillation or fermentation processes could
lead to inferior quality and/or illness among or injury to our
consumers and may result in reduced sales of the affected
brand(s) or all of our brand(s).
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Within 12 months from the date of this annual report,
the total principal amount of corporate bonds repayable is
HK$55,300,000.
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55,300,000/ T °

TEER

Save as disclosed in the Corporate Governance Report on
pages 102 to 127, the Company has complied with the code
provisions of the Corporate Governance Code set out in
Appendix 14 to the Listing Rules throughout the Financial

Year.

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

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

judgments for the Financial Year.

EVENTS AFTER THE REPORTING PERIOD

Details of the events after the reporting period are set out in

note 38 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors,
the Company has maintained the prescribed public float

pursuant to the Listing Rules as at the date of this report.

AUDIT COMMITTEE

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

advice and comments thereon.

AUDITOR

The consolidated financial statements for the year were
audited by Messrs. Ernst & Young who will retire at the
conclusion of the forthcoming annual general meeting and,

being eligible, will offer themselves for re-appointment.

On behalf of the Board

Liang Guoxing
Chairman

Hong Kong

28 June 2018
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CORPORATE GOVERNANCE REPORT
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INTRODUCTION
Silver Base Group Holdings Limited (the “Company”,

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

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

corporate governance.

CORPORATE GOVERNANCE PRACTICES

Save as disclosed below, the Company has applied the
principles and complied with the code provisions (“Code
Provisions”) in the Corporate Governance Code (the”Code”)
contained in Appendix 14 to the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) throughout the
year ended 31 March 2018 (the “Financial Year”).

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

by the same individual.

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.
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BOARD OF DIRECTORS

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

the day-to-day operations of the Group to the management.

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

communication.

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

Director at any reasonable time on reasonable notice.
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The Company Secretary is striving to update all Directors
on the latest development of the Listing Rules and other
applicable regulatory requirements to ensure compliance and

maintain good corporate governance practice.

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

knowledge.

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

independent.
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SUPPLY OF AND ACCESS TO INFORMATION

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

to ensure that they are given sufficient review time.

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

financial matters, as appropriate.

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

professional advice was established in January 2010.

BOARD COMPOSITION

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

independent non-executive Directors.

The biographies of the Directors are set out on pages 54 to

64 of this annual report.
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BOARD DIVERSITY POLICY

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

required to support the execution of its business strategies.

The Board has adopted a board diversity policy (“Board
Diversity Policy”) on 28 August 2013 which sets out its
approach to achieve and maintain diversity on the Board in
order to enhance the effectiveness of the Board. Pursuant
to the Board Diversity Policy, the Company would consider
a range of diversity perspectives, including but not limited
to the Directors’ gender, age, cultural and educational
background and professional experience in the industry as
preferential factors, taking into account the Company’s own

business model and special features of the industry.

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

effectiveness.
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DELEGATION BY THE BOARD EEERE
The Board has delegated various responsibilities to ExersREBE O RTESETEE T
certain Board committees including the audit committee ZEg BEARFZERZE® ([BZZ
(the”Audit Committee”), the compliance committee (the BEe|)  ARZES([ABREET]) 2%
“Compliance Committee”), the nomination committee (the ZEg(REBZEG)MFWEZES (TH M
“Nomination Committee”) and the remuneration committee ZEgl)(LEAIEEEZET]) -
(the “Remuneration Committee”) (collectively, the “Board
Committees”) of the Company.
wHE
Board of
Directors
AR
Company
Secretary
HEUEEH GHEEY RBEZEH FMER®
Audit Compliance Nomination Remuneration
Committee Committee Committee Committee
i 4 B
) B e 5 1Y
Risk Management
and
Internal Control
Department
BOARD COMMITTEES EEEZEY
The responsibilities and activities of each of the Board FREESZEERVRFEZBRE RGN
Committees during the Financial Year are as follows. The T -EFEEZESNEERESERSHH
written terms of reference of the Board Committees are SPAE S (0B ) W AT AN A B) 48k R B X2 B

in line with the respective Code Provisions (if any) and
are available on the Company’s website and the Stock

Exchange’s website.
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Audit Committee

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

to the Board for approval.

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

the Audit Committee.

The work performed by the Audit Committee for the
Financial Year and up to the date of this annual report,

among others, is summarised below:

a) reviewed with the external auditor the annual results
and audited consolidated financial statements of
the Group for the year ended 31 March 2017 and
the interim results of the Group for the six months
ended 30 September 2017 together with senior
management’s response to the accounting issues and

major findings in the course of audit/review;

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

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

of the Group and the Shareholders as a whole;

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

and

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

the Financial Year.

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

the conclusions of the review to the Board.

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

Committee.

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

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

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

Kwan is the chairman of the Compliance Committee.

During the Financial Year and up to the date of this annual
report, among others, the Compliance Committee reviewed

the following:

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

management and make comments thereon;

b)  the improvement measures taken by the management

to enhance the compliance procedures;

¢) the Company’s policies and practices on corporate

governance and make recommendations to the Board;

d)  the training and continuous professional development

records reported by the Directors;

e) the Company’s compliance with the Code and
disclosure in the announcements/report of interim
and annual results of the Company and the Corporate

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

“Non-competition Undertaking” on page 119.

Remuneration Committee

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

remuneration policy.

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

Remuneration Committee.

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

performance-based remuneration.

The work performed by the Remuneration Committee for
the Financial Year and up to the date of this annual report,

among others, is summarised below:
a) proposed the share options granted to an executive
Director, a substantial Shareholder and employees of

the Group;

b)  approved the remuneration package of chief executive

officer and made recommendation to the Board; and
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)  reviewed the remuneration package of three executive
Directors and an independent non-executive Director

and made recommendations to the Board.

Nomination Committee

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

Nomination Committee.

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

transparent.

The primary duties of the Nomination Committee include but

are not limited to the following:

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

Company’s corporate strategies;

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

for directorships;

) to assess the independence of independent non-

executive Directors;

d) to make recommendations to the Board on the
appointments or re-appointments of Directors and
succession planning for Directors, in particular the
chairman and the chief executive officer;

Annual Report 2018 112

o EH=RHT ?%%&—%%ﬁ%ﬁ%ﬁ%
EZFNEBARAESTSRHEERE
E/o

RELESE

REZBEQUBIUFATESTEAZH -2
HLEBERNB-RBYUFNTEZER
HinmesL BT ILNEERFEBEL - L
R—2HTEERERELAK - Ainihk
ERIERZEEER -

?E%?i SEEMEFY
AERAAEREZEHER
F TN ETT o

HREERFRLE
FREBEREN

REZBGZIERAS
FIR

B (ETERR) T3

) ELSERNEFEOREE  ABRAE
B (B - MBRERAE) - L5
EA R 2 7 1 10 1 35580 W 77 BB
MR BN EF IR

by YVEAKASEERAELEZEKEN

AL URRERZEBALHIES
HEUMEES RO ER

O APEBMIFAITEEBMIE

o WEEEARBHEC UREE (L
HRXBRIRAE) BEHE  OF
EGRLRY



BREEBEBERERAA

CORPORATE GOVERNANCE REPORT

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

and

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

conferred on it by the Board.

The work performed by the Nomination Committee for the

Financial Year, is set out below:

(a)

assessed the independence of independent non-

executive Directors;

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

strategies;

approved and recommended the renewal of service
contracts of (i) Ms.
and (ii) Dr.

independent non-executive Director;

Cheung Mei Sze as executive

Director; Lee Kwok Keung Edward as

Recommended the resignation of Mr. Liang Guoxing as
chief executive officer;
Recommended the appointment of Mr. Yan Jun as

chief executive officer;

Recommended the election of Mr. Yan Jun and Ms.

Chen Xiaoxu as executive Directors; and

recommended (i) the re-election of Mr. Wu lJie Si as
non-executive Director; and (ii) the re-election of Mr.
Hung Sui Kwan and Mr. Ma Lishan as independent

non-executive Directors.
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Corporate governance functions of the Board

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

compliance with the Listing Rules.

The attendance of each Director for the Board meetings and
the Board Committee meetings held during the Financial

Year, is set out in the following table:

EEeRERTA
EFeCEMNELCEERR
MAIMBE -

a1

TERFINZEFER WﬂifZé%%%%
EXeZBeeENEER

Meetings Attended/Eligible to Attend

BliEzeE/AERER SR
Annual  Extraordinary
Audit Remuneration ~ Nomination  Compliance General General
Directors Board  Committee ~ Committee  Committee  Committee Meeting Meeting
-H) E3g  ENZEE  HMzEE  R4EEE GRZEE  RREGAE  BRENAE
Executive Directors
Mr. Liang Guoxing (Chairman) 2022 N/A* m 45 N/A¥ 0/ 0
Mr. Yan Jun (Chief Executive Officer)
(appointed on 14 July 2017) 12 N/A* N/A* N/A* N/A* N n
Ms. Chen Xiaoxu (Chief Financial Officer)
(appointed on 14 July 2017) 122 N/A* 1l N/A* 112 n n
Mr. Wang Jindong
(resigned on 14 July 2017) 922 N/A* /A N/A* N/A¥ 0 N
Ms. Cheung Mei Sze
(retired on 18 August 2017) 12122 N/A* 617 N/A* n N n
Non-Executive Directors FirEE
Mr. Wu Jie Si RERLE 2022 NIA* NIA* N/A* NIA* on 02
Mr. Chen Sing Hung Johnny REERE 2112 N/A* NIA* N/A* NIA* i 0
Independent Non-Executive Directors BukunEs
Mr. Hung Sui Kwan ARaE 2122 0 m 55 0 " 0
Mr. Ma Lishan i 2122 0N mn 505 0 i 12
Dr. Lee Kwok Keung Edward 3 Ay 2122 0N m 5/5 0N i 12

*  Not applicable T
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CONTINUOUS PROFESSIONAL DEVELOPMENT

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

and regulations.

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

governance practices, directors’ duties, Listing Rules,
relevant laws and regulations, and business development of

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

the year under review is summarised below: Z B AR -

Type of continuous professional development
BESERRZER
attending internal

briefings and external

seminars, training courses, reading relevant
Name of Directors conferences and programs materials and updates
SEANBERER
AREBPHTAE MEEBERR
BEEps BIRE  EBRRE BIEE
Executive Directors BTES
Liang Guoxing 2 E — v
Yan Jun BER-_FE—+F
(appointed on 14 July 2017) +AFHEZT) — v
Chen Xiaoxu BRERKR-_F—+F
(appointed on 14 July 2017) +AFHEZT) v v
Wang Jindong TER(R=ZF—+F
(resigned on 14 July 2017) + A+ HEEF) — —
Cheung Mei Sze EXR(R=F—+#
(retired on 18 August 2017) NA+/NHEF) — —
Non-executive Directors EBTES
Wu Jie Si R#ER v v/
Cheng Sing Hung Johnny BRI v v
Independent Non-executive BYFHTES
Directors
Hung Sui Kwan Mt e v v/
Ma Lishan oAl v v
Lee Kwok Keung Edward =L — v
DIRECTORS’'S AND OFFICER'S INSURANCE EERERAERE

The Company has arranged appropriate insurance cover in ARARIEMEEERSRABAERY 2
respect of potential legal actions against its Directors and BT METH S BRRBIRE

officers.
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

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

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

accounting or related financial management expertise.

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

meeting at least once every three years.
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Pursuant to Code Provision A.4.3 set out in Appendix 14 to
the Listing Rules, further appointment of an independent
non-executive Director serves more than nine years should
be subject to a separate resolution to be approved by the
Shareholders. Mr. Hung Siu Kwan (“Mr. Hung") independent
non-executive Director of the Company now served the
Board for more than nine years. Notwithstanding that Mr.
Hung served the Company for nine years, there are no
circumstances which are likely to affect his independence
as an independent non-executive director. Mr. Hung is not
involved in the daily management of the Company nor in
any relationships which would interfere with the exercise of
their independent judgment. The Board considers that Mr.
Hung remains independent and believe that he can continue
to fulfill his role as an independent non-executive Director.
The Board therefore recommends to the Shareholders of the
Company that Mr. Hung should be re-elected at the annual

general meeting to be convened on 24 August 2018.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT
Particulars of the Directors’ remuneration for the Financial

Year are set out in note 8 to financial statements.

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

set out below:

Remuneration band (in HK$)

R £ R AP 8% + U AT E 2 5T AR
AA3MG EBUFATESTETICBNAF
HERRBETRUBILORERVAHREE
ABIRE - ARBEBUIFFRITES IR AL
(TEEED REEZTSBBALEF - BEKRSL
ERIRIEARRRMAE TﬁﬁﬂﬂﬁE:TﬁE?yé
BERBUIFRITESTNBIENBR - A
FEWTLERNRFHEER - D‘Mﬁiﬁﬁj
TERTEBLHBNEAEER EFTER
RARAFRERFBY  YHRERSEERETE
VIHHTEFARL EFERMERARAMRK
REz R N\FA\A-THHAHN
BRRBFREG LREEEHRLE -

EERSREEENMS

BB R [ A B & 5 1B B B S R
8 °

RSB FRIGEX $B. 5K SRERE

KB (BEFHIN RMBFENFENS IR
BT

Number of individuals

HEgEE (GExT) AE
500,000 to 1,000,000 500,000% 1,000,000
1,000,001 to 1,500,000 1,000,001% 1,500,000 4

1,500,001 to 2,000,000 1,500,001%2,000,000
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

The Company has adopted written guidelines, “Code for
Securities Transactions by Relevant Employees”, on no
less exacting terms than the Model Code for securities
transactions by relevant employees who are likely to be in

possession of inside information of the Company.

NON-COMPETITION UNDERTAKING

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

invested or is otherwise involved in.
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RISK MANAGEMENT AND INTERNAL
CONTROL

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

material internal control defects, if any.

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

functions.

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

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

the risk of failure to achieve business objectives.

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

regularly scheduled meeting.

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

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

experience and trainings.

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

in this area.

DIRECTORS" AND EXTERNAL AUDITOR'S
RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

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

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

applicable accounting standards.

The responsibilities of the external auditor of the Group on
the financial statements of the Group are set out on pages

128 to 136 of this annual report.

The Directors have confirmed that the Company has the
ability to continue as a going concern. Your attention is also
drawn to note 2.1 to financial statements on pages 143 to

148 of this annual report.

EXTERNAL AUDITOR’S REMUNERATION

Messrs. Ernst & Young has been appointed as the external
auditor of the Company by the Shareholders at the 2017
AGM. During the Financial Year, the fees paid/payable to
Messrs. Ernst & Young in respect of audit and non-audit

services provided to the Group were as follows:
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SEFEARR

REEINEZYMYAEBH B RENET
HARNFHRFEI128E 1368 °

EERMABARABRNEBFELE - Ik
Sh - TEFE M T EEANFREI43E148E 2

Mg mKRME2.1 -

SNEZBEN 2B €

KB EFBAIR T —EFRIBAFK
LERREZERARNA T ZINEZEED -
MEREE  prAEE RN RS R EMIE
ZREBRBMEN AT RKE TR E AT
WERMT

For the year ended
31 March 2018

For the year ended
31 March 2017

BE-Z-N\F& BT+ &

ZA=t+-H =R=+—H

LEE HEE

HK$ HK$

Type of services IREESE BT BT
Audit services ZE R 3,150,000 2,768,000
Non-audit services FEZERE 960,000 960,000
Total w@st 4,110,000 3,728,000

The non-audit services include interim review fee.
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COMPANY SECRETARY

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

under the Code.

INVESTOR RELATIONS

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

meetings.

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

and interim results announcements.

SHAREHOLDERS' RIGHTS

The Company recognises its responsibility to look after the

interests of the Shareholders.

A written Shareholders Communication Policy approved by

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

general meetings on each substantially separate issue.

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

public information is not disseminated on a selection basis.

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

to be tabled at general meetings for adoption.

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

of those Shareholders.

125

TEER®RE

ARAARREHZAAERRARGES - W0
BREFRGBENRNGRITAZE D20ME%
EEXBRRBIREL - AT A BRI
((ERBHIAE])BSARANERITHE
DIEZELXAMBATER - ARFE
BEREFEARTBRRAG EFEXF

H.
> Fl

‘rl]

% (BEEREARTR) RO BRUME
@ LEERN  EREARL  BRTER

BB EEERIRHIRES -

ARFAARBELTRUIEHEEEREAR
HETHEMNEE WEFIZFARRER
FZ(BRERAEANMELE) N —DNEBRRRF
AR EEBANILRENZREESER -

EAFBE TP RARABARE (HERAR
ABRRAGRREN) + 90— 2 EF—RHIA
EORR - AAARARRZEBBERER (b
HERARNEFERNFOR)BHEBEFR - UB
KABRBRERNAEG  FEARAWERK
HA-HRBFTERARERRAEG LIRZE
AR R (ERIZE -

REMERVAIHAGZNAMNEG LR2R
FZEAMIHABKREEE Tl OHRZ
0 REAR B S FrARAX - &0 XA i
—HRZHRAABRREE

- NFFER




SILVER BASE GROUP HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT
TRERES

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

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

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

shall be reimbursed to the requisitionist(s) by the Company.

The procedures by which enquiries may be put to
the Board

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

Secretary.

The procedures for a Shareholder to propose a

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

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

which the following information should be included:

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

(b) the contact details of the proposing Shareholder

and that person.

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

be elected as a director of the Company.

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

notice of the proposal.

The Company did not make any changes to its constitutional

document during the Financial Year.
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SILVER BASE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT
B A% SUED 3R

Ernst & Young iiaﬁﬁ$ﬁm Tel EFE: +852 2846 9888
EY 22/F, CITIC Tower EBHREBREE Fax 8 E: +852 2868 4432
§7i 1 Tim Mei Avenue qu:kfﬂﬁ ey.com
Central, Hong Kong
To the shareholders of BRESEERERAA
Silver Base Group Holdings Limited ERER

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Silver Base Group Holdings Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 137
to 256, which comprise the consolidated statement of
financial position as at 31 March 2018, and the consolidated
statement of profit or loss, the consolidated statement
of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated

financial statements, including a summary of significant

accounting policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position
of the Group as at 31 March 2018, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs"”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA")
and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies

Ordinance.
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BASIS FOR OPINION

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

appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period.
These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and
in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is

provided in that context.

We have fulfilled the responsibilities described in the
Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in
relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit
procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion

on the accompanying consolidated financial statements.
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SILVER BASE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT
B A% SUED 3R

KEY AUDIT MATTERS (continued)

EREZREE (F)

Key audit matter

AREELER

How our audit addressed the key audit matter

EENERNNEERARERSER

Assessment of inventory provision

fF R a)EFIE

As at 31 March 2018, the inventories of the Group
amounted to approximately HK$904 million which
represented 38% of the Group’s total current
assets and 37% of the Group’s total assets,
respectively. A provision for inventories is made by
the Group based on the current market conditions,
historical experience of selling similar products
and estimated net realisable value of inventories.
The impairment assessment of inventories
involved significant management’s estimates and
judgements.

RZZE-N\F=A=+—H  EEEFEX048
BET ohh EEERARPHEEMIBNN &
SEBEEN3T% - EXEERBEERTN - HEM
FEMNERMEENG 2R FEELFER
o FEBERREBYREKXETEE G HIE -

The details of the Group’s inventories are included
in notes 3 and 16 to the consolidated financial

statements.
EEEGENFBRAN A KM BHRRMEIRI6 -

In assessing the inventory provision, we selected
samples of inventories and reviewed their net
realisable value with reference to their market
selling price or the Group’s pricing policy to assess
whether the inventories are measured at the lower
of the cost and net realisable value. We discussed
with management on any inventories with potential
obsolescence problem. We also attended the
physical inventory counts to note for any obsolete

items.

A e

EFEFERER  BESELFEELS  U2EER
MEENMSEES ERENEERRMERE
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ERENFE BEFTHREFERMTENERER
BHEMRERR -
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KEY AUDIT MATTERS (continued)

EAREFXSIHGE)

Key audit matter
EREZSER

How our audit addressed the key audit matter

TENERNEERRELSER

Impairment assessment of trade receivables

JEK Z 5 50 R 89 5 (B AT

As at 31 March 2018, the carrying amount of
trade receivables of the Group amounted to
approximately HK$62 million, after an impairment
provision of approximately HK$198 million.
Significant judgement is involved in the estimation
of collectability of future cash flows from individual
debtors. A number of factors are also considered
by the Group in assessing the ultimate realisation
of the trade receivables, including the historical and
current year payment pattern and creditworthiness
of each debtor, the default rates of current and
prior years, aging of trade receivable balances, and
the latest communication with individual debtors.
RZZE-—N\F=A=+—8  E5EEKESHNE
MEREENEEE T (EMBRRERELN198EE
BIT) o fhETERIES AR RRIE £ & &Y AT Y ol 41
XpREBXHAE - ESEEETHEKESFIEN
RERERBARNTEZEZERER  8RESBEBHA
MBERAFEEFRANMEE  AFERBEF
EHEQL R - BUCE 5 FIA 5 #REY BRI A0 AR 3T B
BEREBANBBOBER

The details of the Group’s trade receivables are
included in notes 3 and 17 to the consolidated
financial statements.
EXRERUEZTIENFEHNE MU BRERM T
3%k17

Our procedures included reviewing management’s
assessment on the recoverability of trade
receivables balances with reference to various
factors such as historical settlement trend and
settlement received from customers subsequent
to the end of the reporting period. We evaluated
the Group’s aging classification of these balances,
and identified overdue debts for further evaluation
of their recoverability. We also evaluated
management’s assessment of credit quality of
individual customers based on the historical sales

trend and repayment pattern from customers.

EENREFEREREREMRBRE S KA Z AR
B ER2ETRAEE  BEERNSE
ZURERESHRRD TP WEHER
Al EREHHFEROKERSE  YEHF A
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SILVER BASE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT
B A% SUED 3R

OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

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

thereon.

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

form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other
information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is
a material misstatement of this other information, we are
required to report that fact. We have nothing to report in

this regard.

RESPONSIBILITIES OF THE DIRECTORS

FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

error.
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RESPONSIBILITIES OF THE DIRECTORS

FOR THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing

the Group's financial reporting process.

AUDITOR'S RESPONSIBILITIES FOR THE

AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion. Our report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this

report.

Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated

financial statements.
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SILVER BASE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT
B A% SUED 3R

AUDITOR'S RESPONSIBILITIES FOR THE

AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

throughout the audit. We also:

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

misrepresentations, or the override of internal control.

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

of the Group's internal control.
o Evaluate the appropriateness of accounting policies

used and the reasonableness of accounting estimates

and related disclosures made by the directors.
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BREEBEBERERAA

INDEPENDENT AUDITOR'S REPORT
B ZBERE

AUDITOR'S RESPONSIBILITIES FOR THE % BET L B AR B OF B H 3R R A R

AUDIT OF THE CONSOLIDATED FINANCIAL ENEE (E)

STATEMENTS (continued)

e  Conclude on the appropriateness of the directors’ use s HESHARBBELCESTEMRZIBE N
of the going concern basis of accounting and, based E &Em - WIREATB 2 BZRE - R
on the audit evidence obtained, whether a material EetFEHEHRBERAEBIEAT
uncertainty exists related to events or conditions that WEM  MAlgs SEEFELEZ
may cast significant doubt on the Group’s ability to RENEREARE - WREEREGFE
continue as a going concern. If we conclude that BEATHEEM BN EEZEMRE
a material uncertainty exists, we are required to RRFEREETS M BmEP 28
draw attention in our auditor’s report to the related FEEER BREFHEBEEHDTE
disclosures in the consolidated financial statements E'J%%ZEIEHﬂiEfH%mﬁﬁE’JV%Eﬂi#ﬁ
or, if such disclosures are inadequate, to modify our o E’J%Eﬁ%ﬁﬁ’\\ﬁiﬁ%{ﬁﬁ#&%
opinion. Our conclusions are based on the audit EJJ:?EHX BB o AW - RKF
evidence obtained up to the date of our auditor’s HeiERATEES ESETRESRRS
report. However, future events or conditions may cause B o

the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content o IEEHHBEmKRIERIHmAN A
of the consolidated financial statements, including the BEAR BEEEER  URE6HDT
disclosures, and whether the consolidated financial BREEEAARMR G REIHE -

statements represent the underlying transactions and

events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding e B EEEERIERIBLUBER

the financial information of the entities or business BERFAD BEZEZER  NEast
activities within the Group to express an opinion on the MGEHRERERER - EFEARES
consolidated financial statements. We are responsible EENHTEESEZ TEHEZE
for the direction, supervision and performance of the EEZHASE

group audit. We remain solely responsible for our audit

opinion.

EEHERZE QBRI EAEZEE  FMH
among other matters, the planned scope and timing of the ZH BEAEZEREZEEE BREEENRE
5% 51 B BE 1 2 BB KRG o

We communicate with the Audit Committee regarding,

St

audit and significant audit findings, including any significant %t
deficiencies in internal control that we identify during our
audit.
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INDEPENDENT AUDITOR'S REPORT
B A% SUED 3R

AUDITOR'S RESPONSIBILITIES FOR THE

AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

related safeguards.

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

communication.

The engagement partner on the audit resulting in this

independent auditor’s report is Chung Yuk Man.

Ernst & Young
Certified Public Accountants

Hong Kong

28 June 2018
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BREEBEBERERAA

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
EHERR

Year ended 31 March 2018 —Z— \E=A=+—HILFEE

2018 2017
—E-N\E —T—+F
Notes HK$’000 HK$'000
Mot F#E T THT
REVENUE W 5 2,321,680 1,499,636
Cost of sales =KD (2,096,013) (1,089,403)
Gross profit ESp 225,667 410,233
Other income and gains, net H A R e OFFE) 5 766 8,406
Selling and distribution expenses $HE LK E F (198,675) (294,870)
Administrative expenses 1THEHR (87,017) (80,686)
Other expenses, net HmmER OH5) (215) -
Write-back of impairment/(loss from BEURECREEE)
impairment), net (%) (8,825) 11,817
Finance costs B A B AN 6 (64,211) (48,698)
PROFIT/(LOSS) BEFORE TAX BB ATRIE,(E8) 7 (132,510) 6,202
Income tax expense Fri5 i & B 10 (3,529) (52)
PROFIT/(LOSS) FOR THE YEAR EERE(FE) (136,039) 6,150
ATTRIBUTABLE TO: FE1G -
ORDINARY EQUITY HOLDERS ARAFEBERBFRA
OF THE COMPANY (135,977) 6,150
NON-CONTROLLING INTERESTS I 12 R = (62) -
(136,039) 6,150
EARNINGS/(LOSS) PER SHARE AAFEBEESEEEA
ATTRIBUTABLE TO ORDINARY EBiEERER,(&HE)
EQUITY HOLDERS OF
THE COMPANY
Basic (HK cents) AR GB) 12 (5.98) 0.27
Diluted (HK cents) 5 (B1) 12 (5.98) 0.27
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SILVER BASE GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
aFEERAR

Year ended 31 March 2018 ZE—\F=A=+—HILFE

2018 2017
—E-N\F —E—tF
HK$000 HK$'000
THER F& T
PROFIT/(LOSS) FOR THE YEAR FEFE(FHR) (136,039) 6,150
OTHER COMPREHENSIVE Hth2mEK A (FR)
INCOME/(LOSS)
Other comprehensive income/(loss) REZBEEET 8
to be reclassified to profit EEDIZHEMEEERA(BE)
or loss in subsequent periods:
Exchange differences: ME W Z 58
Exchange differences on translation of 2 5 HN 2 1% By 2= A 9
foreign operations PE & =58 119,209 (67,707)
OTHER COMPREHENSIVE FEHMZEBRA(HB) -
INCOME/(LOSS) FOR THE YEAR, R E
NET OF TAX 119,209 (67,707)
TOTAL COMPREHENSIVE LOSS FEXEHEBRAHE
FOR THE YEAR (16,830) (61,557)
ATTRIBUTABLE TO: FE4h :
ORDINARY EQUITY HOLDERS EARERBERBFRA
OF THE COMPANY (16,767) (61,557)
NON-CONTROLLING INTERESTS FEFIEES (63) -
(16,830) (61,557)
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BREEBEBERERAA

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R R R S

31 March 2018 —Z—N\E=A=+—H
2018 2017
—E-N\#F —E—tF
Notes HK$’000 HK$'000
Mot F#E T THT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - WEK&REG 13 21,684 12,236
Intangible asset ﬂiﬂ/é? 14 8,300 8,300
Deposits ? 18 36,012 4,024
Deferred tax assets Lffdlﬁéiz 24 4,000 =
Total non-current assets EREEELR 69,996 24,560
CURRENT ASSETS MEEE
Inventories Ve 16 904,436 697,771
Trade receivables FEUE 5 I8 17 61,954 42,851
Bills receivable JE W =B 17 1,232 56,771
Prepayments, deposits and BRFRIE - ReE R
other receivables H b jE Wy Fh 1B 18 500,957 801,992
Pledged deposits 2 i FE R 19 492,915 85,000
Cash and cash equivalents ReELRREEEY 19 418,917 356,939
Total current assets MENEERRE 2,380,411 2,041,324
CURRENT LIABILITIES mEEE
Trade payables FEH B 5 Rk IE 20 24,864 4,290
Bills payable e = i 20 487,465 439,968
Deposits received, other payables BEE] & - EMER
and accruals DNEREEE 21 372,273 256,582
Bank advance for discounted bills RITARIR Z IR BN 17 - 56,771
Interest-bearing bank borrowings STRETTEE 22 74,880 213,310
Bond payables e &S 23 51,233 10,529
Due to a director ENESHIE 32 1 1
Tax payable FE S 718 69,453 61,334
Total current liabilities mEBERE 1,080,169 1,042,785
NET CURRENT ASSETS REEEFE 1,300,242 998,539
TOTAL ASSETS LESS CURRENT BEERREBARS
LIABILITIES 1,370,238 1,023,099
NON-CURRENT LIABILITIES FERBEME
Bond payables B ES 23 580,638 240,501
Deferred tax liabilities BEEMRIBARG 24 5,000 =
Total non-current liabilities EREBEEERE 585,638 240,501
Net assets BEFE 784,600 782,598
EQUITY R
Equity attributable to ordinary KAFEBEER
equity holders of the Company BEARGES
Issued capital B E TR A 25 227,281 227,281
Reserves i 27 558,435 556,370
785,716 783,651
Non-controlling interests IE 42 ) M R 2 (1,116) (1,053)
Total equity B 784,600 782,598
R E H BR B fE
Liang Guoxing Chen Xiaoxu
EF EZF
Director Director
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SILVER BASE GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
EHEZZ2BX

Year ended 31 March 2018 ZE—\F=A=+—HILFE

Attributable to ordinary equity holders of the Company

AREERRERAARE
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
k& Bx  BRE EE HE FEHE

2RTRE wEE EARE RERG R BHLARE REBRE ZHER it BE REEE
Notes HK$000 HK$'000 HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000 HK$000 HK$'000
irsk Thn i ThT T AL T TiEn TR ThT Thn i
(note 27(1)) (note 27(ii))
iE220) (Rzk27i)

At 1 April 2016 KRB 5MA-H 151,521 675,507 (380) 1,554 18,667 71,462 112,061 (202,170) 828,222 (1,053 827,169

Profit for the year EEFIE - - - - - - - 6,150 6,150 - 6,150
Other comprehensive loss EREBZERA
for the year:
Exchange differences on
translation of foreign
operations - - - - - - (67,707) - (67,707) - (67,707)

3L

Total comprehensive
income/(loss) for the year

Equity-settled share option
arrangements

Share options lapsed

Issue of shares

- (67,707) 6,150 (61,557) - (61,557)

2% = - - - 16986 = = - 1696 - 1696
= = - - (373) - - 30 - = =
2 75760 (75760) = 5 5 . = = = = =

At 31 March 2017 and

1 April 2017 227,281 599, 747* (380)* 1,554* 35,280* 71,462 44354%  (195,647)* 783,651 (1,03) 782,598
Loss for the year - - - - - - - (135977)  (135,977) (62)  (136,039)
Other comprehensive

income/(loss) for the year:

Exchange differences on

translation of foreign
operations - - - - - - 119210 - 119210 (1 119,209
Total comprehensive

income/(loss) for the year - - - - - - 19210 (135977) (16,767) (63) (16,830)
Equity-settled share option

arrangements 26 - - - - 18,832 - - - 18,832 - 18,832
Share options lapsed and Bk

cancelled - - - - (3,936) - - 3,936 - - -
At 31 March 2018 R-Z-N\E=A=t-R 227,281 599, 747* (380)* 1,554* 50,176* T1462*  163564*  (327,688)* 785,716 (1,116) 784,600
@ These reserve accounts comprise the consolidated reserves of * ZEREROEAHUBRAXRANEG

HK$558,435,000 (2017: HK$556,370,000) in the consolidated B 7 558,435,000 7T (=T — + F -
statement of financial position. 556,370,000/ 7T) °
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BREEBEBERERAA

CONSOLIDATED STATEMENT OF CASH FLOWS
EHRETRER

Year ended 31 March 2018 —Z— \E=A=+—HILFEE

2018 2017
—E-N\F —E—tF
Notes HK$'000 HK$'000
BT FET FET
CASH FLOWS FROM OPERATING EETHNRERE
ACTIVITIES
Profit/(loss) before tax B ATAIE,(BE) (132,510) 6,202
Adjustments for: RUTEEENFE -
Gain on disposal of property held HERERFEME 2 W
for sale 5 - (1,626)
Interest income FEBA 5 (760) (1,420)
Finance costs BE KA 6 64,211 48,698
Depreciation nE 7 5,117 4,794
Loss/(gain) on disposal of items of HEME KBRS
property, plant and equipment EEZEBE/ (W) 7 293 (100)
Impairment loss on items of property, BEWE BERZEEE
plant and equipment ZREBE 7 3,872 =
Write-back of impairment allowance BEEWE SHIEL
of trade receivables BB 7 (2,537) (12,830)
Impairment allowance of prepayments T8 1< 338 & E i & W 5708
and other receivables 2 REEE 7 7,490 1,013
Provision for inventories in respect of BRAMREN #IRFE
write-down to net realisable value 2 TFEBE 7 56,308 1,444
Equity-settled share option expense NEREE 2 BREER 7 18,832 16,986
20,316 63,161
Increase in inventories FEEEm (262,973) (5,479)
Increase in trade receivables FEY B 5 7} 38 3 A0 28 (34,634) (8,357)
Decrease/(increase) in bills receivable FEMWERE R/ (3En) 55,539 (8,522)
Decrease in prepayments, deposits and ~ TE{T B « k4 REH M
other receivables & Wk B R > 290,685 49,488
Increase/(decrease) in trade payables FERTE S IER I, (Fd) 20,574 (5,853)
Increase/(decrease) in bills payable FERNEZH M,/ ) 47,497 (175,032)
Increase in deposits received, other BWET € - BB RIE R
payables and accruals et A EE M 115,691 16,488
Effect of foreign exchange EXEEE (HH)
rate changes, net 102,300 (61,488)
Cash generated from/(used in) HEMG/ (A NRE
operations 354,995 (135,594)
Interest received B U FI B 760 1,420
Interest paid EANEVES) (34,223) (37,502)
Elsewhere tax paid B3 E 3 [ 756 18 - (115)
Net cash flows from/(used in) LEEHME/(FFA)
operating activities BN EFEE 321,532 (171,791)
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SILVER BASE GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS

EHBEERER

Year ended 31 March 2018 ZE—\F=A=+—HILFE

2018 2017
—E-N\F —tF
Notes HK$'000 HK$'000
Bt & TERT FHBT
CASH FLOWS FROM INVESTING REFBNRERE
ACTIVITIES
Purchases of items of property, BEWE BMELKEERSE
plant and equipment 13 (17,009) (7,903)
Proceeds from disposal of items of HEWE - BEKREEE
property, plant and equipment B TS 58 - 100
Proceeds from disposal of property HERE L ENEY
held for sale FriS500A 15 - 11,232
Increase in deposits for acquisition of BEAHBEREY
available-for-sale investment RE (29,128) =
Increase in pledged deposits E}fﬁ#ﬁﬁmiﬁ n (407,915) (10,000)
Effect of foreign exchange EXZHTE(FHE)
rate changes, net 26,739 (3,949)
Net cash flows used in KEEEAR
investing activities RemeFE (427,313) (10,520)
CASH FLOWS FROM FINANCING METHNRERE
ACTIVITIES
Decrease in amounts due to directors  JE{ & = HIE R A - (1,250)
Decrease in amounts due to related & 1< B e 5 kIR >
parties - (160)
Increase/(decrease) in bank advance BITREBE E=Ea
for discounted bills ®an/ G ) (56,771) 27,971
New bank and other loans and trust BRI REMEFTA R
receipt loans B ER 91,728 473,893
Repayment of bank and other loans ERRITREMETUAK
and trust receipt loans ERWEER (230,158) (482,583)
Proceeds from issue of bonds, BITESFMNMAERE -
net of paid related expenses ?D%Eﬂﬂﬁ BE R 23 355,853 225,837
Repayment of a bond (5,000) -
Effect of foreign exchange
rate changes, net (12,464) 12,144
Net cash flows from financing activities B & FEFFEHIN S REFE 143,188 255,852
NET INCREASE IN CASH AND CASH EB&REBESZEEYEMNTFE
EQUIVALENTS 37,407 73,541
Cash and cash equivalents FYRERREEEY
at beginning of year 356,939 300,709
Effect of foreign exchange EX2H 2 (FH)
rate changes, net 24,571 (17,311)
CASH AND CASH EQUIVALENTS FREASRASEEY
AT END OF YEAR 418,917 356,939
ANALYSIS OF BALANCES OF CASH BeRBELEEY
AND CASH EQUIVALENTS EER D AT
Cash and cash equivalents as stated & OIS AR R R AT 51 B
in the consolidated statement of ReRREFED
financial position 19 418,917 356,939
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

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 (Ff&&) liquor series,
National Cellar 1573 baijiu with 43% alcohol content,
Kweichow Moutai Chiew products, Fen Wine with
55% alcohol content liquor series, Red Fen Shijia
liquor series, Yaxi Classic liquor series and Old Vintage
liquor series, wine, foreign liquor series, sugar, Chinese
cigarettes and daily necessities.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong
Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA"), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost
convention. These financial statements are presented in
Hong Kong dollars (“HK$”) and all values are rounded
to the nearest thousand except when otherwise
indicated.
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31 March 2018 ZE—N\F=ZA=+—H
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.1 BASIS OF PREPARATION (continued)
Going concern basis
The Group recorded revenue and a consolidated
loss before tax of HK$2,321,680,000 (2017:
HK$1,499,636,000) and HK$132,510,000 (2017:
consolidated profit before tax of HK$6,202,000),
respectively, for the year ended 31 March 2018.

As at 31 March 2018, the Group recorded
outstanding bank loans of HK$74,880,000 (2017:
HK$213,310,000) and bills payable of HK$487,465,000
(2017: HK$439,968,000), which are due for repayment
or renewal within the next twelve months after 31
March 2018. The bills payable of HK$487,465,000
were arranged in respect of the Group’s purchase
prepayments to a supplier and were settled by the
Group in April 2018.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

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

In view of these circumstances, the directors of the

Company have given consideration to the future

liquidity and performance of the Group and its

available sources of finance in assessing whether

the Group will have sufficient financial resources to

continue as a going concern.

In order to improve the Group’s liquidity and cash

flows to sustain the Group as a going concern,

the Group implemented or is in the process of

implementing the following measures:

(1)

Bank facilities

The Group will actively negotiate with the banks
in the People’s Republic of China (“PRC") 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 which will be due in the
next twelve months after 31 March 2018, the
Group plans to use its internal financial resources
to repay the borrowings.

In addition, subsequent to 31 March 2018, in
April 2018, the Group has arranged with a PRC
bank to issue a bill of RMB440 million (equivalent
to approximately HK$539 million) for the Group’s
purchase prepayments to a supplier which is due
for repayment in April 2019.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

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

(2)

(3)

Annual Report 2018

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$70,600,000 for the Group’s working capital.

Attainment of profitable and positive cash
flow operations

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

flow operations.

In order to enhance the Group’s online sale
and marketing channels for its winery products,
the Group has entered into various service
agreements with certain e-commerce platform
service providers, and 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.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.1 BASIS OF PREPARATION (continued)

Going concern basis (continued)

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

basis.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Group for the year ended
31 March 2018. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by
the Company. Control is achieved when the Group
is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability
to affect those returns through its power over the
investee (i.e., existing rights that give the Group the
current ability to direct the relevant activities of the

investee).

When the Company has, directly or indirectly, less
than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over

an investee, including:

(a) the contractual arrangement with the other vote

holders of the investee;

(b) rights arising from other contractual

arrangements; and

() the Group's voting rights and potential voting
rights.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

2.1 BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

The financial statements of the subsidiaries are
prepared for the same reporting period as the
Company, using consistent accounting policies. The
results of subsidiaries are consolidated from the date
on which the Group obtains control, and continue to
be consolidated until the date that such control ceases.

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

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

accounted for as an equity transaction.

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

NOTES TO FINANCIAL STATEMENTS

2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES

The Group has adopted the following revised HKFRSs
for the first time for the current year’'s financial
statements.
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 in Other
Entities: Clarification of the

Scope of HKFRS 12

included in Annual
Improvements to HKFRSs
2014-2016 Cycle

None of the above amendments to HKFRSs has
had a significant financial effect on these financial
statements. Disclosure has been made in note 28(b)
to the financial statements upon the adoption of
amendments to HKAS 7, which require an entity
to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising
from financing activities, including both changes

arising from cash flows and non-cash changes.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 EREMEARERNE B IR
HONG KONG FINANCIAL REPORTING HZEH|
STANDARDS
The Group has not applied the following new and REBR AN FHRERILEER TS M
#5180 14 oK AL SR BT 5T R A (S 5T B B BT 75

revised HKFRSs, that have been issued but are not yet

effective, in these financial statements.

Amendments to HKFRS 2

Classification and Measurement of

SER TP

BRMBREEAERNE]

HURGNFL BN SR

Share-based Payment Transactions' &
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments BRUBREENERNGE] HEEIFHEEAEGE
with HKFRS 4 Insurance Contracts' FREERESIRES
B ZOE BT A
HKFRS 9 Financial Instruments' BANBREEZ9R ZRIA
Amendments to HKFRS 9 Prepayment Features with Negative BENBRERAERNBE RAAEHEREZ
Compensation® BB
Amendments to HKFRS 10 Sale or Contribution of Assets between EANBRERASI0RR  KREBEAREL AL EL
and HKAS 28 (2011) an Investor and its Associate or Joint BBE T ERF285% EIHZBENED LA
Venture? (ZB——%)RET
HKFRS 15 Revenue from Contracts with EANBREERE 5% EFAIM
Customers'
Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from BANBRELNERNET BRIRHEENE 155 EF
Contracts with Customers' BB EE
HKFRS 16 Leases? BRMBREERZ 165 #E
HKFRS 17 Insurance Contracts® ﬁ*}%@ﬁ*fa‘tﬁﬁﬂ?ﬁ FBAHP
Amendments to HKAS 19 Plan Amendment, Curtailment or BASHEZ 19501 HEET HHAAE

Amendments to HKAS 28

Settlement?
Long-term interests in Associates and

BR O EN SR

REERARAELRY

Joint Ventures? RHER
Amendments to HKAS 40 Transfers of Investment Property’ e R 40501 HERENZE
HK(IFRIC)-Int 22 Foreign Currency Transactions and @%(V“@Wﬁ%@% NERZREBFE
Advance Consideration' 289)-2EENR
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments? 2% (BBEKRLRE Vi3 gy s
2EE)-2 H%Bﬁ
Annual Improvements Amendments to HKFRS 1 and HKAS 28! FEILEA (CE-HEE  BRENBREENEIRR
2014-2016 Cycle ZE-NEEE) BRI E28%H
fir
Annual Improvements Amendments to HKFRS 3, HKFRS 11, FEYLEA (—E-1FF  BEUBALENEN.
2015-2017 Cycle HKAS 12 and HKAS 232 ZE-t£85) BEUBREEIENS
BEGENZNRR
BAEENZBHM
e

U Effective for annual periods beginning on or after 1

January 2018

Z Effective for annual periods beginning on or after 1

January 2019

£ Effective for annual periods beginning on or after 1

January 2021

' R-Z—N\F— A - HKXZERED

FEHARAER

2 R-Z—NF— A HKXZERED

FEHARAER

: R-ZT——F— A HK KRR

FEHARAER

i) 7 B XE 5% fhil 42 2% B BB AT (R BR 4

& No mandatory effective date yet determined but &
available for adoption
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)
Further information about those HKFRSs that are

expected to be applicable to the Group is as follows:

In September 2014, the HKICPA issued the final
version of HKFRS 9, bringing together all phases of
the financial instruments project to replace HKAS 39
and all previous versions of HKFRS 9. The standard
introduces new requirements for classification and
measurement, impairment and hedge accounting.
The Group will adopt HKFRS 9 from 1 April 2018. The
Group will not restate comparative information and
will recognise any transition adjustments against the
opening balance of equity at 1 April 2018. Based on
the preliminary assessment undertaken to date, the
Group expected that the adoption of the new standard
will not have any significant impact on the Group's

results of operations and financial position.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 BHEMERERNEBIEIR

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 15, issued in July 2014, establishes a new
five-step model to account for revenue arising from
contracts with customers. Under HKFRS 15, revenue is
recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange
for transferring goods or services to a customer. The
principles in HKFRS 15 provide a more structured
approach for measuring and recognising revenue.
The standard also introduces extensive qualitative
and quantitative disclosure requirements, including
disaggregation of total revenue, information about
performance obligations, changes in contract asset
and liability account balances between periods and
key judgements and estimates. The standard will
supersede all current revenue recognition requirements
under HKFRSs. Either a full retrospective application
or a modified retrospective adoption is required on
the initial application of the standard. In June 2016,
the HKICPA issued amendments to HKFRS 15 to
address the implementation issues on identifying
performance obligations, application guidance on
principal versus agent and licences of intellectual
property, and transition. The amendments are also
intended to help ensure a more consistent application
when entities adopt HKFRS 15 and decrease the cost
and complexity of applying the standard. The Group
will adopt HKFRS 15 from 1 April 2018. Based on the
preliminary assessment undertaken to date, the Group
expected that the adoption of the new standard will
not have any significant impact on the Group's results

of operations and financial position.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 16, issued in May 2016, replaces HKAS
17 Leases, HK(IFRIC)-Int 4 Determining whether
an Arrangement contains a Lease, HK(SIC)-Int 15
Operating Leases — Incentives and HK(SIC)-Int 27
Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. The standard sets out
the principles for the recognition, measurement,
presentation and disclosure of leases and requires
lessees to recognise assets and liabilities for most
leases. The standard includes two elective recognition
exemptions for lessees — leases of low-value assets
and short-term leases. At the commencement date
of a lease, a lessee will recognise a liability to make
lease payments (i.e., the lease liability) and an asset
representing the right to use the underlying asset
during the lease term (i.e., the right-of-use asset). The
right-of-use asset is subsequently measured at cost
less accumulated depreciation and any impairment
losses unless the right-of-use asset meets the definition
of investment property in HKAS 40, or relates to a
class of property, plant and equipment to which the
revaluation model is applied. The lease liability is
subsequently increased to reflect the interest on the
lease liability and reduced for the lease payments.
Lessees will be required to separately recognise
the interest expense on the lease liability and the
depreciation expense on the right-of-use asset.
Lessees will also be required to remeasure the lease
liability upon the occurrence of certain events, such
as change in the lease term and change in future
lease payments resulting from a change in an index or
rate used to determine those payments. Lessees will
generally recognise the amount of the remeasurement
of the lease liability as an adjustment to the right-
of-use asset. Lessor accounting under HKFRS 16 is
substantially unchanged from the accounting under
HKAS 17. Lessors will continue to classify all leases
using the same classification principle as in HKAS 17
and distinguish between operating leases and finance
leases. HKFRS 16 requires lessees and lessors to make
more extensive disclosures than under HKAS 17.
Lessees can choose to apply the standard using either a
full retrospective or a modified retrospective approach.
The Group expects to adopt HKFRS 16 from 1 April
2019. The Group is currently assessing the impact of
HKFRS 16 upon adoption and is considering whether
it will choose to take advantage of the practical
expedients available and which transition approach and
reliefs will be adopted.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R
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2.3

2.4

Annual Report 2018

ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Other than as further explained above regarding the
impact of HKFRS 9, HKFRS 15 and HKFRS 16, the
Group is also in the process of making an assessment
of the impact of the other new and revised HKFRSs
upon initial application but is not yet in a position to
state whether these new and revised HKFRSs would
have any significant impact on its results of operations

and financial position.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Fair value measurement

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

economic best interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant

that would use the asset in its highest and best use.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Fair value measurement (continued)

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

minimising the use of unobservable inputs.

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

fair value measurement as a whole:

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

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

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

fair value measurement is unobservable

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

each reporting period.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Impairment of non-financial assets
Where an indication of impairment exists, or when
annual impairment testing for an asset is required
(other than inventories and financial assets), the
asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less
costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets
or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to

which the asset belongs.

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

impaired asset.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Impairment of non-financial assets
(continued)

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

profit or loss in the period in which it arises.

Related parties

A party is considered to be related to the Group if:
(@) the party is a person or a close member of that
person’s family and that person
(i)  has control or joint control over the Group;
(ii)  has significant influence over the Group; or
(i) is a member of the key management
personnel of the Group or of a parent of

the Group;

or
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
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31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT 24 EREFABERBE (&)
ACCOUNTING POLICIES (continued)
Related parties (continued) EaEE 5 (&)
(b) the party is an entity where any of the following (b) ZATREREBMAS NIEMR—
conditions applies: TR -
()  the entity and the Group are members of () Z%ERBEASEBER -—S£E
the same group; ZKE R

(i)  one entity is an associate or joint venture of (i BREEB(HS5—E®
the other entity (or of a parent, subsidiary ZEBRE - -WMEQAE - FE
or fellow subsidiary of the other entity); MEAR) <BERAHE

EhEN—HEE

(iii) the entity and the Group are joint ventures (iiy BEASERAHERE=ZFHN
of the same third party; BEDLENERE

(iv) one entity is a joint venture of a third entity (ivy —HEBRE=FEENE
and the other entity is an associate of the BEh¥E MBS ERBAZS
third entity; =HEBNEE QA

(v)  the entity is a post-employment benefit plan (v) ZREBAAEEN—FKEXK
for the benefit of employees of either the SEEHECERBHEERD
Group or an entity related to the Group; & ) T &% 1 B 542 A 5t 2

(vi) the entity is controlled or jointly controlled (i) ZEREZ@)FTHAIA T1EH
by a person identified in (a); o R HEES

(vii) a person identified in (a)(i) has significant (viiy R@IFTHBALTHEES
influence over the entity or is a member of BEAVESBZER (X%
the key management personnel of the entity ERBNLAR)FZEEAE
(or of a parent of the entity); and AR —FKE &

(viii) the entity, or any member of a group of (vii) ZERXZEEMBEEEN
which it is a part, provides key management ERKE AR M ALK E A
personnel services to the Group or to the SENBRARRHTEER

parent of the Group. ANB R °
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
When an item of property, plant and equipment
is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not
depreciated and is accounted for in accordance
with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations, as further explained in the
accounting policy for “Non-current assets and disposal
groups held for sale”. The cost of an item of property,
plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to

its working condition and location for its intended use.

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

accordingly.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation (continued)

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

are as follows:

Leasehold improvements Over the shorter of the

lease terms and 20%

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

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

financial year end.

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

carrying amount of the relevant asset.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Non-current assets and disposal groups held
for sale

Non-current assets and disposal groups are classified
as held for sale if their carrying amounts will be
recovered principally through a sales transaction rather
than through continuing use. For this to be the case,
the asset or disposal group must be available for
immediate sale in its present condition subject only
to terms that are usual and customary for the sale of
such assets or disposal groups and its sale must be
highly probable. All assets and liabilities of a subsidiary
classified as a disposal group are reclassified as held
for sale regardless of whether the Group retains a non-
controlling interest in its former subsidiary after the

sale.

Non-current assets and disposal groups (other than
financial assets) classified as held for sale are measured
at the lower of their carrying amounts and fair values
less costs to sell. Property, plant and equipment and
intangible assets classified as held for sale are not

depreciated or amortised.

Intangible assets

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

a prospective basis.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT 24 BERETHERE (8)

ACCOUNTING POLICIES (continued)

Leases

Leases that transfer substantially all the rewards and
risks of ownership of assets to the Group, other
than legal title, are accounted for as finance lease.
At the inception of a finance lease, the cost of the
leased asset is capitalised at the present value of the
minimum lease payments and recorded together with
the obligation, excluding the interest element, to
reflect the purchase and financing. Assets held under
capitalised finance leases are included in property,
plant and equipment, and depreciated over the shorter
of the lease terms and the estimated useful lives of the
assets. The finance costs of such leases are charged
to the statement of profit or loss so as to provide a

constant periodic rate of charge over the lease terms.

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

over the lease terms.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
loans and receivables and available-for-sale financial
investments, as appropriate. When financial assets are
recognised initially, they are measured at fair value plus
transaction costs that are attributable to the acquisition
of the financial assets, except in the case of financial

assets recorded at fair value through profit or loss.

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

convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets

depends on their classification as follows:

Loans and receivables

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

statement of profit or loss.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continued)

Subsequent measurement (continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-
derivative financial assets in listed and unlisted equity
investments. Equity investments classified as available
for sale are those which are neither classified as held
for trading nor designated as at fair value through

profit or loss.

After initial recognition, available-for-sale financial
investments are subsequently measured at fair value,
with unrealised gains or losses recognised as other
comprehensive income in the available-for-sale
investment revaluation reserve until the investment is
derecognised, at which time the cumulative gain or
loss is recognised in the statement of profit or loss in
other income, or until the investment is determined
to be impaired, when the cumulative gain or loss is
reclassified from the available-for-sale investment
revaluation reserve to the statement of profit or
loss in other gains or losses. Interest and dividends
earned whilst holding the available-for-sale financial
investments are reported as interest income and
dividend income, respectively and are recognised in the

statement of profit or loss as other income.

When the fair value of unlisted equity investments
cannot be reliably measured because (a) the variability
in the range of reasonable fair value estimates is
significant for that investment or (b) the probabilities
of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value,
such investments are stated at cost less any impairment

losses.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continued)

Subsequent measurement (continued)

Available-for-sale financial investments
(continued)

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets, the Group may elect to reclassify
these financial assets if management has the ability
and intention to hold the assets for the foreseeable

future or until maturity.

For a financial asset reclassified from the available-
for-sale category, the fair value carrying amount at
the date of reclassification becomes its new amortised
cost and any previous gain or loss on that asset that
has been recognised in equity is amortised to profit
or loss over the remaining life of the investment using
the effective interest rate. Any difference between the
new amortised cost and the maturity amount is also
amortised over the remaining life of the asset using
the effective interest rate. If the asset is subsequently
determined to be impaired, then the amount recorded
in equity is reclassified to the statement of profit or

loss.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT 24 BEREFTHEBE (8)

ACCOUNTING POLICIES (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the
Group’s consolidated statement of financial position)

when:

o the rights to receive cash flows from the asset

have expired; or

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

transferred control of the asset.

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

and obligations that the Group has retained.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Derecognition of financial assets (continued)
Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and
the maximum amount of consideration that the Group

could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial
asset or a group of financial assets is impaired. An
impairment exists if one or more events that occurred
after the initial recognition of the asset have an impact
on the estimated future cash flows of the financial
asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is
experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or

economic conditions that correlate with defaults.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

24 EREABERBE (&)

TRMEEREE)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually
for financial assets that are individually significant, or
collectively for financial assets that are not individually
significant. If the Group determines that no objective
evidence of impairment exists for an individually
assessed financial asset, whether significant or not,
it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are
individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are

not included in a collective assessment of impairment.

The amount of any impairment loss identified is
measured as the difference between the asset’'s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not yet been incurred). The present value of
the estimated future cash flows is discounted at the
financial asset’s original effective interest rate (i.e., the

effective interest rate computed at initial recognition).

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

transferred to the Group.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Impairment of financial assets (continued)

Financial assets carried at amortised cost
(continued)

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

Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether
there is objective evidence that an investment or a
group of investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in the statement of profit or loss, is removed from
other comprehensive income and recognised in the
statement of profit or loss.

In the case of equity investments classified as available
for sale, objective evidence would include a significant
or prolonged decline in the fair value of an investment
below its cost. “Significant” is evaluated against
the original cost of the investment and “prolonged”
against the period in which the fair value has been
below its original cost. Where there is evidence of
impairment, the cumulative loss — measured as the
difference between the acquisition cost and the
current fair value, less any impairment loss on that
investment previously recognised in the statement of
profit or loss — is removed from other comprehensive
income and recognised in the statement of profit or
loss. Impairment losses on equity instruments classified
as available for sale are not reversed through the
statement of profit or loss. Increases in their fair value
after impairment are recognised directly in other
comprehensive income.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

Available-for-sale financial investments
(continued)

The determination of what is “significant” or
“prolonged” requires judgement. In making this
judgement, the Group evaluates, among other factors,
the duration or extent to which the fair value of an
investment is less than its cost.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition,
as loans and borrowings.

All financial liabilities are recognised initially at fair
value and, in the case of loans and borrowings, net of
directly attributable transaction costs.

Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:

Loans and borrowings

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

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in
finance costs in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Financial liabilities (continued)
Subsequent measurement (continued)
Financial guarantee contracts

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

amortisation.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation

under the liability is discharged or cancelled, or expires.

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

loss.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Offsetting of financial instruments
Financial assets and financial liabilities are offset
and the net amount is reported in the statement of
financial position if there is a currently enforceable
legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the

assets and settle the liabilities simultaneously.

Inventories

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

incurred to disposal.

Cash and cash equivalents

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

management.

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

which are not restricted as to use.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Provisions

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

amount of the obligation.

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

the statement of profit or loss.

Income tax

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

directly in equity.

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

in which the Group operates.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

2.4 SUMMARY OF SIGNIFICANT 24 EREABERBE (&)

ACCOUNTING POLICIES (continued)

Income tax (continued) FRigF (48)

Deferred tax is provided, using the liability method, on RERIEER A B EZRNREEER

all temporary differences at the end of the reporting MEEMBERAEERTERS AR

period between the tax bases of assets and liabilities B AREN{E < [ B P A 8 A 1 2= B AE
and their carrying amounts for financial reporting =

purposes.

Deferred tax liabilities are recognised for all taxable FTERERNEERUEEZENRRBIRLER

temporary differences, except: BEE  EATERRIN :

e when the deferred tax liability arises from the e IWMRIELEFIEE E2E A YA FER
initial recognition of goodwill or an asset or EENWIFXEBREHZIRSHZ
liability in a transaction that is not a business BEXAEESLS  MRETRSE
combination and, at the time of the transaction, HetMBEERT AN BEE
affects neither the accounting profit nor taxable HEFZE &

profit or loss; and

. in respect of taxable temporary differences . BHFRRMB AR ZKE ZEF
associated with investments in subsidiaries, MERUEZREME - RATLAES
when the timing of the reversal of the temporary BoERE=R 2RE - BERE
differences can be controlled and it is probable EZRA e e ER B KEE o

that the temporary differences will not reverse in

the foreseeable future.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Income tax (continued)

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

utilised, except:

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

loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against which

the temporary differences can be utilised.

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

asset to be recovered.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT 24 BERETHERE (8)

ACCOUNTING POLICIES (continued)

Income tax (continued)

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

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right
to set off current tax assets and current tax liabilities
and the deferred tax assets and deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either the same taxable entity or different
taxable entities which intend either to settle current
tax liabilities and assets on a net basis, or to realise the
assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or
recovered.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following
bases:

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

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

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Employee benefits
Paid leave carried forward

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

the year by the employees and carried forward.

Pension schemes and other retirement benefits

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

the employees when contributed into the MPF Scheme.

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

central pension scheme.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

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

transactions”).

The cost of equity-settled transactions with employees
for grants is measured by reference to the fair value
at the date at which they are granted. The fair value
is determined by an external valuer using a binomial
option pricing model, further details of which are given

in note 26 to the financial statements.

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

the beginning and end of that period.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Share-based payments (continued)

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

service and/or performance conditions.

For awards that do not ultimately vest because non-
market performance and/or service conditions have
not been met, no expense is recognised. Where
awards include a market or non-vesting condition,
the transactions are treated as vesting irrespective
of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or

service conditions are satisfied.

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original
terms of the award are met. In addition, an expense is
recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise
beneficial to the employee as measured at the date of

modification.

179

B %5 3% M &

31 March 2018 —ZE—N\E=A=+—H

2.4 ERETBERBE (&)

PARS A0 1 3% (48)
BERBsREBRTFEELTEBR
B RIFTIGR BRI - HEBEERIRITZ

AREMAIKFE /AN EENREREZ
BATAHE 2&ERFT 280 ™
SREGHRRERHAZAFEEZ
A o B 0 22 B P B X B AR B B AR A% 2=
SR AT A EL A A5 5 4 2 I 5 BB AR AF
RESERBIRT 2B A FEESE

NEERG KRR T AN T A
ST

FESEMIHRE K3 R TS 6 1 I B E K
ML EBEE L RBMS - TEER
Fx - & REBEM S LIERERT
FRARINERMABEMKRBEL R
BIREEGERBM I RmE SEKTS
X IF 5F BB fR A o

BEIAEDREE 2 BRNIRRE - &
6 BB RGN - B2 ELERHE

S BB B R EAE AT o kA
EAERTIE DR RV B A FB TE
ZNEFTE A ERHEERH - AlE
B BB RS o

-NEER




SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT 24 BERETHERE (8)

ACCOUNTING POLICIES (continued)
Share-based payments (continued)

Where an equity-settled award is cancelled, it is treated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-
vesting conditions within the control of either the
Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and is
designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as

described in the previous paragraph.

The dilutive effect of outstanding options is reflected
as additional share dilution in the computation of

earnings per share.

Borrowing costs

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

funds.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Foreign currencies

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

are recognised in the statement of profit or loss.

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

loss, respectively).

181

B %5 3% M &

31 March 2018 —ZE—N\E=A=+—H

2.4 ERETBERBE (&)

SN

AP HHRERARRBNNEEEETE
51 OZK%@XE\&%E/\F%%QWW
B MEEBUBRRAFNIEE A
ﬁﬁl%ilﬁééfé AHE - AKEERME
BEINER B E AR S B HBTH
HENREEEXRAR - RINEEED
EREERAEHARERRNINEER
BEX®mE HAEEBREERHEEE
EZEZBREERER

HELKAGENFERRBERS
RpAHMERBE - RAVEEE
MNEFERIRBERMAERFEEE
BEEXRBRE - BERATFEENED
FEREBEREAZRANERRERER
HERAVFEEESH I RakBR %
HAEE (A FEERERBERNE
EEBARBETHERZBENER
ZRITO RN EM 2 E A IS’

7
) e

-NEER




SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Foreign currencies (continued)

The functional currencies of certain overseas
subsidiaries are currencies other than the Hong Kong
dollar. As at the end of the reporting period, the assets
and liabilities of these entities are translated into Hong
Kong dollars at the exchange rates prevailing at the
end of the reporting period and their statements of
profit or loss are translated into Hong Kong dollars
at the weighted average exchange rates for the year.
The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is

recognised in the statement of profit or loss.

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

for the year.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the

future.

Judgements

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

recognised in the financial statements:

Impairment of assets

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

present value used in the impairment test.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty

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

discussed below.

Provision for inventories

Provision for inventories is made based on the current
market conditions, historical experience of selling
merchandise of similar nature and estimated net
realisable value of inventories. The assessment of the
provision amount requires management’s estimates
and judgements. Where the actual outcome or
expectation in the future is different from the original
estimate, such differences will impact the carrying
value of inventories and the provision amount in the
period in which such estimate has been changed. As
at 31 March 2018, the carrying amount of inventories
was HK$904,436,000 (2017: HK$697,771,000).

Income and other taxes

The Group has exposure to income and other taxes in
various jurisdictions. Significant judgement is involved
in determining the provision for income and other
taxes. There are certain transactions and computations
for which the ultimate tax determination is uncertain
during the ordinary course of business. The Group
recognises income and other tax liabilities based on
estimated assessable profits, the rate of tax prevailing
in the countries of operation, and the existing tax
legislations, interpretations, and practices in respect
thereof. Where the final tax outcome is different
from the amounts that were initially recognised, such
differences will impact the income and other taxes and
deferred tax provisions in the period in which such
determination is made.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Impairment allowance of trade receivables, bills
receivable and other receivables

The Group’s management determines the impairment
allowance of trade receivables, bills receivable and
other receivables in accordance with the accounting
policy stated in note 2.4. Such impairment allowance is
established if there is objective evidence that the Group
will not be able to collect all amounts due according
to the original terms of the receivables. The Group’s
estimation of impairment allowance of trade receivables,
bills receivable and other receivables reflects its best
estimate of amounts that are potentially uncollectible.
This determination requires significant judgement. The
Group’s customers mainly are distributors of liquor
products, and they vary in size and types of products
to be distributed. In making the judgement on the
impairment allowance, the Group evaluates, among
certain economic factors specific to each debtor and
other factors, the historical and current year payment
pattern and creditworthiness of each debtor, the default
rates of current and prior years, aging of receivable
balances, and the latest communication with individual
debtors. To the extent the financial condition of any
debtor deteriorates which results in an inability to make
payments on time, or the debtors significantly exceed
their credit terms and ask for payment extension, or
if the Group incurs more bad debt than their original
estimates, additional impairment allowance may be
required. This assessment is based on the specific facts
and circumstances of each customer. Management
reassesses the impairment allowance at the end of each
of the reporting periods to ensure the current impairment
allowance is still appropriate. As at 31 March 2018, the
carrying amounts of trade receivables, bills receivable
and other receivables were HK$61,954,000 (2017:
HK$42,851,000), HK$1,232,000 (2017: HK$56,771,000)
and HK$62,944,000 (2017: HK$55,748,000),
respectively.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)
Valuation of share options

The fair value of options granted under a share option
scheme is determined using the binomial option pricing
model. The significant inputs into the model were the
risk-free interest rate, expected volatility, expected
life of options and expected dividend yield. When the
actual results of the inputs differ from management'’s
estimate, it will have an impact on the fair value of
share options and the related share option reserve of

the Company. Further details are given in note 26.

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
liguor series (“Liquors”); and

(i)  the distribution of sugar, Chinese cigarettes and

others (“Sugar, cigarettes and others”).

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

costs are excluded from such measurement.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

4. OPERATING SEGMENT INFORMATION

(continued)
Year ended 31 March 2018
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Sugar,
cigarettes
Liquors and others Total
B-BE
i REAM ait
HK$'000 HK$'000 HK$'000
TET TER TER
Segment revenue: 2BKE
Sales to external customers HEEIIRP 1,484,267 837,413 2,321,680
Segment results DHEE (79,829) 10,764 (69,065)
Reconciliation: #HIE
Interest income MEHA 760
Other gains H M 5 6
Finance costs BERA (64,211)
Loss before tax BREiRIEE (132,510)
Other segment information: Hitt o BEH
Depreciation e 5,100 17 5,117
Loss on disposal of items of property, BEWE  BERRXE
plant and equipment BB ZEE 293 = 293
Impairment loss on items of property, % BERZEEEZ
plant and equipment REEE 3,872 = 3,872
Write-back of impairment allowance BREOEREFFTIEL
of trade receivables RER (2,537) - (2,537)
Impairment allowance of prepayments and ~ TE {3 3008 & H it fE Ut
other receivables HEZRERE 7,490 = 7,490
Provision for inventories in respect of write- & BRI Z o] 25
down to net realisable value FEZFERE 56,308 = 56,308
Capital expenditure* BARY H* 17,009 - 17,009
o Capital expenditure consists of additions to items of * BEATHBEYME BERREER

property, plant and equipment.
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31 March 2018 ZE—N\F=A=+—H

4. OPERATING SEGMENT INFORMATION 4, BEHIER (B
(continued)

Year ended 31 March 2017 —E—tF=A=+—BItFE

Sugar,
cigarettes
Liquors and others Total
B-BE
i REAM it
HK$'000 HK$'000 HK$'000
THET THET THET
Segment revenue: 2BWE
Sales to external customers HERINDRE 1,492,736 6,900 1,499,636
Gain on disposal of property held HERAFEME
for sale ZWa 1,626 = 1,626
Gain on disposal of items of HEYE  BER
property, plant and equipment REEE 2 WE 100 - 100
Foreign exchange gains, net ANV H M i (HEE) 575 - 575
Total At 1,495,037 6,900 1,501,937
Segment results PBEE 46,949 1,846 48,795
Reconciliation: £ -
Interest income F S UA 1,420
Other gains H i 5 4,685
Finance costs BMERA (48,698)
Profit before tax BR 7% A1 71 6,202
Other segment information: Hitt 2 BEH :
Depreciation e 4,766 28 4,794
Write-back of impairment allowance RO ERE FFE
of trade receivables ZRERE (12,830) = (12,830)
Impairment allowance of prepayments BEHREREM
and other receivables JEMFRIE
BB R 1,013 - 1,013
Provision for inventories in respect of write- 7 @R & A1 £38
down to net realisable value FELEERE 1,444 = 1,444
Capital expenditure* BT 7,903 - 7,903
* Capital expenditure consists of additions to items of * BARATEOEYE MEREHEER
property, plant and equipment. ZINE
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31 March 2018 ZE—N\F=ZA=+—H

OPERATING SEGMENT INFORMATION 4. REDHER (F)
(continued)
Geographical information b [& &
Mainland
Hong Kong China Total
o A B KB a5t
HK$'000 HK$'000 HK$'000
FAT FAT FAT
Year ended 31 March 2018 —E-NE=ZHA=1+-—H
ILEE
Revenue from external customers* BN & B 2 Wiz * 430,492 1,891,188 2,321,680
Non-current assets** FERBEE* 9,033 20,951 29,984
Year ended 31 March 2017 —E—+HE=A=+—8H
EFE
Revenue from external customers* R BANERE P 2 Uzs* 305,935 1,193,701 1,499,636
Non-current assets** FERBEE* 10,060 10,476 20,536
* The revenue information is based on the locations of * W ER ERIERERELmEE -
the customers.
**  The non-current asset information is based on ** R HEAEMBRERESEMEH
the locations of the assets and excludes financial MELY ERY T eEEsmTA-
instruments.
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—-NF=RA=+—H

4. OPERATING SEGMENT INFORMATION
(continued)

Information about major customers

Revenue from major customers contributing to 10% or

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

4.

K =

Ny

=

LEpHER (&)

ERXERXFPHNEH

HAEE UL

=10% A L2 EFBERFI

@mEHWAT

Operating segment 2018 2017
BE S —E-N\F —E—+F
HK$'000 HK$'000
THET TET
Customer A* Liquors segment and Sugar, cigarettes and 524,491 N/A#
PR others segment T35 A
B EBLA R HE B E R H AR #B
Customer B** Liquors segment and Sugar, cigarettes and 343,780 305,822
BEZ others segment
B ERIA R NE - BIE R E A D B
Customer C Sugar, cigarettes and others segment 304,345 N/A#
BEFA 1 BEREAMS B N
Customer D Liquors segment N/A" 343,991
EFT B 3 B ~EA

* %

Annual Report 2018

Revenue from Customer A including sales to three
entities which are known to be under common control
of one major customer.

Revenue from Customer B including sales to two
entities which are known to be under common control
of one major customer.

Revenue from Customer A and Customer C for the year
ended 31 March 2017 was individually less than 10%
of the Group'’s revenue for that year.

Revenue from Customer D for the year ended 31 March

2018 was less than 10% of the Group’s revenue for
that year.
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% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

REVENUE, OTHER INCOME AND GAINS, 5. W HMBRARKzE GF

NET

Revenue represents the net invoiced value of goods

%)

sold, after allowances for returns and trade discounts. EEEYREEE o

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

is as follows:

NE

WaEEEREREHEELE ZITMELH

AREBHEMKA KR Wt CFFE) DT

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FET FET
Gain on disposal of property HEREHEMEZNE
held for sale - 1,626
Gain on disposal of items of property, HEME  BENMRE
plant and equipment Z W= - 100
Bank interest income HRITH B WA 760 1,420
Foreign exchange gains, net HNESTE K W e OF58) - 575
Others Hh 6 4,685
766 8,406
FINANCE COSTS 6. BLEKR
2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FET F& T
Interest on discounted bills ARIRER 2 F A - 1,348
Interest on bank, trust receipt R1T  EREBIER
and other loans B ERZ2FE 6,665 32,722
Interest on bond payables T ERZFE 57,546 14,628
64,211 48,698
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31 March 2018 —ZE—N\E=HA=+—H

7. PROFIT/(LOSS) BEFORE TAX 7. BREAIRE,(EE)
The Group's profit/(loss) before tax is arrived at after REBWKREAAE (BHE) BNk,
charging/(crediting): (Rt A :
2018 2017
“Z-N\% —T+F
Notes HK$'000 HK$'000
Bt TER AT
Cost of inventories sold** BEERERA* 2,039,705 1,087,959
Depreciation E 13 5,117 4,794
Minimum lease payments under RESEHENZERENH
operating leases 35,797 33,404
Loss/(gain) on disposal of items of BREVE  BERRERBE 2
property, plant and equipment B/ (W) 293 (100)
Impairment loss on items of property, M- BRELKEEEBZ
plant and equipment* REEE 13 3,872 -
Write-back of impairment allowance of BB Uk E 53018 7 A & 5+
trade receivables* 17 (2,537) (12,830)
Impairment allowance of prepayments & {7 708 J H 4 fE Uk
and other receivables* B 7 R ARG 18 7,490 1,013
Provision for inventories in respect of BERMREEEEE
write-down to net realisable value** LT E B 56,308 1,444
Auditor’s remuneration ZE R & 3,150 2,768
Employee benefit expense (including EERANER (B
directors' remuneration (note 8)): %%@H%( MizEs)) :
Wages, salaries, allowances CHE - REREY
and benefits in kind %IJ/\ 90,140 77,611
Pension scheme contributions RIRBHIGT I3 8,467 8,665
Equity-settled share option expense DEGEE ERESR 18,832 16,986
117,439 103,262
Foreign exchange differences, net SN 5 =58 (F5) 215 (575)
& Included in “Write-back of impairment/(loss from o SPAGHERRZ[BERE CRE
impairment), net” on the face of the consolidated E5E) CFF) ] -
statement of profit or loss.
** Included in “Cost of sales” on the face of the > FAGHEBERERZIEEKA] -

consolidated statement of profit or loss.
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31 March 2018 ZE—N\F=ZA=+—H

PROFIT/(LOSS) BEFORE TAX (continued) 7. BRBEATFIE(E5R) (&)
The employee benefit expense (including directors’ BEERAMER (BREESHE) 254
remuneration) includes housing benefit with aggregate & 459,640,000 L (ZF — L F ¢
rentals of HK$9,640,000 (2017: HK$7,410,000), which 7,410,000 7T) HIEEEH - B HARE
is also included in the total amount disclosed separately MEFTALXSITHEERNBEF -
above.
At 31 March 2018, the Group had no forfeited R-ZE—N\F=F=+—H KEBEL
contributions available to reduce its contribution to the EER AT AR B AR R EE 2R
pension schemes in future years (2017: Nil). KEMFEER (T —1F &) -
DIRECTORS’ REMUNERATION 8. EEM=E
Directors’ remuneration for the year, disclosed B EmARA - HAERRERGIZE383(1)
pursuant to the Listing Rules, section 383(1)(a), (b), (c) (@ (b)  (ORMHBEARRFR (BRES
and (f) of the Hong Kong Companies Ordinance and MaER) RO F2HRBEAREFE 2 ES
Part 2 of the Companies (Disclosure of Information BT :
about Benefits of Directors) Regulation, is as follows:
2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
TET FHEIT
Fees e 1,980 2,306
Other emoluments: Hu 4 :
Salaries, allowances and benefits in kind e EAEREMAZE 22,586 20,480
Pension scheme contributions RN AT B 5K 146 117
Equity-settled share option expense NREmEE 2 BREER 1,673 1,916
24,405 22,513
26,385 24,819
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31 March 2018 ZE—N\F=A=+—H

8. DIRECTORS' REMUNERATION (continued) 8. EEM<E (&)
During the year and in prior years, certain directors REAFERNEFE  ETESFHERS
were granted share options, in respect of their services MAREREZREMBEARG 25
to the Group, under the share option scheme of the IRHERT B ER B AR - E—FFBER
Company, further details of which are set out in note Mg 26 - ZEBWREZATE
26 to the financial statements. The fair value of such B(EREBHANEERRER) ERE
options, which has been recognised in the statement of W BEHETE  MRAARFEEFTARBRRE
profit or loss over the vesting period, was determined JeREBERELXCESMEHEE -
as at the date of grant and the amount included in the
financial statements for the current year is included in
the above directors’ remuneration disclosures.
(a) Independent non-executive directors (a) BIUIFHTES
Equity-settled
share option Total
Fees expense remuneration
DUREHE 2
ue BREER W@
HK$'000 HK$'000 HK$'000
FHET TER TET
2018 —E-N&F
Hung Sui Kwan 3t I 3 360 81 441
Ma Lishan B 360 4 401
Lee Kwok Keung Edward 2B o 360 41 401
1,080 163 1,243
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8. DIRECTORS’ REMUNERATION (continued)

(@) Independent non-executive directors
(continued)

8.

BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS
% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

=EME (&)
BUIFFATES (B)

(a)

Equity-settled

share option

Total

Fees expense remuneration
NEREE

ik BREER [t
HK$'000 HK$'000 HK$'000
TAT TAT TAET

2017 —E—+F
Hung Sui Kwan i 360 125 485
Ma Lishan SRVl 360 62 422
Lee Kwok Keung Edward 2B 58 360 62 422
1,080 249 1,329

There were no other emoluments payable to the
independent non-executive directors during the
year (2017: Nil).
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NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

8. DIRECTORS’ REMUNERATION (continued) 8. ZEEME (&)

(b) Executive directors and non-executive (b) MITESENIERNITES
directors
Salaries, Equity-
allowances settled
and Pension share
benefits scheme option Total
Fees in kind contributions expense remuneration

geoRE  BARR MEREEZ
e REMNE  HEHX RRERR  Mo4E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TR TR TR TR

2018 2N\

Executive directors: WIESE:
Liang Guoxing (note (a)) 218 (1) - 20,520 18 - 20,538
Yan Jun (note (b)) Btk (FE(b) - 815 32 966 1,813
Chen Xiaoxu (note (c)) FREEI8 (M) - 527 65 47 639
Cheung Mei Sze (note (d)) 2X 8 (Frs) - 391 7 110 508
Wang Jindong (note (e)) TER (M) - 333 24 265 622
- 22,586 146 1,388 24,120

Non-executive directors: FHTES:

Wu Jie Si RERD 480 - - 81 561
Chen Sing Hung Johnny PREE %S 420 - - 41 461
900 - - 122 1,022
900 22,586 146 1,510 25,142
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

DIRECTORS" REMUNERATION (continued)

(b) Executive directors and non-executive
directors (continued)

B 5 ¥R 3R MY 5

31 March 2018 ZE—N\F=ZA=+—H

8. EEM= (&)
(b)) MTESEMIFRTES (B)

Salaries, Equity-
allowances Pension settled
and benefits scheme  share option Total
Fees inkind  contributions expense  remuneration
e 2l BINER AEREEZ
we REDHE sEfs  BREER Wems
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THIL TET TET TET THIL
2017 —E—tF
Executive directors: BIES:
Liang Guoxing (note (a)) 25 8 (Hi7E(a) - 18,720 18 = 18,738
Cheung Mei Sze (note (d)) EX T (M) = 619 18 406 1,043
Wang Jindong (note (e)) TER (M) - 1,141 81 938 2,160
- 20,480 117 1,344 21,941
Non-executive directors: FNITES:
Wu Jie Si nER 480 - - 125 605
Chen Sing Hung Johnny FREE % 420 - - 63 483
Joseph Marian Laurence Ozorio 4
(note (F) (PIZE(T) 326 - - 135 461
1,226 - - 323 1,549
1,226 20,480 117 1,667 23,490
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31 March 2018 ZE—N\F=A=+—H

8.

DIRECTORS" REMUNERATION (continued)

(b)

Executive directors and non-executive
directors (continued)

Notes:

(a)

Mr. Liang Guoxing (“Mr. Liang”) was also the
chief executive officer of the Group and resigned
as the chief executive officer on 27 June 2017.
The remuneration of Mr. Liang for the year
ended 31 March 2018 included a housing benefit
with aggregate rental of HK$9,000,000 (2017:
HK$7,200,000) incurred by the Group.

Mr. Yan Jun was appointed as the chief executive
officer of the Group and executive director on 27
June 2017 and 14 July 2017, respectively.

Ms. Chen Xiaoxu was appointed as executive

director on 14 July 2017.

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

Mr. Wang Jindong resigned as executive director
on 14 July 2017.

Mr. Joseph Marian Laurence Ozorio passed away
on 9 January 2017.

8.

=EME (&)
(b) MTEENIFRTES (B)

Wit

(a)

ZEFEEE ([REEDTER
REBZITHRBHEIER=F
—tFNA T ERBEETRK
BE - REEBE_T—N\F=
A+ ALFENME BE
REBBEHEEZE B4
#£9,000,000/ 70 (ZZF — L%
7,200,000 7T) °

BEEER_-_ZF—LFRA
T REEERAEEITHAE
BIR-—T—tFLATMOAR
RER/ATES -

MRERZTR T —tF+ A
THHEZRERAITES -

EXBAXTR_ZE—+tFNA
TNAEHRERTESE -

BERAER-_ZT—tF+tA
THHEHBERTES -

EELEER-_T—+F—HAN
BBt -

FRALBEESHRERXFABRREAME
B % B

There was no arrangement under which a director
waived or agreed to waive any remuneration during

the year.
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31 March 2018 ZE—N\F=ZA=+—H

9. FIVE HIGHEST PAID EMPLOYEES 9.
The five highest paid employees during the year

IuBEHFMNES
FREMSSHMNERQEME (=
TobF WME)EE REOMEH
BN EXHES - FABRT =R (ZF
—tF D) FEEREHRENH
SEHBEMT :

included two directors (2017: two directors), details
of whose remuneration are set out in note 8 above.
Details of the remuneration for the year of the
remaining three (2017: three) non-director, highest

paid employees are as follows:

2018 2017

—E-N\F —E—tF

HK$’000 HK$'000

FE T TH&T

Salaries, allowances and benefits in kind  #4% - REEREWH %= 4,324 3,463
Pension scheme contributions RARAE FET B 4 3K 198 179
Equity-settled share option expense DEREE BEREER 962 1,674
5,484 5,316

FMNERATARMNIEE RS ES
AT :

The number of non-director, highest paid employees
whose remuneration fell within the following bands is

as follows:

Number of employees

EE AE
2018 2017
—B-N\F —T—+tF
HK$1,000,001 to HK$ 1,500,000 1,000,001 7t £ 1,500,000/ 7T 1 1
HK$1,500,001 to HK$2,000,000 1,500,001% J7c £2,000,0007 7T 1 1
HK$2,000,001 to HK$2,500,000 2,000,001 JT £2,500,00078 7T - 1
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T £3,000,0007%8 7T 1 -
3 3
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FIVE HIGHEST PAID EMPLOYEES
(continued)

During the year and in prior years, share options
were granted to the three non-director, highest paid
employees in respect of their services to the Group,
further details of which are set out in note 26 to the
financial statements. The fair value of such options,
which has been recognised in the statement of profit
or loss over the vesting period, was determined as
at the date of grant and the amount included in the
financial statements for the current year is included
in the above non-director, highest paid employees’

remuneration disclosures.

During the year, no emoluments were paid by the
Group to any of the highest paid employees who are
not a director of the Company as an inducement to
join or upon joining the Group or as compensation for
loss of office (2017: Nil).
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NOTES TO FINANCIAL STATEMENTS
% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

10. INCOME TAX 10. FTBHL

Hong Kong profits tax has been provided at the rate BEREMEGHIBBEFARBBELED
of 16.5% on the estimated assessable profits arising in (T FERR T AR 16.5% B B & /B H %%
Hong Kong during the year. In prior years, no provision #HoMUEFE  HRAEBEBAR B
for Hong Kong profits tax was made as the Group had LA E R P ) A IS R AR IE 2 5
available tax losses brought forward from prior years EEERNERTAE Bt wEERS
to offset the assessable profits generated during that BRIG TR o PR E MBI R sl @ #Y fE
year. Taxes on profits assessable elsewhere have been A EE R A EE S EERNE R
calculated at the rates of tax prevailing in the countries AEERMIRITREGTERIE

or jurisdictions in which the Group operates.

2018 2017
ZE-N\F —T—+tF
HK$'000 HK$'000
THET T

Current — charge for the year N -FRNER
Hong Kong B8 2,529 -
Elsewhere E b5 - 52
Deferred (note 24) R (Ft5E24) 1,000 =
Total tax charge for the year FAMIBEERER 3,529 52
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31 March 2018 ZE—N\F=A=+—H

10. INCOME TAX (continued) 10. FRiSH (&)
A reconciliation of the tax expense/(credit) applicable BEARA R R RERIBDHTE QR AT
to profit/(loss) before tax at the applicable statutory ERERS A EERNEREATHMETE
rates for the countries or jurisdictions in which the MBRBAIFE (BB WHEER,
Company and the majority of its subsidiaries are (%) BEERENEAENTEERN
domiciled to the tax expense at the effective tax rate is R FBEWT
as follows:
2018 2017
ZE-N\F —F—tF
HK$’000 HK$'000
THERT FH&T
Profit/(loss) before tax MR RTAIE(EBE) (132,510) 6,202
Tax at the statutory tax rate BEEB R ENTIE (21,864) 1,023
Difference in tax rates enacted by HEEREMNREESR
local authorities (525) 2,231
Effect of withholding tax on the N Ee el DEE RN
distributable profits of the ROEFEE BT
Group’s PRC subsidiaries B 5 & 5,000 -
Expenses not deductible for tax TR HUE R IE H) B A 25,495 21,679
Tax losses not recognised AN e 3R Y 0 755 B 4R 2,163 3,252
Tax losses from previous periods BB LA IR M B 7S B 18
utilised (8,367) (24,226)
Others HA 1,627 (3,907)
Tax charge at the effective rate HERM R E I8
£ 3,529 52
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12.

BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

DIVIDENDS

The Company’s directors do not recommend the
payment of any dividend for the year ended 31 March
2018 (2017: Nil).

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

The calculation of the basic earnings/(loss) per share
amount is based on the loss for the year attributable
to ordinary equity holders of the Company of
HK$135,977,000 (2017: profit of HK$6,150,000),
and the number of ordinary shares of 2,272,808,946
(2017: 2,272,808,946) in issue during the year.

No adjustment has been made to the basic loss per
share amount presented for the year ended 31 March
2018 in respect of a dilution as the share options
outstanding had an anti-dilutive effect on the basic
loss per share amount presented for the year ended 31
March 2018.

No adjustment has been made to the basic earnings
per share amount presented for the year ended 31
March 2017 in respect of a dilution as the share
options outstanding had no dilutive effect on the basic
earnings per share amount presented for the year
ended 31 March 2017.
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31 March 2018 —ZE—N\E=A=+—H
% B
ARAESITERRERE_T—\F

A=+ -HALEFEZEABRE(ZF
—tFE) -

RAREEREEFAARLE
BEF,(EE)

%%%$%ﬁ/%%%)$ﬁﬁﬁi
NARAEBREABEARGLER
135,977,000/ 7 (=& — £ 4 : F )8
6,150,0008 7T) R F N E &7 E @K

B8 H2,272,808,946/% (—ZE —+4F :
2,272,808,946/% ) 5t & -
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NOTES TO FINANCIAL STATEMENTS

B #5 ¥R 3R MY AL

31 March 2018 ZE—N\F=A=+—H

13. PROPERTY, PLANT AND EQUIPMENT

13. 1%~ BMEKRRME

Leasehold Furniture Office Motor
improvements  and fixtures  equipment vehicles Total
BENE BRR
%8 AE%E  HAZRE RE fit
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THL THEL THEL THEL
31 March 2018 ZB-NFZA=t-H
At 1 April 2017: RZZ—tEMA—H:
Cost AR 24,454 2,083 6,867 17,848 51,252
Accumulated depreciation 25HE (16,418) (1,895) (5.388) (15,315) (39,016)
Net carrying amount RHRFE 8,036 188 1,479 2,533 12,236
At 1 April 2017, net of RZE—t4NA—-H -
accumulated depreciation Nk 2 g 8,036 188 1,479 2,533 12,236
Additions NE 11,248 12 260 5389 17,009
Depreciation provided ENRERRE
during the year (3,102) (194) (719) (1,102) (5,117)
Disposal during the year FRRE (293) - = - (293)
Impairment BE (3.:872) - - - (3.:872)
Exchange realignment ERRE 1,214 - 124 383 1,721
At 31 March 2018, net of RZZ-N\F=A
accumulated depreciation and =t—RB HBZNE
impairment LR E 13,231 106 1,144 7,203 21,684
At 31 March 2018: RZB-N\E=RA=+-H:
Cost A 37,969 2,195 7,628 23,848 71,640
Accumulated depreciation and SHFERNME
impairment (24,738) (2,089) (6,484) (16,645) (49,956)
Net carrying amount REFE 13,231 106 1,144 7,203 21,684
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NOTES TO FINANCIAL STATEMENTS
% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥1% ~ BB K&k (&)
(continued)
Leasehold Furniture Office Motor
improvements  and fixtures  equipment vehicles Total
HENE BRR
%8 AE%E  HAZRE at fit

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThR AT TR TR ThR

31 March 2017 “E-t#=fA=1-H
At 1 April 2016: RZZ-R"ENA-B:

Cost KA 19,674 2,083 5898 18,401 46,056

Accumulated depreciation ZHTE (14,845) (1,680) (4.978) (14,879) (36,382)

Net carrying amount REFE 4,829 403 920 3,522 9,674
At 1 April 2016, net of RZZ-R"EMA-B "

accumulated depreciation Mk EE 4,829 403 920 3,522 9,674
Additions NE 6,042 = 1,230 631 7,903
Depreciation provided FRTERE

during the year (2,501) (215) (602) (1,476) (4,794)
Exchange realignment ER AR (334) - (69) (144) (547)
At 31 March 2017, net of RZF—t$=R

accumulated depreciation =+-R NREHTE 8,036 188 1479 2,533 12,236
At 31 March 2017: RIE—+F=A=t-8:

Cost A 24,454 2,083 6,867 17,848 51,252

Accumulated depreciation ZEHE (16,418) (1,895) (5,388) (15,315) (39,016)

Net carrying amount BEHFE 8,036 188 1,479 2,533 12,236
During the year ended 31 March 2018, certain REZ-ZE-—NF=A=T—HIHF
leasehold improvements of HK$3,872,000 were 03,872,000 T2 E THEMEE
impaired because the related operation had been loss- EERE  REABBEED N —RE
making for some time. MA—ERISERE -
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NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

14. INTANGIBLE ASSET 4. BEEEE
Club membership
BFES
HK$'000
THETT
At 1 April 2016, 31 March 2017, RZE-—XR"FWHA—AH "
1 April 2017 and —E—tF=HA=+—8"
31 March 2018: —E—tFHA-B R
—E-NF=ZA=+—8":
Cost and net carrying amount AR K BRENRE 8,300

The Group tests annually whether the intangible
asset with an indefinite useful life has suffered any
impairment. No impairment is considered necessary at

31 March 2018 and 2017.

AEESFAALERECAFHRE
WEERBLREMBE -R-_F—
FRZZB—LF=ZA=+—HHORKHB
AEHRIE -

15. PROPERTY HELD FOR SALE 5. BEFEY=E

2018 2017

—E-N\F T tF

HK$'000 HK$'000

THER FHET

Carrying amount at beginning of the year R E &R EE - 9,606
Disposal during the year FAHE - (9,606)
Carrying amount at end of the year RERBREE - =
During the year ended 31 March 2016, according to REBEE=ZZE—~"F=A=1+—HLF

a judgement issued by a court in the PRC, the Group
confiscated one residential property in the PRC (the
“Property”), which was classified as held for sale upon

the Group's acquisition.
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15.

16.

BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

PROPERTY HELD FOR SALE (continued)
During the year ended 31 March 2017, the Group
disposed of the Property to an independent individual
for a cash consideration of HK$11,232,000. The
transaction was completed in June 2016, and the gain
on disposal of the Property of HK$1,626,000 was
recognised in the consolidated statement of profit or
loss for the year ended 31 March 2017.

15.

B 5 ¥R 3R MY 5

31 March 2018 ZE—N\F=ZA=+—H

BFEEEWME (&)
REBE_T—tF=A=+—HILF
JE > AREEMEIA11,232,0008 T HE &R
BREZMELET —ZBIALT - ZE
RGERZZE—ARFNATK  MEE
ZE 2 251,626,000 L E REE
—E—tF=R=+—HLEFENEH
BERER -

INVENTORIES 16. 78
2018 2017
—E-NF —E—+F
HK$’000 HK$'000
FE T FETT
Merchandise B&m 904,177 697,546
Packaging materials BEEM B 259 225
904,436 697,771

As at 31 March 2018, the Group’s inventories of
RMB250,000,000 (equivalent to HK$312,000,000)
(2017: RMB250,000,000
HK$281,600,000)) were pledged to secure a bank loan

(equivalent to

granted to the Group (note 22).

At 31

prepayment in aggregate of RMB450,000,000
(equivalent to HK$506,880,000) were pledged to

March 2017, the Group’s inventories and

secure the Group's bills payable (note 20).
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

17. TRADE AND BILLS RECEIVABLES 17. EWE S RIEREWREE

2018 2017

—E-NEF —T—tF

HK$’000 HK$'000

F#E T FH&T

Trade receivables FEWE 518 260,225 225,591
Less: impairment allowance Tk ORUE B (198,271) (182,740)
Net trade receivables e E 5 kI F R 61,954 42,851
Bills receivable e E 5% 1,232 56,771
63,186 99,622

AEE—RABTFERETZR=EAN
EEH HEKEBEEBHEE BTEH
ANEERFAERRRNEER - &
WERZEER—RANER - A5H
B $1 R (B8 Y B W R TE (R 45 R AR
#lo-mRERESEHEMBHEL -
RZZE—NEF=A=+—HAzZEKE

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 42%
(2017: 41%) of the trade and bills receivables balances
as at 31 March 2018 represented receivables from five
customers. The Group does not hold any collateral
or other credit enhancement over its trade and bills
receivables balances. Trade and bills receivables are

non-interest-bearing.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS
% 3R M A

31 March 2018 —ZE—N\E=A=+—H

17. TRADE AND BILLS RECEIVABLES 17 BERESZREREKERE
(continued) (#&)
An aging analysis of the trade and bills receivables at RIS BRI BN E 5 RIB R ERER
the end of the reporting period, based on the invoice 22 B H A BR 5 R & BR e 9 AT 18
date and net of provision, is as follows: T
2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FE T THT
Within 2 months & B R 28,049 83,046
2 to 6 months A& A =751 A 35,118 16,576
6 months to 1 year NEAZE—F 19 -
63,186 99,622
Included in the above trade and bills receivables as at PR =ZZE—+FE=F=+—H2Z
31 March 2017, amounts totalling HK$56,771,000 FEWEB S HRBEREKEEHR - 5
were discounted to a bank in exchange for cash and 56,771,000 7T [@) — [E #R 17 8L 37 LARER
included as “Bank advance for discounted bills” on HE  TREHBERZEXFT AR
the face of the consolidated statement of financial {TBRIRER TN o
position.
The movements in impairment allowance of trade and FEUN B 5 30T & FE W ZE 5 B e (B 1
bills receivables are as follows: E N
2018 2017
—E-N\#F —E—tF
HK$’000 HK$'000
FE T FETT
At beginning of the year R4 182,740 197,375
Impairment losses reversed (note 7) BRI EREE (F:E7) (2,537) (12,830)
Written off as uncollectible B 48 52 Uk 2] T il - (1,805)
Exchange realignment ER AT 18,068 =
At end of the year RER 198,271 182,740
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NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

17. TRADE AND BILLS RECEIVABLES 177RERBREZFREREWRERE
(continued) (#&)
Included in the above impairment allowance of LIEEESRBERRERES &
trade receivables is a provision for impaired trade EREREWNE 5 5IE (ERIEEE
receivables in aggregate of HK$198,271,000 (2017: RERMEE A £ 4198,271,000% 7T (=
HK$182,740,000) with a carrying amount before T — 4 : 182,740,000/ 7t)) fEH
provision in aggregate of HK$198,271,000 (2017: & #£198,271,0008 7L (Z & — £ :
HK$182,740,000). The impairment allowance was 182,740,000/ 7T ) BB ff o IR E G E
recognised based on the Group’s best estimate IR IR 7N &= B ¥ 50 7] B8 A I Bl € RE Y &%
of amounts that are potentially uncollectible. This EAEFT MR o ‘Efﬁiiﬂ’\]%ﬁkﬁ%ﬁé
determination requires significant judgement. In RNAE - FEEL B AAEBRNRES - K
making such judgement, the Group evaluates, among EEFEE—AXRFPHNABKERRER
certain economic factors specific to each customer and HmAZ AP aE: FEFPHNBER
other factors, the historical and current year payment AEEEFEXNNEE XFERBE
pattern and creditworthiness of each customer, the FEMEBEHLE - RUGRIEA SR IRER
default rates of current and prior years, aging of MEAREAEFEBRNER - AEH
receivables balances, and the latest communication EET - RINEEANEFPBEAREERSR
with individual customers. The Group has launched FPEERRHE - EEERETET
a series of plans to communicate with individual 3 BR #E 5% 5 e WK IE /Y [B 4K o

customers and manage the credit risk of the customers.
Management will closely monitor and continue to

pursue collection of those receivables.
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% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

17. TRADE AND BILLS RECEIVABLES 177RERBRESREREWRRERE
(continued) (%&)
The aging analysis of the trade and bills receivables WARERE @RI EERENEKE S
that are not individually nor collectively considered to HIBREWREENRERTAT

be impaired is as follows:

2018 2017
ZE-N\F T —+tF
HK$'000 HK$'000
FER TRET
Neither past due nor impaired RiBEI R AR E 1,478 98,649
Less than 2 months past due BB MmIEAR 26,623 116
Over 2 months past due £ 18 HA 8 18 W @ A 35,085 857
63,186 99,622
Receivables that were neither past due nor impaired IR 38 HA K2 oK VB (B Y e Uk T B — Lt R
relate to a number of customers for whom there was HH R SR A ERE A o
no recent history of default.
Receivables that were past due but not impaired relate 33 218 I R RE B9 FE UL 08 B — LA
to a number of independent customers that have a AREBERTEERENBYRES
good track record with the Group. Based on past - IRIBEBANKE  KXATESERA
experience, the directors of the Company are of the HEMSABESEL RERE - LR
opinion that no provision for impairment is necessary SR BT U B 37 S 4 44 o

in respect of these balances and the balances are still

considered recoverable.
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B 7 R M R

31 March 2018 ZE—N\F=A=+—H

18. PREPAYMENTS, DEPOSITS AND OTHER 18. AN FHIE -1 N HEMEW
RECEIVABLES RIE
2018 2017
—E2-N\F —T—+F
HK$'000 HK$'000
TET FATT
Deposits paid to suppliers mEEN N ke 475,052 747,158
Prepayments B IR 15,934 12,581
Other deposits and receivables H iz & N fE W Fk I8 62,944 55,748
Less: impairment allowance of B T FRIE K H At fE I
prepayments and other receivables TIE 2 R BB (16,961) (9,471)
536,969 806,016
Portion classified as non-current deposits 9 48 & 3B H iR & ~ ZB1H (36,012) (4,024)
Current portion BN ER & 17 500,957 801,992
The movements in impairment allowance of FE U 28 5 2 0E K E Uk 22 ) S A B 4
prepayments and other receivables are as follows: FTE :
2018 2017
ZE-N\F —E—tF
HK$’000 HK$'000
FTERT FAET
At beginning of the year REA] 9,471 8,458
Impairment allowance recognised (note 7) B HEsR R E £ 8 (F317) 7,490 1,013
At end of the year RER 16,961 9,471
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

18. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES (continued)

Included in the above impairment allowance of
prepayments and other receivables is a provision
for impaired prepayments and other receivables of
HK$16,961,000 (2017: HK$9,471,000) with a carrying
amount before provision of HK$16,961,000 (2017:
HK$9,471,000). The impairment allowance was
recognised based on the Group’s best estimate of

amounts that are potentially uncollectible.

Except for the aforementioned prepayments and other
receivables, none of the remaining balance is either
past due or impaired. The financial assets included in
the above not impaired balances relate to receivables

for which there was no recent history of default.

Included in the Group’s “Other deposits and
receivables” is a rental deposit of HK$1,400,000
(2017: HK$1,400,000) and included in the Group's
“Prepayments” is prepaid rent of HK$2,400,000 (2017:
HK$3,000,000), placed with Silver Base (Holdings)
Limited (“SBH"”), a company controlled by Mr. Liang,
an executive director and a substantial shareholder of
the Company (note 32(d)). The rental deposit to SBH is
unsecured, interest-free and is repayable at the end of

the lease term.

At 31 March 2017, the Group’s inventories and
prepayment in aggregate of RMB450,000,000
(equivalent to HK$506,880,000) were pledged to
secure the Group's bills payable (note 20).

Including in non-current deposits is a deposit of
HK$29,128,000 (2017: Nil) paid for acquisition of an
unlisted equity investment classified as available-for-

sale investments.
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18ﬁﬁ IR e RHEAE W

HIE (48)

2 FE A SR IE R OE Ath FE SR IE 89 R
BERET PERBREBMRER
H b fE W 5k I8 (Efﬁﬁ%ﬁﬂ@ﬁﬁﬁ
8 416,961,000 T (=& — £ F ¢
9,471,000/ 7)) {E ﬁ16,961,000;%7z
(ZZ—+t%:9,471,000/8 L) HOHBAE o
WMEREBERBERNEEE AT EEKD
SEMNREGMER -

Bk 2t T8 5 TR K EL A B R IROD + 84
TRESRBE B B OR(E o A L ERE
BRFEENEREERTHPT EAER

aaﬁzﬁ’ﬂﬁﬁqﬁlﬂlﬁﬁﬁa .

REBZ [Efhize REWRIE] KA
SEZFEANRE] DB EEFRRIR
E(&KE)BRAB(TRE(KE)] - —
KEHARARTESTREIERRRE
Gl R A R 8 &% £1,400,000
Bt (ZZ —+ 4 :1,400,000%7T) &
B £2,400,0008 T (Z T —+4F :
3,000,000/% 7T) (Kt E32(d)) MR E
(RE)XfzHERSREER 28
VA B2 ZB A8 4 HR PR i i PR (B3R

RZZE—+F=A=+—H8 6aHAR
%450,000,0007} (#8 & 506,880,000
BT)NAEBEFERENKRIEE BE
REEENZRE (FF20) ER R -

FRBREFEERKRBE-—ELIERA
HEEREZIFEMREREME X
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

19. CASH AND CASH EQUIVALENTS AND 19. BE R B EEYWUREIKF

PLEDGED DEPOSITS (N
2018 2017
—E2-N\F —T—tF
HK$’000 HK$'000
FH& T TATT
Cash and bank balances /e MIR1THE 911,832 441,939
Less: Pledged deposits W B RE R (492,915) (85,000)
Cash and cash equivalents HeRESEEY 418,917 356,939

At the end of the reporting period, the cash and RB|EHR - NEBEUARKIERER
bank balances of the Group denominated in RMB & RIRITAE R4 5674,059,000%8 7T (=
amounted to approximately HK$674,059,000 ZT—+4% : 4311,615,000/87T) - AR
(2017: approximately HK$311,615,000). RMB is not AT EREBREMEN - A - 1R
B BB OMNEE RGP R(GEE - &
ERMEERBRE) AEBEEES
BEERITIEARE LR RINE LUETT
SNEETR -

freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange

business.

Cash at banks earns interest at floating rates based
on daily bank deposit rates. The bank balances and
pledged deposits are deposited with creditworthy

banks with no recent history of default.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

20. TRADE AND BILLS PAYABLES

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

date, is as follows:

B 5 ¥R 3R MY 5

31 March 2018 ZE—N\F=ZA=+—H

 EBNESZREREMNERE

RB|BEMRIREZRHNENE HHIA
RENZEBEOREITAOT

2018 2017

—E-)N\E —E—tF

HK$’000 HK$'000

FE T TH&T

Within 1 month —@ANR 21,388 440,034
1 month to 3 months —Z=={@A 134 530
Over 3 months @A E 490,807 3,694
512,329 444,258

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 31 March 2018, the Group’s bills payable of
HK$487,465,000 (2017: HK$439,968,000) were
secured by the Group’s inventories and prepayment in
aggregate of nil (2017: RMB450,000,000 (equivalent
to HK$506,880,000)) (notes 16 and 18) and the
Group's pledged bank deposits of HK$492,915,000
(2017: HK$50,480,000).

215

ENESRIAR/LE R —RAERR

s
wHmE o

BNREA2ERB3EHNEET -

RZTE—N\FE=ZA=+—H &%
[E487,465,0008 T (ZF — £ & :
439,968,000/ 7T) M FER IR A S #
AE(ZZT—+4F : AR¥450,000,000
7t (48 & 1 506,880,000/ 75)) (M 5
16K%18) A BEFE R HRIE B
$%492,915,0008 L (=& — £ 4 -
50,480,000/ 7T) B AN &£ B B R 1T
TR R o

ZE-NEER




SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

21. DEPOSITS RECEIVED, OTHER PAYABLES 21. EWET € - HtuEFIERE

AND ACCRUALS ER=RE
2018 2017
—Z2-N\F e
HK$’000 HK$'000
FHExT &L
Deposits from customers AEPWERNZES 230,143 92,206
Value-added tax payables FETIZ(ER 102,897 125,265
Other payables H th & 1< K18 9,926 11,717
Accruals EEtBE 16,879 16,177
Provision for a claim (note 36) = (F15E36) 12,428 11,217
372,273 256,582
Other payables are non-interest-bearing and have an HENREARERFARA=E
average term of three months. A e
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31 March 2018 ZE—N\F=ZA=+—H

22. INTEREST-BEARING BANK BORROWINGS 22. T ESRITEE
2018 2017
—E-\f —T—t%
Contractual Contractual
interest interest
rate rate
EHFIE Maturity HK$'000 A= Maturity HK$:000
(%) FHA TER (%) IH8A TAL
Current
B
Trust receipt loans - secured (note (a)) - - - 333 2017 49,982
ERREER-E &R (FFa)
Bank loan - secured (note (b)) 120% of 2018 74,880 120% of 2017-2019 163,328
ROER-BER (Fr&Eb) PBOC PBOC
HEARRT B ARRTT
FE2120% F%2120%
74,880 213,310
Notes: Mt -
(@) The Group's trust receipt loans as at 31 March 2017 (@ AEER=-ZT—tF=A=+—HH
were denominated in United States dollars. ERBBEERUAETE -
(b)  The Group’s bank loan was denominated in RMB. (b) AEEMRITERUARBEE -

The Group’'s bank loan in the amount of
HK$74,880,000 (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$74,880,000 (2017: HK$56,320,000) repayable
within one year and nil (2017: HK$107,008,000)
repayable over one year.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

22.

23.

Annual Report 2018

INTEREST-BEARING BANK BORROWINGS
(continued)

As at 31 March 2018, the Group’s interest-bearing
bank borrowings are secured by the Group's pledged
bank deposits of nil (2017: HK$14,995,000) and
inventories with cost of RMB250,000,000 (equivalent
to HK$312,000,000) (2017: RMB250,000,000
(equivalent to HK$281,600,000)) (note 16), and were
supported by corporate guarantees executed by the
Company and a subsidiary of the Company (2017:
corporate guarantees executed by the Company, a
subsidiary of the Company and a related company of

the Company).

22.

SFERITEE (&)

RZE-—NF=ZA=+—H8 X~&H
Wt BRRITEELEAARAEENE K
HEIRITHER (ZZF — 1+ F 14,995,000
75 7T) AR BARK AR & A R #250,000,000
gL (#8 & 312,000,000/ 75) (= &
—+ % : AR#¥250,000,0007C (8% R
281,600,000/ 7T)) WEFE (Mzk16) 1F
HHR - WEBHAARRARR— KB
REIFAELHARER(ZT—EF K
NETINN/NE Rl i [ T =BT NN R
IRAEE A RIPTEE L M A RIEIR) 1B IS -

BOND PAYABLES 23. BRHES
2018 2017
ZE-N\F —T—+tF
HK$'000 HK$'000
THER T
Current B
Bond payables — unsecured JE & 25 — K 4R 51,233 10,529
Non-current IE 7 B
Bond payables — unsecured JE T 27 — AR 4 580,638 240,501
631,871 251,030

During the year, the Group issued bonds (the
“2017 Bonds”) with an aggregate principal amount
of HK$430,900,000, before related expenses of
HK$75,047,000, to certain independent entities and
individuals. The 2017 Bonds bear interest at rates
ranging from 6% to 7% per annum and will mature
in the period from May 2019 to September 2025. The
interest will be repayable by the Group semi-annually
or annually from the issue dates of the respective

bonds and up to the maturity date.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

23. BOND PAYABLES (continued)

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.

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

and up to the maturity date.
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31 March 2018 —ZE—N\E=A=+—H

23. B ES (18)

REBEE=ZE—+tF=A=T—HLHF
B AEBRETBELERRTREAS
%8/5274,500,0008 7T (RIIKHEEE A
48%3mm%m%2Fﬁ(L_;fA¢
BEH]) c ZT—ANEFEEHIEN F55%
7%2¢%IJ+~5+§I5HEA =—N\F
+ZA=E ZHFNAZHEAE
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

24. DEFERRED TAX 24, EIEBIIE
The movements in deferred tax liabilities and assets FEERBEEREERFAZEENT

during the year are as follows:

Deferred tax liabilities BEEMIEAE
Withholding taxes
on undistributed
profits of
subsidiaries
BB A Rl R 7k
AE 2 B
HK$'000
TAT
At 1 April 2016, 31 March 2017 and R-E—XFEMA—H -
1 April 2017 —E—+tHF=HA=F+—8HEK
—E—+FMA—H =
Deferred tax charged to the consolidated FAREHEBERERIIKRZ
statement of profit or loss during the year EFERIIA (MT=E10)
(note 10) 5,000
Gross deferred tax liabilities recognised in the RZE—NF=RA=+—H
consolidated statement of financial position at  7E& f BT % ik 0 &= HE 2R
31 March 2018 BEBIE B EER 5,000
Deferred tax assets BRI EE
Losses available
for offsetting
against future
taxable profits
A A DA 85 2R 2R
FERTLAE 2 B 18
HK$'000
TAT
At 1 April 2016, 31 March 2017 and RZZE—R"FMA—AH -
1 April 2017 —E—+tHF=A=F+—8HK
—E—+FMA—H =
Deferred tax credited to the consolidated FRARBHERRTAZ
statement of profit or loss during the year EERIE (F15E10)
(note 10) 4,000
Gross deferred tax assets recognised in the RZZE-—NF=HA=+—H
consolidated statement of financial position at  7E& B 7 4k 0 3= 73R
31 March 2018 RIEHIAE E B 4,000
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

24. DEFERRED TAX (continued)

The Group has estimated tax losses arising in Hong
Kong of HK$158,033,000 (2017: HK$164,151,000)
that are available indefinitely for offsetting against
future taxable profits of the companies in which
the losses arose. The Group also has estimated tax
losses arising in Mainland China of HK$504,634,000
(2017: HK$496,815,000) that will expire in one
to five years for offsetting against future taxable
profits of the companies in which the losses arose.
Deferred tax assets in respect of tax losses arising
in Hong Kong of approximately HK$133,791,000
(2017: HK$164,151,000) and Mainland China
of approximately HK$504,634,000 (2017:
HK$496,815,000) have not been recognised as they
have arisen in certain subsidiaries that have been loss-
making for some time and it is not considered probable
that taxable profits will be available against which the

tax losses can be utilised.
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IEIERIE (58)
AEBEBBELEZHGABEES
$8158,033,0008 70 (=T — £ F -
164,151,000/ 7T) 7] & [R 89 A {E 4K 85
EEEBEBZARZARKRERBFME -
AEBTBERBERNMESE 2GR
T E518504,634,000/8 7 (ZF — £ 4 -
496,815,000/ 7T) W — & 1 F A 3|
By ZEBIBEIBED HAT B EE
REERBAEBEBZ ARRRRERD
B ARZEERBNREEEBE A
—BRBAZETHEAR  BTREA
BEARERTFEANEHTE
B MUAREEBEEZHIEES
1B #49133,791,0008 L (= — £ & -
164,151,000/ 7T ) [ 7E 1 B KR EE A 2
T 78 /85 18 49504,634,0008 7 (ZF —+
% : 496,815,000 7T) HERIELE T IB &
= o
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

24. DEFERRED TAX (continued) 24, IEFERIE (8)

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared
to foreign investors from the foreign investment
enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax
treaty between Mainland China and the jurisdiction
of the foreign investors. For the Group, the applicable
rate is 5% or 10%. The Group is therefore liable for
withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of

earnings generated from 1 January 2008.

At 31 March 2017, no deferred tax has been
recognised for withholding taxes that would be
payable on the unremitted earnings that are subject
to withholding taxes of certain of the Group’s
subsidiaries established in Mainland China. In the
opinion of the directors, it was not probable that
these subsidiaries would distribute such earnings in
the foreseeable future after their assessment based
on the factors which included the dividend policy
and the level of capital and working capital required
for the Group’s operation. The aggregate amount of
temporary differences associated with investments in
subsidiaries in Mainland China totalled approximately
HK$79,583,000 at 31 March 2017, for which the
related deferred tax liabilities of approximately
HK$7,958,000 had not been recognised.

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

NOTES TO FINANCIAL STATEMENTS
% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

25. SHARE CAPITAL 25. IRZA
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FET FABT
Authorised: VaRE. ©
100,000,000,000 (2017: 100,000,000,0008%
100,000,000,000) ordinary (Z&B—+tF:
shares of HK$0.1 each 100,000,000,0000% )

FRREE. 1B T T B 10,000,000 10,000,000

Issued and fully paid: BEETERAR
2,272,808,946 2,272,808,946%
(2017: 2,272,808,946) ordinary (ZZE—+tF:
shares of HK$0.1 each 2,272,808,946/%) B IR E &
0.178 TTHY & AR 227,281 227,281
A summary of the movements in the Company’s issued RAREBEITRANESHPWEZNT -

share capital is as follows:

Number Share

of shares Issued premium
in issue capital account Total

BRfT BRI k&
KRG #E kx BB Azt

HK$'000 HK$'000 HK$'000
TEL TAx TEn

At 1 April 2016 RZZ-R"EMA—H 1,515,205,997 151,521 675,507 827,028

Issue of bonus shares (note) Z/T41 5% (FizE) 757,602,949 75,760 (75,760) -

At 31 March 2017, 1 Aprl R=E—+F=A=+-H"
2017 and 31 March 2018 —E—+EMA-ARK
“Z-N\$=A=1+-H 2,272,808,946 227,281 599,747 827,028
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31 March 2018 ZE—N\F=A=+—H

25. SHARE CAPITAL (continued) 25. lRZAS (&)

Annual Report 2018

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.

Share options
Details of the Company’s share option scheme and the
share options issued under the scheme are included in

note 26 to the financial statements.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

26. SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants
of the Scheme include the Company’s directors,
including executive directors, non-executive directors,
independent non-executive directors, a substantial
shareholder of the Company and other employees of the
Group. The Scheme became effective on 20 February
2009 and, unless otherwise cancelled or amended, will

remain in force for 10 years from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is
an amount equivalent, upon their exercise, to 10% of
the shares of the Company in issue at any time. The
maximum number of shares which may be issued upon
exercise of all outstanding share options granted and
yet to be exercised under the Scheme must not exceed
30% of the shares of the Company in issue from time
to time. The maximum number of shares issuable under
share options to each eligible participant in the Scheme
within any 12-month period is limited to 1% of the
shares of the Company in issue at any time. Any further
grant of share options in excess of this limit is subject to

shareholders’ approval in a general meeting.

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

approval in advance in a general meeting.
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B 7 R M R

31 March 2018 —ZE—N\E=HA=+—H

B ERT 8 ()
BHBRENEOTNMREZEOE A

26. SHARE OPTION SCHEME (continued)

The offer of a grant of share options may be accepted

within 5 business days from the date of offer, upon
payment of a nominal consideration of HK$1 in total
by the grantee. The exercise period of the share

options granted is determinable by the directors, and

ERESXBATIRER  MARAZR
XNBBIVETERSRBARE - K
MBRENTESNHESET  URNE
TEBHARMAR -

commences after a certain vesting period.

BRENTEERESEE  EFAE
KON R B OEE  (i)A R F )
REBBER E 4 B T T EH AR

The exercise price of the share options is determinable
by the directors, but may not be less than the highest

of (i) the nominal value of the Company’s shares;

(i) the Hong Kong Stock Exchange closing price of mE RINARAROREZEZLN B
the Company’s shares on the date of offer of the Al {6 & 3 B 72 BB B R PR 19
share options; and (iii) the average Hong Kong Stock BUUAZReEARE) -

Exchange closing price of the Company’s shares for the
five business days immediately preceding the date of

offer.

B T TESA ABIRER B RN
BRAE LRENER -

Share options do not confer rights on the holders to

dividends or to vote at shareholders’ meetings.
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31 March 2018 ZE—N\F=ZA=+—H

26. SHARE OPTION SCHEME (continued) 26. B AERT & ()
The following share options were outstanding under FQN - RIEZAT M AR TTE A AR AE 0
the Scheme during the year: L
2018 2017
—E-N\F —T—+F
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
mEFH BRE T Bk
I8 B 1B A
HK$ ‘000 HK$ ‘000
per share per share
BiRET TR BB T
At beginning of the year REH] 0.69 253,400 1.09 106,200
Adjusted during the year (note) FERFE () - - (0.36) 52,800
Granted during the year FREFE L 0.50 106,000 0.64 151,300
Cancelled during the year FNEH 0.50 (15,000) - -
Lapsed during the year FRKM 0.57 (71,150) 0.66 (56,900)
At end of the year RER 0.66 273,250 0.69 253,400
Note: The number of share options, which were granted by Biat: BRBETAR (FHEHRMBRE
the Company during the year ended 31 March 2016, MfsE25) @ BERR#E (DA R B R &
and its exercise price are adjusted from 105,600,000 E_E—ARNF=-A=1+—HL*F
share options at HK$1.09 per share to 158,400,000 EARLE) 8B RETHEER S
at HK$0.73 per share as a result of the bonus issue, 105,600,0008% A] #% & §%1.0978 71T
detailed in note 25 to the financial statements. & - % /5158,400,000% A] i= & A%

0.73%T1T{E ©
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31 March 2018 ZE—N\F=A=+—H

26. SHARE OPTION SCHEME (continued) 26. BIxESTE ()
The exercise prices and exercise periods of the share Mo-E—NE=B=+—AYR/TEHE
options outstanding as at 31 March 2018 are as RRRERIT B RITEHMT
follows:
Number of options Exercise price Exercise period
BREZE TEE T
‘000 HK$ per share
T B BT
29,070 0.73 22 April 2016 to 21 April 2021

—E-AREMAZ+Z=ZHE

—E-_—FMA=-+—H

29,070 0.73 22 April 2017 to 21 April 2021
—E—tHEMNAZ+=ZAHZE

—E_-FMA=-+—H

29,070 0.73 22 April 2018 to 21 April 2021
—E-N\FOA=+=ZHE

—E-_—FmMA=-+—H

29,070 0.73 22 April 2019 to 21 April 2021
—E-AFMOMAZ+ZRHE

T —FmMA=-+—H

29,070 0.73 22 April 2020 to 21 April 2021
—Z_EFMA+ZRHE

—E_—FmMA=-+—H

15,380 0.64 28 September 2017 to 27 September 2022
ZE—tHFNAZFTN\RBE

—E__HFNAAZ++AR

15,380 0.64 28 September 2018 to 27 September 2022
ZE-N\FNAZFTNBE

T _FNAA-TLtH

15,380 0.64 28 September 2019 to 27 September 2022
—T-AFEAAZTNRE

—E__FNAA=-ttH

15,380 0.64 28 September 2020 to 27 September 2022
—ZETFANAZFTNRE

—E__FNAA=-ttH

15,380 0.64 28 September 2021 to 27 September 2022
T —FAAZTNRZE

—E__FNAA-t+tH

4,000 0.50 5 May 2018 to 4 May 2024

—E-NFHHAEBRZE

—E-NFERAMA
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26. SHARE OPTION SCHEME (continued) 26. IBIREsTE (&)
Number of options Exercise price Exercise period
BREHE ITREE TEEH
‘000 HK$ per share
BRlik BB T
4,000 0.50 5 May 2019 to 4 May 2024

—E-NAFRARHRZE

—E-MNFERAMA

4,000 0.50 5 May 2020 to 4 May 2024
—E-TFRAAHRZE

—E-MERAMA

4,000 0.50 5 May 2021 to 4 May 2024
—E-—FHHAAZE

—E-MERAMA

4,000 0.50 5 May 2022 to 4 May 2024
—E_FRHAAAZE

—E-MNERAMA

5,000 0.50 5 May 2023 to 4 May 2024
:7::¢£E£Ei

—E-_MFERAMEA

5,200 0.52 6 July 2018 to 5 July 2023
—E-N\FEAARBE

:E:Eitﬂﬁa

5,200 0.52 6 July 2019 to 5 July 2023
—NELHARBE

—E_=F%tHAA

5,200 0.52 6 July 2020 to 5 July 2023
—ETFELARBAE

—E=FtHAA

5,200 0.52 6 July 2021 to 5 July 2023
—E—FtHARAEZE

—E-=FtHAHA

5,200 0.52 6 July 2022 to 5 July 2023
—EF+AXHZE

—E-=FtHAHA

273,250
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31 March 2018 ZE—N\F=A=+—H

26. SHARE OPTION SCHEME (continued) 26. BIRESTE (5B)

Annual Report 2018

The fair value of the share options granted during
the year was HK$21,145,000 (HK$0.20 each) (2017:
HK$38,873,000, HK$0.26 each), and the Group
recognised share option expense of HK$18,832,000
(2017: HK$16,986,000) during the year ended 31
March 2018.

The fair value of equity-settled share options granted
during the year was estimated as at the date of grant
using the binomial option pricing model, taking into
account the terms and conditions upon which the
options were granted. The following table lists the

inputs to the model used:

REAFERENERENATEER
21,145,000/ 7T (& R0.208 7T) (=
= — -+ :38,873,0007% 7t (% %0.26
BIL)) MAKEBEERUREE=ZT
—N\NF=ZA=+—HLFEERER
& 18,832,000/ 7L (Z T — £ -
16,986,000/ 7T ) °

FRARD ARG EE 2 BREN R
BEDRELBSEA_AXMEEE
A WET RE DB REN R K
fiRfF - TRIVHRABERNSE

2018 2017

—E-NE —T—+tF

Dividend yield (%) % B & (%) 0.00 0.00

Expected volatility (%) 8 HA R 1R (%) 43.22-46.99 47.99

Historical volatility (%) JE 2R 18 (%) 43.22-46.99 47.99

Risk-free interest rate (%) 4 [ [ F) 2R (%) 1.83-2.00 1.19

Expected life of options (year) T8 HA B A i B A (4F) 6-7 6.00
Share price as at the valuation date REE B AR (E

(HK$ per share) (BRETT) 0.50-0.51 0.64

The expected life of the options is based on the
management’s estimation and is not necessarily
indicative of the exercise patterns that may occur. The
expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which

may also not necessarily be the actual outcome.

No other feature of the options granted was

incorporated into the measurement of fair value.
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NOTES TO FINANCIAL STATEMENTS

SHARE OPTION SCHEME (continued)

At the end of the reporting period, the Company had
273,250,000 share options outstanding under the
Scheme. The exercise in full of the outstanding share
options would, under the present capital structure
of the Company, result in the issue of 273,250,000
additional ordinary shares of the Company and
additional share capital of HK$27,325,000 and share
premium of HK$154,017,000 (before related issuance
expenses).

At the date of approval of these financial statements,
the Company had 261,300,000 share options
outstanding under the Scheme, which represented
approximately 11% of the Company’s shares in issue
as at that date.

RESERVES

The amounts of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes in
equity of the financial statements.

(i) The Group’'s capital reserve represents the
differences between the nominal value of the
shares issued by the Company and the aggregate
of the share capital of the subsidiaries acquired
upon the group reorganisation prior to the listing
of the Company’s shares.

(i) In accordance with the PRC Company Law, the
Company’s subsidiaries registered in the PRC
are required to appropriate 10% of the annual
statutory profit after tax (after offsetting any prior
years’ losses) to the statutory surplus reserve.
When the balance of the reserve fund reaches
50% of the entity’s registered capital, any further
appropriation is optional. The statutory surplus
reserve can be utilised to offset prior years’ losses
or to increase capital. However, the balance of
the statutory surplus reserve must be maintained
at a minimum of 25% of registered capital after
such usages.
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BRAESTE (8)

RBEBRR ARaREZTES
273,250,000% 1= AR 17 58 9 B8 I 4 © AR
BARLNGE B AR IRAN G - fw e R AT
FEOEREERETE  BEMET
273,250,0008 A8 A R 8B /N & @ AR X B
A FBANIR A 27,325,000 7T A K B A7 i
8154,017,000% 7T (GRIBRIEFAZEITE
) e

R ETHHRZEMENBE XA F
B I& % 5T 815 261,300,0008% i# K 17 &£
BEERRHE - HERARRNZ AN &
TR HI11% o
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28. NOTES TO THE CONSOLIDATED 28. B R ERMEBRME
STATEMENT OF CASH FLOWS
(@) Major non-cash transaction (@) FEHFBEERXH
During the year ended 31 March 2017, the Group REBE_ZT—+tF=H=1+—H
has bought back inventories from a distributor IEFE AEER—ZLEEMD
at the purchase consideration of HK$1,349,000, BEE BERER,349,000/
including the value-added tax of HK$450,000. U+ BRI E 450,000/ 7T © A
The purchase consideration of the inventories SEDEFECBEREBLES
bought back by the Group resulted in no cash BEE-_T—tF=A=+—H
outflow during the year ended 31 March 2017 as IEFEEAZBReRE - BRE2HE
all of the purchase consideration was offset with EREEKEAREENEKRE S
the Group's trade receivables of HK$1,349,000. FXTE1,349,00058 TTET K8 o
(b) Changes in liabilities arising from financing (by REBEEFHELZBEE
activities
Bank
advance Interest-
for bearing
discounted bank Bond

bills borrowings payables
MEREZ T2
R|ITBR RITEE ESES
HK$'000 HK$'000 HK$’000
THEIT TETT TETT

At 1 April 2017 RZZE—+tFWA—H 56,771 213,310 251,030
Changes from financing KEBEREREZ

cash flows gz (56,771)  (138,430) 350,853
Finance costs Bl & kA = 6,665 57,546
Interest paid classified as PREAREHEREZ

operating cash flows B B - (6,665) (27,558)
At 31 March 2018 R-TE—N\F

=A=+—H - 74,880 631,871
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30.

BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

PLEDGE OF ASSETS

Details of the Group’s assets pledged for securing
bank loans and banking facilities during the year
are included in notes 16, 18, 19, 20 and 22 to the

financial statements.

OPERATING LEASE ARRANGEMENTS

As lessee

The Group leases certain of its office premises,
warehouses, and staff quarters under operating lease
arrangements. Leases for properties are negotiated for

terms ranging from 1 year to 10 years.

At 31 March 2018, the Group had total future
minimum lease payments under non-cancellable

operating leases falling due as follows:
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2018 2017

—E-NF —EF—+F

HK$’000 HK$'000

FH& T FETT

Within one year —F R 32,612 24,831
In the second to fifth years, inclusive E_FRFERF

(BREEEMF) 81,521 37,157

After five years BEFAE 68,654 2,729

182,787 64,717
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31 March 2018 ZE—N\F=A=+—H

31. COMMITMENTS 31. EE
In addition to the operating lease commitments B £ BT RE30RTRF il /Y & B T B AR IR
detailed in note 30 above, the Group had the N REBERHRE KRG AT & AREIE
following capital commitments and inventory purchase RBEEGFERE

commitments at the end of the reporting period:

Capital commitments 2018 2017
BEAERE —ZE-N\F —E—+F
HK$’000 HK$'000
TET FET
Contracted, but not provided for: B ETAB R B
Capital contribution payable to BN THEERE 2LE
PRC entities 2,341 26,939
Acquisition of items of property, BEYWE BEXK
plant and equipment REIE R 6,319 343
8,660 27,282
Inventory purchase commitments 2018 2017
BEFERRE AN —E—+F
HK$’000 HK$'000
TET FET
Within one year —F R 3,303,941 2,666,209
In the second to fifth years, inclusive E_FEERF
(BEREREMSF) 3,723,235 3,868,609
Over five years EENAE 5,724,769 5,388,914

12,751,945 11,923,732

As at 31 March 2017, the Group had outstanding RZE—ttF=HA=+—H K&K
commitments amounting to HK$65,520,000 in respect BTl mMiEERARERBITRE
of irrevocable letters of credit. 65,520,000/ JT °
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NOTES TO FINANCIAL STATEMENTS

32. RELATED PARTY TRANSACTIONS

(a)

In addition to the transactions detailed elsewhere

B 5 ¥R 3R MY 5

31 March 2018 ZE—N\F=ZA=+—H

2. BBA RS

(@) BAFBHREREAMED D AL

in these financial statements, the Group had RGN » ANEBRAARF S EHEFH S
the following material transaction with a related BETATERRS :
party during the year:
2018 2017
—E-N\F —E—+tF
Note HK$'000 HK$'000
Bt 52 FTET FH T
SBH: RE(EH)
Rental expenses HEER (i) 9,000 7,200
Note: Btat -

(i)

The rental expenses of staff quarter were charged
by SBH based on mutually agreed terms at a fixed
effective monthly amount of HK$750,000 (2017:
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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NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

32. RELATED PARTY TRANSACTIONS
(continued)

(b)  Other transactions with related parties:

(i)

During the year ended 31 March 2012,
the Group formed 17 limited liability
partnerships established in the PRC (the
“Partnerships”) with certain its employees
(the “Employees”) via a trust arrangement.
On 1 November 2011, the Company, Silver
Base Trading and Development (Shenzhen)
Co. Limited (“SBTS"), a wholly-owned
subsidiary of the Company, and Mr. Liang
Guosheng, the brother of Mr. Liang,
an executive director and a substantial
shareholder of the Company, and also
the director of two subsidiaries of the
Company, entered into a trust agreement
(the “Trust Agreement”) regarding the
investments in the Partnerships. Pursuant to
the Trust Agreement, Mr. Liang Guosheng
held 2% equity interest in each of the
Partnerships on behalf of SBTS as at 31
March 2017 and 2018. Further details of
the Trust Agreement are set out in note 40

to the financial statements.

As at 31 March 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$163,328,000 as at 31
March 2017.

Details of the Group’s bank borrowings
are set out in note 22 to the financial

statements.
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NOTES TO FINANCIAL STATEMENTS
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31 March 2018 —ZE—N\E=A=+—H

32. RELATED PARTY TRANSACTIONS BELXZ (&)
(continued)
(c)  Commitments with a related party: () SRR mAIE -
As disclosed in note 32(a), the Group has rental NI FE32(a) T B BR - AR ER
commitments with SBH under non-cancellable PR B BA T 45 S P9 B 2 A 1 A 5 88
operating leases falling due as follows: ZEHREMRRE (RE) AT
HEAE :
2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
FTET FET
Within one year —F R 9,000 8,400
In the second to fifth years, inclusive S -_FZ2FHF
(BHEEEMSF) 9,600 18,600
18,600 27,000
(d) Outstanding balances with related parties: (d) ELREEE T M AREBENERR

AEBEZRBABBREEN

(i)  The amount due to a director included in

—~
b

the Group’s current liabilities is unsecured, BEENIE ZERBERAER
interest-free and has no fixed terms of e REREETERE -
repayment.

(i) Details of the Group’s rental deposit and (i) AKERBEHRFRIBE
prepaid rent placed with SBH as at the end (@)W HEEZs LTENH
of the reporting period are disclosed in note SHEF BRI B wERM 18
18 to the financial statements. P EE o
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31 March 2018 ZE—N\F=A=+—H

32. RELATED PARTY TRANSACTIONS 32. Bl AR5 (58)
(continued)
(e) Compensation of key management personnel of () AEEFZEBASmM
the Group:
2018 2017
—E2-N\EF —E—tF
HK$’000 HK$'000
FERT FH&T
Salaries, allowances and Fe RUREYHNR
benefits in kind 37,088 32,238
Pension scheme contributions RIRE R s &I 2k 1,251 812
Equity-settled share option expense  LAMEZSAEE Z BEREE B 6,163 5,040
44,502 38,090
The balance includes emoluments of Ms. Luo Li, TR BREEMN LT (KRARE
the spouse of Mr. Liang, of HK$2,634,000 (2017: A BB B) B9 3 BN2,634,0007 7T
HK$2,261,000). Further details of directors’ (ZZE—+4%F :2,261,000/87T) °
emoluments are included in note 8 to the EEMeNE—FFBERRIH
financial statements. Hw&MIES -
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33. FAIR VALUE OF FINANCIAL INSTRUMENTS

At the end of the reporting period, the carrying
amounts of the Group’s financial instruments

approximate to their fair values.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could
be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale. The
following methods and assumptions were used to

estimate the fair values:

The fair values of trade receivables, bills receivable,
current portion of deposits and other receivables, cash
and cash equivalents, pledged deposits, trade payables,
bills payable, other payables and accruals, an amount
due to a director, bank advance for discounted bills,
bond payables and interest-bearing bank borrowings
approximate to their carrying amounts largely due to

the short term maturities of these instruments.

The fair values of the non-current portion of deposits
and bond payables have been calculated by discounting
the expected future cash flows using rates currently
available for instruments on similar terms, credit risk
and remaining maturities. The Group’s own non-
performance risk for bond payables as at 31 March

2018 was assessed to be insignificant.
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SILVER BASE GROUP HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS
B 7 R M R

31 March 2018 ZE—N\F=A=+—H

34. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of

period are as follows:

4. €T BERER
LEANCHTANBEBRNETEN

financial instruments as at the end of the reporting I

Loans and receivables

ERRERRE
2018 2017
—E2-N\EF —E—tF
HK$'000 HK$'000
FET FATT
Trade receivables FEUE 5 5K IR 61,954 42,851
Bills receivable e U = 15 1,232 56,771
Financial assets included in prepayments, STABNNZIE - &S
deposits and other receivables Ko H Ath & W SR IE B9
TREE 62,944 55,748
Pledged deposits BB ER 492,915 85,000
Cash and cash equivalents HERBRESZEEY 418,917 356,939
1,037,962 597,309
Financial liabilities at
amortised cost
REBEATIENERERS
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FTERT FAT
Trade payables FERE 5 aIE 24,864 4,290
Bills payable JE 1 = H% 487,465 439,968
Financial liabilities included in deposits st ADWEI & - HibfE R
received, other payables and accruals HRENETEERN
TRAB 39,233 39,111
Bank advance for discounted bills RITAER RIE B - 56,771
Interest-bearing bank borrowings FFERITEE 74,880 213,310
Bond payables B E 5 631,871 251,030
Due to a director FEEEHIE 1 1
1,258,314 1,004,481
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35.

36.

TRANSFERS OF FINANCIAL ASSETS

At 31 March 2017, the Group discounted certain bills
receivable (the “Discounted Bills”) with a carrying
amount of HK$56,771,000 to banks in Mainland
China for cash. In the opinion of the directors of the
Company, the Group has retained the substantial risks
and rewards, which include default risks relating to
the Discounted Bills, and accordingly, it continued to
recognise the full carrying amount of the Discounted
Bills and the respective bank advance for discounted
bills. Subsequent to the discounting, the Group does
not retain any rights on the use of the Discounted Bills,
including sale, transfer or pledge of the Discounted
Bills to any other third parties. The aggregate
carrying amount of bank advance for discounted
bills recognised due to the Discounted Bills was
HK$56,771,000 as at 31 March 2017.

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$25.1
million) in total.

According to a judgement dated 25 August 2015
issued by the PRC District People’s Court, the Group
was liable to buy back certain inventories from the
Plaintiff with a total consideration of RMB18.9 million
(equivalent to HK$23.6 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.
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NOTES TO FINANCIAL STATEMENTS
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31 March 2018 ZE—N\F=A=+—H

36. LITIGATION (continued)

37.

Annual Report 2018

At the date of approval of these financial statements,
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.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise
interest-bearing bank borrowings, bond payables and
cash and short term deposits. The main purpose of
these financial instruments is to finance the Group's
operations. The Group has various other financial
assets and liabilities such as trade receivables, bills
receivable, deposits and other receivables, trade
payables, bills payable, other payables and accruals,
bank advance for discounted bills and an amount due

to a director, which arise directly from its operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors
reviews and agrees policies for managing each of these

risks and they are summarised below.
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BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS

37. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s interest-
bearing bank borrowings with floating interest rates.
The contractual interest rates and terms of repayment
of the interest-bearing bank borrowings of the Group

are set out in note 22 to these financial statements.

A reasonably possible increase in 50 basis points (2017:
50 basis points) in interest rates would have increased
loss before tax of the Group by HK$374,000 (2017:
decreased profit before tax of HK$817,000) during the
year and there would be no material impact on the

Group’s equity (excluding retained profits).

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating
units in currencies other than the units’ functional
currencies. For Hong Kong operations, all sales and
purchases transactions are settled in Hong Kong dollars
or United States dollars. Meanwhile, most of the sales
and purchase transactions in the PRC operations are
settled in RMB. Accordingly, the transactional currency
exposures of the Group are not significant. The Group
has not entered into any hedging transaction to reduce
the Group’s exposure to foreign currency risk in this

regard.

A reasonably possible appreciation of 5% (2017: 5%) of
the exchange rate of the Hong Kong dollar against RMB
would have no significant effect on the loss before tax of
the Group during the year (2017: no significant effect on
the profit before tax of the Group) and there would be no

material impact on the Group’s equity.
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31 March 2018 —ZE—N\E=HA=+—H

37. FINANCIAL RISK MANAGEMENT V. KRR EEBEEZEREBE

OBJECTIVES AND POLICIES (continued)
Credit risk

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

financial assets.

The Group monitors the exposure to credit risk on an
ongoing basis, and credit evaluations are performed
on customers requiring credit over a certain amount.
In addition, receivable balances are monitored on an
ongoing basis and the Group has launched a series
of plans to manage the credit risk of customers,
further details are set out in note 17 to these financial
statements. Provisions are made for certain balances
past due when management considers the loss from
non-performance by these counterparties is likely.
The credit risk on cash and bank balances is low as
those balances are placed with reputable financial

institutions.

At the end of the reporting period, the Group had
certain concentration of credit risk as over 42% (2017:
41%) of the Group’s trade and bills receivables were

due from the Group's five customers.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade and bills
receivables are disclosed in note 17 to the financial
statements.
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31 March 2018 ZE—N\F=ZA=+—H

37. FINANCIAL RISK MANAGEMENT 3V. M BEBEEEEREX
OBJECTIVES AND POLICIES (continued) (&)
Liquidity risk MEE 2 R
The Group’s objective is to maintain a balance between AEBERNEESEARAG BRITE
continuity of funding and flexibility through the use B ENEFREIBREFERFES
of interest-bearing bank borrowings, bond payables WREEREE 2 FANTEE AEEE
and trade finance facilities. The Group’s financing FhE IR B SR B) OE B R R HAKFER
activities are managed centrally by maintaining an RekREEEMRAEEN S ERME
adequate level of cash and cash equivalents to finance Bx o  AEBITERRITEEIANA
the Group’s operations. The Group also ensures the HUNENERRRESE R -
availability of bank credit facilities to address any short
term funding requirements.
The maturity profile of the Group’s financial liabilities AEBRBRSORURNREETENS
as at the end of the reporting period, based on BB ERREHROE BB RNT
contractual undiscounted payments, is as follows:
2018
—2-N%
On demand
or less than
1 year 1to5 Over
EERR years 5 years Total
—£R —-ZhfE EEUE @5t
HK$'000 HK$'000 HK$'000 HK$'000
THER THER THR THT
Trade payables BN E S8 24,864 - - 24,864
Bills payable ANES 487,465 - - 487,465
Financial liabilities included in FABKETE - Eft
deposits received, other FE T FRIE Rt
payables and accruals BENERAR 39,233 - - 39,233
Interest-bearing bank borrowings =t B R{T{EE 76,184 - - 76,184
Bond payables [EHESH 51,233 769,744 26,115 847,092
Due to a director EREEHE 1 - - 1
678,980 769,744 26,115 1,474,839
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31 March 2018 ZE—N\F=A=+—H

37. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)

37. U BEBREEBRBERBE
(%)
mEE L E R (&)
AEERANABBNRE A EN
SHEERRERROEBIERMT :

The maturity profile of the Group’s financial liabilities

as at the end of the reporting period, based on

contractual undiscounted payments, is as follows: (&)
(continued)
2017
—E—+tF
On demand
or less than
1 year 1105 Over
JEZ R, years 5 years Total
—FR —ERfF AFERE &5t
HK$'000 HK$'000 HK$'000 HK$'000
FHET FAET THET TAT
Trade payables e E 5708 4,290 - - 4,290
Bills payable ERER 439,968 - - 439,968
Financial liabilities included in STABWET €~ Efty
deposits received, other JE T 3IE R e B
payables and accruals BENSREE 39,111 - - 39,111
Bank advance for RITEREZR BN
discounted bills 56,771 - - 56,771
Interest-bearing bank RSB ITEE
borrowings* 224,286 - - 224,286
Bond payables [ERES 24,200 298,755 25,533 348,488
Due to a director e E E A 1 - - !
788,627 298,755 25,533 1,112,915
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37. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Liquidity risk (continued)

*

As at 31 March 2017, included in interest-bearing
bank borrowings are bank loan of HK$174,226,000
containing a repayment on demand clause giving
the lender the unconditional right to call the loan
at any time and therefore, for the purpose of the
above maturity profile, the amount is classified as “on
demand”.

Notwithstanding the above repayment on demand
clause, the directors of the Company do not believe
that the bank loan will be called in its entirety within
12 months, and they consider that the bank loan will
be repaid in accordance with the maturity date as
set out in the agreement. This evaluation was made
considering: the financial position of the Group at
the date of approval of the financial statements; and
the lack of events of default. In accordance with the
terms of the bank loan, the maturity term at 31 March
2017 is HK$63,522,000 repayable within one year and
HK$110,704,000 repayable over one year.

Capital management

The primary objectives of the Group's capital
management are to safeguard the Group’s ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise the shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives,
policies or processes for managing capital during the
years ended 31 March 2018 and 31 March 2017.
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37. FINANCIAL RISK MANAGEMENT 37. U HEARBEEEERKE
OBJECTIVES AND POLICIES (continued) (#8)
Capital management (continued) BAREE(B)
The Group monitors capital using a gearing ratio, AEBEFERABEREREEER - BEDS
which is net debt divided by the total capital plus FRERR A B E R INERS TR - E7%5F 58
net debt. Net debt includes interest-bearing bank BIEFTERITEE EBNEZHIE B
borrowings, trade payables, bills payable, deposits NEE - BRETE - EfbENFKIERIE
received, other payables and accruals, bank advance TAE - RTUBAZERN  ENGES
for discounted bills, bond payables and an amount A REMNEZESRIERNATN  HIRE RIR
due to a director less cash and cash equivalents. Total CEEYGE -  RERNEARRR L EE
capital represents equity attributable to ordinary equity wmIFEA ABEOER  RNIEEBR2E
holders of the Company. The gearing ratios as at the BIERMAT :

end of the reporting periods were as follows:

2018 2017

—E-N\F —E—+tF

HK$'000 HK$'000

THERT FAET

Interest-bearing bank borrowings STESRITEE 74,880 213,310

Trade payables eI E 5 3RI8 24,864 4,290

Bills payable FE 1B 487,465 439,968
Deposits received, other payables and BURET £ - EMENZRIB

accruals REFtAE 372,273 256,582

Bank advance for discounted bills IRITANIR RIR B - 56,771

Bond payables FE & % 631,871 251,030

Due to a director FERTE = FKIB 1 1

Less: cash and cash equivalents B HeRREEEY (418,917) (356,939)

Net debt (EREE 1,172,437 865,013

Equity attributable to ordinary equity RARREBEAFAA

holders of the Company FE(LfE = 785,716 783,651

Capital and net debt EARRERFRE 1,958,153 1,648,664

Gearing ratio R 60% 52%
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38. EVENTS AFTER THE REPORTING PERIOD

(a)

Subsequent to the end of the reporting period,
the Group issued the 2018 Bonds with an
aggregate principal amount of HK$70,600,000 to
certain independent entities and individuals. The
2018 Bonds bear interest at rates ranging from
6% to 7% per annum and will mature in the
period from April 2021 to December 2025.

Subsequent to the end of the reporting period, in
April 2018, the Group entered into an acquisition
agreement with an individual (the “Vendor”) for
the acquisition of 51% equity interest in an entity
incorporated in Hong Kong which is principally
engaged in the provision of marketing services
in respect of the business-to-business cloud
partnership platform established by the Group
(the

will be calculated with reference to the (i) audited

“B2B Platform”) at the consideration which

gross profit of the B2B Platform generated
through the sales to customers introduced by
the Vendor, and (ii) cumulative number of active
customers trading in the B2B Platform which
are introduced by the Vendor, according to the

formulae set out in the acquisition agreement.

Further details of the acquisition are disclosed
in the announcement of the Company dated 26
April 2018. The acquisition transaction was in
the progress up to the date of approval of these

financial statements.
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39. STATEMENT OF FINANCIAL POSITION OF 39. AN BB B AR R R
THE COMPANY

Information about the statement of financial position

BRAARRRRRE RO BN R

of the Company at the end of the reporting period is as BRI
follows:
2018 2017
—E2-NEF —FT—+tF
HK$'000 HK$'000
THET TATT
NON-CURRENT ASSET kRBEE
Investments in subsidiaries RHTB AR MK E 1,191,488 916,340
CURRENT ASSETS REBEE
Cash and cash equivalents ReMRSEEY 36,635 15,404
Due from a subsidiary JiE U B B8 A Bl FR IR 19,845 =
Total current assets B A EAE 56,480 15,404
CURRENT LIABILITIES G R=Ri
Accruals JEEtEE 405 1,275
Bond payables e &S 51,233 10,529
Total current liabilities MENA BB 51,638 11,804
NET CURRENT ASSETS RBEEFE 4,842 3,600
TOTAL ASSETS LESS CURRENT WEERRBERE
LIABILITIES 1,196,330 919,940
NON-CURRENT LIABILITY FERBEE
Bond payables &I E 580,638 240,501
Net assets EEFE 615,692 679,439
EQUITY R
Issued capital B ETIRA 227,281 227,281
Reserves (Note) e (K EE) 388,411 452,158
Total equity W B 615,692 679,439
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39. STATEMENT OF FINANCIAL POSITION OF 39, RN BWEFFEAR R R ()
THE COMPANY (continued)

Note: Hitat -
A summary of the Company’s reserves is as follows: RARIRBEORZNOT
Share Capital Share
premium Capital redemption option  Accumulated
account reserve reserve reserve losses Total
R EER i EARERE  BRERE it ER g
HK$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
TAT TAT TAT TAT TAT TAT
At 1 April 2016 RZZ-RERA—A 675,507 229,208 1,554 18,667 (377,214) 547,722
Loss for the year and total FRERRER
comprehensive loss LEBRER
for the year - - - - (36,790) (36,790)
Equity-settled share option NEREE 7
arangements BT - - - 16,986 - 16,986
Share options lapsed BREXM - - - (373) 373 -
Issue of shares BORHA (75,760) - - - - (75,760)
At 31 March 2017 and R-Z—tE=R=1—H
1 April 2017 kZE—+EMA—-H 599,747 229,208 1,554 35,280 (413,631) 452,158
Loss for the year and total FRBRRER
comprehensive loss rEERER
for the year - - - - (82,579) (82,579)
Equity-settled share option DEREE
arrangements BREZH = - - 18,832 - 18,832
Share options lapsed and cancelled B8 [ # 5 4 2 s 45 = = = (3,936) 3,936 =
At 31 March 2018 RZZ-N\E=A=1-H 599,747 229,208 1,554 50,176 (492,274) 388,411
The Company’s capital reserve represents the excess of RAFIHEARFHHIEREREEHEWER
the net book values of the subsidiaries acquired pursuant M /8 A 5] BR EFE 8 H TR EUR A B B 21T
to the group reorganisation over the nominal value of the BOEENES °

Company's shares issued in exchange therefor.

The share option reserve comprises the fair value of share EREFREREDRDERRTEBRED
options granted which are yet to be exercised, as further AREEE E—FHFBRYBHRERMT2.4
explained in the accounting policy for share-based payments BENROD AR S HEANA - BEAR
in note 2.4 to the financial statements. The amount will either HGR A AERERITERERER D RE
be transferred to the share premium account when the related BR - ok fim 4B 8 AR B i i 1 08 I e Bl B B ==
options are exercised, or be transferred to accumulated losses 25518 -

should the related options expire or be forfeited.
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TEMBRANFER
ARTEBHBAROFEMT -

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES — 40.

Particulars of the Company’s principal subsidiaries are

as follows:
Place of Issued Percentage of
incorporation/ ordinary share/ equity attributable
registration registered to the Company
and operations paid-up capital AR FEEREFIL
Name HREL/ BRTLER/ Direct Indirect  Principal activities
8 MR EELE BEEMARER E# E3 TEEHR
Fast Boom Holdings British Virgin US$1 = 100 Investment holding
Limited* Islands/Hong Kong (2017: US$1) RERER
ARERERAF ERGEBRNE/FH EY
(Z2—t5:
1%7T)
Richmind International Limited* British Virgin Us$1 100 - Investment holding
ERERBRAR Islands/Hong Kong (2017: US$1) BB
ARGEBRNE/FE EY
(ZB-t%:
1%70)
Silver Base Investment Hong Kong HK$1 - 100 Trading of red wine
Development Limited Bp (2017: HKS$1) TBES
RERAZRERAA 18T
(Z3—tF:
127
Silver Base International Hong Kong HK$2 - 100 International distribution
Development Co. Limited Bk (2017: HK$2) of liquor and cigarette
REERERERAR BT products
(22—t BREHERER
2ET)
SBTS* (note (i) PRC/Mainland China US$115,350,000 - 100 Distribution of
FEEHERE ORI * (M) hE/HER (2017: liquor products and sugar
S$108,950,000) in the Mainland
115,350,000 70 China market
(ZF—t%: R B R TISEH
108,950,000% 7T) BEMRE
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES

BREEBEBERERAA

NOTES TO FINANCIAL STATEMENTS
% 3R M A

31 March 2018 ZE—N\F=ZA=+—H

40. 2B A NFE (&)

Place of Issued Percentage of
incorporation/ ordinary share/ equity attributable
registration registered to the Company
and operations paid-up capital  AAFEEREF S
Name HREL/ BRITLER/ Direct Indirect  Principal activities
£ SRS Y EHMHRER HE B TEEH
Silver Base Wine & Spirit Limited Hong Kong HK$10,000 - 100 Distribution of
BEFBERA A BB (2017: Dimple Scotch
HK$10,000) Whisky
10,000% 7T REREHBEALR
(Z2—+%F:
10,0007 7T)
Silver Base Wine & Spirit PRC/Mainland China HK$303,600,000 - 100 Distribution of
(Shenzhen) Co. Ltd.* (note (i) mE /e R (2017 liquor products
REFE (R BB AF* () HK$113,600,000) in the Mainland
303,600,000 China market
(ZZ—t%: A B 3 35 45 88
113,600,000 7¢) BER
Silver Base Healthcare Products Hong Kong HK$1 - 100 Trading of
Investment Company Limited BB (2017: HK$1) healthcare products and
REREEREFRAA 18T food
(ZZ—t%: REGRR@E S
127
Shenzhen Silver Base PRC/Mainland China RMB3,000,000 - 100 Distribution of
Wine Kingdom Sales mE/hE R (2017: liquor products and
Management Co. Ltd. (“SBWK")* RMB3,000,000) daily necessities
(note (ii)) AR #3,000,0007 in the Mainland
FFERESH (ZB—tF&: China market
REERERAR (RERE AR %3,000,0007) A B 3 7 4 8
(=) BEEmKBRAm
Shenzhen Yinshenggu Asset PRC/Mainland China RMB1,600,000 = 100 Provision of internet service
Management Company Limited hE/hEN (2017: N/A) RUDBARE
("Yinshenggu")* (note (iii) AR%1,600,0007
RFERAEEERERAA (Z2—+%: TER)
(FRaA ) (BaEGi)
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(continued)

*

The statutory financial statements of these subsidiaries
are not audited by Ernst & Young, Hong Kong or
another member firm of the Ernst & Young global
network.

Notes:

—~

i)

(if)

(iii)

Annual Report 2018

Registered as wholly-foreign-owned enterprises under
PRC law.

Registered as a private company with limited liability
under PRC law.

Yinshenggu is a limited liability company established
under PRC law and under the legal ownership of two
individuals (the “PRC Equity Owners”). Under certain
agreements (the “VIE Agreements”) entered into
among the PRC Equity Owners, Yinshenggu, SBWK
and spouse of each of the PRC Equity Owners, SBWK
controls Yinshenggu by way of having the voting
rights to govern the financial and operating policies,
having the power to appoint or remove the majority
of the directors of Yinshenggu, obtaining all the
returns of Yinshenggu through service income and
provision of working capital to Yinshenggu through
loan arrangements. Accordingly, the Group has rights
to exercise power over Yinshenggu, receives variable
returns from its involvement in Yinshenggu, and has
the ability to affect the returns from Yinshenggu
through its power over Yinshenggu. The Company’s
directors confirmed that, based on the advice from the
Company’s PRC legal adviser, the VIE Agreements are
legally binding and enforceable against each party in
accordance with their terms and provisions under PRC
law.

Further details of the contractual arrangements are

disclosed in the circular of the Company dated 5
February 2018.
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)

As disclosed in note 32(b),
the Partnerships with the Employees under the Trust

the Group has formed

Agreement. Pursuant to the Trust Agreement, Mr.
Liang Guosheng held the 2% contributions and all of
his rights to and interests in each of the Partnerships
as a trustee of the Group, and solely followed the
instruction of the Company to exercise all powers and
authorities as the sole general and executive partner of
each of the Partnerships.

The principal terms of each of the 17 partnership
agreements (the “Partnership Agreements”) entered
into amongst Mr. Liang Guosheng and the Employees

are:

(1)  Each of the Partnerships is contributed by Mr.
Liang Guosheng as to 2% and the Employees as
to 98%;

(2) Mr.
general and executive partner of the Partnerships,

Liang Guosheng would act as the sole

while the Employees would act as the limited
partners thereof;

(3) As the sole general and executive partner of
each of the Partnerships, the decision-making
power and financial and operating policies of
each of the Partnerships are controlled by Mr.
Liang Guosheng, who has the sole and absolute
control over the management and operation of
the Partnerships; and
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES 40. FEM B QA A WEE (B)
(continued)

(4) The residual assets and liabilities of each of the (4) BAENRECENFBEERAGEH
Partnerships are entitled by the Employees in ZERERSERSEIREER
proportion to their contributions in each of the LEMmM=ZE @ WAREMIRELE
Partnerships, and are limited to the amount of AR - SENCENBRTHHRE
their investment contributions. The remaining ENBERRBEBEEZS -

residual assets and liabilities of each of the

Partnerships are entitled by Mr. Liang Guosheng.

As a result of the effects of the Trust Agreement AR EEHhaEReakbERENTZE
and the Partnership Agreements, the Partnerships HEFTEOME - &K ZEARR R
are accounted for as subsidiaries of the Company BRAANARNAR  ARARIZEHHR -
for accounting purposes. The Company’s directors BERRRFENEEZBERZER @ 55
confirmed that, based on the advice from the ERE KD EHE RE AR BA R
Company’s PRC legal adviser, the Trust Agreement RIBEHBUEBRIAT ©

and the Partnership Agreements are legally valid and

enforceable under PRC law.

Up to 31 March 2018, 15 of the Partnerships have BEE-ZT—- N\F=H=+—H " 15@E4&
been dissolved (2017: 13). KEERBRE(ZT—tF : 13[M) -
The above table lists the subsidiaries of the Company ERAINAAGINB AR ESEERA
which, in the opinion of the directors, principally FTEFEINFEEEIENAEBEE
affected the results for the year or formed a substantial FENEZMHNE EFRA - BHE
portion of the net assets of the Group. To give details fuft B AR KR E < I RRBARIT
of other subsidiaries would, in the opinion of the i °

directors, result in particulars of excessive length.

41. APPROVAL OF THE FINANCIAL 41. #tEM | K
STATEMENTS
The financial statements were approved and MBHRERER=ZZE—\FAA=1+/\H
authorised for issue by the board of directors on BARARNAESGH AT RETE -

28 June 2018.
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