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FINANCIAL HIGHLIGHTS
S B EEE

2021
—E--F
RMB’000
AR¥ T
Profitability data BRELHE
Revenue ezt 208,371
Gross profit/(loss) EH,/ (8) 67,395
Total comprehensive income/ AREHEBAREER
(expense) for the year attributable  EHEEEFRNZE
to owners of the Company and g/ (R BE
non-controlling interests 17,216
Total comprehensive income/ ARRBBEANEEEAR
(expense) for the year attributable 2B/ (%) @8
to owners of the Company 11,336
Earnings/(loss) per share gREF,/ (EBE)
- Basic (RMB cents) (Note 1) —EAR(ARER)
(Hizt1) 0.55
- Diluted (RMB cents) (Note 2) -#E(ARED)
(Hiz2) 0.47
2021
—E-—-F
Profitability ratios BRIENILE
Gross profit/(loss) margin E5,/(18) % 32.34%
Net profit/(loss) margin B/ (BB) % 8.26%
Effective tax rate ERFIE N/ATE A
Return on equity (Note 3) BREEE (f3) 2.49%
Return on assets (Note 4) BERRE (Hit4) 1.91%
Operating ratios (as a percentage ZELZ (FRAE L)
of revenue)
Advertising and marketing expenses B kB X 0.99%
Staff costs BIRA 11.24%
Research and development HERFAE 0%

Notes:

1.

The calculation of basic earnings/(loss) per share is based on the total
comprehensive expense for the year attributable to owners of the Company
divided by the weighted average number of ordinary shares in issue during
the relevant period.

The calculation of diluted loss per share for the year ended 31 December
2021 does not assume the exercise of the Company's share options since
their exercise would results in a decrease in loss per share.

Return on equity is equal to the total comprehensive income/(expense) for the
year attributable to owners of the Company divided by the average balance
of total equity attributable to owners of the Company as at the beginning of
each year and as at the end of each year.

Return on assets is equal to the total comprehensive income/(expense)
for the year attributable to owners of the Company divided by the average
balance of total assets as at the beginning of each year and as at the end of
each year.

Year ended 31 December
BET-A=1T-HLEE
2020 2019 2018 2017
ZEZEF ZE-NF ZE-\F ZT—+#H
AMB 000 RMB 000 RMB 000 RMB 000
ANREFT AREFT AREFT AREFT

107881 333,149 354,911 323,559

(62,491) 74,102 76,485 70,443
(168,385) 4,517 4,026 (37094
(162,160) (813) (3,654) (39,553

(8.06) (0.04) (0.18) (1.96)
(8.06) (0.04) (0.18) (1.96)

Year ended 31 December

BET-RA=1T-HLEE

2020 2019 2018 2017
ZE-EF ZE-NF ZE-\F ZT—+F

(57.93%) 22.2% 216% 21.8%
(156.08%) 0.2%) (1.0%) (12.2%)
NATER  NATER  NATER  NATER
(33.78%) (0.1%) (0.6%) 6.6%)
(25.98%) (0.1%) (0.5%) (5.4%)

16.14% 0.6% 11% 10.6%

15.71% 9.0% 8.2% 9.1%

0% 0% 0% 0%
frsE -

1 SREARF/ (BEB) HREADAVEE A RS

BENZENEERAEEEEEETEE
BB e DO T B34 o

2. BREMBERENTESERESREERD B
EHE-_T-_—F+-_A=Z+—BHLEFENT
REHEER  YERIARRNBRERETE-

3. REmBEAENAAREEAREFAZE
e/ (AX)BERAEFFNRFEROER

AR ARGERBENTIOERTE -

4. BEONREBENARARERARGEFANZE
Wa/ (AX)BERUEFFNRFROEE
ER TSR E -
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FINANCIAL HIGHLIGHTS

S B EEE

Assets and liabilities data
Non-current assets

Current assets

Current liabilities
Non-current liabilities
Shareholders’ equity
Non-controlling interests

Other key financial ratios and
information

Current ratios (Note 5)

Quick ratios (Note 6)

Gearing ratio (Note 7)

Net asset value per share (RMB)
(Note 8)

Inventory turnover days (days)
(Note 9)

Trade receivables turnover days
(days) (Note 10)

Trade payables turnover days (days)
(Note 11)

EERARYE
FRBEE
mBEE
mEEE
FRBEE
R
BT 3o

HEttxEMBLERER

B X (H1it5)
RBLLE (K326
BEABILE (Hit7)
BREERE (ARKT)
(Hizs)
FEBERE(A) (H79)

ZoRUETEERS (A)
(HtiF10)

ZHRNEREERY (H)
(Hist11)

2021
—B=-F
RMB000
ARETR

216,924
428,915
66,310
786
493,520
85,223

BZE+t-pA=t-RHLtEE/W+=-A=t+-8

2021
—E-_-—F

6.5
33
0.22
553
162

36

As at 31 December

R+=A=t+-8

2020 2019
ZEZTF ZZE-NE
RMB'000  RMB'000
AREFT AREFT
190,920 226,922
349,283 529,102
42,930 92,746
2,380 =
417,348 579,508
77545 83,770

2018
—E-N\E
RMB000
ARETT

207377
500,351
52,723

576,565

78,440

Year ended/as at 31 December

2020
—E-%F

8.1
4.8
0.25
408
296

18

oKW E M A IR A E | 22 AR
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2019
—E-NF

5.7
3.5
0.33
373

112

2018
—E-N\F

9.5
5.0
0.33
386
93

17

2017
—E—+F
RMB'000
ANE¥TFT

207412
510,628
66,583

580,697
70,760

2017
—E—+F

77
3.8
0.32
478

64



FINANCIAL HIGHLIGHTS
S B EEE

Notes:

Current ratio equals current assets divided by current liabilities as at the end
of each year.

Quick ratio equals current assets minus inventory, divided by current liabilities
as at the end of each year.

Gearing ratio equals the debts incurred in the ordinary course of business
divided by total assets as at the end of each year.

The calculation of net asset value per share is based on the total number of
shares in issue at the end of the year.

Inventory turnover days are computed by dividing the average of the
beginning and closing inventory balance in the respective financial year by
cost of sales (excluding consumption tax and other taxes) and multiplied by
365 days.

Trade receivables turnover days are computed by dividing the average of the
beginning and closing trade receivables balance in the respective financial
year by revenue and multiplied by 365 days.

Trade payables turnover days are computed by dividing the average of the
beginning and closing trade payables balance in the respective financial year
by cost of sales (excluding consumption tax and other taxes) and multiplied
by 365 days.

BRI R AW | R AEER

Byat -

MBLERERNEFFRNRDEERURE
BfE-

R EBERNEFFRONRDEERTER
AmBAE -

AEABELEASREFFRRABERBBR
PREEERRIAGERE -

BRAEFERBFRNCRITRNDEHTH -

FEREERBAERUYRFEFINRFRER
BHROFTHERAHERA (TRIEBEEHR A
I8 ) AR A365 R 5T E ©

BHORKERBEEHRAEBVBFEFEFIR
FREFEMERERO TR U REHR
LA3B5HEHE ©

BORNEFEEHBRFAUBRFEFNR
FREDRISRRERN T HEBRIAHERAR (1
BIEHEVREMBIA) BRIABEHFH
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CORPORATE INFORMATION

A FEFR

EXECUTIVE DIRECTORS
Mr. Wang Guangyuan

Mr. Zhang Hebin

Ms. Wang Lijun

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Cheng Vincent
Mr. Lai Chi Keung, Albert
Mr. Yang Qiang

COMPANY SECRETARY
Ms. Chan Shuk Man Lora

AUDIT COMMITTEE

Dr. Cheng Vincent (Chairman)
Mr. Lai Chi Keung, Albert

Mr. Yang Qiang

REMUNERATION COMMITTEE
Dr. Cheng Vincent (Chairman)

Mr. Lai Chi Keung, Albert

Mr. Yang Qiang

NOMINATION COMMITTEE

Mr. Lai Chi Keung, Albert (Chairman)
Mr. Wang Guangyuan

Mr. Yang Qiang

AUTHORISED REPRESENTATIVES
Mr. Wang Guangyuan
Ms. Chan Shuk Man Lora

LEGAL ADVISERS

AS TO HONG KONG LAW
Chiu & Partners

40th Floor, Jardine House
1 Connaught Place

Hong Kong

AS TO BERMUDA LAW
Conyers Dill & Pearman
Clarendon House

2 Church Street
Hamilton HM 11
Bermuda

BITES
ThERE
SRANM A
ITEERL

BYFHITES
BEEEL
AL

1HoR L

DREAME
FRREZ+

BEREESG
BEEBL (EF)
kL

1BoR L

yMEES
BREEL (£E)
RERITEE
Bk E

REZEE
RERIEE (LE)
ITREEE
Bkt

RERRK
ThERE
RREZEL L

EEERE
FRERER

WAR 5B R 2R D % 5 A

&5
B %4 351 5%
18 A K E40E

FHRERELE

Conyers Dill & Pearman

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda
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CORPORATE INFORMATION
A FEFR

LEGAL ADVISERS

ASTO PRC LAW

Jingtian & Gongcheng Attorneys At Law
34/F, Tower 3, China Central Place

77 Jianguo Road

Chaoyang District

Beijing 100025

The People’s Republic of China

AUDITOR

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

23/F, Tower 2, Enterprise Square Five
38 Wang Chiu Road

Kowloon Bay

Hong Kong

REGISTERED OFFICE
Clarendon House

2 Church Street
Hamilton HM 11
Bermuda

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Unit No. 2910-11, 29/F

Prosperity Millennia Plaza

No. 663 King's Road

Quarry Bay

Hong Kong

HEAD OFFICE IN THE PRC
No. 2199, Tuanjie Road
Tonghua County

Jilin Province

The People’s Republic of China

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE

MUFG Fund Services (Bermuda) Limited
4th Floor North, Cedar House

41 Cedar Avenue

Hamilton HM 12

Bermuda

BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE IN HONG KONG
Tricor Investor Services Limited

Level 54

Hopewell Centre

183 Queen’s Road East

Hong Kong

EEREE
EBEREEE
BRANBE BT
REE AR A

bl

gHEE

ERR775%

EZ P LIFE TIE34E
B 4100025

B ED

FREZESTMEEAERAA

MEGEED

BB

R IR B 385%
TEESE R 28232

= 3 S R
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

EARTELEME
BB

) 08

2 186635
AEEXTERES
29#2910-1N=E

FEARER
REEAREAME
EE%E)

i

B 45 1% 219955

TERODBFETRE

MUFG Fund Services (Bermuda) Limited
4th Floor North, Cedar House

41 Cedar Avenue
Hamilton, HM 12
Bermuda

EERODBFERITE

FEEFELARAA
B

2R KER1835%
AFME L
GAKE
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CORPORATE INFORMATION
A FEFR

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited
Bank of China Tower Branch

1 Garden Road

Hong Kong

Agriculture Bank of China
Tonghua County Branch

No. 679 Changzheng Road
Kuaidamao Town, Tonghua County
Jilin Province

The People’s Republic of China

INVESTOR RELATIONS CONSULTANT
Corporatelink Limited

5th Floor, Chung Nam Building

1 Lockhart Road

Wanchai, Hong Kong

COMPANY WEBSITE

http://www.tontine-wines.com.hk

(information on the website does not form part of
this annual report)

SHARE INFORMATION
Listing date: 19 November 2009
Stock name: Tontine Wines
Number of issued shares
as at 31 December 2021: 2,640,548,000 shares
Board lot: 2,000 shares

STOCK CODE
389

FINANCIAL YEAR-END DATE
31 December

FEAREIT
FEERT(FE)BRAA
PIRKEDTT

BB

A= PERL

FEEEIRTT
BILBZT
REE AR EAE
HME
BIEBRAREE
R 67958

BREEBERERD
EROCEMEBMERAR
BB BT

5% 7 19

MR K EBE

A T 48 vk
http://www.tontine-wines.com.hk

(ISR E ML IEARF RN — 7D )

tHHEES: ETAFE+— A+ B

G RPN

HE T -_—F+-_A=+—HWD T
f% 7 &8 : 2,640,548,0000%

FFEZFEN:2,0008%

B 1% 5%

389
BREEFKEH
+=-—A=+—8”
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CHAIRMAN’S STATEMENT
BVt

Dear shareholders,

After the turmoil in 2020, the Group's business steadily returned
to normal during the year under review, with both output and
sales of products recorded considerable growth when compared
to those of the previous year. In light of changes in the market
environment, the Group proactively adjusted its market strategies
to cater to consumption patterns of the new generation, and
intensified integration of its marketing effort with new media.
Judging from the performance of the Group during the year under
review, we found the Group's new operating strategies attaining its
initial results. On the other hand, the Mainland China managed to
effectively contain the pandemic during the year under review. The
domestic economy recovered steadily, and the consumer market
gradually picked up. The wine industry of the PRC is expecting
auspicious prospects.

Over the past few years, squeezed by imported wines, domestic
wine production continued to decline. In addition, changes
in domestic consumption scenarios also prompted structural
adjustments in the industry. In 2021, due to severe pandemic
situation in Europe and the United States, together with the impact
of natural disasters in wine-producing countries, both output and
exports of imported wines were hit. Australia, being the largest
importing country of wines to China, was subject to anti-dumping
sanctions by the State, resulting in further reduced the volume of
imported wines. The sharp decline in imported wines offered an
opportunity for domestic wines to expand their market share.

Due to the low entry barriers in the past, there is a variation in the
quality among domestic wines. After structural adjustment and
phasing out of the under-performed producers in these two years,
the industry witnessed a market concentration around leading
companies. There was a change in consumer attitudes towards
domestic wines. In particular, the young mainstream consumers
tend to pursue personalized products with high cost performance
and quality comparable to imported products.

B AL PRER

RET2020F B E 218 KEBEBRE
BEERFEBLIY EnELUNEEN
RIEFESSABRER MY MSRENE
2 SEEGHEMSRE DA MEAN
HERAMBH S L HANBBRELS -
HMBEFEEEXERBIREEMNNES
BERETHERENKR -Z— T HE BR
BREROBFRESIEREE KERIE
EOHBEMSEHOE PERGEETER
RO R EZEH RO BE L

BERF BABRBEEXINECDEHB
MEBFETH M BRBESSNE
BMERITELRGEBIEFAE - R2021F#
OB&EBRRNRESZHRBEMREL ML
EREXAANERE ELMBOBRE
TE RMNESBEANGEBEE -—NEODET
AERMREREBE SEOBEEHEE
— TR -ENBEBAEERCHERS
BEAERRENTSER -

BEBSEBITEARNBEAPIFIEE 7%
ARERFIENRR - EBEMFNER
MBS E R (TEBREPEEESR -
HEEHBREADBNRETNLRESE K
MIEFENBEEIRBAREREEBLES &
AN EMNERICER-

B E KRR A R AR | R 4R AE
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CHAIRMAN’S STATEMENT
BVt

Driven by recovery of the consumer market, the Group resumed a
positive performance, with growth in sales volume of all products.
Given the yearon-year doubling of sales revenue and the decline in
production costs and marketing expenditures, the Group returned
to profitability for the full year; and according to the figures, the
Group's business performance in the second half of the year
further improved from that of the first half.

In order to cater to new consumer market trends, more and more
wine companies are strengthening their online marketing channels.
During the year, the Group continued to explore new marketing
approaches and adopted such approaches as “live-broadcast
distribution” to “acquire customers online” on new media
platforms. The Group also stepped up its brand promotion efforts
on Internet social platforms to build awareness among mainstream
wine consumers. Replacing traditional advertising with new media
marketing achieved fruitful results for the Group during the year
under review. In the future, the Group will strengthen its online
marketing efforts and further leverage its advantages in digitization
transformation to seize new market opportunities.

Under the impact of the pandemic, health care wine is expected to
have a bright prospect. The Group promptly seized the opportunity
and launched a new ginseng wine product with health benefits
during the year. The product received enthusiastic market response
and recorded considerable sales revenue during the year under
review. Planning for continuous expansion of this series of
products, the Group acquired during the year under review, a
ginseng farmland with an area of 203,200 sq.m. in Tonghua through
the issuance of consideration shares. The acquisition serves to
ensure the supply of raw materials for ginseng wine and support
the Group's further development in ginseng wine business. The
share issuance allowed the Group to have the original ginseng
farmland holder, who has rich experience in ginseng planting,
become a substantial shareholder of the Company and participate
in the continued development of the Group in the future.

Following the Group's strategic cooperations with AntChain and
58 Youpin (5818 @), it further forged a partnership with Ji Yao Fang
Zhou last year to jointly develop medicated wine, and to utilise their
Internet platforms for digital marketing. The partnership signifies
an alliance between two giants to leverage on each others’ niches
and realise data sharing. The partnership would serve to provide
better quality products and more satisfying consumer experience
for customers.

FEHEMBEANTE [~ KEXEARRLE
MER SEMHEHRFSRER -BEHE
W A T8 L 13 38 A B A BE PR AN T 35 2 86 S i
TR £SExFXEERABLAR2 MAK
BFEARTHFENRBERAAR LY F
BE—FTWET-

RLEHIHEEMHBE  UREZEEHEB
CERELERLEHERE- SEFANEERR
FASHERA KA [EREFE] FHRAEH
BRYe [RLER] -KEFIMAEEHS
HRXFEENmEERNE EHEBER
HERPEVMBE UHEREHNKE
RESEE ROBFELSSENGEREN
R RKREBABGMAR EEHNE - EKX
B ENES EETSEHRE-

EEBEHNTZET REEEBEEEXNAEKRK
ES-EEBEILERE RERELESR
REBNENFHUALXBESR LT TmEHERE
HI WEAREBBEFESHESATEHEERA-
SEEARBEBREAERIERELRBE-RN
DEFE EEEABTRERDEAWE
MR EAC(EH1203,200F F KA ZRE AR
BFAZXBHNEMBHE ZHEEEHAL
BEHK - ESERGBEBRBEXNETRMHIIAR
BEEALEELEBRNRERAZERFEEAKAE
RN EERE ERAJUREERK
REFEER -

Al 52 [ B 95 9 98 6818 on R BUES & (F 1%
SEEFRKETHEREERH KR
HEAR YEMETBRB T amERTL
B BRBRRMA EBEM EAHA:
RISEN S HEERHEGENEREER
BERHE®BR-
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CHAIRMAN’S STATEMENT
BVt

It is expected that domestic wine market fragmentation will
intensify while the competitive landscape undergoing fundamental
changes. Brand effects and consumer experience will become the
key to market share expansion in the future. The Group will further
leverage the brand advantages of Tontine products to actively
explore different possibilities. The Group will expand its quality
customer base, develop personalized customized products and
create products that cater to the preferences of new consumer
groups, while maintaining product quality, enhancing brand
value, and exploring new opportunities for market development.
The Group will continue to explore new marketing approaches,
strengthen channel management, optimize brand awareness and
promotion efforts to consolidate its leading position in the industry.

The world is still under the impact of COVID-19 pandemic, with
the virus strains continuing their mutation. Certain countries have
relaxed their control measures over the pandemic, but such moves'’
effect on the overall livelihood and economy is still unpredictable.
Domestic pandemic containment measures have become a norm,
but there are still occasional small-scale outbreaks in individual
regions, and to certain extent cast uncertainty for consumption
momentum and people’s livelihood. In addition, international situation
and, intensified conflicts among countries on issues of politics,
economic development and territorial security, add further uncertainty
to the steady economic development. When planning for future
development, the Group has to keep the above factors in mind. We
must maintain a sound financial position and stay alert of changing
circumstances in order to effectively respond to market risks.

Wang Guangyuan
Chairman

22 March 2022

BHBAGEBETS OB ME BFEE
THRBAMEE Mm@ REREEER
SR SR RIESE TS0 BA R - R @
E—TREBREMREEDS BHBEERE
Zrggt-— T HEEHRAIMIEEERF
BORBEECENERARITEDSHE
HERBEUMER RBERIEREE
e mEEE AEHERRMIEE-KE
BEERRMELHEEN NBRREEE B
fEmE R REE RETEREA-

HMERBEDEERBERE RERTEHE
E-HHBERHEHRBOELE HEELHE
BREMKEOZEMARAEMN BAKR
B EEREKEE/L  BENBEDE B
BN RBERE HEBENREDENR —E
THBAREZ  WHN THBRRREHREEE -
BRzERBR REAERLLZE2ERE
TENE REEBERTERTREH -KE
RREIRRERE  TREH Ll A=iEAK
O o T AP9 6 78 M 455 AR R B B BUIR L M 3 B R
FUHR[/EE UERELHTHER -

ERE
T

—E-_F#=ZA-+—H
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2021 KEY EVENTS
TR AR R

SILVER

2021
—E-—F

Minus Nine Degrees e Tongtian White Ice
Wine 2016 (Vidal) won the silver medal in the
internationally renowned wine competition — IWSC
(International Wine and Spirit Competition) with a
high score of 90 points.

[ETNE e« BRXAKEEH2016 (B E) | AR
MEZEEBAE-IWSC (EEEEEEERZHAE)
LAQOD K (E4E JE SR 4% o

2021

—_—= = ﬂE

Snow Aromatic ® Organic Mountain Wine won
Gold Award at the Spring Edition of the 13th
International PAR Organic Wine Award (2021) with
an outstanding score of 93 points, which was the
highest score in the Gold Award Category in the
China region.

[EESBe AR ILAEE]| ARBHINE KBRS
BEMREERAE#REEHBEAREFFTE021)F

B2 RRES -

2021
—EZ—fF

The Group won the “Listed Company Award of

Excellence 2021" hosted by HKEJ, a Hong Kong-
based Chinese financial newspaper.

AEERERBEDXHEHERE (ERYEH
B) IMe [ Em AR SlA2021] -

oKW E M A IR A E | 22 AR
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2021 KEY EVENTS
TR AR R

2021
—_E-—F

Tontine Red Ice Wine - Yaaru Valley No.1

won the Silver medal, Premium wine of
2021 China Fine Wine Challenge, CFWC.

[B6 47 TR A 155 o AL /K5 & 8 | 582021+
HESHEOKBE (BEH)RE-

CFWC
2021 PEREHEERESE

RESK
—
e

@ik I
PEEARNERARASE
pttrny

2021
- —fF

Tontine White Ice Wine — Yaaru Valley No.1

won the Gold medal, Premium Wine of
2021 China Fine Wine Challenge, CFWC.

[BEART A A15R e A/KE & | 42720215

HESEEOKEE (BEB) %K.

CFWC
2021 PEEERETHLIE
()

B o]
e

wmc: I
PEEERHERARASE
arfE s
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MANAGEMENT DISCUSSION AND ANALYSIS

O BHL I vk v M o3 A

INDUSTRY OVERVIEW

According to the national output data of winemaking industry from
January to December 2021 of China Alcoholic Drinks Association
(P BB E), the total winemaking output of above-set-scale
enterprises in national winemaking industry was 54,068,500
kiloliters, representing a year-on-year increase of 3.95%.
Specifically, the output of wine was 268,000 kiloliters, representing
a year-on-year decrease of 29.08%." As pandemic containment
is becoming a norm of daily life, China's economy maintained its
growth momentum and the consumer market continued to recover.
We also saw gradual recovery of the domestic wine industry as
the market size rebounded slightly to RMB51.08 billion in 2021
after declining to RMB49.82 billion in 2020.2

During the year, Europe suffered from series of natural disasters
including frost, hail, drought, vine disease and wildfires, major
wine producing countries in the continent, such as France, lItaly
and Spain, had seen a decline in production. Meanwhile, the
prolonged global pandemic had led to continued blockage of the
shipping system, which in turn pushed up the shipping costs of
imported wine. The pandemic also triggered a tight supply of raw
materials for wine production, thus posing multiple pressures on
imported wines. There was a “reduction in both sales and volume”
in 2021, as imported wine was no longer highly sought after on the
market in recent years. According to data released by the General
Administration of Customs, China’s wine import volume from
January to December 2021 was 427 million tonnes, representing
a yearon-year decrease of 1.4%; and the import amount was
RMB10.974 billion, representing a yearon-year decrease of 13.1%.°

Following the decision by the Ministry of Commerce to impose
anti-dumping duties on wines originating in Australia from 28
March 2021, wine export from Australia to China suffered a hard
hit and recorded a sharp decline. According to the 2021 Australian
Wine Export Report released by Wine Australia, the export amount
of Australian wine to China (including Hong Kong and Macau) in
2021 fell by 81%.% Products from France, Chile and Spain seized a
portion of the market share originally taken by Australian wine and
became the top three source countries of imported wine.

https://mp.weixin.qg.com/s/zhWrOFMRQO7F7SGmgjAbDA
https://www.askci.com/news/chanye/20220221/1605561745288.shtml
https://www.chinabaogao.com/data/202201/568948.html
https://www.sohu.com/a/523698417_374874

W -

TERE
BERBREERE2021F1- 128 2 ABEEE
XESEE 2EBBTERABRULOE
TRk EEE 4 £5,406.858 T RItLiE R
3.95% - EfF B EEES26808 T
Bl L TB#29.08% ° ERIBEIEF LB
T AHAEEERSER HEEMSFERE-
2020F KB EBITEMSRETEEAR
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The abrupt shift in the imported wine landscape provided growth
opportunities for domestic wines, allowing domestic wines to
expand their share in the domestic market. With the building-up
of people’s self-confidence in domestic cultural, the popularity of
China-made products continues to enhance, leading to intensified
replacement of imported wine by domestic wine. The mainstream
consumption is shifting to young consumer group with more
open-minded consumption concepts. Meanwhile, the growth of
the emerging middle class has fueled strong purchases of wine,
created room for further growth of high-end wine products and led
to higher brand concentration.

FINANCIAL REVIEW

In 2021, with the COVID-19 pandemic in Mainland China being
effectively under control, the economic environment gradually
recovered. Driven by the recovery of the consumer market,
the Group's performance improved significantly during the year
under review. Riding on the recovery momentum of operating
performance in the first half of the year, the Group's business
performance in the second half further improved. As a result of a
sharp increase in sales revenue and continuous improvement in
operating efficiency, the Group resumed its profitability for the full
year.

For the year ended 31 December 2021, the Group recorded a
total revenue of RMB208,371,000, representing an increase of
approximately 93.1% over that of the previous year. Among which,
sweet wine and dry wine remained the major sources of sales
revenue, accounting for 75.3% of the total revenue of the Group.
The sales revenue of other wine products (including ice wine,
white wine and ginseng wine) increased by approximately 287.3%
year-on-year, and their share of revenue increased from 10.6% in
2020 to 21.2%.

During the year under review, the gross profit of the
Group amounted to RMB67395,000 (2020: gross loss of
RMB62,491,000). During the year, the Group achieved an overall
gross profit margin of 32.3% (2020: gross loss margin of 57.9%).

ENBEERRRE SEEFEEREREE
ZRERE REEFEENUEARER
mEAEDE -BEXLEERA BEH
EREAA-BEREAEREDEHEEN
BEOBAB-BEREI NDARENR F
EOHBRRE E’J}éi;%ﬁii/\?iﬂu%ﬁﬁﬂhﬁﬂf%ﬁqﬂ
ERGNBEAGHEEBREE HIE @ﬁ = U

BabEREEE—F LATR REES
ERFA-

Bt 7 B B8

2021 F BN T B R IERBEIEXRE
TSR EERSBE A -EEEMISME
MR T SEREBEFENEERERS -
Kt ZELFFELEEE Eiﬁ’]?ﬁg =]

TH+FEMEBKRRE—FPRA EHE
ARNBEA MEEASFERNSHE T
ERAEAER-

=

BE-_ZET-—F+-_A=t+—HILFEE &
B 8% 15 48 Uk 35 A R #208,371,0007T - BEF
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RBAZE212% °
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MANAGEMENT DISCUSSION AND ANALYSIS
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The following table shows the Group's gross profit/(loss), gross
profit/(loss) margin and comparison during the Year:

THRBHBFEALAREERN, () £
M/ (B)EREE:

Twelve months ended

31 December

BE+t-A=+t—-HLE+=@RA

Year-on-year

2021 2020 change

HEFEH

—E--F —T-TF 4

Overall gross profit/(loss) (RMB'000) mEER, (18) 67,395 (62,491) N/A T iE F
(AREFT)

Overall gross profit/(loss) margin BETH,(B)X 32.3% (57.9%) N/A T f

During the year under review, the total cost of sales of the Group
was RMB140,976,000, representing a year-on-year decrease of
17.3%, primarily because the Group had not made any provision for
impairment of inventories during the year under review, as opposed
to an amount of approximately RMB65,447,000 in 2020. The major
raw materials required for production of wine products of the
Group consist of grape, grape juice, yeast, additives and packaging
materials (which include bottles, bottle caps, labels, corks and
packaging boxes). During the Year, the cost of raw materials of the
Group was RMB111,742,000, representing a year-on-year decrease
of approximately 25.4%, which accounted for approximately 79.3%
of the total cost of sales of the Group.

The following table sets forth the breakdown of the costs required
for production by the Group for the twelve months ended 31
December 2021:

DEFEAN SEHEEXFAEFTAARE
140,976,0007C ' Atk TF&17.3% - EZ R
HER2020F £ EFEREMFIROARE
65,447000 MR BB EE AL ETIRE
BERE - SELEEFOEANEETERMEE
FEE &t BORAINE A LBER B
Z2 EZR BEAENBEESEOEME -FE
A EERERMEK A S ARK111,742,0007T
BILL TR 4925.4% (R B A4S ik A 4258
#)79.3% o

Twelve months ended

31 December

BZ+=-A=+—-HLE+=EA

Percentage of

2021 2020 Change
—E--F ZE=F EHEFL

(RMB’000) (RMB'000)

(AR%®T ) (AREFT)
Total cost of raw materials RV R A 4858 111,742 149,870 -25.4%
Production overheads EEHEER 5,062 7354 -31.2%
Consumption tax and other taxes HE N & E A 24,172 13,148 83.8%
Total cost of sales SHER ARG 140,976 170,372 -17.3%
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During the year under review, selling and distribution expenses
amounted to RMB15,812,000, representing a year-on-year
decrease of 50.9%. To cope with the market trends and the
habits of consumer groups, the Group refined its marketing
strategies by actively broadening its online marketing channels. In
particular, the Group enhanced its marketing efforts in a number
of popular new media platforms. On the other hand, the Group
reduced its advertising and marketing commitments in traditional
media significantly. During the year under review, advertising and
promotion expenses amounted to RMB2,058,000, representing a
year-on-year decrease of 88.2%.

With an increased revenue and resumption of gross profit, along
with decline in selling and distribution expenses and no need for
write-off on obsolete and slow moving inventories, the Group
delivered a total comprehensive income for the year attributable
to owners of the Company and non-controlling interests of
RMB17,216,000 during the year under review, representing a
turnaround from a loss in the previous year.

OPERATION REVIEW

The Group's business managed to seize the opportunity of recovery
amid resumption of economic activities, gradual recovering of
consumption power, and market gap generated from the sustained
decline in wine imports to Mainland China in 2021. As a leading
brand in the wine industry, during the year under review, the Group
adopted a marketing approach tailored to the new generation
consumers. The Group launched marketing videos on various
mobile platforms and engaged in live broadcast distribution, in an
effort to enhance market awareness of its products and brands in
a more cost-effective manner. The Group's marketing approach of
focusing on combination of online and offline initiatives resulted in
a deepened market penetration.

The abovementioned adjustment in strategy contributed to
significant reduction in the Group's marketing costs and effective
enhancement of its profitability. In addition, the Group's gross
profit margin returned to normal, and the Group realized a
turnaround from loss to profit as a result of recovery of wine
consumption, growth in its wine sales and decrease in production
costs.

Subsequent to its “digitization” in marketing, the Group has been
active in seeking strategic partners. During the year under review,
the Group entered into a strategic cooperation agreement with
Ji Yao Fang Zhou. Pursuant to the agreement, a joint venture has
been established to develop herbal wine, and to utilize the platform
of JiYao Fang Zhou for digital marketing.

DEFERN HEKIHERIAARE
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During the year under review, the Group began to see the
effectiveness of its strategic cooperation with AntChain and 58
Youpin (5818 f4). The Group endeavored to provide more and
better experience for consumers by leveraging on technologies. In
addition, the Group continued to build a diversified retail promotion
system to rejuvenate the marketing of its wine products.

Amidst the extraordinary situation caused by the pandemic, the
Group persistently explored and developed new products by
capturing opportunities brought along by the crisis. As consumers
became more concerned about their health, the Group developed
the ginseng wine with healthcare benefits catering to the market
demand for healthcare products, which was well received by
consumers and delivered buoyant sales performance.

In addition to the ginseng wine that went into mass production
in the first half of the year, the Group launched a total of 8 new
products throughout the Year, adding the total number of products
of the Group to 123 during the year under review.

As one of the “Top 10 Brands of Chinese Wine Industry”, the
Group is committed to producing high quality wine and maintaining
its market recognition. It had been awarded numerous honors in
international authoritative wine competitions. In May 2021, Tontine

Wines's “Minus Nine Degrees e Tongtian White Ice Wine 2016
(Vidal)" (BT NE « BRAKEEHE2016 (B ) won the silver

medal in the internationally renowned wine competition — IWSC
(International Wine and Spirit Competition) with a high score of
90 points. In June 2021, the Group's “Snow Aromatic ® Organic
Mountain Wine" E=HeH# ILIEEH) won a gold award
at the Spring Edltlon of the 13th International PAR Organic Wine
Award with a score of 93 points, the highest score in the Gold
Award Category in the China region, demonstrating the strength of
Chinese organic wine to the world. The outstanding achievements
of the Group in the industry were also recognized by the capital
market. In December 2021, the Group won the “Listed Company
Award of Excellence 2021" hosted by HKEJ, a Hong Kong-based
Chinese financial newspaper. The award was a recognition of the
comprehensive strength of the Group. In December 2021, Tontine
Wines's “Yalu River Valley No. 1 ¢ White Ice Wine” won the gold
medal, Premium Wine of 2021 China Fine Wine Challenge, CFWC.
Meanwhile, “Yalu River Valley No. 1 e Red Ice Wine"” won the
silver medal.

OUTPUT VOLUME AND SALES

For the year ended 31 December 2021, the output of all categories
of products manufactured by the two production bases of the
Group located in Tonghua, Jilin Province and Baiyanghe, Shandong,
reached a total of 6,922 tonnes. Among the total, 62.5% of the
wine products came from Tonghua production base and the output
volume increased significantly by 50.3% yearon-year. The output
of the Baiyanghe base also recorded a moderate year-on-year
increase.
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Production base and distribution network in 2021

2021 FEEE MR O HME

Mongolia
A <
Liaoning s
Beijing BE

Ji'an City, known
Hebei ¥ for the cultivation
Shanxi AL of mountain grapes

Xi " o
Qinghai % £&m o UEE
58 ¥ ILWEEHEE

Jiangsu
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Sichuan$ % Anhui

)l ) R . »Shanghai
V=

Jiangxi ¥ L
pNic)

Chongging %
= )/f\’:’\ Zhejiang ¥
¥
y

Yunnan# Fujian®

=5 Guangi ¥ 0 o
B

&

7
Notes:
Hrat -
North-East Region includes the Provinces of Heilongjiang, Jilin and Liaoning.
REBEBEREIE TMERESEE-
Northern Region includes the Provinces of Hebei, Shaanxi, Shanxi, Inner Mongolia
Autonomous Region, Ningxia Hui Autonomous Region, city of Beijing and city of Tianjin.
ELMBEAETILE RES LAEE ARHARR FEEOKREAR LR RRET-
Eastern Region includes the Provinces of Anhui, Fujian, Jiangsu, Jiangxi, Shandong, Zhejiang
and city of Shanghai.
ERWEAETHE BELE IHE IAE WRE - WIAkEET-
South-Central Region includes the Provinces of Guangdong, Hainan, Henan, Hubei and Hunan.
THEBEREERYS BEE UME Wita RNAEE -
South-West Region includes the Provinces of Qinghai, Sichuan, Yunnan, Guangxi Zhuang
Autonomous Region and city of Chongging.

EREBERETEE W& EM4 BOAKaEREEM-

w

6. Distribution Network.
7s Production Base.
EEEM -
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The Group mainly distributes its grape wine products to third-
party retailers through distributors, including supermarkets,
cigarette and liquor specialty stores, food and beverage outlets
such as restaurants and hotel restaurants. These distributors may
also sell and distribute products directly to end consumers and
other distributors. In 2021, the Group applied online and offline
global marketing, combining with traditional offline promotion
methods such as China Food and Drinks Fair (#,B®) and China
International Consumer Products Expo. While strengthening new
marketing scenarios built on new media platforms, the Group also
extensively apply social platforms to enhance product exposure.
Such measures contributed to the steady improvement in the
Group's revenue.

For the year ended 31 December 2021, the Group’s products were
sold through 90 distributors located in 19 provinces, one autonomous
region, and three direct-controlled municipalities in China.

e 19.3%

16.5% @

®12.39
07.5% ® 12.3%

@
26.8%

@ \orth-East Region Fiti:E
@ South-Central Region HEgithE

REGIONAL MARKET PERFORMANCE

During the year under review, driven by intensified development
of the market, the South-Central Region rose to become the
Group's largest market. During the year under review, the South-
Central Region recorded a revenue of RMB57,280,000, accounting
for 27.5% of the total revenue, representing an increase of 11
percentage points over that of the previous year.

The Eastern Region became the second largest market and a
mature wine market of the Group given that the economy and
culture are relatively well developed in the region, and its per
capita income and consumption power were among the top of
the country. During the year under review, the Group recorded a
total revenue of RMB55,800,000 in the Eastern Region market,
accounting for 26.8% of the total revenue.

15.5%
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The North-East Region, where the production base of Tonghua, Jilin
is located, benefited from the geographical advantage of steady
product supply. During the year under review, the region recorded
a revenue of RMB40,262,000, accounting for 19.3% of the total
revenue.

Sales revenue from the South-West Region was RMB29,336,000,
accounting for 14.1% of the total revenue. During the year under
review, the Northern Region market achieved a sales revenue of
RMB25,693,000, accounting for 12.3% of the total revenue.

BUSINESS INDICATOR REVIEW

INVENTORY TURNOVER DAYS

The inventory turnover days of the Group as at the end of the year
stood at approximately 553 days, a significant improvement as
compared to 829 days at the end of the interim period, reflecting
the Group's accelerated de-stocking of inventory in the second
half of the year. The Company had taken corresponding measures
to optimise its internal procedures to continuously reduce the
inventory turnover days.

TRADE RECEIVABLES TURNOVER DAYS

As at 31 December 2021, the trade receivables turnover days
of the Group stood at 162 days, and the trade receivables was
RMB118,741,000.

OPERATION ANALYSIS BY PRODUCT

The breakdown of revenue from different wine products of the
Group in 2021 and 2020 is set out below:

21.2%

3.5%@ ® 41.2%
@ Sweet wines @ Dry wines @ Brandy
HEEE LEEE Bt
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SWEET WINES

Sweet wine products accounted for the highest proportion of the
Group's output and sales. For the year ended 31 December 2021,
the Group's sales revenue from sweet wine products amounted
to RMB85,833,000, accounting for 41.2% of its total revenue. The
gross profit of the product was RMB23,992,000 (2020: gross loss
of RMB34,892,000), and the product’s gross profit margin was
28.0%.

DRY WINES

For the year ended 31 December 2021, the Group's sales revenue
from dry wine products amounted to RMB71,086,000, accounting
for 34.1% of the Group's total revenue. The gross profit of the
product was RMB27896,000 (2020: gross loss of RMB15,290,000),
and the product’s gross profit margin reached 39.2%.

BRANDY

For the year ended 31 December 2021, the Group's sales revenue
from brandy amounted to RMB7277000, accounting for 3.5% of
the Group's total revenue. The gross profit of the product was
RMB2,884,000 (2020: gross loss of RMB1,149,000), and the
product’s gross profit margin was 39.6%. The Group's “Apple-
type” brandy was well received by the market after its launch.

OTHER PRODUCTS

The Group's other wine products include high-end ice wines and
white wines (Yaaru Wine (% 8)) and the newly launched ginseng
wine products with healthcare benefits developed by the Company.
During the year under review, the sales revenue of other products
amounted to RMB44,175,000, accounting for 21.2% of the Group's
total revenue, representing an increase of 10.6 percentage points
over that of the previous year. The gross profit of other products
was RMB12,623,000 (2020: gross loss of RMB11,161,000), with a
gross profit margin of 28.6%. The Group’s newly launched ginseng
wine products recorded a sales volume of 68.4 tonnes during
the Year, with a sales revenue of RMB15,495,929, ranking the
first in terms of sales revenue among products under the “other
products” category.
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BUSINESS PROSPECTS

In 2021, Mainland China managed to put the pandemic under
control, and the country's economy continued to grow and
outperformed other economies of the world. In 2021, China's
gross domestic product (GDP) grew by 8.1% over that of the
previous year, and the economic growth rate ranked among the
best in the world’'s major economies.® However, the growth rate
of GDP in 2021 was characterized by a quarter-by-quarter decline,
implying downward pressure on the economy. In addition, the
CQOVID-19 pandemic continued to rage in most parts of the world,
disrupting global economic activities. There are still occasional
small scale outbreaks in China. The above constitute uncertainties
for the economic outlook of 2022.

According to data released by AskCl, wine production in China
had been declining over the past few years, from 1.137 million
kiloliters in 2016 to 268,000 kiloliters in 2021, the lowest level in
recent years. In 2021, the market size of domestic wine industry
was RMB51.08 billion, and the market size is expected to surge to
RMB58.72 billion in 2022.5

As a product originally introduced from foreign countries, imported
wine products have long been enjoying a market advantage, but
have been under certain pressure in recent years. In particular,
Australian wine products have been hit hard by the anti-dumping
duty policy and experienced a sharp decrease in its market share.
This brought opportunities for domestic wine products to capture
greater share of the market. Domestic wine products have won
numerous international awards, proofing that their quality is
comparable to international standards. With the popularity of
domestic wine brands further enhanced and a stronger recognition
of the Chinese culture, domestic products have been attracting
more Chinese consumers, and we witness a notable trend of
“domestic products” replacing “imported products”. More
domestic wine brands have begun to focus on creating wine
products with Chinese cultural characteristics.

5  http://www.stats.gov.cn/tjsj/sjjd/202201/t20220117_1826479.html
6  https://www.askci.com/news/chanye/20220221/1605561745288.shtml
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The pandemic has brought both challenges as well as opportunities
to the wine industry. Low-end brands are under greater pressure
of being eliminated, while the top players are growing stronger,
as consolidation of the industry accelerated. With accurate
assessment of the current situations and an understanding
of consumer behavior, the Group taps the market potential of
emerging products, and strives to maintain a leading position in
the industry amidst intense competition. The pandemic has drawn
attention to the “healthcare-oriented lifestyle economy”, while
the State strongly supports the construction and development
of the comprehensive healthcare industry. With improved health
consciousness among the general public in China, healthcare-
oriented wine may become a new trend in the industry. The Group
has taken an early move to launch ginseng wine products, taking
advantage of Tonghua's ginseng producing capacity. The new
product has received positive feedback from the market.

The Group has acquired a ginseng farmland in Tonghua with an area
of 203,200 sg.m. through the issuance of consideration shares
in November last year. The ginseng in the farmland has been
grown for two years. The farmland provides a stable and reliable
supply of raw materials for the Group's continued expansion in
production capacity of ginseng wine products. In addition, through
the acquisition through share issuance, the original owner of the
ginseng farmland who has rich experience in ginseng planting,
has become a substantial shareholder of the Company, and will
participate in the future development of the Group.

The Group is optimistic about the long-term development potential
of the healthcare wine market. Last year, the Group entered into
a strategic cooperation agreement with Ji Yao Fang Zhou. The two
parties will jointly develop herbal wine and promote the healthy
concept of “Happy Life and Nourish Health”. The Group has multi-
dimensional planning in the field of herbal wine and is ready for
further expansion.
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The market is becoming increasingly mature given a growing
middle class, stronger consumption power and more popular wine
consumption culture. The Group has promptly captured the changes
in consumption scenarios brought about by the pandemic, actively
constructed “online+ offline” three-dimensional consumption
scenarios in responding to the trend of rising proportion of
household consumption and self-drinking consumption, making
wine drinking more popular and family-oriented. With a thorough
understanding of the consumption characteristics of the younger
consumer groups, the Group fully explored the nature of new
cultures and new social platforms, to secure a “new consumer
group” that emphasizes self-expression, diversified aesthetics, and
diverse needs for customized wine brands under the new era and
new consumption pattern.

The Group will continue to deepen its digitization transformation
and strengthen the synergies generated by interaction with new
retail channels with the aid of technologies. In response to the
demand for quality and search for customised products from
the consumer groups in the wine market, the Group will further
leverage on the resource advantage of Tonghua production base
to enhance the development and marketing of its differentiated
products.

In light of the overall market environment and the operating
conditions of the Group, the business in the current year is
expected to achieve positive development. However, the domestic
economic development is still subject to the momentum of the
pandemic. The recent turbulent international political situations
have poised significant uncertainty for the global economy,
international trade and energy supply. The Group still needs to
maintain a prudent operating strategy and a healthy cash flow to
ensure its agile response to market changes.

In the post-pandemic era, with accelerated reshuffle of the wine
industry, it demands a player to focus on branding and increasing
brand value to attract mainstream consumer groups and to survive
severe competition. The Group will seize the opportunities in
the market, apply innovative approach in operation, continue to
optimize its management system, and enhance the value of a
premium brand, in order to maintain its leading position in the
industry.
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EXECUTIVE DIRECTORS

Mr. Wang Guangyuan ( E}3&) , aged 60, was appointed as our
executive Director on 8 September 2008. He is also the chairman
and a member of the nomination committee of our Board and
the chief executive officer of our Company. Mr. Wang is one of
the founding management team members of Tonghua Tongtian
Winery Co., Ltd* CB{LBRBHEAR AFR) ("Tonghua Tongtian”)
since its establishment in 2001. He is responsible for the overall
business strategy, development and management of our Group.
Prior to establishing our Group, from November 1986 to August
2000, he served with Tonhwa Winery Limited (GGB{t 8 &ER M B
FR/2 7)), a wine company currently listed on the Shanghai Stock
Exchange, and in September 1995, he was promoted as a deputy
general manager. Mr. Wang is currently a member of the People’s
Representative of Tonghua City 8th People’'s Congress (/T
NEAERHRKRAE)and a member of the Standing Committee of
Tonghua County 16th People's Congress (Bt & E+~E AR
REAXEKEXEZ), the Chairman of Tonghua County Industry
and Commerce Association (iB1L% TR %54 &) and the Vice-
Chairman of Jilin Chamber of Commerce (F#ME &) . Mr. Wang
was awarded as the “Outstanding Worker of Tonghua County
1996-2001" (1996-2001F i@ L % B)1E % ) by People’'s Government
of Tonghua County (@t A RBAT) in October 2002. He was
also conferred with the title of “Excellent Sales Manager” ({85 4
FE 44238 ) jointly by China Winery Industry Association Grape Wine
Sub-branch (F BIEEE T2 Hea E B €)and China Agriculture
Association Grape Sub-branch (FFEl 222 % & 52 ) in June 2006.
He was certified as a senior economist by the Ministry of Finance
of the PRC (HFZE AR HEMBE B BES) on 29 May 2003. Mr. Wang
obtained a bachelor's degree in business management from Jilin
University (F#AKE) in July 1993. Mr. Wang is the brother of Ms.
Wang Lijun, an executive Director of our Company.

Mr. Wang is beneficially interested in the 51% of the issued
share capital of Up Mount International Limited (“Up Mount”), a
substantial shareholder of our Company, and is also a director of
Up Mount.

Mr. Zhang Hebin (R FI#) , aged 61, was appointed as our
executive Director on 8 September 2008. He is one of the
founding management team members of Tonghua Tongtian since
its establishment in 2001. Prior to May 2011, he was primarily
responsible for sales, marketing and products promotion of our
Group. Since May 2011, he has assumed responsibility for and is in
charge of the merger and acquisition activities of our Group. Prior
to joining our Group, from April 1984 to August 2000, he worked
with Tonhwa Winery Limited (Bt B &ERHBERAE), a wine
company currently listed on the Shanghai Stock Exchange, and in
February 1986, he was promoted as a district sales manager. He
obtained a junior college diploma of economic management from
the Party School of Jilin Province Government ( & #%& Z E#) and
graduated in July 1991.
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EXECUTIVE DIRECTORS

Ms. Wang Lijun (EE#&), aged 54, was appointed as our
executive Director on 2 May 2017. She joined our Group in January
2010 as executive manager. In December 2010, she was promoted
to deputy general manager and is responsible for administration
and human resources matters of all the Company’s subsidiaries
in the PRC. Prior to joining our Company, from August 2006 to
September 2009, she worked in Dubon Property and Casualty
Insurance Company Limited Jilin branch (#8881 E R 5D AR A
Bl MDA 7)) as business general manager and was responsible
for business management. From July 1994 to August 2006, she
was the deputy general manager in China Pacific Life Insurance
Company Limited Tonghua branch (FR B KF ¥ AZRBHDER
N BBILH LA F]) and responsible for administration matters.
Ms. Wang graduated from Jilin Industry University (5 T # K £)
with a bachelor’s degree in accounting in July 1998. Ms. Wang is
the sister of Mr. Wang Guangyuan, the chairman of our Board, the
chief executive officer and an executive Director of our Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Cheng Vincent (E8% %) , aged 58, was appointed as our
independent non-executive Director on 17 November 2018. He is
also the chairman of the audit committee and the remuneration
committee of our Board. Dr. Cheng obtained a doctorate degree in
Business Administration from European University in Switzerland
in October 2016, a master's degree in Business Administration
from Deakin University in Australia (as a joint program of Deakin
University and CPA Australia) in May 2003 and a bachelor of arts
degree in Accountancy from the City University of Hong Kong
(formerly known as City Polytechnic of Hong Kong) in November
1993. Dr. Cheng was admitted as a fellow of CPA Australia in
December 2000, a fellow of The Hong Kong Chartered Governance
Institute in October 2000, a fellow of HKICPA in April 2008 and a
fellow of the Taxation Institute of Hong Kong in September 2010.
He was also recognised by the Taxation Institute of Hong Kong as
a Chartered Tax Adviser (CTA HK) in September 2010.
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Dr. Cheng Vincent has years of experience in the fields of finance
and accountancy. From December 1987 to September 2000,
Dr. Cheng was employed with a financial planning firm and was
promoted to chief accountant (Hong Kong) before he left. During
October 2000 to February 2002, Dr. Cheng had been a project
manager responsible for fund raising activities and relationship
management in a company in Australia which is principally engaged
in chemical and pharmaceutical business and was subsequently
listed on the Growth Enterprise Market (now known as GEM) of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
From May 2003 to July 2010, Dr. Cheng had joined Continental
Holdings Limited, a company engaged in consumer goods business
and listed on the main board of the Stock Exchange (stock code:
513), and had held various positions (including project manager,
head of finance and accounts department, company secretary
and qualified accountant) during his tenure of service. In January
2011, Dr. Cheng was appointed as the deputy finance director of
a multi-disciplinary architecture firm and is currently its finance
director.

Dr. Cheng had been the independent non-executive director of
Nanjing Sinolife United Company Limited (a company listed on
the main board of the Stock Exchange (stock code: 3332)) from
August 2013 to October 2018. He is currently an independent
non-executive director of Flying Financial Service Holdings Limited
(@ company listed on GEM of the Stock Exchange (stock code:
8030)).

Mr. Lai Chi Keung, Albert (2% ) , aged 60, was appointed as
our independent non-executive Director on 28 October 2009. He
is also the chairman of the nomination committee, as well as a
member of the audit committee and the remuneration committee
of our Board. Mr. Lai has over 30 years’ experience in the jewelry
industry. He had worked for and held key management positions
in various established jewelry companies, both listed and private,
in Hong Kong and overseas. Mr. Lai has rich experience in sales
management, marketing, distribution channel and resource
planning strategies.
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Mr. Yang Qiang (% #), aged 61, was appointed as our
independent non-executive Director on 15 January 2016. He is also
a member of the audit committee, the remuneration committee
and the nomination committee of our Board. Mr. Yang holds a
bachelor's degree in mechanical engineering from Beijing Institute
of Technology (dt R T K &) He is experienced in the wine
industry in the PRC and has been serving as the secretary of
the expert committee of the Grape and Fruit Wine of the China
National Food Industry Association (FERMRIEWpeRaa R R
HHERZEEE) for many years.

SENIOR MANAGEMENT

Mr. Wang Jun (E£E), aged 59, has been appointed as the chief
winemaker of our Company since 1 January 2017 Prior to joining
our Group, from August 1985 to January 2014, he served various
positions in Tonhwa Winery Limited CB{LBEEBERDER QA ,
a wine company currently listed on the Shanghai Stock Exchange,
including director of chief engineer’s office, director of research
office, head of technical division, director of research institute and
general manager. In 2014, Mr. Wang joined Hangzhou Oriental
Culture Tourism Group (FT/N R 7 XL B ik % & E ) as general
manager of one of its subsidiaries, Liaoning Northern Latitude 41
Degrees Wine Company Limited (EZELE41EBEBR A A) .
He has been a member of the China Alcoholic Drinks Association
(hEE%1 <), China Food Industry Association (MBI & & T
%1% &), Wine Expert Panel of National Wine Quality Inspection
Center (EIXBHBBERP LEEHBHZEXKA) and a national liquor
judge since 1997 Mr. Wang was appointed as an international
judge by Union Internationale des Oenologues ( BB 7 A B B3 )
in 2008, certified as the first batch of state level senior winemaker
(= M EEEE) and first-class sommelier (— & & EAT) in 2012, and
elected as a member of the First National Wine Brewing Standard
Technology Committee Grape Wine Sub-branch (& f& & B B E
ZEERITEESRHEBHE)in 2014. He graduated from Food
Science & Engineering of Dalian Institute of Light Industry (Ki#
T 2207 ) (currently known as Dalian Polytechnic University ( X
BT ¥KE)) with a college diploma of industrial fermentation in
August 1985.

*  For identification purposes only
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Ms. Zhao Dan (##3) , aged 42, is the chief financial officer and
the deputy general manager of our Company. She joined our
Group in September 2001 and was promoted to the position of
deputy general manager in December 2014. She was the chief
financial officer of our Group from December 2014 to December
2015, and was re-appointed as the chief financial officer of our
Group from July 2018. She is responsible for the financial and
accounting management of our Group. Ms. Zhao graduated from
Jilin University (F# X&) with a higher diploma in finance and
accounting in July 2000. She obtained her qualification of mid-level
accountant in May 2005.

Mr. Zhang Xuexin (582 %), aged 40, is a deputy general
manager of our Company. He joined our Group in December
2001 and is responsible for project management of the Group. In
December 2010, Mr. Zhang was promoted from project manager to
his current position. Mr. Zhang graduated from Jilin University (&
MK E) with a higher diploma in economics in July 2002.

Mr. Lou Hong Bin (#3%38) , aged 51, has joined the Company
since 2019 as our Investment and Financing Officer and has also
become Vice President of the Company since October 2021. During
1994 to 2003, Mr. Lou served as the assistant to general manager
of the fifth international trade division of Fujian Jiuzhou Group
Company Limited (BENLMNEERHERARBEEESAI) .
From 2004 to 2012, Mr. Lou served as the general manager of the
third international trade division of Fujian Chaoda Group Limited
(BRBAEEBERAFBEKRES =%). From 2013 to 2019, Mr.
LOU served as the investment and financing manager of Beijing
Zhongrun Guosheng Technology Limited (1t AP BB E R AR A
Al) . Mr. Lou graduated from Beijing Jiaotong University (1t R32 3@
K E) with a Bachelor’s degree majoring in International Trading.
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Mr. Tian Fu Yuan (H#&3E) , aged 59, has been appointed as the
vice-president of the Company's subsidiary, Tonghua Tongtian
Winery Co., Ltd. from December 2021, overseeing the Company'’s
joint strategic operation with Ji Yao Fang Zhou (Guangdong)
Technological Company Limited (2 54 (BR)EHAERA
A]) . He was the section chief of Bureau office research section
and deputy manager of public relations section at Liaoling Fushun
Mining Bureau (GEZHEEFE 7B ) from December 1980 till June
1990. He has been the vice chairman of labour union of Liaoling
Fushun Mining Bureau from July 1990 to November 2001. During
December 2001 to November 2013, Mr. Tian served as the general
manager of the Liaoling Fushun Center Subbranch of Taikang
Insurance Group Company Limited (ZFEASZRBEER S TR AE
EHEJEFR ST AE]) . From August 2014 till now, Mr. Tian served
as the general manager of the North-eastern Region and then the
chairman of the strategy execution committee of a high technology
company in the People’s Republic of China. Mr. Tian graduated
from CPC Liaoning Weidangxiao (A £ FEZEH X E /) with a
Bachelor’'s degree majoring in Business Administration.

Mr. Zhang Hansong (3R E#) , aged 38, was appointed as the
Company's Chief Strategic Officer from 21 January 2022. He has
worked in several large multinational group companies, experience
covers management consulting, investment analysis, strategic
management, and other fields. He has a strong industrial judgment
and communication skills with government departments with
forward-looking international vision and thinking. Mr. Zhang is
fully responsible for the Company's strategic planning, business
development, financing, and other work, and reports directly to the
Company's board of directors.

COMPANY SECRETARY

Ms. Chan Shuk Man, Lora (PR %) was appointed as the
Company secretary of the Company from 22 January 2021.
She obtained a bachelor's degree of Business Administration
in Accounting (Hon.) from the Coventry University and a MBA
(Banking) from the University of Stirling in the United Kingdom and
is a fellow member of the Hong Kong Institute of Certified Public
Accountants, Association of Chartered Certified Accountants, the
Taxation Institute of Hong Kong and a Chartered Tax Adviser (Hong
Kong). She has over 25 years of experience in auditing, accounting,
banking and financial management.
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The board of directors (the “Board” or the “Directors”) is pleased
to present the Directors’ Report together with the annual report
(the “Annual Report”) and the audited financial statements
of China Tontine Wines Group Limited (the “Company”) and
its subsidiaries (collectively the “Group”) for the year ended
31 December 2021 (the “Year").

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group continue to be the production and sales
of grape wine in the mainland China. Revenue and contribution
to operating profit are mainly derived from activities carried out
in the mainland China. Particulars of the principal activities of the
Company's principal subsidiaries are set out in note 37 to the
consolidated financial statements.

RESULTS AND DIVIDEND

The Group's profit for the year ended 31 December 2021 and
the state of affairs of the Group at that date are set out in the
consolidated financial statements on pages 104 to 172.

The Directors do not recommend the payment of any final dividend
to shareholders of the Company for the year ended 31 December
2021 (2020: Nil).

PROPERTY, PLANT AND EQUIPMENT

During the Year, an increase of approximately RMB11,362,000
in property, plant and equipment was mainly for the expansion
and enhancement of the Group's production capability. Details
of movements in property, plant and equipment of the Group
during the Year are set out in note 17 to the consolidated financial
statements.

SHARE CAPITAL

Details of movements in the Company's share capital during
the Year are set out in note 29 to the consolidated financial
statements and in the consolidated statement of changes in equity
respectively.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S
LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company's listed securities during the
Year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's bye-laws or the laws of Bermuda, which would oblige
the Company to offer new Shares on a pro-rata basis to its existing
shareholders.
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SHARE OPTION SCHEMES

The Company’s share option scheme (the “2009 Share Option
Scheme”) adopted on 19 November 2009 was terminated on 10
May 2019 upon the adoption of a new share option scheme (the
“2019 Share Option Scheme”) by the Company's shareholders at
the annual general meeting held on 10 May 2019, which enables
the Company to offer to grant options to subscribe for ordinary
shares (the “Shares”) of HK$0.01 each in the Company.

Consequent upon its termination, no further options can be
granted under the 2009 Share Option Scheme but the subsisting
options granted prior to its termination will continue to be valid
and exercisable subject to and in accordance with the terms on
which they were granted, the provisions of the 2009 Share Option
Scheme and the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”).

The following is a summary of the 2009 Share Option Scheme and
the 2019 Share Option Scheme (collectively the “Share Option
Schemes”) disclosed in accordance with the Listing Rules.

2009 SHARE OPTION SCHEME
The principal terms of the 2009 Share Option Scheme are
summarised below.

(i) The purpose of the 2009 Share Option Scheme is to provide
incentive for selected participants to work with commitment
towards enhancing the value of the Company and the Shares
for the benefit of the Company and its shareholders as a
whole and to retain and attract persons whose contributions
are or may be beneficial to the growth and development of
the Group.

(ii) Eligible participants of the 2009 Share Option Scheme
include any employee, non-executive Directors (including
independent non-executive Directors), customer or
supplier of goods or services to any member of the Group,
shareholders of any member of the Group, consultant,
adviser, contractor, business partner or service provider.

(iii) The total number of Shares which may be issued upon
exercise of all options to be granted under the 2009 Share
Option Scheme and any other share option scheme of the
Group shall not in aggregate exceed 201,301,800 Shares,
representing 10% of the Shares in issue of the Company
on 19 November 2009 (the “2009 General Scheme Limit").
Subject to the requirements of the Listing Rules and before
its termination, the 2009 General Scheme Limit could be
renewed with prior shareholders’ approval.
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(iv)

(vi)

(vii)

(viii)

The maximum number of Shares which may be issued upon
the exercise of all outstanding options granted and yet to
be exercised under the 2009 Share Option Scheme and
any other share option schemes of the Group, must not, in
aggregate, exceed 30% of the issued share capital of the
Company from time to time.

Unless approved by shareholders in a general meeting, the
total number of Shares issued and which may fall to be
issued upon exercise of all options granted to any eligible
participant under the 2009 Share Option Scheme and any
other share option schemes of the Group in the 12-month
period up to and including such further grant must not
exceed 1% of the issued share capital of the Company for
the time being.

Any grant of options under the 2009 Share Option Scheme
to a Director, chief executive or substantial shareholder of
the Company or any of their respective associates must
be approved by the independent non-executive Directors
(excluding any independent non-executive Director who
is the grantee of the options). In addition, any grant to a
substantial shareholder of the Company or an independent
non-executive Director or any of their respective associates
in excess of 0.1% of the Shares in issue or with an
aggregate value (based on the closing price of the Shares at
the date of each grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval of
the Company in a general meeting.

An option may be accepted by a participant within 21 days
from the date of the offer of grant of the option. A nominal
consideration of HK$1 is payable on acceptance of the offer
of grant of an option.

An option may be exercised in accordance with the terms of
the 2009 Share Option Scheme at any time during a period
(which may not expire later than 10 years from the date of
the grant) to be determined and notified by the Directors to
each grantee.

The subscription price per Share under the 2009 Share
Option Scheme will be a price determined by the Directors,
but shall not be less than the highest of (1) the closing
price of the Shares as stated in the Stock Exchange's
daily quotations sheet on the date of offer of grant; (2) the
average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five trading days
immediately preceding the date of grant; and (3) the nominal
value of a Share.
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(iv)
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(vii)

(viii)
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(xi)

On 10
meetin
Schem

During

Unless otherwise determined by the Directors and stated in
the offer of the grant of option(s) to an eligible participant,
there is no minimum period required under the 2009 Share
Option Scheme for the holding of an option before it can be
exercised.

Subject to the early termination by an ordinary resolution
in general meeting of shareholders, the 2009 Share Option
Scheme shall be valid and effective for a period of 10 years
commencing on the date of adoption, after which period no
further options shall be granted but the provisions of the
2009 Share Option Scheme shall remain in full force and
effect in all other respects.

May 2019, the shareholders approved at the annual general
g of the Company the termination of the 2009 Share Option
e.

the Year, the movements in the Company’s options granted

under the 2009 Share Option Scheme were as follows:

(xi)
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Number of options

BREZE
Outstanding Outstanding
Closing price as at Granted Exercised Cancelled Lapsed as at
Category of Exercisable  Exercise price  per Share on 1 January during during during during 31 December
grantees Date of grant  Vesting date  period per Share  date of grant 2021 the Year the Year the Year the Year 2021
R=%B=-% R=B=-%
REHAH -A-H tZB=t-A
ARAER BHBH BERY il BROTEE WERUTE HATR  FEARE  FERTE  FEAEE  FERXM MR
(dd/mmpyyyy) — (ddimmiyyyy)  (ddfmmiyyyy) HKS HKS
(B/R/%) (B/R/%) (B/R/%) AT AT
A director 09/05/2016 09/05/2016 09/05/2016 - 0.263 0.255 16,550,000 - - - 16,550,000 -
—£%% 08/05/2021
Employees 09/05/2016 09/05/2016 09/05/2016 - 0.263 0.255 49,650,000 - - - 49,650,000 -
&8 08/05/2021
Total 66,200,000 - - - 66,200,000 -
@it
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2019 SHARE OPTION SCHEME —E-NFERETE

The principal terms of the 2019 Share Option Scheme are Z—T—

summarised below.

(i) The purpose of the 2019 Share Option Scheme is to enable (i)
the Company to grant options to subscribe for Shares to
eligible participants (as stated below) to recognize and
reward them, or as incentives for retaining them, for their
contribution or potential contribution to the Group for its
long-term growth and development.

(ii) Eligible participants of the 2019 Share Option Scheme (i)
include: (a) any employee (whether full time or part
time, including any executive director but excluding
any non-executive director) of the Company, any of its
subsidiaries, or any entity (the “Invested Entity”) in which
any member of the Group holds any equity interest;
(b) any non-executive directors (including independent
non-executive directors) of the Company, any of its
subsidiaries or any Invested Entity; (c) any supplier of goods
or services to any member of the Group or any Invested
Entity; (d) any customer of the Group or any Invested Entity;
(e) any person or entity that provides research, development
or other technological support to the Group or any Invested
Entity; (f) any shareholder of any member of the Group or
any Invested Entity or any holder of any securities issued
by any member of the Group or any Invested Entity; (g) any
adviser (professional or otherwise) or consultant to any area
of business or business development of any member of
the Group or any Invested Entity; and (h) any other group
or classes of participants who have contributed or may
contribute by way of joint venture, business alliance or other
business arrangement to the development and growth of
the Group, and, for the purposes of the 2019 Share Option
Scheme, the offer for the grant of option(s) may be made
to any company wholly owned by one or more persons
belonging to any of the above classes of participants.

(iii) The total number of Shares which may be issued upon ({iii)
exercise of all options to be granted under the 2019 Share
Option Scheme and any other share option scheme of the
Group must not in aggregate exceed 201,301,800 Shares,
representing 10% of the Shares in issue of the Company
as at the date of passing the relevant resolution adopting
the 2019 Share Option Scheme (the “2019 General Scheme
Limit"). Subject to the requirements of the Listing Rules,
the 2019 General Scheme Limit may be renewed with prior
shareholders’ approval.
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(iv)

(vi)

(vii)

(viii)

The maximum number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the 2019 Share Option Scheme and any
other share option scheme adopted by the Group must not
in aggregate exceed 30% of the Shares in issue from time
to time.

Unless approved by shareholders in a general meeting, the
total number of Shares issued and which may fall to be
issued upon exercise of all options granted to any eligible
participant under the 2019 Share Option Scheme and any
other share option scheme(s) of the Group in the 12-month
period up to and including such further grant must not
exceed 1% of the issued share capital of the Company for
the time being.

Any grant of options under the 2019 Share Option Scheme
to a Director, chief executive or substantial shareholder of
the Company or any of their respective associates must
be approved by the independent non-executive Directors
(excluding any independent non-executive Director who
is the grantee of the options). In addition, any grant to a
substantial shareholder of the Company or an independent
non-executive Director or any of their respective associates
in excess of 0.1% of the Shares in issue or with an
aggregate value (based on the closing price of the Shares at
the date of each grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval of
the Company in a general meeting.

An option may be accepted by an eligible participant within
21 days from the date of the offer of grant of the option. A
nominal consideration of HK$1 is payable on acceptance of
the offer of grant of an option.

An option may be exercised in accordance with the terms of
the 2019 Share Option Scheme at any time during a period
(which may not expire later than 10 years from the date of
the grant) to be determined and notified by the Directors to
each grantee.

The subscription price per Share under the 2019 Share
Option Scheme will be a price determined by the Directors,
but shall not be less than the highest of (i) the closing price
of Shares as stated in the Stock Exchange’s daily quotations
sheet on the date of the offer for grant (which must be a
business day); (i) the average closing price of Shares as
stated in the Stock Exchange's daily quotations sheet for
the five business days immediately preceding the date of
the offer for the grant; and (iii) the nominal value of a Share.
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(xi)

Unless otherwise determined by the Directors and stated in
the offer of the grant of option(s) to an eligible participant,
there is no minimum period required under the 2019 Share
Option Scheme for the holding of an option before it can be
exercised.

Subject to the early termination by an ordinary resolution
in general meeting of shareholders, the 2019 Share Option
Scheme shall be valid and effective for a period of 10 years
commencing on the date of adoption (that is, until 9 May
2029), after which period no further options shall be granted

(xi)
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but the provisions of the 2019 Share Option Scheme shall THE-—SPREBERE BZ2Z—1
remain in full force and effect in all other respects. FEREFINEXEMBEREMAE
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During the Year, the movements in the options granted by the EER AQXTRE T - N FBRETZ
Company under the 2019 Share Option Scheme were as follows: REWERENESIOT
Number of options
BRELR
Outstanding Outstanding
Closing price as at Granted Exercised Cancelled Lapsed as at
Category of Exercisable  Exercise price  per Share on 1 January during during during during 31 December
grantees Date of grant  Vesting date period per Share  date of grant 2021 the Year the Year the Year the Year 2021
R=B=-%
RZZ=-% 1tz
RELBHH -A-H =t+-H
RBEAER BB BEAH il BRAEE  BRUTE WATE  FERRE  FERTR  FEAHE  FEAXY HATE
(dd/mmyyyy)  (dd/mmiyyyy)  (ddimmiyyyy) HKS HKS
(B/R/%) (B/B/%) (B/R/%) AT AT
Directors 21/09/2021 23/09/2021  23/09/2021 - 0.1 0.089 - 40,000,000 - - - 40,000,000
EZ 22/09/2022
Employees 21/09/2021 23/09/2021  23/09/2021 - 0.1 0.089 - 160,000,000 - - - 160,000,000
&8 22/09/2022
Total - 200,000,000 - - - 200,000,000
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The total number of Shares available for issue upon exercise of
all outstanding options already granted under the share option
schemes disclosed above is 200,000,000 (2009 Share Option
Scheme: Nil Shares and 2019 Share Option Scheme: 200,000,000
Share), representing approximately 7.57% of the total number of
Shares in issue of the Company as at 31 December 2021.

The maximum number of Shares available for issue upon exercise
of options not yet granted under the share option schemes
disclosed above is 1,301,800 Shares (2009 Share Option Scheme:
Nil Share and 2019 Share Option Scheme: 1,301,800 Shares),
representing approximately 0.049% of the total number of Shares
in issue of the Company as at 31 December 2021.

Options granted under the Company’s share option schemes were
recognized as expenses of the Company in accordance with the
accounting policy as set out in note 30 to the audited consolidated
financial statements. The determination of the fair value of the
options is set out in note 30 to the audited consolidated financial
statements.

RESERVES

Details of movements in the reserves of the Group during the Year
are set out in the consolidated statement of changes in equity on
page 107

As at 31 December 2021, the Company's reserves available for
distribution amounted to approximately RMB110,932,000 (2020:
RMB77,669,000).

SUMMARY FINANCIAL INFORMATION

A summary of the published results containing information on the
Group's assets and liabilities for the last five financial years is set
out on pages 2 and 4. The summary does not form part of the
consolidated financial statements.

DIRECTORS
The Directors comprising the Board during the Year and up to the
date of the Annual Report were:

EXECUTIVE DIRECTORS:

Mr. Wang Guangyuan (Chairman and chief executive officer)
Mr. Zhang Hebin

Ms. Wang Lijun

INDEPENDENT NON-EXECUTIVE DIRECTORS:
Dr. Cheng Vincent

Mr. Lai Chi Keung, Albert

Mr. Yang Qiang
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The Company's bye-laws provide that, at each annual general
meeting, one-third of the Directors for the time being, or, if their
number is not three or a multiple of three, then the number
nearest to but not less than one-third, shall retire from office by
rotation provided that every Director shall be subject to retirement
at least once every three years. Further, any Director appointed by
the Board to fill a casual vacancy or as an addition to the existing
Board will hold office until the next following general meeting of
the Company (in the case of filling a casual vacancy) or until the
next following annual general meeting of the Company (in the
case of an addition to the existing Board), unless re-elected by the
shareholders. A retiring Director shall be eligible for re-election and
shall continue to act as a Director throughout the meeting at which
he/she retires. Every Director is therefore subject himself/herself
to the absolute and free choice of the shareholders for re-election
at the annual general meetings.

The Board comprises three independent non-executive Directors,
representing more than one-third of the Board. The independent
non-executive Directors play an important role on formulating the
Group’s objectives and strategies and ensuring that the Board
maintains high standard of corporate governance. The Company
has received annual confirmations of independence from Dr. Cheng
Vincent, Mr. Lai Chi Keung, Albert, and Mr. Yang Qiang pursuant to
Rule 3.13 of the Listing Rules. The Company considered all of its
independent non-executive Directors were independent during the
Year and as at the date of the Annual Report.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of
the Group are set out on pages 25 to 30 of the Annual Report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors had a service contract with the Company or
any of its subsidiaries which is not determinable by the Company
within one year without payment of compensation, other than
statutory compensation.

RELATED PARTY TRANSACTIONS

None of the “Related Party Transactions” as disclosed in note 36
to the consolidated financial statements for the Year constituted
discloseable non-exempted connected transaction or non-exempted
continuing connected transaction under the Listing Rules.

MANAGEMENT CONTRACT

No contract, other than employment contracts, concerning the
management and administration of the whole or any substantial
part of the business of the Company was entered into or existed
during the Year.
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DIRECTORS’ AND/OR CHIEF EXECUTIVE'S INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 31 December 2021, the interests and short positions of
the Directors and/or the chief executives of the Company in the
shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) (the “SFO") as recorded in the register kept by
the Company pursuant to Section 352 of the SFO or as otherwise
notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers set out in
appendix 10 to the Listing Rules were as follows:

(1) LONG POSITION IN ORDINARY SHARES (THE

BEER RETETBAERELARME
BEENESFNER

R-E-_—F+_A=+—B ARFESE
N,/ EBITIRA B RARA 7] sk E T (A 48 Bt
EB(FEREBLENEZLSLEE
&6 ([BH RS G ]) BEXVEL) B RMD -
RO EET  BEELRARRIRIE
BAMHEIEG FEINETEE N LMeysE
ZhKE HBE LTRSS TAHE LT
BEOTAESETEARIWIZESTAEMNS
AR REBBEXIBRAR ([B
Frl)eERS MRB T

(1) FAFSREENETHEER

“SHARES"”) OF HK$0.01 EACH IN THE COMPANY (Tk#®Bl) z2FE
Name of Group Approximate
member/associated Capacity/Nature of Number of percentage of
Name of Director corporation interest Shares held shareholding
rEBMRELT
BEsp BB EZEER 53/ ERHE FrEROEEB BMARET S
(Note 1) (Note 3)
(Biiz1) (H1it3)
Mr. Wang Guangyuan The Company Interest of a controlled 495,178,720 18.75%
THERE ZN/NE| corporation Shares (L)
XEGEBER (Note 2)
% B 1 (L)
(Htit2)
Notes: Hiat:
(1) The letter “L" denotes long position in the Shares. (1) [LIRERDBFE -
(2) These Shares are registered in the name of and beneficially owned (2) ZERNMUEZBEBERAR([ER

by Up Mount International Limited (“Up Mount”), a company
incorporated in the British Virgin Islands (the “BVI”) and whose
issued share capital is owned by Mr. Wang Guangyuan (51%) and
Sky Source International Investments Limited (49%).

(3) The percentage of shareholding is calculated on the basis of
2,640,548,000 Shares in issue as at 31 December 2021.

HEE)NEEERTHEERES - &
SEBRARRBERHES ((EBEX
HEEMKRIMAR HBEETRA
AEXEEERKRERIEESRAR
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DIRECTORS’ AND/OR CHIEF EXECUTIVE'S INTERESTS
IN THE SECURITIES OF THE COMPANY AND

ASSOCIATED CORPORATIONS
(2) INTERESTS IN SHARE OPTIONS OF THE COMPANY

BEER RETETBAERELARME
BEENESFNER

(2) REQAVBEREzER

Exercise price

Number of
underlying
Shares subject
to outstanding

Approximate
percentage of

Name of Director Date of grant Exercisable period (HK$) options shareholding
BREKRTHE
TEE BREN R
EEpE RHBH T (Ex) HERGEAE Bk
(Note)
(Hizt)
Mr. Zhang Hebin 21/09/2021 23/09/2021 - HK$0.10 20,000,000 0.76%
R A AL & 22/09/2022 0.10/8 7T
Ms. Wang Li Jun 21/09/2021 23/09/2021 - HK$0.10 20,000,000 0.76%
IBEXL 22/09/2022 0.10%7T
Note: Hit:

BEESDEBRN - —F+_A=+—
A 2 %172,640,5648,0000% f% 0 H) E 5+ & o

BEXFEBEN R-FE-—F+= 5
S+-B ARAEEFREETRARM
AR D AR MAEEE (T8 2B
T 055 166 01 XV AR ) #0015 + 48 B0 1R 15 o 1B
o o o 1 TR 2 R M R R
MRS SAR -

The percentage of shareholding is calculated on the basis of 2,640,548,000
Shares in issue as at 31 December 2021.

Save as disclosed above, none of the Directors or the chief
executive of the Company had or were deemed under the SFO
to have any interests or short positions in the shares, underlying
shares in or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as at 31
December 2021.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY

As at 31 December 2021, so far as is known to any Directors or
chief executives of the Company, the following parties, other than
Directors or chief executives of the Company, 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, as being
directly or indirectly interested or deemed to be interested in 5%
or more of the issued share capital of the Company:

Capacity/Nature of

FERRRADARSFNER

RZEZ—F+-—A=+—H BEHANES
RARBFBITHRAERA REAQARIE
FH R EEPIE336ETFE M E LMD
SFITHEARALNE BEENEERB KR
RBBERRNFEETRAS%H A R
AT (BEEHARREETHRABRIN N
T

Approximate

Number of percentage of

Name interest Shares held issued Shares
HoRITRG

BB HE B HEEHEE iAo A BHaEs
(Note 1) (Note 5)
(Kyat1) (Bt7#5)

Up Mount International Limited (Note 2) Beneficial owner 495,178,720 18.75%

FAERER AR (#i72) EmfEAA

Ms. Zhang Min (Note 3) Interest of spouse 495,178,720 18.75%

Rt (HiE3) fic (B 4 2

Bon Voyage Development Limited (Note 4) Benef\icial owner 400,000,000 15.15%

Bz RBR AR (Hit4) EmfEAA

Mr. Yu Xinxin Beneficial owner 177,530,000 6.72%

For&ELsE BB A

Mr. Yan Shaohua Beneficial owner 237,582,000 9.00%

SBELE EmfEAA

Notes: Biat -

1 The Letter “L" denotes long position in the Shares. (1 [LIRKRBROBGTE -

(2) Up Mount International Limited is a company incorporated in the BVI, and  (2) FRBBERARA-RNEBE XS EM

is beneficially owned by Mr. Wang Guangyuan (51%), the chairman, an
executive Director and the chief executive officer of the Company and Sky
Source International Investments Limited (49%).

(3) Ms. Zhang Min is the spouse of Mr. Wang Guangyuan and is therefore
deemed to be interested in all the Shares held by Mr. Wang Guangyuan
(through Up Mount International Limited) by virtue of the SFO.

(4) Bon Voyage Development Limited is a company incorporated in the BVI.

(5) The percentage of shareholding is calculated on the basis of 2,640,548,000
Shares in issue as at 31 December 2021.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as the options granted under the Company’s share option
scheme(s) disclosed above, at no time during the Year was the
Company or any of its subsidiaries a party to any arrangement
to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.
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RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund scheme under
the Mandatory Provident Fund Schemes Ordinance (Chapter 485 of
the Laws of Hong Kong) for its qualifying employees in Hong Kong
and state-managed retirement benefit schemes operated by the
government of the People’s Republic of China for the employees
of the Company's subsidiaries established in the People’s Republic
of China. As at 31 December 2021, there was no forfeited
contribution receivable for reduction of future contribution (2020:
Nil).

INTERESTS IN CONTRACTS

No transaction, arrangement or contract of significance in relation
to the business of the Group or the provision of services to the
Group to which any controlling shareholder of the Company or any
of its subsidiaries was a party, or in which a Director or an entity
connected with a Director had a material interest, whether directly
or indirectly, subsisted at the end of the Year or at any time during
the Year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the Year and up to the date of the Annual Report, no
Directors were considered to have interests in a business which
competes or is likely to compete, either directly or indirectly, with
the businesses of the Group.

REMUNERATION POLICY, EMPLOYMENT BENEFITS AND
SHARE OPTION SCHEME

Quality and dedicated staff are our most important assets and
are indispensable to our success in the competitive market. As
part of our corporate culture, we strive to ensure a strong team
spirit among our employees for them to contribute towards our
corporate objectives. In achieving the goal, we offer competitive
remuneration packages commensurate with the industry
level and provide various fringe benefits, including trainings,
medical, insurance coverage as well as retirement benefits to
the employees in Hong Kong and in China. The Company has
also adopted share option scheme with the primary purpose of
motivating employees of the Group to optimize their contributions
to the Group and to reward them for their performance and
dedications. Employees are encouraged to enroll in external
professional and technical seminars, and other training programs
and courses to update their technical knowledge and skills,
enhance their market awareness and improve their business
acumen. The Group reviews its human resources and remuneration
policies periodically with reference to local legislation, market
conditions, industry practice and assessment of the performance
of the Group and individual employees (including Directors).

As at 31 December 2021, the Group employed a work force of 324
(including Directors) in Hong Kong and in China (2020: a work force
of 370). The total salaries and related costs (including the Directors’
fee) for the Year amounted to approximately RMB23,423,000 (2020:
RMB16,943,000).
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MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group's five largest customers and
purchases from the Group's five largest suppliers accounted for
around 30.7% and 77.8% of the total sales and purchases of the
Group respectively. The Group's largest customer and supplier
accounted for around 6.62% and 50.63% of the total sales and
purchases of the Group for the Year respectively. For the vyear
ended 31 December 2021, none of the Directors or any of their
close associates or any shareholders of the Company which, to
the best knowledge of the Directors, owned more than 5% of the
Company's issued share capital, had any beneficial interest in the
Group's five largest customers and suppliers.

AUDIT COMMITTEE

The Board has established its audit committee (the “Audit
Committee”) which comprises all the independent non-executive
Directors (namely, Dr. Cheng Vincent, Mr. Lai Chi Keung, Albert,
and Mr. Yang Qiang).

The Audit Committee had reviewed the accounting principles,
accounting standards and methods adopted by the Company
together with the management, discussed the matters concerning
the Group's risk management and internal controls systems, as
well as reviewed the Group's audited annual results for the Year.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company had
maintained the prescribed public float as required under the Listing
Rules during the Year and up to the date of the Annual Report.

DIRECTORS’' INDEMNITIES

Pursuant to the Company’s bye-laws, every Director, secretary and
other officers of the Company shall be indemnified and secured
harmless out of the assets of the Company from and against all
actions, costs, charges, losses or other liabilities (to the extent
allowed by the Companies Act 1981 of Bermuda (as amended))
which they or any of them may incur or sustain by reason of any
act done, concurred in or omitted in or about the execution of their
duties in respect of their respective offices or otherwise in relation
thereto. The Company has arranged appropriate directors’ and
officers’ liability insurance coverage to indemnify the Directors and
officers of the Group, and such indemnity was in force during the
year ended 31 December 2021 and remain effective as at the date
of the Annual Report.
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ENVIRONMENTAL PROTECTION AND LEGAL
COMPLIANCE

The Company is committed to protecting the environment where
it operates and ensuring that it complies with the environmental
protection standards applicable to the Group and its business
operation from time to time.

During the Year and to the best of our Directors’ knowledge,
the Group had obtained the required permits and environmental
approvals for its business and production facilities, and had
complied with such laws, rules and regulations that have a
significant impact on the Group, its business and operations.

Please refer to the Environmental, Social and Governance Report
contained in the Annual Report for further information on the
work done and efforts made by the Company on environmental
protection, legal compliance and other aspects for the sustainable
growth and development of the business of the Group.

RELATIONSHIPS WITH BUSINESS PARTNERS AND
CUSTOMERS

We value our relationships, and have been maintaining good
relationships, with our business partners (including farmers,
suppliers and distributors), customers and the employees of the
Group. We believe that building long-term beneficial relationships
with each of them is of paramount importance to establish
mutual trust, loyalty and business development, and on which the
Company's success and sustainability depend.

AUDITOR

DETAILS OF CHANGE IN AUDITORS IN THE PRECEDING
THREE YEARS

On 12 December 2018, Deloitte Touche Tohmatsu (“Deloitte”)
resigned as auditor of the Company as Deloitte could not reach a
consensus with the Company on the audit fee for the financial year
ended 31 December 2018. On 27 December 2018, the Company
appointed ZHONGHUI ANDA CPA Limited as its auditor to fill the
casual vacancy arising from the resignation of Deloitte. Please refer
to the Company’s announcements dated 12 December 2018 and
27 December 2018 for details of the above change in auditors.
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AUDITOR

PROPOSED RE-APPOINTMENT OF AUDITOR

ZHONGHUI ANDA CPA Limited, the existing auditor of the
Company, will retire at the forthcoming annual general meeting
(the "AGM") of the Company and, being eligible, offer itself for
re-appointment at the AGM. A resolution for the re-appointment of
the auditor of the Company will be proposed at the AGM.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from on
the date of holding the annual general meeting (the “AGM") and
three business days before holding the AGM (both days inclusive)
for the purpose of determining shareholders who are entitled to
attend and vote at the AGM. In order to qualify for attending and
voting at the AGM, all transfer documents accompanied by the
relevant share certificates should be lodged for registration with
the Hong Kong branch share registrar and transfer office of the
Company, Tricor Investor Services Limited by 4:30 p.m. on the
fourth business day before the AGM.

ON BEHALF OF THE BOARD

Wang Guangyuan

Chairman and Executive Director
Hong Kong

22 March 2022
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CORPORATE GOVERNANCE REPORT
ESEE I

The board of directors (the “Directors” or the “Board”) of the
Company (together with its subsidiaries, the “Group”) formulates
and reviews the Group's policies and practices on corporate
governance to keep their effectiveness from time to time in order
to meet the rising expectations of shareholders, to comply with
the increasingly stringent regulatory requirements, and to fulfill
its commitment to excel in corporate governance. The Board is
committed to maintaining a good standard of corporate governance
practices and business ethics in the firm belief that they are
essential for maintaining and promoting investors’ confidence and
maximizing shareholders’ returns.

The principles in the Corporate Governance Code (the “CG Code”)
set out 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”) have been followed by
the Company to shape its corporate governance structure. The
CG Code sets out two levels of corporate governance practices
namely, “code provisions” that a listed company is to comply
with or explain its decision if there is any deviation from the
code provisions, and “recommended best practices” that a listed
company is encouraged to comply with but need not explain if it
does not.

The Company had complied with the code provisions as set out
in the CG Code during the year ended 31 December 2021 (the
“Year"), save for the following:

CODE PROVISION A.2.1

Pursuant to code provision A.2.1 of the CG Code, the
responsibilities between the chairman and the chief executive
officer (the “CEQ") should be segregated and should not be
performed by the same individual. However, the Company does
not have a separate chairman and CEO and Mr. Wang Guangyuan
currently performs these two roles. Mr. Wang is responsible for
the overall business strategy and development and management
of the Group. The Board considers that Mr. Wang, by serving as
the chairman of the Board and the CEO of the Company, is able
to lead the Board in major business decision making for the Group
and enables the Board's decision to be effectively made, which
is beneficial to the management and the development of the
Group's business. Therefore, Mr. Wang assumes the dual roles
of being the chairman of the Board and the CEQO of the Company
notwithstanding the aforementioned deviation.
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BOARD OF DIRECTORS AND MANAGEMENT
FUNCTIONS

The Board is responsible for providing effective and responsible
leadership for the Group. The Directors, both individually and
collectively, must act in good faith in the best interests of
the Group and the shareholders of the Company. The Board
is responsible for formulating the Group's overall objectives
and strategies, monitoring and evaluating its operations,
financial performance, compliance controls and reviewing the
corporate governance standard of the Group. It also decides
(after considering the recommendations from time to time from
various committees established by the Board) on matters such
as annual and interim results, major transactions, appointment or
re-appointment of Directors, and dividend and accounting policies.
The profiles of the Directors as at the date of this report are set
out on pages 25 to 30.

Senior management is delegated with the responsibility for the
execution of the business plans and strategies adopted by the
Board, assisting the Board in the preparation of the financial
statements for approval by the Board, the implementation of
adequate procedures as put forward by the Board and/or the
committees established by the Board regarding, among others,
internal control and risk management and reporting regularly to and
seeking approval from the Board on important matters from time
to time.

The Directors acknowledge that, notwithstanding the delegation,
it is the responsibility of the Board for preparing the financial
statements, which give a true and fair view of the financial results
of the Group.

The Board is responsible for performing the corporate governance
functions of the Company, which are set out in the written
terms of reference. The Board had, among others, reviewed the
Company's policies and practices on corporate governance and
their effectiveness, reviewed the Group's compliance with the
applicable laws, rules and regulations, reviewed and monitored
the training and continuous professional development of directors
and senior management of the Group and reviewed this corporate
governance report in the discharge of its corporate governance
functions and to ensure compliance with the Listing Rules.
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The Board has delegated various responsibilities to certain Board
committees including the Audit Committee, the Remuneration
Committee and the Nomination Committee (collectively, the “Board
Committees”).

Our Board comprises 3 executive Directors and 3 independent
non-executive Directors. During the Year, the Board met regularly
to discuss the overall strategy, the operational and financial
performance and the corporate governance of the Group. The
attendance record of each of the Directors is tabulated as follows:

EFECHSRENDKTETEFZRESR
BRERZES FNZESENREREZES
(B EEZEE])-

BMMEER R = EHTE N BB
MOEEAR- FEA EERENE 4

;T;HEZ'XE.%ZE;E%I» EMPBERIRUAR
TPEER - FEFH %QE% REEN TR
Number of

Annual general
meeting held
on 10 May 2021

board meetings
attended/held
during the Year

R-ZE=-—% FEWRX

EA+AH HEBITH

BITH BEEg

Name s BREFAE BBH

Number of meeting(s) RPN 1 14

Executive Directors HTES

Mr. Wang Guangyuan (Chairman and CEO) Tyt (L /EFHiTEEE) 1/1 14/14

Mr. Zhang Hebin SR AN 58 A 1/1 13/14

Ms. Wang Lijun TFBELZL 11 13/14
Independent Non-executive Directors BIFHTESE

Dr. Cheng Vincent HEEEL 11 14/14

Mr. Lai Chi Keung, Albert RERSLE 1/1 14/14

Mr. Yang Qiang 158 %A 1/1 14/14

Save for the sibling relationship between Mr. Wang Guangyuan
and Ms. Wang Lijun, the Board members have no financial,
business, family or other relationships with each other. Each of the
independent non-executive Directors has provided a written annual
confirmation of his independence, and the Board is satisfied that
his independence met the independence criteria set out in Rule
3.13 of the Listing Rules up to the date of this report.

Since the listing of its shares on the Main Board of the Stock
Exchange on 19 November 2009, the Company has adopted the
practice of holding board meetings regularly for at least four times
a year at approximately quarterly intervals. Ad-hoc meetings will
also be convened if necessary to discuss the overall strategy
as well as financial performance of the Group. Notice of board
meeting will be sent to all Directors at least 14 days prior to a
regular board meeting. Reasonable notice will be given to the
Directors for ad-hoc board meetings. Directors may participate
either in person or through electronic means of communication.
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The Company has adopted the practice to provide relevant
materials to all Directors relating to the matters brought before
the meetings. 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. Each
of the Directors will have the opportunity and is encouraged to
include matters which he/she deems appropriate in the agenda for
Board meetings.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the executive Directors has entered into a service contract
with the Company for a specific term of three years, and is
renewable automatically thereafter for successive terms of one
year subject to termination in accordance with the provisions of
the service contract or by either party giving the other not less
than three months’ prior written notice.

Each of the independent non-executive Directors has entered
into a service contract with the Company for a specific term
of two years, which is renewable automatically for successive
terms of one year each commencing from the date next after the
expiry of the then current term of his appointment and is subject
to termination in accordance with the provisions of the service
contract or by either party giving the other not less than one
month’s prior written notice.

In accordance with the Company's bye-laws, each year, one-third
of the Directors (including executive Directors and independent
non-executive Directors) for the time being will retire from office by
rotation provided that every Director shall be subject to retirement
by rotation at least once every three years at the general meeting
of the Company.

BOARD COMMITTEES

As an integral part of good corporate governance practices, the
Board established the Board Committees to oversee particular
aspects of the Group's affairs. The Board Committees are governed
by the respective written terms of reference approved by the
Board.
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AUDIT COMMITTEE

The Audit Committee has been established by the Board with
clear written terms of reference in compliance with the CG Code,
which clearly define the role, authority and function of the Audit
Committee and are available on both the websites of the Stock
Exchange and the Company.

During the Year, the members of the Audit Committee were Dr.
Cheng Vincent (Chairman of the Audit Committee), Mr. Lai Chi
Keung, Albert and Mr. Yang Qiang, who were all independent
non-executive Directors. The Chairman of the Audit Committee has
the appropriate professional qualification as required under Rule
3.10(2) of the Listing Rules.

The Audit Committee is primarily responsible for the review and
supervision of the financial reporting process and assessing
the adequacy and effectiveness of the Company's financial
controls, internal control and risk management systems. It is also
responsible for making recommendations to the Board on the
appointment and removal of external auditor. The Audit Committee
had reviewed the accounting principles, accounting standards and
methods adopted by the Company together with the management,
discussed the matters concerning the Group's risk management
and internal controls, adequacy of resources for performing the
Group's accounting, financial reporting and internal audit functions,
provided recommendation to the Board on the appointment or
re-appointment of external auditor, as well as reviewed the Group's
annual and interim results for the Year.

The Audit Committee was satisfied with the findings of its review
of the engagement, effectiveness, independence and objectivity of
the external auditor engaged by the Company.

Attendance of meetings
The Audit Committee held two meetings during the Year.

The attendance record of each Audit Committee member during
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the Year is set out below. e
No. of meetings Attendance
attended/held rate

HE BT

Directors 2= SERE HE=E
Dr. Cheng Vincent (Chairman) HxmEt(£E) 2/2 100%
Mr. Lai Chi Keung, Albert RERSEE 2/2 100%
Mr. Yang Qiang 1598 % A& 2/2 100%
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REMUNERATION COMMITTEE

The Remuneration Committee has been established by the Board
with clear written terms of reference in compliance with the CG
Code, which clearly define the role, authority and function of the
Remuneration Committee and are available on both the websites
of the Stock Exchange and the Company.

During the Year, the members of the Remuneration Committee
were Dr. Cheng Vincent (Chairman of the Remuneration
Committee), Mr. Lai Chi Keung, Albert and Mr. Yang Qiang, who
were all independent non-executive Directors.

The primary duties of the Remuneration Committee include, but
not limited to, making recommendations to the Board on the overall
remuneration policy and structure, as well as the remuneration
packages, relating to all the Directors and senior management of
our Group; reviewing their remuneration packages with reference
to corporate goals and objectives of the Company so as to attain
such levels as is sufficient to attract, retain and incentivise them
to make positive contribution to the long-term development of
the Group, and ensuring that none of the Directors determine
his/her own remuneration. During the Year, the works performed
by the Remuneration Committee mainly comprised assessing
the performance of the Directors and senior management of the
Group, reviewing the terms of the service agreements governing
the appointment of the Directors and senior management of
the Group and recommending to the Board their remuneration
packages.

Details of the remuneration paid to members of senior
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management of the Group (inclusive of executive Directors) by FAEBSREEBAE (BHEKNITES)
band for the year ended 31 December 2021 are set out below: M F B B IR EE Y T
Number of
senior management
SREEE
Remuneration band i & E AE
Below HK$1,000,000 1,000,000 7T A T~ 7
HK$1,500,001 to HK$2,000,000 1,500,001 7Tt £2,000,000/% 7T 1

Further particulars of the remuneration of the Directors (both
executive and independent non-executive Directors) for the Year
are set out in note 14 to the consolidated financial statements for
the Year.
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Attendance of meetings
The Remuneration Committee held two meetings during the Year.

HEE
FMEEEFERNRITTMAEE

The attendance record of each Remuneration Committee member FERFWEZE S EKE R E F L8R5 10
during the Year is set out below. SE

No. of meetings Attendance

attended/held rate
HE BT

Directors = R Y8 HE=E
Dr. Cheng Vincent (Chairman) Bi=EiE Lt (&) 2/2 100%
Mr. Lai Chi Keung, Albert e 2/2 100%
Mr. Yang Qiang 508 % A& 2/2 100%
NOMINATION COMMITTEE RBRELE®

The Nomination Committee has been established by the Board
with clear written terms of reference in compliance with the CG
Code, which clearly define the role, authority and function of the
Nomination Committee and are available on both the websites of
the Stock Exchange and the Company.

During the Year, the members of the Nomination Committee were
Mr. Lai Chi Keung, Albert (Chairman of the Nomination Committee
and an independent non-executive Director), Mr. Wang Guangyuan
(an executive Director) and Mr. Yang Qiang (an independent
non-executive Director).

Diversity policy

The primary functions of the Nomination Committee include,
but not limited to, making recommendations to the Board
regarding candidates for directorship, either to fill vacancies on or
appoint additional Directors to the Board, the structure, size and
composition of the Board and succession planning for Directors.
In considering the nomination of new Directors, the Nomination
Committee will take into account the diversity policy of the
Company, which has been in place since August 2013 and reviewed
by the Nomination Committee from time to time. The diversity
policy includes the consideration of various elements including
gender, age, culture, qualification, ability, work experience,
leadership and professional ethics of the candidates and against
the objective criteria set out by the Board. These elements were
recognised and were taken into account of in the composition of
the existing diverse Board.
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Nomination policy and procedures

To ensure the composition of the Board has a balance of skills,
experience and diversity of perspectives appropriate to the
requirements of the Company's business, the Company has, with
the recommendation of the Nomination Committee, adopted a

formal,

considered and transparent procedures for the selection,

appointment and re-appointment of Directors. The criteria to be
taken into account when considering the suitability of a candidate
will be his or her ability to devote sufficient time and attention to
the affairs of the Company and contribute to the diversity of the
Board (based on the diversity policy adopted by the Company)
as well as the effective carrying out of the responsibilities of the
Board, in particular, the following:

(a)

bringing an independent judgment and make constructive
recommendation on issues of strategy, policy, performance,
accountability, resources, key appointments and standards
of conducts;

taking the lead where potential conflicts of interests arise;

serving on the Audit Committee, the Remuneration
Committee, the Nomination Committee and/or other
committee(s) as may be established by the Board from time
to time, if invited;

devoting sufficient time to the Board and/or any
Committee(s) on which he or she serves so as to allow
them to benefit from his or her skills, expertise, and varied
backgrounds and qualifications and diversity through
attendance and participation in the Board and/or Committee
meetings;

scrutinising the Company’s performance in achieving agreed
corporate goals and objectives, and monitoring the reporting
of performance;

ensuring the Committees on which he or she serves to
perform their powers and functions conferred on them by
the Board; and

conforming to any requirement, direction and regulation
that may from time to time be prescribed by the Board or
contained in the constitutional documents of the Company
or imposed by legislation or the Listing Rules, where
appropriate.
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If the candidate is proposed to be appointed or offers himself
or herself to be re-appointed as an independent non-executive
Director (INED), his or her independence shall be assessed in
accordance with, among other things, the factors as set out in
Rule 3.13 of the Listing Rules, subject to any amendments as
may be made by the Stock Exchange from time to time. Where
applicable, the totality of the candidate’s education, qualifications
and experience shall also be evaluated to consider whether he or
she has the appropriate professional qualifications or accounting or
related financial management expertise for filling the office of an
INED as required under Rule 3.10(2) of the Listing Rules.

Annual confirmation on independence is sought from each INED to
re-assess his/her independence.

Prior to the issue of this report, the Nomination Committee, having
reviewed the Board's structure, size and composition, nominated
Mr. Wang Guangyuan (an executive Director) and Dr. Cheng
Vincent (an independent non-executive Director) to the Board for
it to consider and as appropriate, recommend to shareholders
their re-election at the forthcoming annual general meeting of the
Company. The nominations were made in accordance with the
nomination policy and the diversity policy of the Company.

Attendance of meetings

The Nomination Committee held one meeting during the Year in
which, among other things, the structure, size, composition and
diversity of the Board, the nomination policy, the diversity policy
and its implementation, the suitability of the Directors who stood
for re-election by the shareholders at the last annual general
meeting of the Company and the independence of the independent
non-executive Directors were reviewed and its recommendations
were put forward to the Board for consideration and approval.
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The attendance record of each Nomination Committee member
during the Year is set out below.

FEARBZEGREMNHFELEHINMT -

No. of Meetings Attendance
attended/held Rate
HE R

Directors = SEIE HE=E
Mr. Lai Chi Keung, Albert (Chairman) RERSEE (FE) 1/1 100%
Mr. Wang Guangyuan FEHRESLE 11 100%
Mr. Yang Qiang 58 %A 1/1 100%

CONTINUOUS PROFESSIONAL DEVELOPMENT BEEXRE

The Company encourages its Directors to acquaint themselves with
the general duties of directors as well as up-to-date knowledge so
as to discharge their duties.

During the Year, the Directors were advised to attend director
training webcast and other e-learning programs, which were readily
accessible from the website of the Stock Exchange and other
sources, and provided with materials covering legal, regulatory,
corporate governance and/or other aspects (including but not
limited to updates on the Listing Rules and guidance letters for
listed issuers issued by the Stock Exchange) for reference/self-
reading. The level of participation by each Director is briefly set out
below:
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Training matters
BIEE

Attendance of
director training
webcast and

Distribution of
training
materials

e-learning to Directors for

programmes self-reading

during the Year during the Year

FERNESEZI FERNDET

WEEER EENftAE

Name of Directors EEHSE BEF2ERE MENEZIER
Mr. Wang Guangyuan THESEE v v
Mr. Zhang Hebin SR AN ST 4 4 v
Ms. Wang Lijun TEELZL v/ v
Dr. Cheng Vincent HEmELt v v
Mr. Lai Chi Keung, Albert REBREE 4 4
Mr. Yang Qiang GoR v v

The Company also encouraged all Directors to participate from
time to time seminars, presentations and courses which they
considered relevant at the costs of the Company so as to develop
and refresh their knowledge and skills for better fulfillment of their
duties as directors of a listed issuer.
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COMPANY SECRETARY

The company secretary of the Company is the principal
administrative officer of the Company and is responsible for
(including) organizing meetings of the Directors and Shareholders
of the Company and ensuring that all procedures for convening
and conducting such meetings comply with the bye-laws of the
Company and the laws, rules and regulations applicable to the
Company. During the Year, the Company Secretary had conducted
15 hours of professional training to update and develop his/her
knowledge and skills.

Ms. Chan Shuk Man, Lora has been appointed as the company
secretary of the Company with effect from 22 January 2021.

Mr. Wong Kwok Kuen had acted as the company secretary of the
Company from 6 November 2015 to 2 November 2017 and re-joined
the Company on 1 January 2019. He resigned on 22 January 2021.

DIVIDEND POLICY

As at 31 December 2019, the Company has in place a dividend
policy. Under the dividend policy, the Company may distribute
dividends by way of cash or by other means that the Board
considers appropriate. Any proposed distribution of dividends
is subject to the discretion of the Board and, where applicable,
the approval of the Shareholders. The Board will consider various
factors before declaring or recommending any payment of
dividends which factors include the results of operation of the
business of the Group, the retained earnings and distributable
reserves of the Company and each of the members of the Group,
the Group’s actual and expected financial performance, the general
business conditions and strategies, the Group's expected working
capital requirements and future expansion plans, the general
economic conditions and business cycle of the Group’s business,
the future prospects of the business of the Group, shareholders’
interests, statutory and regulatory restrictions on the payment
of dividend and other internal or external factors that the Board
deems appropriate.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board, with the assistance of the Audit Committee, has
overall responsibilities for maintaining good and effective risk
management and internal controls of the Group. During the Year,
the Board conducted an annual review of the effectiveness and
adequacy of the Group's risk management and internal control
systems, covering financial, operational, compliance control and
risk management functions for the year ended 31 December 2021
after the end of such financial year. The Group's system of internal
control includes the setting up of a management structure with
limits of authority, and is designed to help the Group achieve its
business objectives, protect its assets against unauthorized use or
disposition, ensure the maintenance of proper accounting records
for the provision of reliable financial information for internal use
or for publication, and ensure compliance with relevant laws and
regulations. The system is designed to provide reasonable, but not
absolute, assurance against material mis-statement or loss, and
to manage rather than eliminate all risks of failure in the Group's
operational systems and in the achievement of the Group's
business objectives. After reviewing the Group's risk management
and internal control systems, the Board considers that the systems
are effective and adequate for the Group as a whole. The Board
further considers that (i) there was no material issue relating to the
Group's risk management and internal controls, including financial,
operational and compliance controls and risk management
functions of the Group; and (ii) that there were adequate staff with
appropriate and adequate qualifications and experience, resources
for accounting, internal audit and financial reporting functions, and
adequate training programmes had been provided during the Year.
The control and compliance department of the Company plays a
major role in monitoring the risk management and internal controls
of the Group and reports directly to the Audit Committee. It has
full access to review all aspects of the Group's activities, risk
management and internal controls. All types of audited reports are
circulated to the Audit Committee and key management, which
will follow up on any actions and measures taken to improve risk
management and internal controls on the recommendations of the
control and compliance department.
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ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation of accounts
of each financial period, which give a true and fair view of the
state of affairs of the Group and of the results and cash flow for
that period. In preparing the accounts for the Year, the Directors
had selected suitable accounting policies and had applied them
consistently, adopted appropriate accounting standards which were
pertinent to its operations and relevant to the financial statements,
made judgments and estimates that were prudent and reasonable,
and had prepared the accounts on a going concern basis. The
statement of the auditor of the Company, ZHONGHUI ANDA CPA
Limited, about their reporting responsibilities on the consolidated
financial statements of the Group is set out in the Independent
Auditor's Report on pages 99 to 103.

AUDITOR’'S REMUNERATION

During the Year, the fees paid/payable to the auditor in respect of
audit and non-audit services provided by the auditor of the Group
were as follows:
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Audit service ZE AR 1,680
Non-audit services IEZER TS
— Agreed-upon procedure work on preliminary -REE-ZE-_—F+=-A=+—H
results announcement for the year ended IEFENFEERNENT
31 December 2021 R LA 20
1,700

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS

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 for
securities transactions by Directors and relevant employees of
the Group who, because of office or employment, are likely to be
in possession of unpublished inside information in relation to the
Group's securities. The Directors and such relevant employees
are required to strictly follow the Model Code when dealing in
the securities of the Company. The Directors and such relevant
employees, after specific enquiries by the Company, confirmed
their compliance with the required standards set out in the Model
Code throughout the Year.

CHANGES IN CONSTITUTIONAL DOCUMENTS
During the Year, there were no changes in the Company's
constitutional documents.
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SHAREHOLDERS' RIGHTS

CONVENE A SPECIAL GENERAL MEETING (THE “SGM”)

The following procedures are subject to the Company's
bye-laws, the Companies Act 1981 of Bermuda, as amended
or supplemented from time to time (the “Companies Act”) and
applicable legislation and regulation.

1. Shareholders holding, at the date of deposit of the
requisition, not less than one-tenth of the paid-up capital
of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right,
by written requisition sent to the Company's registered
office at Clarendon House, 2 Church Street, Hamilton HM
11, Bermuda and the Company’s principal office of business
in Hong Kong at Unit no. 2910-11, 29/F, Prosperity Millennia
Plaza, No. 663 King's Road, Quarry Bay, Hong Kong, for the
attention of the Company Secretary of the Company (the
“Company Secretary”), to require a SGM to be called by the
Board for the transaction of any business specified in such
requisition.

2. The written requisition must state the purposes of the
general 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.

38 If the requisition is in order, the Company Secretary will ask
the Board to convene a SGM by serving sufficient notice
in accordance with the statutory requirements to all the
registered Shareholders. On the contrary, if the requisition
is invalid, the Shareholders concerned will be advised of this
outcome and accordingly, a SGM will not be convened as
requested.

4. The notice period to be given to all the registered
Shareholders for consideration of the proposal raised by the
Shareholder(s) concerned at a SGM varies according to the
nature of the proposal, as follows:

o at least twenty-one (21) clear days’ and not less
than ten (10) clear business days’ notice in writing if
the proposal constitutes a special resolution of the
Company, which cannot be amended other than to a
mere clerical amendment to correct a patent error;
and

o at least fourteen (14) clear days' and not less than
ten (10) clear business days' notice in writing if the
proposal constitutes an ordinary resolution of the
Company.
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PUT FORWARD PROPOSALS AT GENERAL MEETINGS

1.

Sections 79 and 80 of the Companies Act allow certain
Shareholder(s) to requisition the Company to move a
resolution at an annual general meeting (the “"AGM"”) of the
Company or circulate a statement at any general meeting
of the Company. Under section 79 of the Companies Act,
at the expense of the requisitionists unless the Company
otherwise resolves, it shall be the duty of the Company on
the requisition in writing by such number of Shareholders:—

(a) to give to the Shareholders entitled to receive notice
of the next AGM notice of any resolution which may
properly be moved and is intended to be moved at
that meeting;

(b) to circulate to the Shareholders entitled to have
notice of any general meeting sent to them any
statement of not more than one thousand words with
respect to the matter referred to in any proposed
resolution or the business to be dealt with at that
meeting.

The number of Shareholders necessary to make the
above-mentioned requisitions to the Company shall be:—

(i) either any number of Shareholders representing not
less than one-twentieth of the total voting rights of all
the Shareholders having at the date of the requisition
a right to vote at the meeting to which the requisition
relates; or

(ii) not less than one hundred Shareholders.

Notice of any such intended resolution shall be given, and
any such statement shall be circulated, to Shareholders
entitled to have notice of the meeting sent to them by
serving a copy of the resolution or statement on each such
Shareholder in any manner permitted for service of notice
of the meeting, and notice of any such resolution shall
be given to any other Shareholder by giving notice of the
general effect of the resolution in any manner permitted
for giving him notice of meeting of the Company, provided
that the copy shall be served, or notice of the effect of the
resolution shall be given, as the case may be, in the same
manner and, so far as practicable, at the same time as
notice of the meeting and, where it is not practicable for it
to be served or given at that time, it shall be served or given
as soon as practicable thereafter.
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4. Section 80 of the Companies Act sets out the conditions to
be met before the Company is bound to give any notice of
resolution or to circulate any statement. Pursuant to section
80 of the Companies Act, the Company shall not be bound
to give notice of any resolution or to circulate any statement
as mentioned in paragraph 3 above unless:—

(a) a copy of the requisition signed by the requisitionists,
or two or more copies which between them contain
the signatures of all the requisitionists, is deposited
at the registered office of the Company:—

(i) in the case of a requisition requiring notice of
a resolution, not less than six weeks before
the meeting; and

(ii) in the case of any other requisition, not less
than one week before the meeting; and

(b) there is deposited or tendered with the requisition
a sum reasonably sufficient to meet the Company's
expense in giving effect to the procedures in
paragraph 1 above (i.e. the giving of notice of
resolution and/or circulation of statement).

Provided that if, after a copy of the requisition requiring
notice of a resolution has been deposited at the registered
office of the Company, an AGM is called for a date six
weeks or less after the copy has been deposited, the copy
though not deposited within the abovementioned time
shall be deemed to have been properly deposited for the
purposes thereof.

PROPOSED A CANDIDATE FOR ELECTION AS A DIRECTOR AT
AN ANNUAL GENERAL MEETING

The Company has an established procedures for shareholders of
the Company to propose a person for election as a Director and
the procedures are published at the Company’s website at http://
www.tontine-wines.com.hk.

The Company welcomes enquiries from its shareholders. The Board
or designated senior management of the Company will review
shareholders’ enquiries on a regular basis. Specific enquiries and
suggestions by shareholders can be sent in writing to the Board or
the Company Secretary by e-mail (info@corporatelink.com.hk) or at
the address of the Company’s principal place of business in Hong
Kong.
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INVESTOR RELATIONS AND SHAREHOLDERS'
COMMUNICATIONS

The Company endeavours to maintain a high level of transparency
in communication with shareholders and investors in general. The
various channels via which the Company communicates with its
shareholders include interim and annual reports, circulars, notices,
financial reports, information posted on the websites of the Stock
Exchange and the Company, and general meetings. Shareholders
are encouraged to attend the Company’s general meetings where
the Chairman of the Board and the chairman of each of the Board
Committees (as appropriate) are invited to attend to answer
questions. Notice of the annual general meeting of the Company
and related papers are sent to shareholders of the Company
at least 21 clear business days before the meeting and such
notice is also made available on the Stock Exchange's website.
Separate resolutions are proposed at the general meetings on
each substantially separate issue. Poll results of the meeting will
be posted on the website of the Stock Exchange on the day of the
meeting. The financial and other information relating to the Group
is disclosed on the Company’'s website, http://www.tontine-wines.
com.hk.

In order to facilitate the communication with shareholders of
the Company, the Group has maintained the Company's website
as a channel to provide the latest information and to strengthen
communication with its shareholder and the investing public. The
Group's corporate correspondence and information will also be
published on the website in a timely manner.

The above communication policy is reviewed by the Board from
time to time to ensure its effectiveness.
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BRBE AL R

ABOUT THE ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

This is the environmental, social and governance report (the
“ESG Report”) issued by China Tontine Wines Group Limited
and its subsidiaries (the “Group” or “"We"), which contains
the sustainable development policy implemented by the Group
during the year ended 31 December 2021 (the “Year”) and the
Group's performance in social governance and corporate civic
responsibilities under the practice of the concept of sustainable
development.

REPORTING SCOPE

The ESG Report covers the overall environmental and social
performance of the core business of the Group located in the
People’s Republic of China (“PRC"” or “Mainland China”).

REPORTING FRAMEWORK

The ESG Report was prepared in accordance with the requirements
set out in “Environmental, Social and Governance Reporting
Guide"” (the "ESG Reporting Guide”) under Appendix 27 to the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The cross reference
between content index of the ESG Reporting Guide and the ESG
Report is set out on pages 64 to 98 of the ESG Report.

STAKEHOLDER ENGAGEMENT

The Group has been cooperating with its stakeholders in
understanding and focusing on their needs through various
channels and through feedbacks to assist us to have a better
understanding of the level of the Group’s current environmental,
social and governance development. The ESG Report was prepared
by different departments of the Group. The information we
gathered was not only the summary of the environmental, social
and governance work carried out by the Group during the Year, but
also formed the basis for us to formulate short and long terms
sustainable development strategies.

INFORMATION AND FEEDBACKS

For detailed information regarding the financial performance and
corporate governance of the Group during the Year, please refer
to the official website (http://www.tontine-wines.com.hk) and the
annual report of the Group.

Your opinions will be highly valued by us. If you have any
suggestions or comments, please email at info@corporatelink.com.
hk or write to the principal business place of the Group in Hong
Kong.

BOARD APPROVAL
The board of directors (the “Board”) of the Group approved the
ESG Report on 22 March 2022.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE
MANAGEMENT

STATEMENT OF THE BOARD

As a responsible corporate citizen, the Group adheres to the
concept of sustainable development, actively fulfils its corporate
social responsibilities and incorporates environmental protection
and environmental management into its business decisions. In
addition, the Group has been focusing on maintaining closer
connections with different stakeholders, listening to the voices of
all parties, caring for and growing with its employees, and taking
on more social responsibilities.

The Group has established a governance structure to enhance its
efforts in environmental, social and governance related works. The
Board has overall responsibility for the environmental, social and
governance strategies and reporting issues of the Group and fully
monitors the related risks and opportunities. The Board conducts
enterprise risk assessment at least once a year to identify, assess
and monitor environmental, social and governance related risks
in the ordinary course of business. The Board is also responsible
for formulating the Group's environmental, social and governance
related management approach, strategies and objectives, regularly
reviewing the objectives set by the Group and its performance
regarding such objectives and revising its strategies as appropriate.
To carry through the concept of sustainable development and
effectively manage environmental, social and governance issues,
the Group has established an environmental, social and governance
working group to assist the Board in overseeing and promoting the
implementation of various environmental, social and governance
strategies. The environmental, social and governance working
group is also responsible for assisting the Board to identify and
prioritise important issues, reporting to the Board regularly on the
effectiveness of the environmental, social and governance system
and the performance of the Group in relation to environment
and social key performance indicators, and preparing the annual
environmental, social and governance report.

Going forward, the Board will continue to oversee and refine the
Group's measures and performance on sustainable development
in order to create long-term value for all stakeholders and the
communities in which we operate.
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GOVERNANCE STRUCTURE ERRE

The Board is responsible for overseeing and managing environ-
mental, social and governance related issues, including formulating
relevant policies and strategies.

EESREEENEERE - HERELAEESE  SESIEMERER
#t I KK ©

Environmental,
Social and
Governance

The working group is responsible for assisting the Board in
implementing various daily management works for environmental,
social and governance issues.

Working Group - e
BiE  HeR I:gg{ﬁ ﬁ§ﬁﬁtﬁﬁﬂ§$siﬂfT%1Eiaiﬂ CHEREREENAEE

BERITEA

Each functional department is responsible for implementing various
Functional measures formulated by the Group in connection with environmental,

Departments social and governance issues.
BRBERPFI ERMEBPIERERAEERSTRS HEREABEFRHEY
it o

STAKEHOLDER IDENTIFICATION AND COMMUNICATION FliziHE& BB EBEE

In the course of its operations, the Group continues to pay AEEEELEBRTSHEWEINZMEEE
attention to the major issues that the stakeholders are concerned A TN T EEE -AEBFBE2HEEFEH
about. The Group understands the expectations and needs HEBA THRENZHBENHENEE
of its stakeholders through comprehensive and transparent WIRERRZBEENE REENSAEERN
communication, and continues to improve the Group's sustainable TAI#FEHERBE T2 XMEEKLNE
development strategies and plans based on the opinions of its ERAEHEEFZ HRBHEFELRTE
stakeholders, so as to consolidate mutual trust and cooperative BlEAIFENKELE - KRESHIBRE K ET
relationships, jointly realise its sustainable development plans, &¥EWFAIARNK -

and create a future with the coexistence of sustainable economic

growth, friendly environment and social development.
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INFORMATION ON STAKEHOLDERS Mz EEEEM

Stakeholders Possible incidental issues

M EREE

A REW R K R AR

Communication and response

B E e

HKEx Compliance with the Listing Rules, Meetings, trainings, seminars,
publishing of announcements in a timely programmes, updating of website
and accurate manner and announcements

Bk 32 B BF ERAD REEREL QM g% B Mg &8 WIER

5]:[] /\d:

Governments Compliance with laws and regulations, Interactions and visits, government
social welfare and prevention of tax evasion  inspections, tax returns and other

information

BT EPERER g AR e EPRBE BAFRE R KRMEM

=il

Suppliers Payment schedule, supply stability On-site research

R NRERE  HERTE RIS HE

Investors Corporate governance system, business Organization and participation of
strategies and performance, investment conferences, interviews, general
return meetings, provision of financial

reports or business updates for
investors, press and analysts

REE PEEGBR EBEBMKRE KEBR B R2EANE FHA REAG -

ﬁ&é% 1588 0 5 AT BN 42 4L B 75 3R
= I%W#&i

Media Corporate governance, environmental Posting of communications on the
protection and human rights company website

e REER RIFREMAE R A AU E 2B

Customers Product/service quality, fair and reasonable Site visits and after-sale services
pricing, value of service, protection for the
labour force and work safety

BP Em/ REnE cEER REEE $T REZRNEERRE
REMIIELZ 2

Employees Rights and benefits, employee salaries, Conducting team activities, training,
training and development, working hours interviews, issue of staff manual and
and working environment internal memorandum

(== EmkEd EEHM B kER TER FRREBEE B gk BMHETL
A TIERE 1Mt A0 79 50 4 = 8%

Community Community environment, employment and Organizing community activities,
community development and social welfare employees volunteering activities and

community welfare, sponsorship and
donations

& FRIRE - BB & 3R At e MRt RS EEEEEGS Rt
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MATERIALITY ASSESSMENT

In order to ensure that this report has fully covered and responded
to the key matters of concern to stakeholders, in addition to regular
communication with stakeholders, the Group has made reference
to certain resources such as the issues covered in environmental,
social and governance report of the previous year, internal
policies of the Company, industry trends and the Materiality Map
introduced by the Sustainability Accounting Standards Board,
to identify issues that have potential and actual impact on the
sustainable development of the Group.

The Group has performed materiality assessment on the identified
environmental, social and governance issues based on certain
factors such as its strategies, development and objectives, and the
results are as follows:

BEEMFM
RERARED 2HERE KO FEF &8
EHEINETEFE BRITCHENZHEA
EBEBIN XEENRZ2ET LFERE
?i@&a/uﬁ&iﬁﬁ@%ﬁiﬁ’\] F=RR/NES R
BR - TEBEULKEGHENEZE S
(Sustamab|l|ty Accounting Standards Board)
WEZUHEESE TER UBENEREER
AREERABERERERTZENSEEH
AEERBEER BR AESETREZE
ﬁTE%&E‘JE’Jf&% HEREREFETEE
MR &R

Identified Environmental, Social and Governance Issues

EHRBINRE HEREBREE

® Air and greenhouse gas emissions
® Energy consumption

¢ Climate change

R R E R

THE GROUP AND THE ENVIRONMENT

The Group sources the supply of grapes for its production from
Ji'An region, which is one of the major production sources in
Mainland China. Ji'An region is the Chinese Demonstration Zone
of agricultural standardised green food and the standardised
production base of green food material. It is also among the few
regions worldwide cultivating the vitis amurensis variety of grapes.
Over the years of development and enhancement, the production
model of the Group has been gradually improved with our plants
equipped with the whole set of professional production lines
of cleaning, destemming, crushing and pressing. The Group's
industrial parks were classified as the National 4A Grade Tourism
District.

* Employees’ health and safety

* Employees’ development and training
® Supply chain management

® Product responsibility

s BERRERE
» EE B REE
o R ETE

s EmEIE

AEBRRE

AEBLEEMBENEERETEAMTIEY
BEMZ -NETHER BENMEEPEER
ERBELEECRBTERNZCR B RHE
HEERN FREERALEABELESE

Mg ERZFNERENR AKEH
TERABB=Z BEEHAREBMN-
BRie s BEFERLEER AERBEETH

EXERBRERY BIARIKEFE -

o B R R B PR A F | 2B SRR
CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021

63



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

BRBE AL R

ENVIRONMENTAL PROTECTION AND LEGAL COMPLIANCE
The Group has been in compliance with local laws and regulations
related to environmental protection in the PRC, including but not
limited to the Water Pollution Prevention and Control Law of the
PRC ({FR#E AR ZMBE KIS EE5A7%)) , the Atmospheric Pollution
Prevention and Control Law of the PRC (K #E A REFE A RS
FB5545%)) , the Law of the PRC on the Prevention and Control of
Environmental Pollution by Solid Wastes ({71 % A & ++ F1 [ [ 62 &
e A IRIBAE)) , the Cleaner Production Promotion Law of the
PRC (FZEAREMBFTREEMREL)), and the Environmental
Protection Law of the PRC ({fF & A R KM BIRIFREEL))

The Group strictly complied with a series of local and national
regulations in respect of environment protection when conducting
its business activities and production process. During the Year,
the Group obtained all the necessary local and national-level
licenses, as well as a series of approval and authorization on
discharge, including but not limited to the national industrial
product production permit, the waste discharge license, the water
intake permit, the hygiene permit, and all the legal liabilities and
requirements related to corporate business and normal operation.

During the Year, the Group had complied with all the regulations
related to environment protection and there was no confirmed
violations related to environment protection that had significant
impacts on the Group.

POLLUTANT DISCHARGE

Greenhouse Gas Emission

The greenhouse gas directly emitted by the Group is mainly from
the burning fossil fuel in the production process and the use
of commercial vehicles of the Group, and the greenhouse gas
indirectly emitted is mainly produced by the use of outsourced
electricity. For the sake of afforestation, the Group had planted
trees in the production base in Tonghua City to reduce the
greenhouse gas emission.

The fossil fuel is mainly burnt by the boiler in the production
base in Tonghua City. The boiler is used in winter to maintain the
indoor temperature required for the grape treatment and brewing,
in addition to the heating and distillation in the production. At
present, the Group adopts such coal with higher combustion value
to reduce the emission of carbon dioxide (“CO,"). The production
base in Baiyanghe replaces coal with electricity in response to
the environment protection requirements of the Yantai Municipal
Government.
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The exhaust gas is the flue gas produced during the operation
of the boiler, the main pollutants of which are dust, sulphur
dioxide and nitrogen oxides. After being filtered by equipment for
desulfurization, denitrification and dust removal, the flue gas will
be emitted through a high chimney, to ensure that the exhaust
gas can meet emission standards. As the factories of the Group
are located in the northeast and northern regions of Mainland
China, there is a need for heating in winter. In order to reduce the
emission of greenhouse gases emitted directly from the burning
fuel, the Group implements different boiler operation modes
by season, namely independent operation of gas production
equipment in summer and combined operation of heating system
and gas production equipment in winter. The dust and slag ash
from chimney and dust removal equipment will be processed
according to the waste recycling process disclosed in below
section headed “Waste Recycling and Forwarding”.

Due to the alleviation of the COVID-19 pandemic, sales orders
have been gradually increased. The group’s total carbon dioxide
emissions during the Year have been increased to 5,085 tons (2020:
3,740 tons). The Group is committed to reducing greenhouse gas
emissions and aims to achieve the goal of maintaining or reducing
the total CO, emission density in the next reporting year with the
same in 2021 as a baseline based on energy conservation policies
and green measures.

Waste Recycling and Forwarding

During the process of grapes treatment and wine production, only
a small amount of innocuous wastes will be generated, mainly
including the grape stem which is generated after destemming and
crushing, the seeds and skins of grapes which are generated after
pressing as well as the solid portion which are generated during
change of tanks and ageing. To mitigate the environment issues
caused by any mislaid of waste disposal, the Group forwards the
grape stem and solid portion to the farmers in the neighbourhood
for use as fuel. Other innocuous wastes are collected by the
municipal waste treatment facilities for centralised treatment.

In accordance with national regulations, the Group delivers a small
amount of hazardous waste to the designated garbage recycler for
subsequent treatment to ensure that no secondary contamination
occurs. The Group collects wastes and delivers them to the
enterprises with secondary recycling capability for treatment, for
example, the slag is disposed by the brick plants, e-wastes and ink
boxes are disposed by computer companies. Due to high utilisation
of the aforesaid garbage in PRC, the Group provides the wastes to
enterprises in need of them for free, so as to minimise the waste
emission.
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Since the innocuous wastes and hazardous wastes of the Group
had been recycled and forwarded, the Group didn’t record the total
quantity of the innocuous and hazardous wastes.

RESOURCE USAGE

In compliance with the internal energy-saving measures of the
Group, energy-saving lights are adopted currently. The Group
strictly requires that all landscape lighting must be closed at 10
p.m. every night except on holidays. The control system of the
landscape lighting is located in the main office building of the
production base in Tonghua City, which is closed by the guard on
duty. Except for the necessary facilities, duty officers will turn off
the power supply of office building, while employees need to turn
off the power supply of office equipment before leaving work, so
as to save electricity. As a result of the above measures, the Group
has maintained a relatively low level of electricity consumption and
this level does not have a significant impact on the environment
and society. Due to the alleviation of the COVID-19 pandemic in
China, the demand for products has increased. During the Year,
the Group consumed a total of 1,096,313 (2020: 857973) kWh,
representing an increase as compared with last year. However,
the Group adopted effective energy saving policies and green
measures with the power consumption density drop to 5.26 (2020:
7.95) kWh per earnings in thousands of RMB. The Group aims
to achieve its target of maintaining or reducing total electricity
consumption density in the next reporting year on a 2021 basis.

In terms of water consumption, the Group has not encountered
any difficulties in finding suitable water sources. The Group
uses underground water, and its wastewater mainly comes from
domestic wastewater and production wastewater, including water
used for canteen, equipment cleaning, glass bottles washing and
cleaning. With an aim to save water, the Group uses glass bottles
with high sanitary standards. After collection, the wastewater will
be purified by the Group through a sewage treatment system,
the quality of water discharged from which is designed to meet
relevant standards of Tonghua Municipal Government. Such water
is not drinkable, and will be used for garden plants irrigation, so as
to save water.

In response to environmental protection, the Group has used
recyclable materials for packaging, such as recycled and used
paper box, reducing the use of new paper box. The wine corks of
the Group are made of natural oaks. Soft oaks consist of two layers
of bark. The inner bark can be vitalized and provides the basis for
the growth of new bark each year. Therefore, the cork used by
the Group will only pick withered outer bark during the process of
picking the oaks, so as not to affect the continual growth of trees.

Despite the increase in carbon dioxide emissions during the
Year, the packaging materials used for finished products of the
Group were reduced to 5,730 tonnes (2020: 5,786 tonnes) due
to differences in the products and specifications produced from
previous years.

In addition, following the principle of sustainable development,
the vineyards of the Group perform a fallow period of over four
months in the cold winter each year to maintain soil fertility, so as
to continually provide abundant nutrition for the grapes.
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DATA OF COAL FUEL EMISSION B RE B

Data of boiler emission REBEABEREE

Nitrogen oxides RELED 22 17
Sulfur dioxide — & bR 23 18
Dust fEEE 14 11

Vehicle emission data? FEBEREE

Nitrogen oxides RE‘ED 49.63 101.84

Sulfur dioxide — a1 b 0.30 0.27

Particulates R 4.65 9.82
DATA OF GREENHOUSE GAS EMISSION BERBHEHREE

Data of boiler emission B E
Scope 1 Boiler 4,361 2,843
& [E 1 1
Vehicle 55 49
7
Scope 2? Electricity used 669 852
0 [E]22 RE
Total Total CO, emissions 5,085 3,744
st BoA BB E

Total CO, Emission Intensity
(tons of CO,/earnings in thousands of
RMB?) 0.024 0.035

B S LI NEE
(RBE—S&1LHR, /& T i)
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Eblﬁ*% %HE

Data of energy consumption

BE (FRH)
HREE

Electricity used (kWh)

Intensity of electricity consumption
(kWh/earnings in thousands of RMB)

! Scope 1: The greenhouse gas emission refers to the direct emission from
fuel burning in the fixed emission sources. The figures stated only include the
coal consumption, presented in the carbon dioxide equivalent (CO,e).

g Scope 2: The greenhouse gas emission refers to the indirect emission of
energy. The figures stated only include the electricity purchased from the
power companies, presented in CO,e. The calculation method is quoted from
the “China Regional Grid Baseline Emission Factors in 2019 ({20194 [E[&
I EMAEEGEEMET)) " promulgated by the National Development and
Reform Commission.

s The Group has switched to using per earnings in thousands of RMB as
the density unit from this reporting year. In order to make an effective
comparison, the electricity consumption density in 2020 has been adjusted
accordingly.

DATA OF PACKAGING MATERIAL USED FOR FINISHED
PRODUCTS

(FRE/&F iz

1,096,313
5.26

857,973

7.95
)

! EE R E RSB UE B E B HUR TR R
MEERBN MENBTFERERERE LA
“AEMEERT

2 BE2 REREBHBIERRBESER 27
HFYERFERNENRABENT N A&
MEBRT FHEITEDIBERERNKESR
SEMEMme 20194 B @ 5 EREEZH K
HF) e

s FEERAREFHBERETLUAREATE
B BTEAMMLE 20206 ENENHER
RERMAEMRHE-

HEmFAEREMEBE

Type

Carton i) 710 450
Bottle i 4,989 5,320
Cork INEZE 31 16
Total FEE 5,730 5,786

ENVIRONMENT AND NATURAL RESOURCES

The Group does not have a significant impact on the environment
or natural resources in its day-to-day operations. In the course
of its business, the Group has always adhered to the principle
of protecting the environment and natural resources, adhered to
environmental, social and governance policies and procedures,
adopted corresponding energy-saving policies and green measures,
and is committed to avoiding significant impact on the environment
or excessive consumption of natural resources.

BERRXRER
AEENBELERTEHIRBEIRAER
EREATZE AEBREXKBREF—H
B RERBENRAAERNRE BFRE -
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CHANGE OF CLIMATE
In response to the international community's concerns about
climate change, the Group has included climate change-related
risks in one of the environmental, social and governance issues and
made such disclosures in accordance with the recommendations
of the Task Force on Climate-related Financial Disclosures.

RAIRE L
HEEERL S

Disclosures)MiEZETTHBEE -

The Group’s analysis and response strategy for the potential 7%= B % SR & (b 25 2k 09 V& 7£ B 7% J&L i 2>
financial risks posed by climate change are as follows: NSRBI T
Risk category Short term | Medium term | Long term Response strategy
B EEE (this reporting | (1to 3years) |(4to 10 years) 3
Risk period)
J%a,lt!;qﬁ?glj [WLow M Medium [ High pSh Sk =3
& h = (FHER) (—E=%) (MZE+F)
Acute '
The loss of assets (including E:r;?;g‘::gyssgﬁi fc?(tjdz;‘lnveith
crops) or disruptions to supply e
T O T o extreme weather c.on.dltlons . If the
conditions such as intensive LS s_upply cham_ is affected, the
flooding Group will temporarily use other
- suppliers
54 K R BRI ST e
EE  AIEEEYIIIE A mARER  HEAHEET S
, el SRR g AEEEY AR HES
Physical ftpESE P T
risks
grE | Chronic
The increase in electricity
consumption due to weather . ) -
changes such as persistent hot Adopting energy saving policies and
or cold weather, and its green measures to avoid excessive
subsequent impact on operating consumption of natural resources
costs A ERRBER R EER &
2 RBEFARRER
KRB LEMBIFERR
BERARERFESEE M 4
[IE-Z 3£ 32%:
Policies and regulations o . o
More stringent climate policies Strictly implementing emission
and regulations (such as more reduction measures (e.g. vehlc_:le
stringent electricity restrictions) management measures and different
may increase compliance and b0|l_er c_)peratlon ques by season) to
operating costs maintain low emissions
B EER )%E%%ﬁiﬁﬁﬁ?ﬁiiﬂ@%ﬁﬁﬁ
F A R BRSER (I (an/U28 BRI F IR ARG T
EERNRES)RIEMAE EMEETAN) - DURIFEHEN
Transitional | J& R & A *F¥
risks
B The Group adheres to the concept of
Market sustainable development and strictly
Consumers switching to controls its product manufacturing
products that more actively process, such as using recyclable
incorporate environmental materials for packaging and using
concepts, resulting in lower coal with higher combustion value to
income reduce emissions
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Although the climate change risks identified by the Group will
not have a significant impact on its business, the Group will also
review the potential impact of climate change on its business
annually and adopt appropriate measures to mitigate any potential
risks.

SOCIETY

HUMAN RESOURCE OVERVIEW

The Group is committed to protecting the legal interests of all its
employees and in strict compliance with a series of labour laws of
the People’s Republic of China, such as the Employment Contract
Law of the PRC (& A R LA S BE)S L)), the Labour Law
of the PRC ({#ZE AR £ FIEI 4 &% )) and the Social Insurance
Law of the PRC (K E AR K MBI G REIED) .

During the Year, the Group focused on talent cultivation,
strengthened the development of human resource, and selected
talents according to the needs of long-term development and
the policy of “morality first”. We have introduced a system with
a series of human resource policies, including but not limited to
procedures concerning wages of employees, talent evaluation
and selection and human resource management. The Group has
established a diversified position system and promotion path for
management, professional, technical and supporting specialists
according to the latest market standards, in order to maintain the
impetus of employees. Our human resource development plan
includes following strategies:

° Promoting the selection of senior management of the
Company

o Attracting talents with great potential

° Cultivating reserve personnel

o Enhancing talent exchange

° Regularly evaluating the work performance of employees
° Maintaining fair and reasonable competition mechanism

Employees of the Group have different religious belief and
background. There is no any discrimination against gender, age,
race, religious belief or physical disability during our recruitment
process.

The Group complies with the Provisions on the Prohibition of
Using Child Labour (KZ LA ZE T E)) of the PRC. A strict
background check is adopted during the recruitment process to
avoid employing child labour inadvertently. In addition, we would
never force any employee to work by means of violence, threats,
or illegal restriction of personal freedom during the business
process.
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The Group implements standard working hours for its employees,
which is no more than eight hours per day and no more than forty
hours per week. In addition to statutory holidays, employees are
also entitled to other holidays including home leave, marriage
and compassionate leave, maternity leave and paid annual leave,
with strict compliance to rules of the country. The Group also
contributes various social insurance premiums for all employees,
including unemployment, medical care, maternity, work injury,
pension, housing provident fund, etc.. Prior to joining or leaving the
Group, employees need to take health examinations organized by
the Group, in order to guarantee the personal health of employees
and a safe production environment. Concerned with physical and
mental health of employees, we actively encourage employees
to participate in sports activities to improve their physical
quality and enhance the vigor of the Group. In order to help the
employees strike a balance between work and health, the Group
also held tasting events and celebration parties for its employees
and organized sports teams to participate in events held by
governments, such as basketball matches and sports games,
helping them maintain their physical and psychological health.

The Group had 318 employees in total as at 31 December 2021
(2020: 341). All the employees have long-term labour contracts
with the Group. The structure is as follows:

Age group
F e 48 7l
<25

25-29
30-39
40-49

>50

Total number
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Gender of employment

& 5155 e

Male employees

EtEE 147 152

Female employees
ZHER 171 189

Type of employment

EiEEE
Full time
s 318 341
Part time
L 0 0

Location of employment
ih [ & 5

PRC

H 316 339
Hong Kong

B 2 2
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Statistics of employee turnover are set out as follows: T REBBBA:

Turnover rate by gender

BURBE D WEERKLR

® 35%
@ 34%
65% @ 66% &

. Male employees . Female employees . Male employees . Female employees
BHES ZHES BHES ZHES

Turnover rate by age

BERAERNEERALLR

0 5%

25%
® 25%

2021 2020

15%

64%
45%
@ <5 @ 25-29 @ <5 @ 25-29
<258% 25-298% <258% 25-208%
@ 30-39 40-49 @ 30-39 40-49
30-395% 40-495% 30-395% 40-495%
>50 >50
>505% >505%
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HEALTH AND SAFETY

The Group complies with the Law of the PRC on the Prevention
and Treatment of Infectious Diseases ((FF#E A R LM E E 2 5E
fr367%)), the Law of the PRC on the Prevention and Control
of Occupational Diseases ({(FEARLMBEB E R AEE)),
the Provisions on the Supervision and Administration of Labour
Protection Articles KB B ERMEEEEHRTE)) and the
Regulations Concerning the Labour Protection of Female Staff
and Workers ({Z B T4 8{R#E#HT)) . In order to enhance
occupational safety, improve working conditions, safeguard
employee’s personal interests and ensure protection of life and
property, the Group has formulated its internal production safety
regulations. The Group has been committed to the principle of
“Safety First, Prevention is a Priority” which requires that our
productions should meet the safety requirements, with an aim
to implementing safe production, sophisticated management and
maintaining a clean and hygienic production site. Interdepartmental
meetings will be held regularly to review the safety and efficiency
of work routines, remind employees of each department to
keep the office clean and tidy, and always bear in mind the safe
production during work.

Interviewees shall provide relevant qualification certificates when
recruited for special positions. The Group requires that employees
whose positions are exposed to occupational hazards should
accept a complete set of responsibility system for occupational
diseases prevention, and support the management measures for
the prevention of occupational diseases. All the employees of the
Group shall take annual health examination as well as health and
safety trainings, and a record of their examination results shall be
kept to demonstrate the importance we place on the knowledge
on occupational health of employees as a whole. The Group
requires that the production and technical workers should be health
certificate holders before commencement of work. In addition, the
Group has taken several measures to prevent accidents, which
require personnel engaged in machinery repair and maintenance
to use gloves and wear a series of safety equipment in machinery
maintenance, and to pay attention to managing and monitoring
plants and offering safety management and education for
employees. During the Year, the Group had arranged training on
the management system and corporate culture, safe production,
fire safety, and safety education and knowledge, held occupational
health workshops, and publicized and implemented relevant
national laws and regulations, so as to ensure occupational health
and inspection work are well-performed.

The Group has not experienced any work-related injuries or
fatalities in the past three years, including the current year.
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DEVELOPMENT AND TRAINING

The Group pays great attention to personnel trainings. Therefore,
the Group formulates a comprehensive training program every
year to enhance the professional knowledge and ethics of the
staff, and help them produce high-quality wine products through
the provision of education and training on professional ethics and
relevant rules and regulations. According to the needs of different
positions, the training plan of the Group in the Year covered wine
knowledge, company management system, corporate culture, safe
production, fire safety and production technology. The trainings on
professional knowledge have effectively enhanced the employees’
detailed understanding of the production process, the Company’s
management culture and safety measures, etc. In order to
guarantee product quality, the Group strengthens the training on
the professional knowledge and technology for the personnel in the
key production positions, so that employees can possess sufficient
knowledge and corresponding supporting capability.

During the Year, the Group held symposiums in order to create
closer relationship between the enterprise and employees,
superiors and subordinates, and among employees themselves,
offer opportunities for employees to voice their opinions,
and enhance the sense of belonging of employees through
communication. During the Year, the average hours of training of
each male employee and female employee are 5.76 hours (2020:
10.6 hours) and 3.44 hours (2020: 10.7 hours), respectively. During
the year, total number of staff participated the Group's in-house
training amounted to 209, which was 66% of the Group's total
employees. The group of staff participating the training included
163 from junior grade (78% of the trained staff) and 46 from
middle level (22% of the trained staff) during the Year. Total number
of training hours was 1,491 hours. Junior grade staff were trained
4.85 hours on average whereas the middle level ones were trained
3.46 hours on average during the Year.
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Trained employees by gender
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LABOUR STANDARDS

The Group is committed to protecting the human rights
of employees in compliance with all the relevant laws and
regulations. It is forbidden to employ forced labour and child labour,
and candidates are required to provide certificate of identity,
professional certificate and the severance certificate issued by
former employer for identity verification during the recruitment.

If the Company is found to employ child labour or forced labour in
violation of regulations, the Company will immediately terminate
the labour contract, investigate into the reasons and liabilities,
and impose due punishments on faulty employees. During the
Year, the Group had no incidents of forced labour or child labour
related-employment.

OPERATION PRACTICE

PRODUCT AND SERVICE

The Group is committed to researching, developing and launching
diversified new products. In order to satisfy different needs of
customers, the Group has launched grape wines of different prices
and levels. In terms of the sales mode, the Group continues to
depend on the traditional distribution channel, while proactively
develops and expands the online consumption platform. Since
2016, it has begun to sell grape wine products online to give full
play to the market potential of the e-commerce model, develop
diversified distribution channels, and expand the sales scope.

SUPPLY CHAIN MANAGEMENT

The Group always aims to provide high-quality products to its
customers. In order to manage the potential risks arising from our
suppliers, before entering into contracts with them, the Group will
carry out specific risk analysis. In addition to the quality of goods,
the Group also focuses on whether there are negative reports on
the environmental and social performance of our suppliers. If any
relevant reports are found, the Group will inquire relevant suppliers,
submit the review proposals to the supplier, and consider whether
there is any need for replacement for new suppliers. It will also
dispatch management staff to carry out strict investigation in the
production base of the supplier, and randomly inspect documents
of the supplier such as written records, in order to guarantee
each supplier can satisfy the conditions stipulated by the Group
prior to the signing of contracts. The management staff of the
Group will make a detailed evaluation on the products and risks
of its suppliers once more at least one month prior to the expiry
of the contracts to determine whether to renew the cooperative
relationship.

As at 31 December 2021, we had a total of 43 suppliers. All are
from the PRC.
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STRICT PRODUCTION PROCESS

The Group owns a full set of professional production line
and a professional winemaking management team to provide
comprehensive quality instruction and control on each bottle of
wine produced. The Group has obtained Food Production License
and QS Certificate. From the first process of wine manufacturing,
the grapes that we use are hand-picked and selected according
to a high-standard requirement. With the professional instruction
of winemakers and our advanced equipment, the grapes are
gone through a number of general processes such as washing,
stem removing, squashing, canning, temperature-controlled
fermentation, base wine ageing, base wine adjustment, laboratory
test, sterilization, bottling, packing, finished products, storage,
transportation and so on and finally become wine in which we are
fully confident.

During the Year, there were no return of products of the Group that
had been sold or delivered due to safety and health problems, or
receipt of any complaints on products and services.

Emphasis on Quality

The Group attaches great importance to its product quality with
strict quality management system in place and has been awarded
[ISO9001 Quality Management System Certification. The mountain
grapes cultivated and the mountain grape wine produced in
the Group's organic grape production base in Ji'an City has
obtained GB/T19630.1-2011 Organic Products (Part I: Production)
Certification and GB/T19630.2-2011 Organic Products (Part II:
Processing) Certification, and also obtained GB/T19630.3-2011
Organic Products (Part Ill: Identification and Sales) Certification and
GB/T19630.4-2011 Organic Products (Part IV: Management System)
Certification. At the same time, certain wines of the Group have
been awarded certifications by China Green Food Development
Center, including Mountain Grape Wine, Dry Wine, Ice Wine, Hong
Full Juice Mountain Grape Wine and Original and Wild Mountain
Grape Wine, which are in line with the Green Product-Class A
Standards and have been recognised as Green Food-Class A
Products. The Group's great efforts on quality control was evident
by the above achievements.
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To ensure the stability of the Group's production supply, the
departments of sales, production and supply will hold meetings
to formulate production plan before mass production. For the
grapes cultivated in vineyard, before procurement period of each
year, inspectors from the Group will first check the grape maturity,
and then complete the glucose checklist to confirm whether
they are qualified for brewing. When the squeezed grapes are
transported to production workshops, inspectors will perform
quality test on the grapes first, and then they will carry out sugar
content detection occasionally to ensure the quality of grape juice.
Meanwhile, winemakers will adjust the brewing formula according
to the sugar content of grape juice to guarantee the consistent
quality of all the finished products. In addition, the grape juice
outsourced by the Group will be carried out testing inspection by
technical department, and then delivered to manufacturing site
after passing the inspection.

Production will not commence unless the samples taken by the
Group's inspectors from the raw materials purchased and delivered
to the workshop have passed the physical and chemical indicators
test in laboratory. Unqualified raw materials will be taken out and
returned to suppliers. Throughout the whole production process,
inspectors will sample and test the product in progress or finished
product in warehouse irregularly, and record the inspection results
to ensure the quality of the wines produced meet the standards.

Emphasis on Safety

The Group has formulated a management system in various
aspects such as personnel, equipment, raw materials, packaging
materials, purchase inspection, product technical standards,
detection standards and production environment control, and
required the personnel of relevant departments to strictly comply
with and implement relevant guidelines.

The production process of the Group complies with the Regulation
on the Implementation of the Food Safety Law of the PRC ({7 &
ARKEFMBERBEZEEMIEH)) . 1t is required that the production
sites should keep clean at all time to ensure food safety. Raw
materials shall be processed according to the requirements of
health standards and containers of raw materials shall be cleaned
regularly to prevent contamination. The Group has set stringent
requirements for workers to enter production sites. Before
entering the production sites, workers are required to conduct
hand disinfection and pass the footbath pool; after entering the
production sites, workers are required to wear neat work clothes,
pants and hats, and uniforms shall be cleaned regularly. Tools,
production equipment and containers shall also be thoroughly
cleaned and disinfected both before and after use.
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Emphasis on Reputation

The Group has been committed to building a long-term relationship
of mutual trust with our customers. Therefore, all the Group's
employees have been required to enter into a confidentiality
agreement, covenanting that they will keep and handle the
confidential information of customers with due care without
disclosing confidential information to third parties. At the same
time, in order to further safeguard our customers’ information, the
Group requires that outsiders and vehicles must be registered to
reduce the leak risk of the assets of customers and the Company.

As a responsible enterprise and partner, the Group strictly complies
with the process of the existing Finished Goods Inventory
Management (B @ EEIE)) with an aim to sell products in the
best condition through a prudent storage method. Products shall
be stored by categories and managed on a quantitative basis. In
addition, products should be inspected and maintained on a daily
or regular basis according to their varieties, characteristics and
storage conditions, including recording temperature, humidity and
other indicators in the warehouse to prevent products from getting
deteriorated, moldy, expired or damaged. The Group will conduct
final check prior to delivery to ensure that products sold pass the
quality management test.

Furthermore, the Group has also developed a complete return
process. If quality problems are identified in raw materials or
packaging materials, such materials will be immediately returned
to suppliers as the Group refuses to use substandard materials.
Meanwhile, the Group accepts products that need to be returned
due to quality problems so as to provide quality services to
customers.

Emphasis on Management

To improve the management of the Group, we regularly conduct
comprehensive review on corporate environmental sanitation and
disciplines. If any non-compliance is identified in the process of
review, the relevant issues will be reported to the corresponding
department’'s manager for handling timely. Besides, the Group
maintains frequent communication with its staff. All working
procedures in the Group shall be performed with law and rule
being abided by, any violation being investigated into with basis
and solution to resort to, in order to improve the service quality.
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In terms of sales of products, the Group carefully chooses
distributors by evaluating their marketing approaches and
creditworthiness, and only cooperates with the most appropriate
ones after prudent consideration. By managing and monitoring the
performance of our distributors, the Group ensures that customers
are provided with quality services.

Pursuant to the Advertising Law of the PRC ({(ff#EE AR HMEE
423%)) and other laws and regulations, the Group carries out strict
review procedures on the policies and regulation about advertising
and labeling and conducts cross-checking of electronic files with
cooperation partners, in order to ensure that the public can have a
good and correct understanding of the product information.

ANTI-CORRUPTION

The Group strictly adheres to the Criminal Law of the PRC (&
= ARKLMBEAE)Y), the Anti-Money Laundering Law of the
PRC K #E AR FLMBEI R %)) and the Prevention of Bribery
Ordinance (€I 1F BEB& 161)) of Hong Kong. Our staff is prohibited
from participating in any illegal behaviors by taking advantage
of their positions, including but not limited to bribery, fraud, and
illegally obtaining or accepting properties from others.

The Group also severely cracks down on any money laundering
activities conducted through public account or private account, in
order to prevent any corruption or bribery within the Group. If any
suspected corruption case is found, employees may report to the
relevant managers of the Group or the local competent authority
via phone, email, letters and other means.

Due to the nature of the Group's business, the potential risk of
corruption was not high, so no relevant training was held during
the Year. The Group will arrange anti-corruption training for directors
and staff when necessary according to actual needs.

During the Year, there were no lawsuits or allegations of corruption
involving the Group or its employees.

CHARITY CAMPAIGNS

In the past, the Group organised a volunteer group to visit a
welfare home in Tonghua City to care and encourage children in the
welfare home by donating books, fruits and donations. We deeply
acknowledge the importance of giving back to the society and
spare no effort in providing help to the community. During the Year,
due to the impact of the COVID-19 pandemic, in order to protect
the health and safety of employees and the society, the Group
did not hold social welfare activities. We will continue to explore
opportunities, dedicate resources and encourage employees to
participate in community activities.
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THE STOCK EXCHANGE'S ESG REPORTING GUIDE

e

B (RR HERERBEED

Key
Performance
Indicators
(KPI)
BRENER ESG Report

(KPI) (BR -HERERERE)

Disclosure Section

REEH

A. Environmental
A RE

A1: Emissions

EBEAT : HiY)

General Disclosure

—R =

Information on:

(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact on
the issuer

relating to air and greenhouse gas emissions,
discharges into water and land, and generation of
hazardous and non-hazardous waste.

BRBRIORERBHN RAKRLNES A

Environmental protection and
legal compliance

RIFRERAHER

respective emission data

B iE KRR R

LEEEEVNELSN:
(a) B&E: &
by EFHEBETABERZENEBREERAM
GESCR
A11 The types of emissions and Data on greenhouse gas

emission
BERBIEREIE

A1.2 Direct (Scope 1) and Energy
Indirect (Scope 2) Greenhouse
Gas Emissions and Density

B (8E1) ke REE (8E2)

RERBSHERTE

Data of greenhouse gas
emission
hEREBHRER
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Key

Performance

Indicators

(KPI1)

BRENEEZ ESG Report Disclosure Section Notes

(KPI) (R HERERBE) BEEH B

A. Environmental

A R

A13 Total hazardous waste produced Waste recycling and forwarding
MEXREREERE REEY) DA A RS

Al4 Total non-hazardous waste Waste recycling and forwarding
produced [E% 22 Wy [0 W F1) A %
MELABREERAES

A15 Describe the emission targets set | Greenhouse gas emission
and the steps taken to achieve BEREHEK
them Resource usage
MFTET VN EE B R ABESD | ERER
EL B SRS B

A1.6 Description of how hazardous Waste recycling and forwarding
and non-hazardous wastes are FEE YR A R &
handled, reduction initiatives and
results achieved
HEREEEREZEENNS
EORBEEEENEELIERR
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Key
Performance
Indicators
(KPI)
BEENER
(KPI)

ESG Report
(R HERERBE)

Disclosure Section

REEH

A BE

A. Environmental

A2: Use of Resources

BEA2 : B BEF A

— R E

General Disclosure

Policies on the efficient use of resources, including
energy, water and other raw materials.

BRERER (BEER KEEMRMHE) K-

Resource usage

BERER

any issue in sourcing water that
is fit for purpose, water efficiency
targets established and the steps
taken to achieve them

it SKEUE A KR £ ] B )
B A RAET S RA ARz E
RREDEL B RARREFR

BERER

A2.1 Direct and/or indirect total energy | Data on greenhouse gas
consumption by type emission
PR SNERER /IHEER | RERBHERHE
A2.2 Water consumption in total and N/A The Group has obtained the
intensity TiE A State's permit(s) for water
BRKERRE intake and sewage discharge
which stipulate the amount of
water that can be extracted for
usage.
AEERRRERM THK K
SEEERBERBEZEMIUKRS
IKEEHER - ERRTE TIUKE -
A2.3 Describe the energy efficiency Resource usage
targets set and the steps taken to | &R {#
achieve them
F 3 AT AT S BV B IRE AR A as B AR AT
REVE) 5 B
A2.4 Description of whether there is Resource usage
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Key
Performance
Indicators
(KPI)
BRENEEZ ESG Report

(KPI) (R HERERBE)

Disclosure Section

REEH

A. Environmental
A R

A2.5 Total packaging material used for
finished products and the portion
per production unit
HRMATAREMBNBERTAE
EBMGE

Data of packaging materials

used by finished products
MR B EME &R

A3: The Environment and Natural Resources

EBEA3  RERKAER

General Disclosure

— M=

Policies on minimising the issuer’s significant impact
on the environment and natural resources.

BEBRTAHRERRRERERNEATENBR

Environment and natural
resources

RERRAAER

A3.1 Description of the significant
impacts of activities on the
environment and natural
resources and the actions taken
to manage them

i EBTBHIRE R RAAREIRK
BEAVERERDEEREEYEN
7%

Environment and natural
resources

BRERRKRER

A4: Climate Change
EBEAL: RIEEL

General Disclosure

— R

Policies on identification and mitigation of significant
climate-related issues which have impacted, and
those which may impact, the issuer.

BRI REHDER %Qﬁ%ﬁAFE%%M%K%
G ENENE e

Change of climate

AR

A4.1 Description of the significant
climate-related issues which have
impacted, and those which may

taken to manage them.

ENEARGHBEE REYHTT
@JO

impact, the issuer, and the actions

HACERATREEUBRTAELY

Change of climate

RIEEL
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Key
Performance
Indicators
(KPI)
BRENEE ESG Report Disclosure Section Notes
(KPI) (RE -HLERERB®E) WEZE B

B. Social
Big

B1: Employment
EMEB1 : EE

General Disclosure Human resource overview

— MR ANERER

Information on:

(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact on
the issuer

relating to compensation and dismissal, recruitment

and promotion, working hours, rest periods, equal

opportunity, diversity, anti-discrimination, and other

benefits and welfare.

EREHRRE BEREH ILERYS RE T

e Zalt REGAREMFEREN:

(a) & R

o) BEFHBTABERZENEBEERRD
)& Ko

B1.1 Total workforce by gender, Human resource overview
employment type, age group and | AN & REER
geographical region

BIER - EBREEE FieER Rt
REDHEEER

B1.2 Employee turnover rate by gender, | Human resource overview
age group and geographical region | A 71 &REER

BRI FiRER RILERE SR
BmALL =
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Key
Performance
Indicators
(KPI)
BRENEE ESG Report Disclosure Section Notes
(KPI) (RE -HLERERB®E) WEZE B

B. Social
Big

B2: Health and Safety
BEB2 - BEHEZ2

General Disclosure Health and safety
— MR BREZ2

Information on:

(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact on
the issuer

relating to provision of a safe working environment

and protecting employees from occupational

hazards.

BFRRHZ2TERERREEEHEBELREEN:

(a) B R

by BEFHBETABERTENEREZERAM

H) &Ko

B2.1 Number and rate of work-related Health and safety
fatalities REEZE
AIE@ERmET AB KL E

B2.2 Lost days due to work injury Health and safety
AIGEEXIER BREZ2

B2.3 Description of occupational health | Health and safety
and safety measures adopted, REEZSE
and how they are implemented
and monitored
B RA BRERER 2 H
M ARBBRTRERTX
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Key
Performance
Indicators
(KPI)
BRENEE ESG Report Disclosure Section Notes
(KPI) (RE -HLERERB®E) WEZE B

B. Social
Big

B3: Development and Training

EEB3 : & & &IF7

General Disclosure Development and training
—RE TR RIEH

Policies on improving employees’ knowledge and
skills for discharging duties at work. Description of
training activities.
FRRABEBRTIEREN N R MR
IEFES

B3.1 Percentage of employees trained Development and training
by gender and employee category | #E Kl
BEUERIREEENESWZIES

BoL
B3.2 Average training hours completed | Development and training
per employee by gender and R RIE

employee category
wURIRkEERRE D BEER
R EE RS ELSE o
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Key
Performance
Indicators
(KPI)
BRENEE ESG Report Disclosure Section Notes
(KPI) (RE -HLERERB®E) WEZE B

B. Social
Big

B4: Labour Standards
[BEB4 : & T %R

General Disclosure Labour standards
— M & T AR

Information on:

(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact on
the issuer

relating to preventing child and forced labour.

BRAP EE T osa bl T

(a) BE: Rk
by EFHBETABEAZENHEBEZRAM
B -

B4.1 Description of measures to review | Labour standards
employment practices to avoid BT AR
child and forced labour
iR R EMNERAREE
TR#&HIST

B4.2 Description of steps taken to Labour standards
eliminate such practices when & TR
discovered
W EERERBERREREHAE
LR ERER 6 A7 B
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Key
Performance
Indicators
(KPI)
BEENER
(KPI)

ESG Report
(R HERERBE)

Disclosure Section

REEH

B. Social
BitE

B5: Supply Chain Management
EEBS : HHEHRER

— R

General Disclosure

Policies on managing environmental and social risks
of the supply chain.
BERMHEENRE R GREREE-

Supply chain management

HEEE R

suppliers to promote the use of
green products and services, as
well as related implementation
and monitoring methods

L BRE R B 2 2 % AR IR
EmRRBHNEL - URBBRT
RERT*

HEEE IR

B5.1 Number of suppliers by Supply chain management All suppliers are from mainland
geographical region HrEEEE China.
BRI SR EE 2B P76 i 7 29 52 P B 9 3t it g
7o
B5.2 Description of practices relating Supply chain management
to engaging suppliers, number of | & #E 12
suppliers where the practices are
being implemented, how they are
implemented and monitored
W ERERHRERNEN mA
WITEREMMHEEREE AR
BHREBMRTRERAE
B5.3 Describe practices for identifying Supply chain management
environmental and social risks at | fJESEE
every step of the supply chain, as
well as relevant enforcement and
monitoring methods
e BB HERETERG R
BRAGREBRNEH  ARBBHR
TREENE
B5.4 Describe practices in selecting Supply chain management
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Key
Performance
Indicators
(KPI)
BRENEE ESG Report Disclosure Section Notes
(KPI) (RE -HLERERB®E) WEZE B

B. Social
Big

B6: Product Responsibility
[EEB6 : EmE T

General Disclosure Operation practice
—RE ZEED

Information on:

(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact on
the issuer

relating to health and safety, advertising, labeling

and privacy matters relating to products and services

provided and methods of redress.

BRMRERERMRBNRELEZ2 BE BER

MEEEA KBRS EN:
(a) B R
(o) BEFHBETABERZENBEBEERRD
AR -
B6.1 Percentage of total products sold | Operation practice
or shipped subject to recalls for 2IEE I

safety and health reasons
BEHCEREMEHTER 2 E
RERERmMARKNE DL

B6.2 Number of products and service Operation practice
related complaints received and ZIEE A

how they are dealt with
BEREANERRRBHIRFEE U
K 7704
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protection and privacy policies,
how they are implemented and
monitored

s B & ERMRIE RALBBUR -
IWRBBMITRERE A

=EER

Key

Performance

Indicators

(KPI1)

BRENEEZ ESG Report Disclosure Section Notes

(KPI) (R HERERBE) BEEH B

B. Social

BAE

B6.3 Description of practices relating N/A The Group mainly engages in
to observing and protecting A iE A the production of wine products
intellectual property rights without any intellectual property
Wl EEERRENZEEFBAN rights under management.
& fl AEBNEEBREERAE K

BEBERNBER-

B6.4 Description of quality assurance Operation practice
process and recall procedures 2B
HEESRTRAERERBKER

B6.5 Description of consumer data Operation practice

BRI R AW | R AEER
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Key

(KPI)

(KPI)

Performance
Indicators

HRAMER

ESG Report
(R HERERBE)

Disclosure Section

REEH

B. Social
Big

B7: Anti-corruption
[EMEB7 - RES

(a)
(b)

(a)
(b)

General Disclosure
— M

Information on:

the policies; and

compliance with relevant laws and
regulations that have a significant impact on
the issuer

relating to bribery, extortion, fraud and money
laundering.

BRVLER BR KEERAREN:

BE R
HFHEGTAEEARENEEERRAD
EE

Anti-corruption
RES

B7.1

Number of concluded legal

cases regarding corrupt practices
brought against the issuer or its
employees during the reporting
period and outcomes of the cases
REZRPANEETASIHESRLE
WEBENESFARGNEE &
FAER

Anti-corruption
k&S

B72

Description of preventive
measures and whistle-blowing
procedures, how they are
implemented and monitored

i3t By &6 4 i R RAR T DA AR
BT RERGE

Anti-corruption
k&S

B7.3

Describe the anti-corruption
training provided to directors and
employees
HimMEEREIRHENRERE
Bl

Anti-corruption
RES

HERE R EEMARAT | ZB 2 AEER

CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021

9K




ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BRBE AL R

Key
Performance
Indicators
(KPI)
BRENEE ESG Report Disclosure Section Notes
(KPI) (RE -HLERERB®E) WEZE B

B. Social
Big

B8: Community Investment
EHEBS - HEIKRE

General Disclosure Charity campaigns
—RE NHEEE

Policies on community engagement to understand
the needs of the communities where the issuer
operates and to ensure its activities take into
consideration the communities’ interests.

B E2ERTREEMTARTZMNRBERAE
BIEE S E BALE I MR

B8.1 Focus areas of contribution Charity campaigns
EIERER NE

B8.2 Resources contributed to the Charity campaigns
focus area NG
EEISRMPHAEIR
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ol

ZHONGHUI

TO THE SHAREHOLDERS OF CHINA TONTINE WINES GROUP
LIMITED
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of China
Tontine Wines Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 104
to 172, which comprise the consolidated statement of financial
position as at 31 December 2021, and the consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2021, 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.

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.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, 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.

INVENTORIES
Refer to note 20 to the consolidated financial statements.

The Group tested the amount of inventories for impairment. This
impairment test is significant to our audit because the balance of
inventories of approximately RMB210,314,000 as at 31 December
2021 are material to the consolidated financial statements. In
addition, the Group's impairment test involves application of
judgement and is based on estimates.

Our audit procedures included, among others:

- Assessing the Group's procedures on ordering and holding
of inventories;

- Evaluating the Group's impairment assessment;

- Assessing the marketability of the inventories;

- Assessing the ageing of the inventories;

- Assessing the net realisable values of the inventories; and
- Checking subsequent sales and usage of the inventories.

We consider that the Group's impairment test for inventories is
supported by the available evidence.

BAREZEE
FAREZFALSNESZIERHEME B
BEEERARHCGEAMBREARRERN
SR ELFHEERSENEERAMD
BERMOABEARETREN -BEETEY
EUFREHEBNER -

H
SR & BHE WE M 520 -

EEBC R TEERESE - EEREN
AEBEMOBFAFEZEZEEN BERAN_-Z
T+ A=+ HHNEFEZEBHARE
210,314,000 c R A M BREAMEBEE -
AN B EE R RER S & H I
EREHETESL -

BB REFEE (AP EE) TISE:

- AHh BEEERIBRBEFENER:
- A BEREARER G

- AHE T E R E I

- BEEYEACE S

- A ER A E2RFEE: &
= BEFEHNRERHEERER-
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PROPERTY, PLANT AND EQUIPMENT AND RIGHT-OF-USE
ASSETS
Refer to Note 17 and 18 to the consolidated financial statements.

The Group tested the amount of property, plant and equipment
and right-of-use assets for impairment. This impairment test is
significant to our audit because the balance of property, plant
and equipment and right-of-use assets of RMB137039,000 and
RMB41,974,000 respectively as at 31 December 2021 are material
to the consolidated financial statements. In addition, the Group's
impairment test involves application of judgement and is based on
assumptions and estimates.

Our audit procedures for those using value-in-use calculations
included, among others:

- Assessing the identification of the related cash generating
units;

- Assessing the arithmetical accuracy of the value-in-use
calculations;

- Comparing the actual cash flows with the cash flow
projections;

- Assessing the reasonableness of the key assumptions
(including revenue growth, profit margins, terminal growth
rates and discount rates); and

- Checking impairment data to supporting evidence.
We consider that the Group's impairment test for property, plant

and equipment and right-of-use assets are supported by the
available evidence.

ME BERRBEURERAEEE
2R AMBRRMEI7RI8 -
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ERBERRMEFEDL -

EEAHEREEFEZENEFEE (R
REE)TIREA:

- AHERRER S E A B 2 R

- AHfh e R EER B 2 BT
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OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company's annual
report, but does not include 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. WWe have nothing
to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors 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.

In preparing the consolidated financial statements, the directors
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 either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.
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INDEPENDENT AUDITOR’S REPORT
T S A% S o

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. We report
our opinion 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.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's
website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/standards/
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Pang Hon Chung

Audit Engagement Director

Practising Certificate Number P05988
Hong Kong, 22 March 2022
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CONSOLIDATED STATEMENT OF
PROFIT OR LLOSS AND OTHER COMPREHENSIVE INCOME

Aot B TR 2 e HAth 2 T WA B AR

For the year ended 31 December 2021
HE-T-_—F+-_A=1+—HLLEE

2021 2020
—E-—fF T -TF
Notes RMB’000 RMB'000
B 5 AR®BT ARET T
Revenue U &% 7 208,371 107,881
Cost of sales RN (140,976) (170,372)
Gross profit/(loss) EF,(18) 67,395 (62,491)
Other income, gains and losses HigA - Wz kEE 9 3,707 1,145
Selling and distribution expenses HERDHEAS (15,812) (32,220)
Administrative and other operating TR H MG ERT
expenses (39,159) (39,354)
Impairment loss on property, N N
plant and equipment BIEEE - (29,847)
Impairment loss on right-of-use assets FREEERBERSE - (8,866)
Change in fair value of biological assets £ & E KA F(EE 19 4,299 4,293
Change in fair value of convertible bonds — AJ# % EH 8 A F(EEZ F) 28 (724) -
Share-based payments LARS 7 3 EL 1 B 5 3K 30 (2,334) =
Finance costs b & B AR 10 (156) (1,045)
Profit/(loss) before tax BRBLATEF, (BE) 17,216 (168,385)
Income tax expense Fris®if X 11 = =
Total comprehensive income/(expense) FRZEWZE ~ (BAX)
for the year k) 12 17,216 (168,385)
Total comprehensive income/(expense) EHERZEUZE,
for the year attributable to: (BAxX) &%
Owners of the Company ViN/NEIE Z =N 11,336 (162,160)
Non-controlling interests FEVE IR = 5,880 (6,225)
17,216 (168,38b)
Earnings/(loss) per share BREAN(FH8) 16
Basic (RMB cents) ER(AREKS) 0.55 (8.06)
Diluted (RMB cents) BEANEEKS) 0.47 (8.06)
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

mE B IR DL
At 31 December 2021
R-ZF-_—F+-A=t—H

2021 2020
—E-—fF T -THF
Notes RMB’'000 RMB'000
B 7 AR®T T AREFIT
Non-current assets kRBEE

Property, plant and equipment L E =S 17 137,039 138,175
Right-of-use assets FREEE 18 41,974 41,045
Biological assets EYMEE 19 33,461 2,642
Prepayments TR 3RIB 22 4,450 9,058
216,924 190,920

Current assets REBEE
Inventories BE 20 210,314 143,775
Trade receivables 5 R 21 118,741 65,726
Deposits and prepayments e B RIE 22 8,443 96,784
Current tax recoverable B EA AT Y (5] % T8 5,551 5,551
Bank and cash balances R1TRIR & &k 23 85,866 37447
428,915 349,283

Current liabilities REBEE
Trade payables B S REAER 24 17,985 5,343
Other payables and accruals HthENRIBERESTER 25 30,552 23,069
Amount due to ultimate holding company & & 442 IE A 71 7k H 26 5,929 3,769
Amount due to non-controlling shareholder J&f<t FE122 i% IS 28 2 18 26 1,089 =
Lease liabilities HEAE 27 794 788
Current tax liabilities BB & E 9,961 9,961
66,310 42,930
Net current assets REBEEFE 362,605 306,353
Total assets less current liabilities HEERARBERE 579,529 497273

o BE KRR A R A | 22— EAEH
CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021

105




CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

B A A IR

e

2021 2020
—E-—fF T -THF
Notes RMB’'000 RMB'000
B 7 AR®T X AREFIT
Non-current liabilities kRBEE
Lease liabilities HERRE 27 786 2,380
NET ASSETS EEFE 578,743 494,893
Capital and reserves EXREE
Share capital & AR 29 22,748 17624
Reserves B 470,772 399,724
Equity attributable to owners of PNNETE Y N g
the Company 493,520 417348
Non-controlling interests JEVE R M = 85,223 77545
TOTAL EQUITY R 578,743 494,893

The consolidated financial statements on pages 104 to 172 were EZF €N _E-—F=A-+_-_HH#HEEE
approved and authorised for issue by the board of directors on #E T3 FE104E172E N A T BIHE - W A

22 March 2022 and are signed on its behalf by: IWTALTREESE:
Wang Guangyuan Zhang Hebin

DIRECTOR DIRECTOR

ERE iR A

EE EE
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2021

HE-_Z-_-—F+-A=1+—BLLEE
Share Non-
Share Share Special  Statutory options Other  Accumulated controlling
capital premium reserve reserves reserve reserve losses Total interests Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000
(Note a) (Note b)
R BRBRE  REEE  AEHG  BRERE  HtRE  ZiER Rt FERER &it
ARBTL  ARETR  ARETT ARETR ARBTn  ARETR  ARETT  ARETR  ARETn  ARETR
(Ktita) (Bzb)

At 1 January 2020 R-5-%4-f-A 17624 910,641 86,360 135,088 8,373 - (578,478) 579,508 83,770 663,278

Total comprehensive expense FR2ARTLE

for the year - - - - - - (162,160) (162,160) (6,225) (168,385)
Share option lapsed (note 30) BIRERM (330 - - - - (3,756 - 3756 5 5 5
At 31 December 2020 RZZZ%E

+ZA=+-H 17624 910,541 86,360 135,088 4,617 - (736,882) 417348 77545 494,893

At 1 January 2021 R-F--%-f-H 17624 910,541 86,360 135,088 4,617 - (736,882) 417,348 71545 494,893

Total comprehensive income FREANGEE

for the year - - - - - - 11,336 11,336 5,880 17216
Acquisition of subsidiaries (note 13) WEEMELE (3H13) 1,857 15,224 - - - 13,143 - 30,224 1,798 32,022
Convertible bonds converted ERmiakES (i)

(note 28) 3,267 29,01 - - - - - 32,278 - 32,218
Share option lapsed (note 30) BRELH(Hi30) - - - - (4,617) - 4,617 5 S =
Share option granted (note 30 ERERH (530) - - - 5 2,334 5 = 2,334 5 2,33
Transfer to statutory reserves BRTITRA - S = 684 S S (684) S S =
At 31 December 2021 R-F=-F

+-A=1+-8 22,748 954,776 86,360 135,772 2,334 13143 (721,613) 493,520 85,223 578,743

Notes: FF3E -

(a) Special reserve represents the difference between the nominal value of the  (a) BHRAlEBEERARAARNEESHERS A
shares of the Company issued and the aggregate of the nominal value of RAR (TBRZAT]) ETAT A ESE EEEmE
the issued shares and the share premium of the holding company for which TRFEEAR  ARE B ETROH@EEEZER
the shares of the Company have been issued in exchange upon a corporate RAARBARARBEBITROOEBRITRGE
reorganisation to rationalise the group structure prior to listing of the BEROBEMELMZENELRE-

Company's share on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).
(b) In accordance with the relevant laws and regulations of the People's Republic (b) REREAREME ([FE])BEBERER

of China ("PRC"), the PRC subsidiaries are required to provide for PRC
statutory reserves, including enterprise expansion fund and general reserve
fund, by way of appropriations from its net profit (based on the PRC statutory
financial statements of the subsidiaries) but before dividend distributions.

All appropriations to the funds are made at the discretion of the board of
directors of the subsidiaries. The board of directors shall decide on the
amounts to be appropriated based on the profitability of each subsidiary each
year.

The enterprise expansion fund may be used to increase registered capital of
the PRC subsidiaries subject to approval from the relevant PRC authorities.
The general reserve fund may be used to offset accumulated losses or
increase the registered capital of the subsidiaries subject to approval from
the relevant PRC authorities.
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CONSOLIDATED STATEMENT OF

CASH FLOWS
mEBERER

For the year ended 31 December 2021
HE-T-_—F+-_A=1+—HLLEE

2021 2020
—E=-—F T -TF
RMB’000 RMB'000
AR TR AR®ET T
Cash flows from operating activities RETBHFABNHRAERE
Profit/(loss) before tax BRABATDR A, (E1R) 17,216 (168,385)
Adjustments for: FTFNIBEELR AR
Interest income FEMA (213) (568)
Finance costs b & B AR 156 1,045
Depreciation of property, plant and equipment  #1% - WEMREITE 14,937 12,886
Gain on disposal of property, LEWE- - BER
plant and equipment A s (23) S
Depreciation of right-of-use assets FTREEENE 2,072 2,271
Impairment loss on property, W BB KEHE
plant and equipment BIEEE - 29,847
Impairment loss on right-of-use assets FREEERMBEEE - 8,866
Write off of inventories MEFE - 65,447
Share-based payments VARR 19 B Z B K 1~ 50 2,334 =
Gain on bargain purchase EEWE R (3,932) =
Loss allowances for trade receivables B RWER BERE 975 2,324
Change in fair value of biological assets EMEENRTFEE (4,299) (4,293)
Change in fair value of convertible bonds AMRESH A FEES 724 -
Operating cash flows before working LEESEIATMLE
capital changes Ben= 29,947 (50,560)
Change in biological assets EMEEY (1,533) (1,393)
Change in inventories GE# 29,394 4,612
Change in trade receivables 5 R R R E (53,990) 40,919
Change in deposits and prepayments e MBI E (1,739) (92,420)
Change in trade payables H 5 ENRERE 12,642 (5,242)
Change in other payables and accruals b JE A RUE R
et E B E & 6,981 (8,121)
Net cash generated from/(used in) BESEE B, ()
operating activities REFE 21,702 (112,205)
Cash flows from investing activities REFTBMENEERE
Decrease in pledged bank deposits EEBRITF RO D - 800
Purchases of property, plant and equipment BEWE WMEKEH (6,152) (12,138)
Deposits paid for intangible asset BEEEMNENiRS - (1,600)
Interest received 2 FIE 213 568
Proceeds from disposal of property, HEME  BE &
plant and equipment B PTERIE 26 S
Net cash inflow from acquisition of subsidiaries W BB B A A& FIR &R A 1 =
Net cash used in investing activities RETEBFMANRESFE (5,912) (12,370)
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CONSOLIDATED STATEMENT OF

CASH FLOWS
mEBERER

For the year ended 31 December 2021
HE-T-_—F+-_A=1+—HLLEE

2021 2020
—E=-—F —E-TF
RMB’000 RMB'000
AR TR AR¥T T
Cash flows from financing activities METBFRESNEREERE
Advance from ultimate holding company 5 & Sy /NI R TN 2,160 3,769
Advance from non-controlling shareholder FE 178 A% AR R B R 16 =
Repayment of lease liabilities EEHEaR (1,744) (2,218)
Net proceeds from issue of convertible bonds BT MREF G HRIBFRE 32,197 =
Interest paid [=EREA/ESS - (963)
Repayment from bank borrowing EBRITEE - (40,000)
Net cash generated from/(used in) BMETERE, (FTH)
financing activities REFHE 32,629 (39,412)
Net increase/(decrease) in cash and HeRBESESEYEM
cash equivalents (R2) F8E 48,419 (163,987)
Cash and cash equivalents at beginning of year REFHNEENELEEY 37,447 201,434
Cash and cash equivalents at end of year RERNESRRSEEY 85,866 37447
Analysis of cash and cash equivalents ReRESEEYWIN
Bank and cash balances RITRIRE4 85,866 37447
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021
HE-T-_—F+-_A=1+—HLLEE

GENERAL INFORMATION

China Tontine Wines Group Limited (the “Company”) is
a public limited Company incorporated in Bermuda and
its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The address of its
registered office is Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda.

The Company is an investment holding company. The
Company and its subsidiaries collectively referred to as the
Group. The principal activities of its subsidiaries are set out
in note 37 to the consolidated financial statements.

The directors consider that the Company’s ultimate holding
company is Up Mount International Limited, a limited
company incorporated in the British Virgin Islands (the
“BVI").

The consolidated financial statements are presented in
Renminbi (“RMB”), which is also the functional currency
of the Company. All values are rounded to the nearest
thousand except when otherwise stated.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") that are relevant to its
operations and effective for its accounting year beginning
on 1 January 2021. HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRS"); Hong Kong Accounting
Standards (“HKAS"); and Interpretations. The adoption of
these new and revised HKFRSs did not result in significant
changes to the Group's accounting policies, presentation of
the Group’s consolidated financial statements and amounts
reported for the current year and prior years.

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has
already commenced an assessment of the impact of these
new and revised HKFRSs but is not yet in a position to
state whether these new and revised HKFRSs would have
a material impact on its results of operations and financial
position.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021

Hz—-%

3.

——F+-A=t+-ALEE

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA, and the
applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange and by the Hong
Kong Companies Ordinance (“CO").

These consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of biological assets which are carried at their fair
values less costs to sell and financial assets at fair value
through profit or loss which are carried at their fair values.

The preparation of consolidated financial statements in
conformity with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the directors
to exercise the judgements in the process of applying
the accounting policies. The areas involving areas where
assumptions and estimates are significant to these
consolidated financial statements, are disclosed in note 4.

The significant accounting policies applied in the preparation
of these consolidated financial statements are set out
below.

CONSOLIDATION

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with
the entity and has the ability to affect those returns through
its power over the entity. The Group has power over an
entity when the Group has existing rights that give it the
current ability to direct the relevant activities, i.e. activities
that significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential
voting right is considered only if the holder has the practical
ability to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021

BE—

3.

T —F+-A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES - continued
CONSOLIDATION - continued

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company.
Non-controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated statement of profit or loss
and other comprehensive income as an allocation of total
comprehensive income or expense for the year between the
non-controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

FOREIGN CURRENCY TRANSLATION

(a) Functional and presentation currency
Items included in the financial statements of each of
the Group's entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”).

(b) Transactions and balances in each entity’s

financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of
each reporting period. Gains and losses resulting
from this translation policy are recognised in profit or
loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021

HE-_T-_—F+-A=+—HLELFE
3.  SIGNIFICANT ACCOUNTING POLICIES - continued 3. EBEA®EE-#&
FOREIGN CURRENCY TRANSLATION - continued 9I~ﬁ%¢ﬁ%€ &
(b)  Transactions and balances in each entity’s (b) ﬁ—ﬁiﬁfﬁéﬁz R
financial statements — continued ﬁa‘%‘ F=4
When a gain or loss on a non-monetary item Th%‘FfﬁZEEE’JHQ WESTEEA
is recognised in other comprehensive income, EmeE2mEKREER sk
any exchange component of that gain or loss is BEENEMBREL s FREM
recognised in other comprehensive income. When a 2 E U S TR o i 3Ef’fﬁglﬁ =
gain or loss on a non-monetary item is recognised in E’\JHSZJ%T%EJ?J@‘E’% MREZER A
profit or loss, any exchange component of that gain A EJZJE?TEE”]ETT fﬁg
or loss is recognised in profit or loss. DB ER
(c)  Translation on consolidation (c) HEKREBEZHEE
The results and financial position of all the Group's AEERNMABEDE ﬁﬁg NS
entities that have a functional currency different from BEE2NE®ER2ER HXE

the Group's presentation currency are translated into
the Group's presentation currency as follows:

- Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

- Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses
are translated at the exchange rates on the
transaction dates); and

- All resulting exchange differences are
recognised in the exchange reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign
entities and of borrowings are recognised in the
exchange reserve. When a foreign operation is sold,

%f&ﬂ?fﬁﬁkﬂﬁhﬂ’ﬂ A
ERAKEZENNEE:

= ZHBRRAKMEZSN 2
BEENAEHERY B
3 B B W BE &R
& ;

- WA K F X R I B &
BE (BRIFZFHEX
WIA/RZ BB ZERT
EXRFFEZAED
2o EZBRT  WAR
XX 5B R EX
BmE) K&

PREL Z 2 EFE N =5
A BE 3 (i i R RERR

GAKRBER - BENEINE
BERREFBELBEEEEL
ZIE N ZRBEPATE F AR
PNHEEBIINERRE  EHER

E‘;

such exchange differences are recognised in profit or %%EEATE HERBLE &S
loss as part of the gain or loss on disposal. W sk Eig -
Goodwill and fair value adjustments arising on the KWEEINEBELEZHERA

acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

TEBE ARG EEY
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SIGNIFICANT ACCOUNTING POLICIES - continued 3. EABHBE-&

PROPERTY, PLANT AND EQUIPMENT W -BERRE

Property, plant and equipment are stated at cost less M- BERBEAKNRNERERE
accumulated depreciation and impairment losses. WEXREREEYE-

Subsequent costs are included in the asset’'s carrying E?éﬁizﬁﬁﬁﬁi%lﬁﬁﬁf%’ﬁﬁxm
amount or recognised as a separate asset, as appropriate, EFmRA R ARNER  MiZIEE
only when it is probable that future economic benefits &$au7;p;ﬁr§5~r FETAEERNER
associated with the item will flow to the Group and the HMEXEREBLEE (KREHRE) -
cost of the item can be measured reliably. All other repairs FrEREmEERREEBREELENH
and maintenance are recognised in profit or loss during the FERBEmAER -

period in which they are incurred.

Depreciation of property, plant and equipment is calculated Y -WEREETREMEAIER
at rates sufficient to write off their costs less their residual FHIER A B AU A AR R R E A
values over the estimated useful lifes on a straight-line RN EGETENE - T EF X
basis. The principal annual rates are as follows: m

Buildings and structures 4%, or over the terms of lease, whichever is shorter
BFREEY A%FIZTER  UBREEBE

Plant and machinery 5% - 10%

T 5 Bt 25 5% —10%

Fixtures and office equipment 20%

BEEEERBRAER 20%

Motor vehicles 20%

_E 20%

Bearer plants

EEMEED

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of each
reporting period.

Construction in progress represents buildings under
construction and plant and equipment pending for
installation, and is stated at cost less impairment losses.
Depreciation begins when the relevant assets are available
for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and is
recognised in profit or loss.

BRI R AW | R AEER

Over the term of leased land
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SIGNIFICANT ACCOUNTING POLICIES - continued
BIOLOGICAL ASSETS

Biological assets comprise ginseng planted and grapes
growing on bearer plants in the PRC which are measured on
initial recognition and at the end of reporting period at the
fair value less costs to sell, with any resultant gain or loss
recognised in profit or loss for the period in which it arises.
Fair value is based on the present value of expected net
cash flows from the ginseng and grapes. Costs to sell are
the incremental costs directly attributable to the disposals
of an asset, mainly transportation cost and excluding income
taxes.

The related costs including picking cost and fertilisers and
pesticide cost incurred for harvest of ginseng and grapes
are capitalised, until such time the ginseng and grapes are
harvested.

LEASES

The Group as lessee

Leases are recognised as right-of-use assets and
corresponding lease liabilities when the leased assets are
available for use by the Group. Right-of-use assets are
stated at cost less accumulated depreciation and impairment
losses. Depreciation of right-of-use assets is calculated at
rates to write off their cost over the shorter of the asset's
useful life and the lease term on a straight-line basis. The
principal annual rates are as follows:

Leasehold lands 2%-10%
HE L 2% —10%
Office premise 50%
EENEL S 50%

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities,
lease payments prepaid, initial direct costs and the
restoration costs. Lease liabilities include the net present
value of the lease payments discounted using the interest
rate implicit in the lease if that rate can be determined, or
otherwise the Group's incremental borrowing rate. Each
lease payment is allocated between the liability and finance
cost. The finance cost is charged to profit or loss over the
lease term so as to produce a constant periodic rate of
interest on the remaining balance of the lease liability.

Payments associated with short-term leases and leases of
low-value assets are recognised as expenses in profit or
loss on a straight-line basis over the lease terms. Short-term
leases are leases with an initial lease term of 12 months or
less. Low-value assets are assets of value below US$5,000.

HERE R EEMARAT | ZB 2 AEER
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SIGNIFICANT ACCOUNTING POLICIES - continued
INVENTORIES

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

RECOGNITION AND DERECOGNITION OF FINANCIAL
INSTRUMENTS

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets.
On derecognition of a financial asset, the difference
between the asset's carrying amount and the sum of the
consideration received is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.

FINANCIAL ASSETS

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an asset is under
a contract whose terms require delivery of the asset within
the timeframe established by the market concerned, and
are initially recognised at fair value, plus directly attributable
transaction costs except in the case of investments at
fair value through profit or loss. Transaction costs directly
attributable to the acquisition of investments at fair value
through profit or loss are recognised immediately in profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES - continued
FINANCIAL ASSETS - continued

Financial assets of the Group are classified under the
following categories.

Financial assets (including trade and other receivables) are
classified under this category if they satisfy both of the
following conditions:

(i)

(ii)

Financial assets at amortised cost; and

3.

EXEFBR-&
TREE-#
AEEZSREETIZATER R -

HemEE(BRESRUERLE
il FE M R I8 75 & PA TS 164 B 55 AUt

DR

RBHERAFEZESREE:
K

Financial assets at fair value through profit or loss. = BAFEFABECERMEE -

Financial assets at amortised cost (i) ﬁzﬁiféﬁ?%&#;zz_%nﬂﬁ/z

= the assets are held within a business model BEDZEERBEE
whose objective is to hold assets in order to ELNKBEHNER SR
collect contractual cash flows; and XBEXFE &

= the contractual terms of the assets give rise - BEZEHNBEREHRN
on specified dates to cash flows that are solely BEAHELEMARE AL
payments of principal and interest on the e RHAEELRS
principal amount outstanding. FEZHEEM-

They are subsequently measured at amortised ZEEEERBFEAERFI R

cost using the effective interest method less loss REEKARTBEHEEBEZ

allowance for expected credit losses. EiERETE

Financial assets at fair value through profit or loss (i) BRFETAEDZZHMEE

Financial assets are classified under this WEMBEENTEIZEHK X

category if they do not meet the conditions to be FrENKRGREZEATEF AR

measured at amortised cost and the conditions HEERRFENERRED

of debt investments at fair value through other &1 BISE AL EE R BRIEAR

comprehensive income unless the Group designates SEEVFERR AW IERFE

an equity investment that is not held for trading as BEENRAKREREERZRAT

at fair value through other comprehensive income on Bt AEMEEWEFTE -

initial recognition.

Financial assets at fair value through profit or loss are
subsequently measured at fair value with any gains or
losses arising from changes in fair values recognised
in profit or loss. The fair value gains or losses
recognised in profit or loss are net of any interest
income and dividend income. Interest income and
dividend income are recognised in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued
LOSS ALLOWANCES FOR EXPECTED CREDIT LOSSES
The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected credit
losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the
loss allowance for a financial instrument at an amount equal
to the expected credit losses that result from all possible
default events over the expected life of that financial
instrument (“lifetime expected credit losses”) for trade
receivables, or if the credit risk on that financial instrument
has increased significantly since initial recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade receivables) has not
increased significantly since initial recognition, the Group
measures the loss allowance for that financial instrument at
an amount equal to the portion of lifetime expected credit
losses that represents the expected credit losses that result
from default events on that financial instrument that are
possible within 12 months after the reporting period.

The amount of expected credit losses or reversal to adjust
the loss allowance at the end of the reporting period to
the required amount is recognised in profit or loss as an
impairment gain or loss.

CASH AND CASH EQUIVALENTS

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents represent cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value. Bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS
Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and
an equity instrument under HKFRSs. An equity instrument
is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities. The
accounting policies adopted for specific financial liabilities
and equity instruments are set out below.
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued
TRADE AND OTHER PAYABLES

Trade and other payables are initially recognised at their
fair value and subsequently measured at amortised cost
using the effective interest method unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

EQUITY INSTRUMENTS
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

REVENUE FROM CONTRACTS WITH CUSTOMERS
Revenue is measured based on the consideration specified
in a contract with a customer with reference to the
customary business practices and excludes amounts
collected on behalf of third parties. For a contract where
the period between the payment by the customer and
the transfer of the promised product or service exceeds
one year, the consideration is adjusted for the effect of a
significant financing component.

The Group recognises revenue when it satisfies a
performance obligation by transferring control over a
product or service to a customer. Depending on the terms
of a contract and the laws that apply to that contract, a
performance obligation can be satisfied over time or at a
point in time. A performance obligation is satisfied over time
if:

- the customer simultaneously receives and consumes
the benefits provided by the Group's performance;

- the Group's performance creates or enhances an

asset that the customer controls as the asset is
created or enhanced; or

- the Group's performance does not create an asset

with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

If a performance obligation is satisfied over time, revenue is
recognised by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise,
revenue is recognised at a point in time when the customer
obtains control of the product or service.

OTHER INCOME
Interest income is recognised using the effective interest
method.
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued

EMPLOYEE BENEFITS

(a) Employee leave entitlements
Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the
end of the reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

(b)  Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to profit or loss represents
contributions payable by the Group to the funds.

(c) Termination benefits
Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits and when the Group
recognises restructuring costs and involves the
payment of termination benefits.

SHARE-BASED PAYMENTS
The Group issues equity-settled share-based payments to
certain directors, employees, consultants and distributors.

Equity-settled share-based payments to directors and
employees are measured at the fair value (excluding the
effect of non market-based vesting conditions) of the equity
instruments at the date of grant. The fair value determined
at the grant date of the equity-settled share-based payments
is expensed on a straight-line basis over the vesting period,
based on the Group's estimate of shares that will eventually
vest and adjusted for the effect of non market-based vesting
conditions.

Equity-settled share-based payments to consultants and
distributors are measured at the fair value of the services
rendered or if the fair value of the services rendered
cannot be reliably measured, at the fair value of the equity
instruments granted. The fair value is measured at the date
the Group receives the services and is recognised as an
expense.
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued
TAXATION

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end
of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases
used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available
against which deductible temporary differences, unused
tax losses or unused tax credits can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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
profits will be available to allow all or part of the asset to be
recovered.
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3.

T —F+-A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES - continued
TAXATION - continued

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

SEGMENT REPORTING

Operating segments and the amounts of each segment item
reported in the financial statements are identified from the
consolidated financial information provided regularly to the
Group's most senior executive management for the purpose
of allocating resources and assessing the performance of
the Group's various lines of business.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments
have similar economic characteristics and are similar in
respect of the nature of products and services, the nature
of productions processes, the type or class of customers,
the methods used to distribute the products or provide the
services, and the nature of the regulatory environment.
Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued 3. BEASHHEK-E

RELATED PARTIES BER

A related party is a person or entity that is related to the BEHABEASEEHE ATHE

Group. R

(a) A person or a close member of that person’s family (a) AT AL BlaZ AT i
is related to the Group if that person: ATHY TR B AN £ (B A g i -
(i) has control or joint control over the Group; (i) K&

(ii) has significant influence over the Group; or (ii)

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

¥ il sk £ A 2
E

HAEBBEEATE
AR

=% N/ 119 N/NIE] RS 7N
AIFEZEEEAEBMES

(b)  An entity is related to the Group (reporting entity) if (b) WS TIEAEH BNZE
any of the following conditions applies: BREAEE (REER)AH
JE

(i) The entity and the Company are members (i) ZEREKXQRBR—
of the same group (which means that each SEMKE AR (A&
parent, subsidiary and fellow subsidiary is BRAF KB AR KA
related to the others). AWBRRFILE S

&) o

(i) One entity is an associate or joint venture (ii) —HEREARS —EEBHN
of the other entity (or an associate or joint BERRIHEaE AR (3
venture of a member of a group of which the S—ERAKERAN
other entity is a member). SEETKE R AR

ENRILAEERR) -

(i)  Both entities are joint ventures of the same iy MEERBHAR-—F=
third party. FTHEERA -

(iv)  One entity is a joint venture of a third entity (ivi, —HERAF=-FEE
and the other entity is an associate of the third MEeEgERa mME—&
entity. BAZE=HERNH

NI

(v)  The entity is a post-employment benefit plan (v) ZEBAXSEKHELX
for the benefit of employees of either the SEEHENEENE
Group or an entity related to the Group. If the B M e B R
Group is itself such a plan, the sponsoring Flsrglo- M AEEB KRS
employers are also related to the Group. BEEZTE RHEED

WEXZMEAEEEH
o

(vi)  The entity is controlled or jointly controlled by (i) ZEBXEX(a)fT#

a person identified in (a). B ¥ 6 2k = A 4%
il o

(vii) A person identified in (a)(i) has significant (vii)  R@OFFBFENATHE
influence over the entity or is a member of the BEERZENIBEZ
key management personnel of the entity (or of ER(IZERB 2R
a parent of the entity). AETEERBAENH

H—FBKE -

(vii)  The entity, or any member of a group of (viii EREMBSEZ(E
which it is a part, provides key management ] Bk B A &l [ 48 2 &l 2k
personnel services to the Company or to a ARG RalRHEEE
parent of the Company. EIEABRE

o BE KRR A R A | 22— EAEH
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued
IMPAIRMENT OF ASSETS

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible assets and intangible
assets except inventories and receivables to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of any impairment loss. Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset.

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined (net
of amortisation or depreciation) had no impairment loss
been recognised for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the reversal of
the impairment loss is treated as a revaluation increase.

PROVISIONS AND CONTINGENT LIABILITIES

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditures expected to
settle the obligation.
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3.

SIGNIFICANT ACCOUNTING POLICIES - continued
PROVISIONS AND CONTINGENT LIABILITIES - continued
Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow is remote. Possible
obligations, whose existence will only be confirmed by
the occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless the
probability of outflow is remote.

EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the consolidated financial statements. Events
after the reporting period that are not adjusting events
are disclosed in the notes to the consolidated financial
statements when material.

KEY ESTIMATES

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.

(A) ESTIMATED ALLOWANCES FOR INVENTORIES
The management estimates the net realisable value
of inventories based primarily on the estimated
selling prices and current market conditions. Where
the expectation on the net realisable value is
lower than the cost, an impairment may arise. The
Group carries out an inventory review at end of the
reporting period and no writes off (2020: writes off
approximately RMB65,447000) on obsolete and slow
moving items to their net realisable values during the
year ended 31 December 2021. As at 31 December
2021, the carrying amount of inventories is
approximately RMB210,314,000 (2020: approximately
RMB143,775,000).
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4,

—F+-A=+—HLEFE

KEY ESTIMATES - continued

(B)

(C)

(D)

IMPAIRMENT OF PROPERTY, PLANT AND
EQUIPMENT AND RIGHT-OF-USE ASSETS
Property, plant and equipment and right-of-use assets
are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount of the assets exceeds its recoverable
amount. The recoverable amount is determined with
reference to the present value of estimated future
cash flows. Where the future cash flows are less
than expected or there are unfavourable events and
change in facts and circumstance which result in
revision of future estimate cash flows, a material
impairment loss may arise.

On the above basis, the Group is of the view that
no impairment loss of property, plant and equipment
and right-of-use assets (2020: impairment loss
of property, plant and equipment and right-of-
use assets are approximately RMB29,847000 and
RMB8,866,000, respectively) are charged to profit or
loss for the year ended 31 December 2021.

USEFUL LIVES OF PROPERTY, PLANT AND
EQUIPMENT

In applying the accounting policy on property, plant
and equipment with respect to depreciation, the
management estimates the useful lives of various
categories of property, plant and equipment according
to the industrial experiences over the usage of
property, plant and equipment and also by reference
to the relevant industrial norm. If the actual useful
lives of property, plant and equipment is less than
the original estimate useful lives due to changes in
commercial and technological environment, such
difference will impact the depreciation charge for the
remaining useful lives.

IMPAIRMENT LOSS FOR BAD AND DOUBTFUL
DEBTS

The Group makes impairment loss for bad and
doubtful debts based on assessments of the
recoverability of the trade and other receivables,
including the current creditworthiness and the
past collection history of each debtor. Impairments
arise where events or changes in circumstances
indicate that the balances may not be collectible. The
identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the trade
and other receivables and doubtful debt expenses in
the year in which such estimate has been changed.
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4,

KEY ESTIMATES - continued 4,

(E) FAIR VALUE MEASUREMENTS AND VALUATION
PROCESSES OF BIOLOGICAL ASSETS
The biological assets of the Group are measured
at fair value less costs to sell for financial reporting
purposes. In estimating the fair value of biological
assets, the Group uses market-observable data to
the extent it is available. Where Level 1 inputs are
not available, the Group engages third party qualified
valuers to perform the valuation. The valuation team
works closely with the qualified external valuers to
establish the appropriate valuation techniques and
inputs to the model. The chief financial officer reports
the valuation team’s findings to the board of directors
of the Company every six months to explain the
cause of fluctuations in the fair value of the assets
and liabilities.

The Group uses valuation techniques that include
inputs that are not based on observable market
data to estimate the fair value less costs to sell
of the biological assets. Note 19 provides detailed
information about the valuation techniques, inputs
and key assumptions used in the determination of
the fair value of various assets and liabilities. The
change in fair value of biological assets amounting to
approximately RMB4,299,000 (2020: approximately
RMB4,293,000) was credited to profit or loss for the
year ended 31 December 2021. As at 31 December
2021, the carrying amount of biological assets is
approximately RMB33,461,000 (2020: approximately
RMB2,642,000).

FINANCIAL RISK MANAGEMENT 5.
The Group’s activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest

rate risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group's
financial performance.

(A) FOREIGN CURRENCY RISK

Certain transactions and monetary assets and
liabilities of the Group are denominated in Hong
Kong Dollars (“HK$") which is different from the
functional currency of the Group entities, i.e. RMB,
which expose the Group to currency risk. The Group
currently does not use any derivative contracts to
hedge against its exposure to currency risk. The
management manages its foreign currency risk by
monitoring the movement of the foreign currency rate
and will consider hedging significant foreign currency
exposure should the need arise.
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5.

B —F+-A=+—HBILFE

FINANCIAL RISK MANAGEMENT - continued

(A)

(B)

FOREIGN CURRENCY RISK - continued

At 31 December 2021, if RMB had weakened/
strengthened by 10% against HK$ with all other
variables held constant, the Group's loss after tax for
the year would have been approximately RMB906,000
be lower/higher (2020: loss of approximately
RMB1,004,000 be higher/lower) arising mainly as a
result of the foreign exchange differences on other
payables and accruals denominated in HKS.

CREDIT RISK

The carrying amount of bank and cash balances,
deposits and trade receivables included in the
consolidated statement of financial position
represents the Group’s maximum exposure to credit
risk in relation to the Group's financial assets.

The credit risk on pledged bank deposits and
bank and cash balances is limited because the
counterparties are banks with high credit-ratings.

In order to minimise credit risk, the directors
have delegated a team to be responsible for the
determination of credit limits, credit approvals
and other monitoring procedures. In addition, the
directors review the recoverable amount of each
individual trade and other debt regularly to ensure
that adequate impairment losses are recognised
for irrecoverable debts. In this regard, the directors
consider that the Group's credit risk is significantly
reduced.

The Group has no significant concentration of
credit risk, with exposure spread over a number of
counterparties and customers.
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5.

—F+-A=+—HLEFE

FINANCIAL RISK MANAGEMENT - continued

(B)

CREDIT RISK - continued

The Group considers whether there has been a
significant increase in credit risk of financial assets
on an ongoing basis throughout each reporting period
by comparing the risk of a default occurring as at the
reporting date with the risk of default as at the date
of initial recognition. It considers available reasonable
and supportive forwarding-looking information.
Especially the following information is used:

- internal credit rating;
- external credit rating (if available);

- actual or expected significant adverse changes
in business, financial or economic conditions
that are expected to cause a significant
change to the borrower's ability to meet its
obligations;

- actual or expected significant changes in the
operating results of the borrower;

- significant increases in credit risk on other
financial instruments of the same borrower;

- significant changes in the value of the
collateral or in the quality of guarantees or
credit enhancements; and

- significant changes in the expected
performance and behaviour of the borrower,
including changes in the payment status of
borrowers.

A significant increase in credit risk is presumed if a
debtor is more than 30 days past due in making a
contractual payment. A default on a financial asset
is when the counterparty fails to make contractual
payments within 60 days of when they fall due.

Financial assets are written off when there is no
reasonable expectation of recovery, such as a debtor
failing to engage in a repayment plan with the Group.
The Group normally categorises a loan or receivable
for write off when a debtor fails to make contractual
payments greater than 360 days past due. Where
loans or receivables have been written off, the Group,
if practicable and economical, continues to engage
in enforcement activity to attempt to recover the
receivable due.

HERE R EEMARAT | ZB 2 AEER

5.

B b -

(B)

FERR-&
AEBEFBLEBNHE RN
B A B ) 00 HE R B B0
WER FEEREENEER
REREERESREARNREE
EHAERIFIE N - ANEEE E A
BRERBEBEXIFMATE L
ER LEERTIER:

- AEEE TR
- SMEBEERTAR (A

- BOEBERABROR
RN IR EAS B
R75 BB REERR
PECES P
28

- ERARLERENER
RFEHEAEE):

- BA—ZEFANEME
BT AEEEREREZE
hn

- ERMEBARERLE
ERAFEBHEREX
28 &

- ERATBHRBERITA
MEXEH BIEMHEX
ANB GRS # ) o

fis 3% B & #9154 B A (B 75 A 80 BF
@308 Bl EE E R KX
BN -ERXIHFTEENE
N RPN EE60E A MR
H-ABEmMEEED-

TRMEERAERRE ZKD
() 20 {8 75 A BOK SR &< B 3=
PR FRET &) B EH o i B TS A
I HA360H R R BEFE 1T & 4
N MAEEBESMIEE
B8 S R ok e M R IE o i B R 3k
FE WA B M - B AR & B
(EERATENE KBRS
EIE ML T ) & Al 48 SR ER 58 ) 77
Bh o Bl i [0 2 B e e kR -

CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021

129



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021
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(C)

(D)

—F+=A=t—ALEE

5.  FINANCIAL RISK MANAGEMENT - continued 5. HKEKBRERE-&
LIQUIDITY RISK (C) RBEELEMR
The Group's policy is to regularly monitor current AEEZBEDTCHERRE
and expected liquidity requirements to ensure that LEHZRBES T K UE
it maintains sufficient reserves of cash to meet its REGLHTHNSFEE UE
liquidity requirements in the short and longer term. NEBERRARSESTRK-
The maturity analysis of the Group's financial rEESREBEN RS TN
liabilities is as follow: ™
Less than
1 year or Between Between Total
repayable 1to2 2to 3 undiscounted Carrying
on demand years years cash flow amounts
—ERH KERS
REREEE -EME ME=F RELE REE
RMB'000 RMB'000 RMB’'000 RMB'000 RMB'000
ARETT ARETR AREFT ARBTR AREFT
At 31 December 2021 R-BE=-F
+=p=+-8
Trade payables BHEMTRS 17,985 - - 17,985 17,985
Other payables and accruals Al & 508 &
fEstE A 30,552 - - 30,552 30,552
Amount due to ultimate B AR IER A A
holding company RIE 5,929 - - 5,929 5,929
Amount due to ER e
non-controlling shareholder 1,089 - - 1,089 1,089
Lease liabilities HEARE 872 800 - 1,672 1,580
56,427 800 - 57,227 57,135
At 31 December 2020 R-EZZF
+=p=+-8
Trade payables ECT T 5,343 = = 5,343 5,343
Other payables and accruals ~ E B R
[EXEA 23,069 - - 23,069 23,069
Amount due to ultimate R SRR A A
holding company R 3,769 = = 3,769 3,769
Lease liabilities HERE 915 1,701 800 3,416 3,168
33,096 1,701 800 35,597 35,349
INTEREST RATE RISK (D) FIER g
The Group is exposed to cash flow interest rate risk REERBITHEBAZRBITT
due to the fluctuation of the prevailing market interest B R B) 3| B2 IR e R A X
rate on bank balances. [ B o
The Group considered interest rate risk on bank AEERBRITEBRZFER
balances is insignificant. Prdr NEE K o
FAIR VALUES (E) NEE

(E)

The carrying amounts of the Group's financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021
HE-_Z-—F+-_fA=+—HILFE

5.  FINANCIAL RISK MANAGEMENT - continued 5. HMKEBREE-&
(F) CATEGORIES OF FINANCIAL INSTRUMENTS AT (F) Rt+tZA=+—HHE®MIA
31 DECEMBER Rl
2021 2020
—E-—F —ET-TF
RMB’000 RMB'000
ARBT ARET T
Financial assets: SREE:
Financial assets at amortised cost REHEKATTEZ
(including cash and cash equivalents) Z@MEE (BFEREEX
ReEED) 205,007 103,863
Financial liabilities: TRAE:
Financial liabilities at amortised cost 1R #tHk AT E 2
TRBE 57,135 35,349
6. FAIR VALUE MEASUREMENTS 6. AFEFE
Fair value is the price that would be received to sell an ANFERNTEBYEMBLREERS
asset or paid to transfer a liability in an orderly transaction MFERGHPHEEEAT WK EER
between market participants at the measurement date. The BEAZNHER T AFEFER
following disclosures of fair value measurements use a fair BHRABATEFEFRFERCHER
value hierarchy that categorises into three levels the inputs FRABIPBA=-HELNRTER
to valuation techniques used to measure fair value: &
Level 1 inputs: quoted prices (unadjusted) in active markets for identical assets or liabilities that the

Group can access at the measurement date.

F—RBAE: ERRFERMAURESNHEREEXRER/EZRMSN®RE (CREFHE) -

Level 2 inputs: inputs other than quoted prices included within level 1 that are observable for the
asset or liability, either directly or indirectly.

F_RBAE: REESRBEERARMBZMBABENBAE (E-RABENRERIN) -

Level 3 inputs: unobservable inputs for the asset or liability.

E=MBAE: BEXABENTABERBAE

The Group's policy is to recognise transfers into and ASENBRRRESREREMETNL
transfers out of any of the three levels as of the date of the BEREHHN A RER=-(EASRERN
event or change in circumstances that caused the transfer. A REH -
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HE-_T-—F+-A=+—HLLFE
6. FAIR VALUE MEASUREMENTS - continued 6.
(A) DISCLOSURES OF LEVEL IN FAIR VALUE

HIERARCHY AT 31 DECEMBER:

AF{E B
(A) RT-ZA=+—-—HWHLQFEE
RBE:

Fair value measurements using:

AFERTIERTE:
Level 1 Level 2 Level 3 Total 2021
o
F-8 [t Fz —B--%
RMB'000 RMB'000 RMB'000 RMB'000
ARBTRT AR¥Tx AR%TR AR%Tx

Recurring fair value REHAFENE:
measurements:
Biological assets - Ginseng EMEE-A2 - - 30,840 30,840
Biological assets — Grapes ENBE-FE - - 2,621 2,621
- - 33,461 33,461
Fair value measurements using:

AFERTIIERG;E:
Level 1 Level 2 Level 3 Total 2020
@it
E—1 E-H FZH —T-TF
RMB'000 RMB'000 RMB'000 RMB'000
ARETL ARBTx ARETn AR®Tn

Recurring fair value REHAFETE:
measurements:

Biological assets - Grapes EMEE-FE - = 2,642 2,642

During the year ended 31 December 2021, there
were no transfer between Level 1 and Level 2,
or transfers into or out of Level 3 (2020: Nil). The
Group's policy is to recognise transfer between levels
of fair value hierarchy as at the end of the reporting
period in which they occur.

BRI R AW | R AEER
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HE-_Z-—F+-_fA=+—HILFE

6. FAIR VALUE MEASUREMENTS - continued 6. AEEFE-—&
(B) RECONCILIATION OF ASSETS MEASURED AT (B) RE=HKAFEHENEED
FAIR VALUE BASED ON LEVEL 3: HER -
Biological
assets
2021
EYEE
—E-—F
RMB’000
ARET R
At 1 January 2021 R=B=-—-%—-A—8H 2,642
Acquisition of subsidiaries (note 13) WEEH B A a (MFE13) 30,840
Increase due to cultivation B8 P B N 1,533
Transfer to inventories EBATFE (5,853)
Total gains recognised in profit or loss (#) RIBRERZ BT AT (#) 4,299
At 31 December 2021 R_BE-_—F+-H=+—H 33,461
(#) include gains or losses for assets held HEERRERRFTED
at end of reporting period BENEE 4,299
Biological
assets
2020
EYEE
—T-T&
RMB'000
AR¥TT
At 1 January 2020 R=-ZE-ZF—H—H 2,806
Increase due to cultivation i*’fﬁﬁﬁﬁ(i‘ pill 1,393
Transfer to inventories #EAFE (5,850)
Total gains recognised in profit or loss (#) REZERZBFREE#H) 4,293
At 31 December 2020 R_EBE_ZEF+_A=+—H 2,642
(#) include gains or losses for assets held #HBEERRERRFTED
at end of reporting period BEEMNRE 4,293
The total gains or losses recognised in profit or loss REZBRZBERRE (BE
including those for assets held at end of reporting RRE! HX%EE’JQFE’JE%)
period are presented in the consolidated statement RizEEEREMEEKERE
of profit or loss and other comprehensive income. E|
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6. FAIR VALUE MEASUREMENTS - continued

AF{E B H

(C) DISCLOSURE OF VALUATION PROCESS USED BY () EBHAXAEER+=—BA=+—H
THE GROUP AND VALUATION TECHNIQUES AND AN ERFRUARAFRE
INPUTS USED IN FAIR VALUE MEASUREMENTS ATEPRRANGERNRE
AT 31 DECEMBER: ABENIRE:

The Group's chief financial officer is responsible for rEENERVEEAERY
the fair value measurements of assets and liabilities BikE ﬁ?fﬁﬁ%ﬁ’]ﬁ?&%1
required for financial reporting purposes, including ZAFEFE(BRREE=H
level 3 fair value measurements. The chief financial FEFE) - %fﬁﬁFEETfﬁ
officer reports directly to directors for these fair value EERELTEFA=Z-ERY
measurements. Discussions of valuation processes BENMEESGEE LMWK
and results are held between the chief financial HEREFMER
officer and directors at least twice a year.
As at the years ended 31 December 2021 and 2020, REBEEZ-_—FK=-FT=
the Group has engaged an independent valuer, Savills FTA=+t—BLEEFE- $
Valuation and Professional Services Limited, to EECZEBIUGEME K
determine the fair values of the ginseng and grapes. THRHEMGFEREEERER
RAEEAZNEENRAFE-
Key unobservable inputs used in level 3 fair value FE-RMAFEFEFERACEE
measurements are mainly: TR ABETER:
Effect on
fair value
for increase Fair value
Description Valuation technique and key inputs Significant unobservable inputs Range of inputs 2021
BAEENY AYE
B HEERREEBAE BEATABEBAE Eif AYEZEE “E--%
RMB'000
ARETR
Ginseng Income approach
AZ LON:
The key inputs are:
ELLPNEY
(1) Effective cultivated area; (1) Total effective cultivated area of 112,472 square meters Increase
ginseng planted in the farm land.
(1) AREEEDE: ] i%m%ﬁA%Wﬁ@%ﬁﬁﬁ 12472 7 % #
(2)  Production quantity; (2)  Production quantity of kilogram 239,554kg Increase
("kg") of ginseng in effective
cultivated area.
2 E# (2 AHEREBAAZTR([TR)) 239554T% #
EEe
(3] Market price per kg of ginseng aged (3] Market price of ginseng aged 5. RMB140 per kg Increase
5; and
B BTREFAZHHE R 3 BEFAZHWE- FTRARKU0T #m
(4)  Discount rate (4)  Discount rate, taking into account 19% Decrease
of nature of ginseng industry
and ginseng plantation market
condition.
4 B (4 FBER(EZEASTEHRLL  19% W
RAZERATR) o
30,840
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6. FAIR VALUE MEASUREMENTS - continued 6. ANFEFE-HE
(C) DISCLOSURE OF VALUATION PROCESS USED BY (C) EBEBRAEER+=-—A=+—H
THE GROUP AND VALUATION TECHNIQUES AND FFRANEERFUARAFE
INPUTS USED IN FAIR VALUE MEASUREMENTS FTEPFRREANGERMT RS

AT 31 DECEMBER: - continued ABEWHEE: —@&
Effect on
fair value
for increase Fair value
Description Valuation technique and key inputs Significant unobservable inputs Range of inputs 2021
BABEMY AVE
g HERTREERAE EXTUBEAAR Ll AHERZEE —%--%
RMB000
ARBTR
Grapes Income approach
k] WA
The key inputs are:
ZHAEAR:
(1) Growth rate of average production (1) Growth rate of average production 0% Increase
quantity per grape tree; quantity per grape tree taking into
account of life cycle of grapevine.
(1) BRESETHEEMER: () BREBEHTHESNER(ZE 0% 1
HERERS) -
(2)  Production quantity per grape tree; (2)  Production quantity per grape 1.32kg to 8.17kg Increase
tree.
2 BREBHNES: 2 BEEEHMEE- 132FRE8ITTR 1
(3)  Market price per kg of grapes; and (3)  Market price of grapes. RMB3.00 per kg to Increase
RMB17.00 per kg
B BFREENTE: R B EEHTE. BTRARB300TE #m
FFRARK1700%
(4)  Discount rate (4)  Discount rate, taking into account 19% Decrease
of nature of winery industry and
grapes production prevailing
market condition.
(4 HHEX @ FRE(BZREHEOEHEE  19% b
DREBEENENTR) «
2,621
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HE-ZTZ

—F+-A=+—HLEFE

6. FAIR VALUE MEASUREMENTS - continued 6. AFETE—&E
(C) DISCLOSURE OF VALUATION PROCESS USED BY (c) FEXEERt+=A=+-—-H
THE GROUP AND VALUATION TECHNIQUES AND FERANGERFARAFE
INPUTS USED IN FAIR VALUE MEASUREMENTS SFERARANMGERITRE
AT 31 DECEMBER: - continued ABEWHEE: —@&
Effect on
Valuation fair value
technique for increase Fair value
Description and key inputs Significant unobservable inputs ~ Range of inputs 2020
) . gAY A
Hit EERTREEGAE BEXTABEEGAE #HE ATEFE “Z-TF
RMB'000
ARBTR
Grapes Income approach
5 WA
The key inputs are:
TEGNEAR:
(1) Growth rate of average (1) Growth rate of average 2% Increase
production quantity per grape production quantity per
tree; grape tree taking into
account of life cycle of
) grapevine. . )
() SHEEHTIESNER: (1) SKEEEYHEENZE 2% £
(ZEBEBERH)
(2)  Production quantity per grape  (2)  Production quantity per 1.32kg to 8.18kg Increase
tree; grape tree. )
(2) BHREEHNTE: 2 BHREENES: 132TRE8.18F R Em
(3)  Market price per kg of grapes; (3) Market price of grapes. RMB3.00 per kg to Increase
and RMB17.00 per kg
B ETREBNHE: R (3 HEHHE- BTRARBI00TEME M
BTRARK17007
(4)  Discount rate (4)  Discount rate, taking 21% Decrease
into account of nature of
winery industry and grapes
production prevailing market
condition. . B i
W FEE W FEE(EZEREEAE 2% B
DEEERETEOES
mn) e
2,642
During the two years, there were no changes in the REZMEFERN TRAMGER
valuation techniques used. fir I At &) o
7. REVENUE 7. W &=

The Group manufactures and sells wine products to the
customers. Sales are recognised when control of the
products has transferred, being when the products are
delivered to a customer, there is no unfulfilled obligation
that could affect the customer’s acceptance of the products
and the customer has obtained legal titles to the products.

Sales to customers are normally made with credit terms
of 30 to 180 days. For new customers, deposits or cash on
delivery may be required. Deposits received are recognised
as a contract liability.

A receivable is recognised when the products are delivered
to the customers as this is the point in time that the
consideration is unconditional because only the passage of
time is required before the payment is due.

AEBEEYRAEFPHEAEBEMR
EEMWEHIRCERE (EMRN
TEFPZE) AfIEAREFERP
BEXEMNABITEEREPCDER
EmN B A BRER  BRHEE-

MEFPIFRZHE - RENTFIOAE
180 2 EEM - E,PMmE H A
EFEXMNREHARRXNEAR S
f-BhReHRBRANAG:

JEUCGR AR AP X E s iR
R — 255 Rz 2 BEAR
8 B A - AR A (B A S AR -
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8.

SEGMENT INFORMATION

The Group determines its reportable and operating
segments based on internal reports about components of
the Group that are regularly reviewed by the chief operating
decision maker (i.e. the executive directors) of the Company
in order to allocate the resources to the segment and to
assess its performance. No operating segments identified
by chief operating decision maker have been aggregated in
arising at the reportable segments of the Group.

The Group is principally engaged in the business of
manufacturing and sales of wine products. The Group is
organised based on the region of wine products delivered.

The Group's reportable and operating segments under
HKFRS 8 Operating Segments are identified based on
different geographical zones of wine products delivered
in the PRC: North-East Region, Northern Region, Eastern
Region, South-Central Region and South-West Region.

- North-East Region includes the provinces of Jilin,
Heilongjiang and Liaoning.

- Northern Region includes provinces of Hebei,
Shaanxi, Shanxi, Inner Mongolia Autonomous Region,
Ningxia Hui Autonomous Region, city of Beijing and
city of Tianjin.

- Eastern Region includes provinces of Anhui, Fujian,
Jiangsu, Jiangxi, Shandong, Zhejiang, and city of
Shanghai.

- South-Central Region includes provinces of
Guangdong, Hainan, Henan, Hubei and Hunan.

- South-West Region includes provinces of Qinghai,
Sichuan, Yunnan, Guangxi Zhuang Autonomous
Region and city of Chongging.

The accounting policies of the reportable and operating
segments are the same as those described in the summary
of significant accounting policies.

No revenue from transactions with a single external
customer amounted to 10 per cent or more of the Group's
total revenue.

The Group's operations are located in the PRC and all
revenue from external customers and non-current assets are
attributed to and located in the PRC.

HERE R EEMARAT | ZB 2 AEER
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8.

SEGMENT INFORMATION - continued
Information about reportable segment profit or loss, assets
and liabilities:

THERN-&
AMASE S ERARER EER
BE2 AR

North- South- South-
East Northern Eastern Central West
Region Region Region Region Region Total
REHE FLHE EFRHE HEHE AEHE Foh
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AR%TR ARETr ARETn AR ARETn
For the year ended BE-B--F
31 December 2021 +ZA=+-HLEE
Segment revenue from RENBEFHSERE
external customer 40,262 25,693 55,800 57280 29,336 208,371
Segment profit AERF 8,901 8,891 13,344 15,866 4,579 51,581
For the year ended St - 33
31 December 2020 TZA=t-BLFE
Segment revenue from RENPEPH A BEKRE
external customer 25,088 14,204 34,005 17805 16,779 107,881
Segment loss PERER (10,477) (3,443) (6,871) (3,897) (4,574) (29,262)
As at 31 December 2021 R-E=--%
+=A=t-A
Segment assets PREE 20,437 13,182 49,199 25,925 16,453 125,196
Segment liabilities PEERE 3,009 1,920 4,170 4,281 2,193 15,573
As at 31 December 2020 R-E-%%
+=A=t-H
Segment assets PREE 14,829 5,334 27,555 9,729 8,279 65,726
Segment liabilities PEER 938 531 1,271 666 627 4,033

RECONCILIATIONS OF REPORTABLE SEGMENT
REVENUE, PROFIT OR LOSS, ASSETS AND LIABILITIES:
REVENUE

No reconciliation of reportable and operating segment
revenue is provided as the total revenue for reportable and
operating segments is the same as Group's revenue.
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8.

SEGMENT INFORMATION - continued 8. JSEHER-&
REVENUE - continued Wi — &
2021 2020
—E=-—F —ZTTF
RMB’000 RMB'000
AR T ARET T
Profit or loss A & e
Total profit/(loss) of reportable segments A & 5 48 2 % Fl,~
(BR) & 51,581 (29,262)
Unallocated amounts: ROBL SR
Change in fair value of biological assets £ &EN A FHEE 4,299 4,293
Change in fair value of convertible bonds  AJ % EHFH A FEEH) (724) =
Share-based payments VAR 10 B B e B T 3K (2,334) S
Other corporate income HA WA 4,168 568
Depreciation of property, ME BEREERE
plant and equipment (14,937) (12,886)
Depreciation of right-of-use assets CREEENE (2,072) (2,271)
Impairment loss on property, Y- BE REERERRE
plant and equipment - (29,847)
Impairment loss on right-of-use assets EREEERBEEIE - (8,866)
Loss allowances for trade receivables B 5 RKREREERE (975) (2,324)
Write off of inventories WiFEFE - (65,447)
Other corporate expenses Hap T (21,790) (22,343)
Consolidated profit/(loss) for the year FREREEF, (E18) 17,216 (168,385)
Reportable and operating segment profit/(loss) represented AIREREEN RN, (EBE)IE

the profit/(loss) incurred by each segment without allocation
of depreciation, loss allowances for trade receivables,
write off of inventories, impairment on property, plant and
equipment, impairment on right-of-use assets, change
in fair value of biological assets, change in fair value of
Convertible bonds, finance costs, share-based payments,

&
DEELENEN, (BE)  ROE

&

TE B5RNERNERZEE M
FE % BB LEERE £ HE
EERBE EWEENRAFEEZE.
AR ESN A FEZE  BEKRAK -
Ay SEROMNZ Hb R

other corporate expenses and other corporate income. R E A ZEUA o
2021 2020
—E=-—F —TTF
RMB’000 RMB'000
AR TR ARETFIT
Assets BE
Total assets of reportable segments AREDEEERT 125,196 65,726
Unallocated amounts: ROBLEFE
Property, plant and equipment L ES N 137,039 138,175
Right-of-use assets EREEE 41,974 41,045
Biological assets EYEE 33,461 2,642
Inventories EAY 210,314 143,775
Other receivables, deposits and Hih W sIE ek
prepayments TR 3KIB 6,438 105,842
Current tax recoverable BVHA AT Wt =] 7 7R 5,551 5,551
Bank and cash balances RITRIE S MR 85,866 37447
Consolidated total assets REEEBTE 645,839 540,203

Reportable and operating segment assets represent trade

receivables and prepaid other taxes.
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8. SEGMENT INFORMATION - continued 8. INEER-&
REVENUE - continued Wi — &
2021 2020
:g:—ﬂi — 7 — EE
RMB’000 RMB'000
AR¥Tx AREF T
Liabilities =i
Total liabilities of reportable segments ﬂ#ﬁi’\*ﬁ’,@ (L 15,573 4,033
Unallocated amounts: ROMESE:
Trade payables H 5 EANERR 17,985 5,343
Other payables and accruals ﬁ{ﬁf‘gﬁ%@ﬁ&g:‘l’%ﬁﬁﬁ 14,979 19,036
Amount due to ultimate FER S AR R A B 5RIE
holding company 5,929 3,769
Amount due to non-controlling FEAST IEFE B AR SRR
shareholder 1,089 -
Lease liabilities HEARE 1,580 3,168
Current tax liabilities BNEAfIE B & 9,961 9,961
Consolidated total liabilities mEeRaERSE 67,096 45,310
Reportable and operating segment liabilities comprise ARERCEDHEBERES TEMm
certain other payables and accruals. R E IE&HE@H‘E% °
REVENUE FROM MAJOR PRODUCTS: FTEEmEEZ2WE:
The following is an analysis of the Group’s revenue from its UWTRAEBEXFEEREAZRED
major products. T o
2021 2020
:_?i:_qi — 7 — E'E
RMB’000 RMB'000
ARE TR AREFIT
Sweet wines HEER 85,833 49,605
Dry wines ZEER 71,086 41,754
Brandy B i 7277 5,115
Others H At 44,175 11,407
208,371 107,881
TIMING OF REVENUE RECOGNITION Uy 35 HE SR B
2021 2020
—E-—F —E-FF
RMB’000 RMB’000
AR T ARET T
At a point in time P IE I [ 208,371 107,881
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9.

10.

1.

OTHER INCOME, GAINS AND LOSSES 9. HMHWA WEREE
2021 2020
—EB-—F —E-TF
RMB’000 RMB'000
AR T AR¥TT
Bank interest income HRITH EHA 213 568
Net foreign exchange (loss)/gain HNEE (B18) IS F 8 (461) 577
Gain on bargain purchase (note 13) EEWE R E (BFE13) 3,932 =
Gain on disposal of property, LEWE - BRE R R ERZE
plant and equipment 23 -
3,707 1,145
FINANCE COSTS 10. RERA
2021 2020
—E-—fF —ETF
RMB’000 RMB'000
AR®T AR¥FT
Lease interests HERME 156 82
Interests on bank borrowing RITEEF B - 963
156 1,045
INCOME TAX EXPENSE 11. FEHEX

No provision for taxation in Hong Kong has been made as
the Group did not have any assessable profit arising from
Hong Kong for both years.

Under the Law of the PRC on Enterprise Income Tax (the
"EIT Law"”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25%.

HERE R EEMARAT | ZB 2 AEER
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BE—

1.

T —F+-A=+—HLFE

INCOME TAX EXPENSE - continued

Provision for the PRC Enterprise Income Tax was made
based on the estimated assessable profits calculated in
accordance with the relevant income tax laws applicable
to the subsidiaries operated in the PRC for the year ended
31 December 2021. No provision for PRC Enterprise Income
Tax has been made as the Group did not have assessable
profit subject to PRC Enterprise Income Tax for the year
ended 31 December 2020.

1.

FrEwEx—&
FRECEMSHREESRERE
——F+=—A=+— EiirL%F
REEENBEARNMBBAERER
HEtERBE SR EMB -ARAE
Bz _TF+_A=+—H1t
FEVERPEDERESHRELESR
FRad WU EXPECEMBRME
B

The income tax expense for both years can be reconciled to ZMEFECMENRAIEGEER
the profit/(loss) before tax per the consolidated statement of REMEEWERABRRITER, (6
profit or loss and other comprehensive income as follows: B)WERNT:
2021 2020
—E-—F —ZEETF
RMB’000 RMB'000
AR T AR¥TT
Profit/(loss) before tax BB AER, (B18) 17,216 (168,385)
Tax at the PRC Enterprise Income EHRBEMBHIEE25%
Tax rate of 25% (2020: 25%) ZEZTF:25%)
SFEBTHIA 4,304 (42,096)
Tax effect of income not taxable for PRI & & B A
tax purpose MIEE (3,542) S
Tax effect of expenses not deductible MBIEME TR
for tax purpose HIEXE 914 22,364
Tax effect of tax losses not recognised RERHEEBEENRIBELE - 19,732
Utilisation of tax losses previously BRBARER 2B
not recognised (1,676) -

BIRER A2

Income tax expense

At the end of the reporting period, the Group has unused
tax losses of approximately RMB106,675,000 (2020:
RMB210,403,000) available for offset against future profits.
No deferred tax asset has been recognised due to the
unpredictability of future profit streams. Unrecognised tax
losses of approximately RMB106,675,000 will expire from
2022 to 2026 (2020: RMB210,403,000 will expire from 2021
to 2025), subject to final determination by tax authorities.

BRI R AW | R AEER

RBEHR AEEZ2RHAMREE
B ARE106,675,000C (ZE-F
F: AR¥210,403,0007T) A A A IK
£ R AR i A o /A R & Bl = R RS
FBE MW ERARBELERIBEE X
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HE-T-_—F+-_A=1+—HLLEE

12. PROFIT/(LOSS) FOR THE YEAR 12. FERM(FEA)
The Group's profit/(loss) for the year is stated after charging AEBFERFN (BB DENR
the following: AR RIBIBER:
2021 2020
—E-—fF —ETF
RMB’000 RMB'000
ARET R AREF T
Auditor's remuneration % AN B & 1,680 1,680
Cost of inventories sold BEEFEKAN 116,803 89,009
Depreciation of property, plant and Y BB LR ETE
equipment 14,937 12,886
Depreciation of right-of-use assets TREEENE 3,514 4,057
Less: amounts included in property, B ETAYE - BE K&
plant and equipment HENESHE (1,442) (1,786)
2,072 2,271
Impairment loss on property, M- BB RFEEREREE
plant and equipment - 29,847
Impairment loss on right-of-use assets FRELSEREEE - 8,866
Write off of inventories (included MEFE (BREEHEEKREA)
in cost of sales) - 65,447
Loss allowances for trade receivables B 5 RWBIRNEERE 975 2,324
Staff costs (including directors’ BIXA (BREESHE)
remuneration):
Salaries, allowance and benefits in kind Fo RAREYEF 13,167 12,649
Sales commission HEMS 4,159 2,529
Retirement benefit scheme contributions iR K18 A5t 2t 3% 3,763 1,765
Equity-settled share-based payments A E I ARG &
E eyt K 2,334 =
23,423 16,943
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#HE=

13.

2+ -A=+—RHLFE

ACQUISITION OF SUBSIDIARIES

On 3 November 2021, the Company entered into a sales
and purchase agreement (the “Agreement”) with an
independent third party (the “Vendor”) to acquire 100%
equity interest in Sino Trend International Limited (the
“Target Company”) at a consideration of HK$40,260,000
which shall be settled by the allotment and issue of
402,600,000 new ordinary shares (the “Consideration
Shares”) to the Vendor. The Target Company owns 100%
equity interest in Tonghua Zhongbao Industrial Company
Limited (the “Zhongbao Industrial”) and Tonghua Hongshuo
Industrial Company Limited owned as to 95% by Zhongbao
Industrial and 5% by the Vendor, collectively referred to as
the “Target Group”. The principal activities of Target Group
are ginseng planting in leased farm land in Tonghua City
which commenced in 2020 and primary processing services
of agricultural products. The management considers that
the Target Group will act as the supplier of ginseng to the
Group for the production of ginseng wine products so that
the Group can have a secured source of ginseng as core
raw materials after the acquisition which will facilitate the
Group’'s production of ginseng wine products and hence
enhance the Group's overall profitability. The acquisition was
completed on 30 November 2021 (the “Completion Date”).
The transaction costs attributable to this acquisition were
approximately RMB274,000.

Pursuant to the Agreement, the total of 402,600,000
Consideration Shares shall be allotted and issued in three
batch. First batch of 227530,000 Consideration Shares,
second batch of 100,000,000 Consideration Shares and
third batch of 75,070,000 Consideration Shares shall
be allotted and issued on the Completion Date, first
anniversary of the Completion Date and second anniversary
of the Completion Date, respectively. The fair value of
total Consideration Shares as at Completion Date is
approximately RMB30,224,000 (equivalent to approximately
HK$37,039,000), with reference to the valuation performed
by Savills Valuation and Professional Services Limited. The
Vendor guarantees that the actual market value of ginseng
planted at the time of October 2024 shall not be less than
RMB®60,000,000. If there is any shortfall, the consideration
shall be deemed to be reduced by the same amount but
subject to a cap of HK$7500,000, which shall be paid in
cash by the Vendor to the Company as compensation (the
“Contingent receivables”). The directors of the Company
estimated the fair value of Contingent receivables is
minimal. First batch of 227530,000 Consideration Shares
were allotted and issued to the Vendor on the Completion
Date.
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13.

WHEK B AR

KRB —F+—A=H ' ARQAH
BYFE=ZA([BEFTLEE K&
(Izmzl)  WREF AR ERA
RI([BEERAREARE REA
40,260,000/ 70 - @B A B H A%
K 2% 17402,600,0000% 7 & @ Mk (1L
BRGOGIOAFREN - BIZEQARES
BILREEEARRA([FEEE])
2EHEE MBEATEZBEEEEBRA
AP EEXERESF(ABIEESE
J)ﬁ%‘”ﬁﬁ95(yo&5o/o °§T¥;E<
TEERAEBE _ZE_TFRBEETHRL
MEAENESEBAZXUANREER
VEMIRE -ERERE RUIE
=H (BAREAEEAEALBER
TER AmiEeArSERENETF
BEN)E BEREEBIEARNERLE
EA2BRIERMASHER <
AEEBHEBEAZ2 (EAZOEREME)
MREBRR - WEBEER T =_—F
+—A=F+B([EXBH])FEK-
ZWEEEEBLHIZKANAEARE
274,0007T °

BIEZ W% & $£402,600,0000% £
BROED B REITF—
#£227,530,000 K K E & 1H 5 = #Ht
100,000,000 X E % 9 & 5 = #it
75,070,000/% X 1B i% 2 18 2 Bl A 58
KBS TREHE—FERARFAR
TR AEE @B F AR KR
T RBEEF-—RKIEHHEHHER
HEFEMBERAAMETHNEE
REBEHEBERTKBENRFE
%4/ N R #30,224,0007T (FHE R L
37,039,000 7T) * EARBER_F
“HFE+AEEMNAZHNERME
TR A R #60,000,000 T ° A A (T
Mz REESARLERESE
M PR 47,500,000/ 7T 5 1 & 5 LA
HeSHTARGERME (A
EUWFRIE]) c AR A EEHHA
BB R FEMTEERMN-E—it
227530,0008% (X B %2 B A5 B HA
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BE—

13.

2+ -A=+—RHLFE

ACQUISITION OF SUBSIDIARIES - continued 13. WEMBAE—E&
Target Group did not contribute revenue to the Group's RKBEBRABAE T =-_—F+=H
revenue and incurred approximately RMB165,000 to the =+—HHE BEKEYEAAE
Group's profit for the year respectively for the period Bkt BB ARNEENFA
between the date of acquisition and 31 December 2021. i F B B4 A R #165,0007T °
If the acquisition of Target Group had been completed on W EEERN T —F— A —
1 January 2021, the Group's total revenue and profit after AR AEEMNFRNRU D KR
tax for the year would have been RMB208,371,000 and 1% i3 A 18 "%'JFM\EV%ZOS 371,000
RMB16,253,000 respectively. The proforma information TR AR #16,253,0007T - £ B ¥
is for illustrative purposes only and is not necessarily an EHESER APRERBRERR - - —
indication of the total revenue and income and loss after tax F-A—BENKBESTERASEE
of the Group that actually would have been achieved had BRREE 2 QWS WA KKREEES
the acquisition been completed on 1 January 2021, nor is B2IEE I EERRESE 2 T8 -
intended to be a projection of future results.
The following summarises the fair value of total AR Bt/ Y g B BR IS B IR S B A
consideration and the fair value of assets acquired and EEANBREZATFE FINEBEE
liabilities assumed and goodwill arising from the acquisition EEEEaBEZ A FEAREE:
of Target Group at the acquisition date:
RMB'000
ARET T
Net assets acquired: FrBEESRE:
Property, plant and equipment Y BB REE 2,442
Right-of-use assets EREEE 4,443
Biological assets EMEE 30,840
Bank and cash balances RITRIRSEE 1
Other payables and accruals ﬁf@ﬁgﬁ?ﬂgﬁﬂgﬁ'ﬁﬁﬁ (699)
Amount due to non-controlling shareholder JE A FE 43 IR AR BR R (1,073)
Total identifiable net assets at fair value BEATFEHENBNEEFEES 35,954
Non-controlling interest 3H & 2 (1,798)
Gain on bargain purchase on acquisition* (note 9) Z B Y (MEE9) (3,932)
Total consideration BB 30,224
Net cash inflow on acquisition for the year ended BE-_Z-_—F+=-H=1—8H
31 December 2021: LEFERBEENRRRAHEE:
Cash consideration paid ENRERE -
Cash and cash equivalents acquired FrER e RIREEED 1
1
e The Group recognised a gain on bargain purchase of approximately e REBREBEHPERBBRBE LR

RMB3,932,000 in the business combination. The gain is included in
other income, gains and losses (note 9).
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AR #3,932,0007T © & Yz
WA~ ok R 518 (HEEE9) »

SR AE A

CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021

145



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021
HE-_Z-—F+-_fA=+—HILFE

14. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUAL 14. EEZERIEBREHFALTZHME

EMOLUMENTS
(A) THE REMUNERATION OF EACH DIRECTOR (A) BESZHM
Directors’ remuneration for the year, disclosed BEEAN EMRAERAE
pursuant to the applicable Listing Rules and CO, is as PIEENEEFTRNENOT
follows:
Salaries,
allowance Retirement Equity-
and benefits settled
benefits Discretionary scheme  share-based
Fee in kind bonus contributions payments Total
NEREE
A 13 RAER  AURBA
ne BWEAN WERL FEMR  ERAGR @t
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETn ARBTr ARETR ARETT ARETR
Executive Directors HTES
Mr. Wang Guangyuan IrERE - 1,586 - 32 233 1,851
Mr. Zhang Hebin AW L& - 580 - - - 580
Ms. Wang Lijun TBERTL - 544 - 16 233 793
Independent BUFUTES

Non-executive Directors

Mr. Lai Chi Keung, Albert B8 %4 149 - - - - 149
Mr. Yang Qiang BEEE 120 - - - - 120
Dr. Cheng Vincent BERET 149 - - - = 149
Total for 2021 SR -F85 418 2,710 - 48 466 3,642
Executive Directors HiTES
Mr. Wang Guangyuan TRERE - 1,698 - 16 - 1,714
Mr. Zhang Hebin KAWL E - 61 - 9 = 620
Ms. Wang Lijun TEELL - 583 - 8 - 591
Independent BYFHTES

Non-executive Directors
Mr. Lai Chi Keung, Albert ~ RE%E4 160 s s s = 160
Mr. Yang Qiang B@rE 120 - - - = 120
Dr. Cheng Vincent BEREL 160 = S S = 160
Total for 2020 “ECTFEE 440 2,892 - 33 - 3,365
There was no arrangement under which a director FAMBEENEXRBRE
waived or agreed to waive any emoluments during WCER A ] B & B0 &2 #F ©
the year.
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HE-_Z-—F+-_fA=+—HILFE

14. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUAL 14.
EMOLUMENTS - continued

(B)

FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals in the Group during
the year included three (2020: four) directors whose
emoluments are reflected in the analysis presented
above. The emoluments of the remaining two (2020:
one) individual is set out below:

EERTEBREHFALTZHE -

"

(B) HEBEBEHFAL
FAREBzREERSHFAL

BRE=ZFZ(ZE-_ZFF:0%)
ESE ﬁ@ﬂi&ﬁ%ﬁ/\ijfﬁu
ZOMA-BTIWMB(ZZE =
TE:—Z) AL 2EE &P

T

2021 2020
—E-—F —E_ZF
RMB’000 RMB'000
AR TR ARETF T
Salaries, allowance and benefits in kind ¥ 28 M EYWEF) 1,498 801
Retirement benefits scheme RRRE A ET B
contributions 46 53
Equity-settled share-based payments A& E W AR A
ERMAR - _
1,544 854
The emoluments fell within the following band: B2 R IA T & E
2021 2020
—BE-—F —T-THF
No. of No. of
employees employees
BE A" EE AB
Below HK$1,000,000 1,000,000/ LA T 1 1
HK$1,000,001 to HK$1,500,000 1,000,001 L%
1,500,000/ 7T 1 -
2 1
During the years ended 31 December 2021 and 2020, REBE_ZT-_—FRk=-ZF=F

no emoluments were paid by the Group to any of
the directors of the Company or the five highest paid
individuals (including directors and employees) as an
inducement to join or upon joining the Group or as
compensation for loss of office.
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#HE=

15.

16.

2+ -A=+—RHLFE

DIVIDENDS
The directors do not recommend the payment of any
dividend for the year ended 31 December 2021 (2020: Nil).

EARNINGS/(LOSS) PER SHARE

BASIC EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share attributable
to owners of the Company is based on the profit for the
year attributable to owners of the Company of approximately
RMB11,336,000 (2020: loss for the year attributable to owners
of the Company of approximately RMB162,160,000) and the
weighted average number of ordinary shares of 2,072,424,000
(2020: 2,013,018,000) in issue during the year.

DILUTED EARNINGS/(LOSS) PER SHARE

The calculation of diluted earnings per share attributable to
owners of the Company is based on the profit for the year
attributable to owners of the Company of approximately
RMB11,336,000 and the weighted average number of ordinary
shares of 2,404,073,000, being the weighted average number
of ordinary shares of 2,072,424,000 in issue during the year
used in the basic earnings per share calculation plus the
weighted average number of ordinary shares of 330,959,000
assumed to have been converted the convertible bonds at
issue date and the weighted average number of ordinary
shares of 690,000 assumed to have been issued at no
consideration on the deemed exercise of the share options
outstanding at the end of the reporting period.

15.

16.

BRE
EETEEREE_TE-_—F+_A
Z+—BHLEFERNEAMRE (=ZF
TEFE) e

BREFN,(FH#E)

EREXER (EE)
RKABBAEABRERERAHN
(E8) DR AN A ABEFER
Y M4 A R #11,336,000c (Z & =
EEARNEHBABRFANEED
AR #162,160,0007T) M F A2 317
@ A% 2 hiAE 19 £82,072,424,000
B% (==& —Z 4 :2,013,018,0000% ) =+
EREBEBERN,(FHE)
ARARHEAEABGEREERF TR
BAXRHAEABGERNZNOAR
#511,336,0007T & & i@ A% O 4E 39 8
2,404,073,0000% (ANt ESREAREA
MEFER 2 EFRND BITZT R IR
SEH82,072,424,0008% 00 E B ER
BTHHEEBABRESNZTBR
hn#E F 159 $330,959,0000% & & & »
MEHRMARITEBREIRIBIET
FREERTHTBRINETFYH
690,0000% ) 5+ & o

2021 2020
—E-—F —T-THF
RMB’'000 RMB'000
ARBT ARET T
Earnings/(loss) BRI, (F#8)
Earnings/(loss) for the purpose of BUEESRERAF,
calculating basic earnings/(loss) per share (BE) 28,/
(BER) 11,336 (162,160)
Expenses saving on conversion of HinAmRESESE 2
convertible bonds 3 81 -
Earnings/(loss) for the purpose of BUtEBREERF
calculating diluted earnings/(loss) per share (B8 2&8H,/
(E#R) 11,417 (162,160)
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HE-_Z-—F+-_fA=+—HILFE

16. EARNINGS/(LOSS) PER SHARE - continued
DILUTED EARNINGS/(LOSS) PER SHARE - continued

16. BREF(FE) —&
SREBBERA (BB &

2021 2020

—EB-—fF —EETF

Number of Number of

shares shares

Ko HE ’RHEE

‘000 ‘000

TR TR
Weighted average number of ordinary AL ESRER
shares for the purpose of basic aF,/ (BE)z

earnings/(loss) per share B AR N e 19 2 2,072,424 2,013,018

Effect of dilutive potential ordinary shares BE#ETBR &

— Convertible bonds — AR ES 330,959 =

— Share options — R 690 -
Weighted average number of ordinary shares R LAZTE GR% &
for the purpose of diluted earnings/(loss) &aB¥,(FBE)z

per share B AR N e 19 B 2,404,073 2,013,018

For the year ended 31 December 2020, the computation of
diluted loss per share does not assume the exercise of the
Company's share options since their exercise would result
in a decrease in loss per share.

HE_Z2-_ZF+-_A=+—81t*F
E iTEEREEREEITERELAR
AIMEREETE REABRESN
THESEHRZREBRRD -
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HEZ-ZT

T+ ZA=+—BILEE

17.  PROPERTY, PLANT AND EQUIPMENT 17. V¥ -BERZE
Buildings Fixtures
and Plant and and office Motor Bearer Construction
Structures  machinery  equipment vehicles plants i progress Total
BFR EEHER
BEY  HEREE HOERE RE  EEMED ERIR @
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETr ARETr ARETn ARETn ARBTz ARET:
Cost A
At 1 January 2020 RZE-Z5-f-H 488,350 405,608 16,285 4,009 33,612 8,550 956,414
Additions HE 8,400 1913 - - 4,109 - 14,422
At 31 December 2020 RZEZZF+-A=1-AH 496,750 407521 16,285 4,009 37N 8,550 970,836
Additions RE - 7092 - 118 4,152 - 11,362
Acquisition of subsidiaries (note 13)  WEHB A& (MzE13) 2,442 = = = = = 2,442
Disposals ik 3 - (457) S (76) - - (533)
At 31 December 2021 W-E--f+-A=1+-H 499,192 414,156 16,285 4,051 41,873 8,550 984,107
Accumulated depreciation and RIFTERAME
impairment
At 1 January 2020 RZE-ZT5-f-H 390,819 372,974 12,091 3,327 10,717 - 789,928
Charge for the year FREL 5,443 4,008 197 218 3,020 = 12,886
Impairment loss REBE 17850 5,425 710 82 4,260 1,520 29,847
At 31 December 2020 W-E-ZF+-A=1+-H 414,112 382,407 12,998 3,627 17997 1,520 832,661
Charge for the year FRAZH 7345 3,710 175 126 3,681 = 14,937
Disposals k3 - (457) S (73) - - (530)
At 31 December 2021 RZEZ-Ff+-A=t-AH 421,457 385,660 13173 3,680 21,578 1,520 847,068
Carrying amounts FAE
At 31 December 2021 WZE--f+-fA=1+-H 77735 28,496 3,112 37N 20,295 7030 137039
At 31 December 2020 RZZZBF+-A=1-H 82,638 25,114 3,287 382 19,724 7030 138,175
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BE-T-—F+-AS—ALER
17. PROPERTY, PLANT AND EQUIPMENT - continued 17. ME - BERSZE &
The buildings are situated on land in the PRC. ZEBFURPE LM o
During the year ended 31 December 2020, the Group HE_ZT-_FTF+H=1+—HL
carried out review of the recoverable amount of its property, FE - BARFAEEEBNMS S
plant and equipment as a result of the deterioration of AEEBCHYE HERZEHAE
the markets of the Group's business. The reviews led to WHRIBETEZ BRITERHARE
the recognition of an impairment losses of approximately 29,847000t MR EEIEER = =
RMB29,847000 have been recognised in profit or loss EF+ A=+ —HIEFEMBERTF
for the year ended 31 December 2020. The recoverable WR-MHEEENA B RFKIBEARE
amount of the relevant assets of RMB138,175,000 has 138,175,000t H K A RLRIB @R =
been determined on the basis of their value in use using FEEREGHEEETE PMHEAME
discounted cashflow method. The discount rate used was 14 BEAE14% °
per cent.
18. LEASES AND RIGHT-OF-USE ASSETS 18. HERERAEEE
Disclosures of lease-related items: WEHEMBER:
2021 2020
—E=-—F —T-THF
RMB’000 RMB'000
AR T AREFTT
At 31 December: Rt+=-—A=+—8:
Right-of-use assets FEREEE
- Leasehold lands —HELTH 40,091 37,802
- Office premise —WREWE 1,883 3,243
41,974 41,045
The maturity analysis, based on ERKMBEEREN
undiscounted cash flows, of AEBHEABED
the Group's lease liabilities is FHBE AT :
as follows:
— Less than 1 year ——F UK 872 915
- Between 1 and 2 years ——F U EERFEUR 800 1,701
- Between 2 and 3 years —“MEANEE=FUA - 800
1,672 3,416
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#HE=

18.

2+ -A=+—RHLFE

LEASES AND RIGHT-OF-USE ASSETS - continued 18. HERERAEEE-&
2021 2020
—E=-—F —T-THF
RMB’000 RMB'000
AR T AR¥TT
Year ended 31 December: HEt+-_A=+—HLFE:
Depreciation charge of right-of-use assets {£AEEENITEM L
- Leasehold lands —HE+TH 2,154 2,723
- Office premise —WREWE 1,360 1,334
Less : amounts included in property, BEFAYE -BE R
plant and equipment HENESHE (1,442) (1,786)
2,072 2,271
Lease interests HERE 156 82
Total cash outflow for leases HEMNRS R EE 1,744 2,218
Addition of right-of-use assets CTREEERE - 4,329
Additions to right-of-use assets through  BE@WENBRATRE
acquisition of subsidiaries (note 13) EAEEE (MF13) 4,443 -
Impairment loss on right-of-use assets FREEEREEE - 8,866

The Group leases various leasehold lands and office
premise. Lease agreements are typically made for fixed
periods of 2 to 50 years. Lease terms are negotiated on
an individual basis and contain a wide range of different
terms and conditions. The lease agreements do not impose
any covenants and the leased assets may not be used as
security for borrowing purposes.

During the year ended 31 December 2020, the Group
carried out review of the recoverable amount of its right-of-
use assets as a result of the deterioration of the markets
of the Group's business. The reviews led to the recognition
of an impairment losses of RMB8,866,000 have been
recognised in profit or loss for the year ended 31 December
2020. The recoverable amount of the relevant assets of
RMB41,045,000 has been determined on the basis of
their value in use using discounted cashflow method. The
discount rate used was 14 per cent.

BRI R AW | R AEER

AEEHEZEEETHEBAE
X-HEHRNETHRBER H2E50
F - ME BRI E R EEEITHER -
BEEBTRMER &K - HE R
EIEENEARE MEAEEET
SREEERENER-

HE-_Z2-_ZF+_A=+—H1
FE - BARAEEEBHNMSEL -
AEBBHFEREEENTRWGKIE
HEITEZ - B #ER AR %8,866,000
THREBECN -_Z-_ZTF+ A
= +—BHLEFENEZTER HEHE
EEMR] U FIE A R 41,045,000
TIHRBAMRR e REZENEFER
BEHET FIFEAMNBIEEA14% °

CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021

152



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021

BE—

19.

T —F+-A=+—HLFE

BIOLOGICAL ASSETS

Movements of biological assets, representing ginseng
and grapes growing on bearer plants, are summarised as
follows:

EYMEE
EYMEE (BEEMEDERNOAZ
MEE)EBRMIAT

RMB'000

AREFIT

At 1 January 2020 RZZEZZF—H—H 2,806

Increase due to cultivation 5518 P EUE AN 1,393

Transfer to inventories HAGRE (5,850)

Change in fair value of biological assets EYEENFEE 4,293

At 31 December 2020 RZEBEZEF+=-_A=+—H 2,642
Increase due to acquisition of subsidiaries U BE B BB A B EEAE 2 28 hn (B9 RE13)

(note 13) 30,840
Increase due to cultivation 5518 PTEUE AN 1,533
Transfer to inventories HAGFE (5,853)
Change in fair value of biological assets EYEENFEE 4,299
At 31 December 2021 RZEZ—F+=-A=+—H 33,461

Cultivation costs incurred as addition to the grapes.

Ginseng wine products generally use ginseng aged 5 as raw
materials and all ginseng has been planted for two years as
at 31 December 2021, therefore, no ginseng are transferred
to inventories of the Group for production during the year
ended 31 December 2021.

All grapes are harvested annually from August to November
of each year. The output of grapes was 780 tonnes
(2020: 780 tonnes) during the year ended 31 December
2021. Grapes of approximately RMB5,853,000 (2020:
approximately RMB5,850,000) are transferred to inventories
of the Group for production. The Group has remeasured
the fair value of the harvest at the spot of transferring to
inventories during the year. After the harvests, plantation
works commenced again on the grapevines.

The Group is exposed to a number of risks related to its
biological assets. The Group is exposed to the following
operating risks:

B &) & A0 i 2 A SRR o

ASERINER—REAAFHAR
EREMBMAMBASR T —F
TZA=t+—REBEMF At
BE_T_—H+_A=1t—HLF
B BEAZBEAKEFERNLE
7o

FMEREYREFEFMNNAEZE+T—A
EITE U ESZI:;?:—EwL:ﬂ
_+—E|¢$F§Z* BBRE=AT80
W (T T4 :780W) - Y AR
5,853,0007z(_$_ FHARE
585000073)!3’]%5775LJ\$%IT
EREEE-RFRAEBEAGTEER
REBCEHAEUWHRAO R FE- EA
Rl BedrERREE -

AEEEBREAEYMEERBENET
% REBHERIATRLRR

o BE KRR A R A | 22— EAEH
CHINA TONTINE WINES GROUP LIMITED | ANNUAL REPORT 2021
153



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Aok B A 25 R B

For the year ended 31 December 2021

HE-_Z-—F+-_fA=+—HILFE
19. BIOLOGICAL ASSETS - continued 19. £YEE-&
CLIMATE, DISEASE AND OTHER NATURAL RISKS Rix - HmEkHEAME AR
The Group's biological assets are exposed to the risk of AEBNEMEEMR S RIS
damage from climatic changes, diseases and other natural EREEMBANERE ZRR K
forces. The Group has extensive processes in place aimed SEERAREZHE AT KB Z
at monitoring and mitigating these risks, including regular LRk BETHETRR KRBT
inspections, disease controls, surveys and deinsectisation. Bl FAEREBE-
FINANCIAL RISKS 51 7 2 B
The Group is exposed to financial risks arising from changes AEEmEREGEMESBELENT
in the market price of grapes. A significant increase/ R (A FT T B ek 5T E 2 KR IE
decrease in the estimated market price or the estimated moRLBERENMEENAFEKX
production quantity would result in a significant increase/ @I, A e
decrease in the fair value of the biological assets.
The Group does not anticipate that the market price of AEEEHEEHNMELY R KRS
grapes will decline significantly in the foreseeable future FARBEBTER AR RFTZITETA
and, therefore, has not entered into derivative or other FEMENUNEETEME THOR
contracts to manage the risk of a decline in market prices o RRAIRNEREREBEGRNTBRERE
of grapes. The Company reviews its outlook for market BEXNAR eTHRIEEES
prices of grapes regularly in considering the need for active MEMRE-
financial risk management.
For the fair value measurement of biological assets please EYEEANTEFEFLHMTE6 -
refer to note 6.
20. INVENTORIES 20. FE&
2021 2020
—E-—fF ZEZEF
RMB’000 RMB'000
AR TR ARET T
Raw materials and consumables R E RS E S 112,986 50,730
Work in progress & 89,138 81,112
Finished goods SR ah 8,190 11,933
210,314 143,775
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21. TRADE RECEIVABLES 21. BESEWER
The Group allows a credit period of 30 to 180 days to its REBRTHE S5 EFI30E180KH
trade customers except for the new customers which EEH HHRFENEXRNEEH
payment is made when wine products are delivered. The EMBEXAZE U TARBRESEHR
following is an aged analysis of trade receivables presented REZAB(HEZEMNKERERAE
based on the invoice date at the end of the reporting period, EE)2INESEWNETINER S
which approximated the respective revenue recognition e
dates.
2021 2020
—E-—fF TECTF
RMB’'000 RMB'000
ARE TR AREFIT
Trade receivables B 5 E W AR 122,976 68,986
Less: loss allowances R R (4,235) (3,260)
118,741 65,726
The aging analysis of trade receivables, based on the invoice H 5 REWIR R F B H A8 40 R
date, and net of allowances, is as follows: BB ZREDITOT
2021 2020
—E-—F —E-FF
RMB’'000 RMB'000
ARET T AREF T
0 - 90 days 0E90K 90,428 37653
91 - 180 days 91E180K 20,202 10,053
181 — 365 days 1812365K 1,442 9,948
Over 365 days 365K £ 6,669 8,072
118,741 65,726
Reconciliation of loss allowances for trade receivables: BZRKERBERENEEK:
2021 2020
—E=-—F —T-THF
RMB’000 RMB'000
ARETx AREFTT
At the beginning of the year REH 3,260 936
Net increase in loss allowances FAEEREEFIE N
for the year 975 2,324
At the end of the year RE R 4,235 3,260
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#HE=

21.

22.

2+ -A=+—RHLFE

TRADE RECEIVABLES - continued 21.
The Group applies the simplified approach under HKFRS

9 to provide for expected credit losses using the lifetime
expected loss provision for all trade receivables. To measure

the expected credit losses, trade receivables have been
grouped based on shared credit risk characteristics and

the invoice date aging. The expected credit losses also
incorporate forward looking information.

ESRWERR &

AEEERE LY B®REEQFHR
R T 570 AR E S 5 ERAR R
ERFENAENERBREFERYE
EBBE-RHEREYEEBRE B
FEU R R E RIBHFIEE R RS E R
EEAHMERES B -RHEEEERT
BERELEER-

Within 91-180 181 -365 Over
90 days days days 365 days Total
90K LA 91Z180K 181E365Kk 365K L Mgt
At 31 December 2021 R-ZBE--%
tZA=1-H
Weighted average expected METHIEHER R
loss rate 1.50% 7.00% 10.00% 15.00%
Receivable amount (RMB'000) AkEeE (ARETFT) 91,805 21,723 1,602 7846 122,976
Loss allowances (RMB'000) EERE(ARETRT) 1,377 1,521 160 1,177 4,235
At 31 December 2020 R=ZB-Z%
t=A=t-~H
Weighted average expected MET LA ERR
loss rate 0.85% 5.00% 9.00% 15.00%
Receivable amount (RMB'000) mkEeE(AREFT) 37976 10,582 10,932 9,496 68,986
Loss allowances (RMB'000) EERE(ARETT) 323 529 984 1,424 3,260
DEPOSITS AND PREPAYMENTS 22. RERFENRE
2021 2020
—E-—fF TECTF
RMB’000 RMB'000
ARETx AREF T
Current B H#A
Rental deposit HEZS 297 681
Prepayments for inventories (note) HFEMTEM A (M) - 90,080
Other tax receivables Hh fE U B IR 8,043 6,014
Other deposits and prepayments Hibiz e RTENFKIA 103 9
8,443 96,784
Non-current Ik B Af
Prepayments for property, W BB K& ERTENRIE
plant and equipment 2,850 7,458
Prepayments for intangible asset B EENTENRIEA 1,600 1,600
4,450 9,058
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#HE=

22.

23.

24.

2+ -A=+—RHLFE

DEPOSITS AND PREPAYMENTS - continued

Note:

During the year ended 31 December 2020, the Group entered into a purchase
agreement amounting to RMB94,918,500 with an independent third party
in respect of the purchase of Australian grape juice and a prepayment of
RMB80,000,000 was paid. The date of completion of the agreement had
been extended from 31 December 2020 to 30 June 2021 due to the trade
dispute between China and Australia. If the transaction cannot be completed
on or before 30 June 2021, a full refund will be issued. During the year ended
31 December 2021, the transaction was completed and recorded as raw
materials in inventories. During the year ended 31 December 2020, the Group
entered into another purchase agreement amounting to RMB33,600,000
with an independent third party (the “Supplier”) relating to the purchase of
ginseng for developing new products. A prepayment of RMB10,080,000 was
paid and the transaction will be completed before 30 November 2021. On
23 September 2021, the Group entered into the supplementary agreement
with the Supplier relating to decrease the total quantity of ginseng to be
ordered with adjust consideration of RMB10,080,000. During the year ended
31 December 2021, the transaction was completed and recorded as raw
materials in inventories.

PLEDGED BANK DEPOSITS AND BANK AND CASH
BALANCES

As at 31 December 2021, the pledged bank deposits
and bank balances carry interest at average market rates
ranging from 0.01% to 0.3% (2020: 0.01% to 0.3%) per
annum. Conversion of approximately RMB85,629,000 (2020:
approximately RMB37,366,000) into foreign currencies is
subject to the PRC's Foreign Exchange Control Regulations.

TRADE PAYABLES

The following is an aged analysis of trade payables
presented based on the invoice date at the end of the
reporting period:

22.

23.

24.

BERBANRE-&

GET

HE-_Z_ZF+_-_A=Z+—BHLEFE K
EEEE—ZBEBIUF A USEAARE
94,918,500t W K BE R E - N D B B ER KX
F =B BT I 2 78 B A R 80,000,000
TLomR R EERAFIEHEE P F N kTR
HHEBR =TT+ -_A=+—HITEHE=
EZ—FANA=ZTA - MZRIRER =T =—
FRAZTASZAIER  HIEHE2BERA B
EE -G+ _A=+—HLEE ZRXHE
ERITREFEFLARME - BE-_Z_ZF
FTZA=+—BLEFE AEEE-EBIE=
FHEFIDITIS—BRBERE @EAA
R #33,600,0007T " # REBE AL BRFAENE
e B 5B A R #10,080,0007T B X 1+ Bz 2
SGER-_ZE=-—F+—A=1tHAEK - R=F
Z—FAA-+ZH - AEEEEEETIER
W P RABNREAR10,080,0007T « 7] B
ABHBEERL BHE-_T-_—F+=-A=+—
BLEFE ZRIEEZRIREFEERLHREME -

EEFABRTERUARBRITRES
e
RN—E-—F+-_A=+—H B
HIRTERRBIERIEFEFEEH
BRMENF0.01%E03% (ZE-F
F:0.01%ZE03%)FFEFBE-HAR
185,629,000 (ZE_FF : H A
R #37366,0007T) X AINE B S F
B SN IR AR A7) 2 FRBR o

BEZRMNERM
UTEBRBEHRRZEZTAH256
B 5 M BR KA BR e 0 AT -

2021 2020

—EBZ—F —ZT-THF

RMB’000 RMB'000

ARBT R ARBTT

0 - 30 days 0&30Kk 12,896 2,213
31 - 60 days 31E60K 5,089 3,130
17,985 5,343

The average credit period on purchase of raw materials
ranges from two to three months.

The Group has financial risk management policies in place
to ensure that all payables are settled within the credit
timeframe.
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25. OTHER PAYABLES AND ACCRUALS 25. HtENREBEREGFER

2021 2020

—BZ—F —T-THF

RMB’000 RMB'000

AR T ARETF T

Accrued expenses JEETRX 13,361 15,467

Other tax payables H b e A B IE 14,254 5,202
Payables for the acquisition of RBEDE BB &

property, plant and equipment BB FIE - 840

Other payables Hh JE S 3R 2,937 1,560

30,552 23,069

26. AMOUNT DUE TO ULTIMATE HOLDING COMPANY/ 26.
NON-CONTROLLING SHAREHOLDER

The amounts were unsecured,

on demand.

27. LEASE LIABILITIES

interest-free and repayable

27.

BRBEERARAFERRR

*IE

% 5N AR DEEFS MR R

3(/\1 iR o

HERE

Lease payments

Present value of
lease payments

BERHK HENRWENE
2021 2020 2021 2020
—B--f ZT-TF ZB--fFf CZT-TF
RMB'000 RMB'000 RMB'000 RMB'000
ARETRT ARETRT AR%ETR ARETR
Within one year —FPARA 872 915 794 788
In the second to fifth years, inclusive RE-FE2ERAF(BEERF) 800 2,501 786 2,380
1,672 3,416 1,580 3,168
Less: Future finance charges W ARRBERY (92) (248)
Present value of lease liabilities HESEMZIE 1,580 3,168
Less: Amount due for settlement B 128 AR EI B AL ER
within 12 months (shown FEGIAERBDHARE)
under current liabilities) (794) (788)
Amount due for settlement 1218 A& B HY BLEBNFTA
after 12 months 786 2,380

At 31 December 2021, the average effective borrowing

rate was 4.75% (2020: 4.75%).

Interest rates are fixed at

the contract dates and thus expose the Group to fair value

interest rate risk.

BRI R AW | R AEER
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BE—

28

T —F+-A=+—HLFE

CONVERTIBLE BONDS

On 11 February 2021 (the “Issue Date"”), the convertible
bonds with the nominal value of HK$40,000,000 (the
“Convertible Bonds"”) were issued to two placees namely
Mr. Koo Yuen Kim (&/E& %4 ) and Mr. Sim Tsz Shiong
(Wbt # % 4£) who are independent third parties. The
Convertible Bonds will due on the second anniversary of
the Issue Date or (if not a business day) the business day
immediately before the date of the second anniversary of
the Issue Date (the “Maturity Date”)

The Convertible Bonds is convertible in whole amount or
multiple of the minimum denomination of HK$1,000,000
into ordinary shares of the Company at any time between
the Issue Date and the Maturity Date. The Convertible
Bonds, if exercised in full, will be convertible to a maximum
400,000,000 ordinary shares of HK$0.01 each in the
Company at the conversion price of HK$0.10 per share. If
the Convertible Bonds have not been converted, they will
be redeemed at par on the Maturity Date. Interest of 15 per
cent per annum will be paid half-yearly up until the Maturity
Date.

The Company may at any time from the fourth month of
the Issue Date to the Maturity Date redeem the Convertible
Bonds at 100% of the outstanding principal amount (in
whole amount or multiple of the minimum denomination
of HK$1,000,000) in cash by serving at least 30 business
days’ prior written notice on the bondholders with the total
amount proposed to be redeemed from the bondholders
specified therein.

The bondholders may at any time from (i) the sixth month
of the Issue Date to the Maturity Date and (ii) the first
anniversary of the Issue Date to the Maturity Date, request
the Company to redeem the Convertible Bonds at (i) 50%
and (ii) 100% of the outstanding principal amount in cash by
serving at least 30 business days’ prior written notice on the
Company with the total amount proposed to be redeemed
by the bondholders specified therein, respectively.

HERE R EEMARAT | ZB 2 AEER

28.

R ES
R_EBE-_—F_A+—B8 (317
B ) E1{& A40,000,000/% 7T & A #
BMESH([ATBREBRESFBEEITT®
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At 31 December 2021

RZE-_—F+=-_A=+—H
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HE-T-_—F+-_A=1+—HLLEE
28 CONVERTIBLE BONDS - continued 28. WHMRES-&
On 25 August 2021, Mr. Koo Yuen Kim and Mr. Sim Tze RZZEZ—F\AZ+THRA BIE
Shiong entered into a sale and purchase agreement with =FEE®%E Rk T H5E £ BEBon
Bon Voyage Development Limited (the “Transferee”) Voyage Development Limited ([
who are independent third parties, in relation to transfer BADFVEEHE NEBBERX
the Convertible Bonds and related interest receivable BN A R E S KR E R
to the Transferee. The transaction was completed on B ZRHGERZZE_—FNA+=
13 September 2021 and the Transferee agreed to waive the HEX XEAREREBEHTHE
Convertible Bonds interest for the period from the Issue ZE -+ AT HBEENAR
Date to 10 December 2021. On 10 December 2021 (the BESMNBE - R_E-_—F+_A+
“Conversion Date"), Transferee converted the full amount of H([#®EH]) SEAB2ES
HK$40,000,000 convertible bonds into 400,000,000 ordinary #40,000,0008 T A MR EHER R
shares. 400,000,0008% & @ A%
The Group has engaged an independent valuer, Hong Kong AEEEZEB I GEMESTER
Appraisal Advisory Limited, to determine the fair values of RERAREENETHE REH AR
the Convertible Bonds as at the Issue Date and Conversion AR EFH A FE-
Date.
LEVEL 2 FAIR VALUE MEASUREMENTS FE_HAFEFTE
Fair value as at
RUTBEHNAEE
Conversion Issue
Date Date
ik H BITHH
Description Valuation technique Inputs RMB’000 RMB’000
3 EREDPS LN - ARE TR ARET R
Convertible bonds Binomial model Share price
AR ES ZIEARA % (&
Discount rate
BhIR =
Volatility
A
Conversion price 32,278 32,197
BB
The movements of the Convertible Bonds during the year HE-_Z-_—F+-_A=+—HLHF
ended 31 December 2021 are as follows: B RBREFNEDBROT
RMB'000
ARET T
Net proceeds from issue of convertible bonds %77 A # i% (& 5 B BT 1§ 208 % 78 (Bl
(Being the gross proceed of approximately FriS sKIB 48 58 49 A R #33,323,0007T
RMB33,323,000 (HK$40,000,000) net (40,000,000% 7T ) kR B HE K AL
with direct cost of approximately AR ®1,126,0007T (491,352,000 7T ) )
RMB1,126,000 (approximately
HK$1,352,000)) 32,197
Foreign exchange gain b 5 e (643)
Fair value loss NEEESE 724
Converted Hin (32,278)
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29. SHARE CAPITAL 29. B
2021 2020
—BZ—F —T-THF
HK$'000 HK$'000
FHET FET
Authorised: JETE
10,000,000,000 (2020: 10,000,000,000) SR E A0.01E T
ordinary shares of HK$0.01 each 10,000,000,0000%
(ZT=ZTF:
10,000,000,000/% ) & 3@ i% 100,000 100,000
Issued and fully paid: BEITRAR:
2,640,548,000 (2020: 2,013,018,000) FREERCOEITH
ordinary shares of HK$0.01 each 2,640,548,0000%
—EFH:
2,013,018,0000% ) & 3@ % 26,406 20,131
2021 2020
—E-—fF ZEZEF
RMB’000 RMB'000
AREFT T AREFIT
Shown in the consolidated financial REETBHREKETR
statements
At 31 December ®»+=—A=+—8 22,748 17,624
Movement of the number of shares issued and the share AEEEBITRMOEE RRAEE N
capital during the current period is as follows: T
Number of
shares Amount
&5 E B EE
‘000 HK$'000
T FAT
At 1 January 2020, 31 December 2020 RZEZFF—H—A"
and 1 January 2021 R-E-—ZE+-A
=t+—BRZZE=—
—A—A 2,013,018 20,131
Allotment and issue of Consideration il 3% R EHITRER D
Shares (note 13) (MF3E13) 227,530 2,275
Convertible bonds converted (note 28) Hina R ES (Mi28) 400,000 4,000
At 31 December 2021 RZEZ—F+=-A=+—H 2,640,548 26,406
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30.

2+ -A=+—RHLFE

SHARE-BASED PAYMENTS

EQUITY-SETTLED SHARE OPTION SCHEME

The Company's share option scheme (the “Scheme”), was
adopted by the shareholders of the Company on 10 May
2019 for the primary purpose of enabling the Company to
grant options to subscribe for ordinary shares of HK$0.01
each in the Company to eligible participants (including
directors, employees, suppliers of goods and services,
consultants, advisers, contractors, business and service
partners of the Group) to recognize and reward their
contributions and/or as incentives for retaining them for
their contribution or potential contribution to the Group for
its long-term growth and development.

At 31 December 2021, the aggregate shares in respect of
which options had been granted and remained outstanding
under the Scheme was 200,000,000 (2020: 66,200,000),
representing 7.57% (2020: 3.29%) of the shares of the
Company in issue at that date. The maximum number
of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under
the Old Scheme and the Scheme (as the case may be) is not
permitted to exceed 30% (2020: 30%) of the shares of the
Company in issue at any time. The number of shares issued
and to be issued in respect of which options granted and
may be granted to any individual in any 12-month period is
not permitted to exceed 1% of the shares of the Company
in issue at any point in time, without prior approval from
the Company’s shareholders. Options granted to substantial
shareholders or independent non-executive directors in
excess of 0.1% of the Company’s shares in issue or with
a value in excess of HK$5 million must be approved in
advance by the Company's shareholders.

Options granted must be taken up within 21 days of the
date of grant, upon payment of HK$1 per grant. Options
may be exercised at any time from the date of acceptance
of the share options to such date as determined by the
directors of the Company but in any event not exceeding
10 years. The exercise price is determined by the directors
of the Company, and will not be less than the highest of (i)
the closing price of the Company's shares on the date of
grant, (ii) the average closing price of the shares for the five
business days immediately preceding the date of grant; and
(i) the nominal value of the Company’s share.

BRI R AW | R AEER

30.

LARR 43 & B 1 B9 13 K
DESEEBRERE
RABIBRER=—ZZT—AFRAT+HK
M AR B RE AT &) ([aaTEl))
HIBEWRSARAARAERS
HE(BRES EE BWERREH
JEE B BAAEKEE AKE
EBBHIRBAERH)RHAR
BARAEZROMNEBETEBER ZBR
BABEEREREFEHMELER
BEUAREBEMERRERMAEL
ZERBBERRNTE N EZ
FALe

RZEBE-Z—F+=_A=+—H BE
FZETEIERE RN ARITENBERES
N B A% 15 42 80 5200,000,0000% (==
— T :66,200,0000%) - HHERAQ
AIRNZABEITHRMHMIST% (=&
ZEF:3.29%)  IRIFEFT B R ZET
B (RBERME) MRERHEDERF
TEMBEERITHFEEBRERETHER
A FETHNRSRNEE T5HB6
AN B AT ] B 2 3 1T A% 19 8930 %
TEETF:30%) c REMT @
BARFRAERFEAEBNALH
BRESEHEBITRE TRITHR
DEE EXTERARREE LI E
BRT  NEBIBARRD AR [ B R
BETRMMI% R TFEERE
SBUIERTEZHEREBELAA
A B BITIRD0.1% » s AR+ — 1@
A B B {E B 185,000,000 JT » Bl &%
BRI /NG R i

BREMBRECARNELBREES A
Bt —+—BR EXNERREDN
B IR R 1 78 T B B A - BB AU R R A
BREZABREARFNERRENH
B R BER 1T BEEAIER
TERBRETEBE T F-1TEET
HMARNREZETE BETEERAT
ZENERRE: ()IARRBRORE L
BEHmEHE: (1BREXHBE SR
8% % AR FHUWRTE: KA
NERHE(E
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LRHOEEBRNSR—E&
LESEEERENS &
RZBE-_—FR-_ZBE-_ZFTF+_A
—t+—BHERTENERE S EE
BB

30. SHARE-BASED PAYMENTS - continued 30.
EQUITY-SETTLED SHARE OPTION SCHEME - continued
Details of specific categories of outstanding options as at

31 December 2021 and 2020 are as follows:

Date of grant

Number of options

Exercisable period

Exercise price

FH A BREHE T 1T E

21 September 2021 200,000,000 23 September 2021 to HK$0.1
(2020: Nil) 22 September 2022

T -FAAZ+—H 200,000,000 —E_-FAAZT=BZE 0187
(ZZ_T5: &) “TZFNAAR=Z+Z=H

9 May 2016 Nil 9 May 2016 to HK$0.263
(2020: 66,200,000) (Note) 8 May 2021

—ET-R"FRAANA i ZE-R"ERANBE 0.263/5 7T
(ZZ=%%:66,200,0007) Z=—ZE-—FHANA
(FEE)

Note: The grantees of the outstanding options were employees of the Mis: MARITEBRENERARTEERE

(BREAAFRN—BESE) -
TARBAAARBE-S-—%R
—E_TE+-A=+—ALFEE
Pkt BRI W R T B R )

Group (including a director of the Company).

The following table discloses movements of the Company’s
outstanding share options granted under the Scheme during
the years ended 31 December 2021 and 2020:

& :
2021 2020
“E--F —TZ%F
Weighted Weighted
average average
Number of exercise Number of exercise
share options price  share options price
mEEg HEF
BREHE e BRiEHE 16/
HK$ HK$
BT B
Outstanding at the beginning RENERITHE

of the year 66,200,000 0.263 266,200,000 0.175
Granted during the year RERE T 200,000,000 0.1 = =
Lapsed during the year RERKK (66,200,000) 0.263  (200,000,000) 0.146
Outstanding at the end of the year R ERHAITHE 200,000,000 0.1 66,200,000 0.263
Exercisable at the end of the year ~ RERA[1T{F 200,000,000 0.1 66,200,000 0.263
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BE—

30.

31.

B —F+-A=+—HBILFE

SHARE-BASED PAYMENTS - continued
EQUITY-SETTLED SHARE OPTION SCHEME - continued
No share options were exercised (2020: Nil) and 66,200,000
share options were lapsed (2020: 200,000,000) during the
year ended 31 December 2021. The options outstanding
at the end of the year have a weighted average remaining
contractual life of 0.73 year (2020: 0.35 year) and the
exercise price is HK$0.1 (2020: HK$0.263). In 2021,
200,000,000 share options were granted on 21 September
2021. 40,000,000 share options were granted to the two
executive directors and remaining 160,000,000 share
options were granted to eight full-time employees of the
Group. The estimated fair values of the share options
granted on those dates are approximately HK$2,811,000
(approximately RMB2,334,000).

The fair value of the share options granted on 21 September
2021 was calculated using the Binomial Option Pricing
Model. The inputs into the model are as follows:

30.

RO EEBRNSR—E&
LESEEERENS &
BHE T -_—F+-_A=+—HItF
EoEREREETE (22 F:
) 566,200,000 BB IR AE LK (=
T~ F 4 :200,000,00010) - RE KX
WARITEZ BRE 2 MEFHRHBE
HFEHAROIBFE(ZE_FF:0.35
F) o ﬁﬁﬁﬁﬁ%oﬁ%ﬁ(:;ﬁ:%
i 0.2638L) R_ZTE-_—F K
NEIR f——iﬂﬂ +—B&%H
200,000,00017 & J& # - 40,000,000
MEREERETWMBRITEE BT
160,000,00017 g IR /&= T A & B
NE2BESE - RZEAERHEZE
i1 2 st A FE AE#2,811,0008 T
(#) AR #2,334,0007T) °

RZZE_—FNAA-Z+—HARHE
gz A FEER -_BEAREEEE
BB B ZHABEBNT

2021

—EBE-—F

Closing price as at grant date (HK$) RIFEHBHZWHE (BT) 0.089

Weighted average exercise price (HK$) IEFEHITEE (BT) 0.1

Expected volatility TE B 1R 51.00%

Expected life TEHA G Hf 1 year

Risk free rate f [ B ) R 0.03%

Expected dividend TEHARR B 0%

RESERVES 31. f#E

(A)  The amounts of the Group's reserves and the (A) ZAEBREZ2HENESNES
movements therein are presented in the consolidated A?Em&ﬁﬁﬂz@%m?%%&

statement of profit or loss and other comprehensive
income and consolidated statement of changes in
equity.

(B) NATURE AND PURPOSE OF RESERVES
(i) Share premium

Share premium represents premium arising
from the issue of shares at a price in excess
of their par value per share and is not
distributable but may be applied in paying
up unissued shares of the Company to be
issued to the shareholders of the Company as
fully paid bonus shares or in providing for the
premiums payable on repurchase of shares.

BRI R AW | R AEER

RESEEHKRET -

(B) FHEMERAEN
(i) B1GwE
B HEEANBBES
R EE 2 BRETIRGD
FrTEAXZEE BT
BAEDK BA BEX
BT FARARERE
AEARB R 2 AR
AR BT (D - SRt
BB R M B X 2 %

go
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HE-ZTZ

(B)

(C)

—F+=A=t—ALEE

31. RESERVES - continued 31. fRE—&
NATURE AND PURPOSE OF RESERVES - (B) EMTEREN-&
continued
(ii)  Share options reserve (i) FEREFE
The share-based payment reserve represents ARG 0 B B0 2 1 3R i+
the fair value of the actual or estimated HBIEE R L M E R %
number of unexercised share options granted hErRITHE B R ES B
recognised in accordance with the accounting ZRARFE WUHEEY
policy adopted for equity-settled share-based 5 4R & MY 55302 DA#E 25
payments in note 30 to the consolidated HEEIW ARG BERH
financial statements. ESE Y a -
FUARERR
(iii)  Other reserve (i) BEbrEE
The other reserve represents the fair value of HinfEEIERBEE Y
Consideration Shares to be allotted and issued 75 3R 3% B 7E 1370 U BB BT
recognised in accordance with the accounting BRARFEKANEEK
policy adopted for acquisition of subsidiaries RUERA TR KRBT
in note 13 to the consolidated financial ZRERD 2 AFE
statements.
RESERVES OF THE COMPANY (C) b NN R
Share
Share options Other Accumulated
premium reserve reserve loss Total
BRDEE BRERE HifxE RitEE #at
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTFT ARETT ARBFIT AREBTT ARETR
At 1 January 2020 R-E-ZF—F—8 910,541 8,373 = (826,993 91,921
Total comprehensive expense FRAZERAZARE
for the year - - - (9,635) (9,635)
Share options lapsed i P B 2R 2 - (3,756) = 3,756 =
At 31 December 2020 RZZ_ZF
+=-ZA=+—H 910,541 4,617 - (832,872) 82,286
At 1 January 2021 R-E-—f—F—§ 910,541 4,617 - (832,872) 82,286
Total comprehensive expense FRAZERAXAE
for the year - - - (15,589) (15,589)
Acquisition of subsidiaries W EE KT B A R 15,224 - 13,143 - 28,367
Convertible bonds converted AR ES 29,01 s S = 29,011
Share option lapsed B AR SR L - (4,617) - 4,617 =
Share option granted IR R - 2,334 = - 2,334
At 31 December 2021 RZB-—%
+=f=+-8 954,776 2,334 13,143 (843,844) 126,409
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32. STATEMENT OF FINANCIAL POSITION OF THE 32, ARQFEBBEMRRE
COMPANY
2021 2020
—BZ—F —T-THF
RMB’'000 RMB'000
ARET T ARET T
Non-current assets kRBEE
Investment in a subsidiary R—RENBAR KA 30,224 =
Amounts due from subsidiaries JE W Bt /&8 A R SRR 127,561 108,906
157,785 108,906
Current assets REBEE
Deposits and prepayments e LM RIE 270 581
Bank balances RITEE AR 194 38
464 619
Current liabilities REEE
Amount due to ultimate holding company  J& i & 442 I A 5] 38 5,929 3,769
Other payables and accruals Hib et B R ET & A 3,163 5,846
9,092 9,615
Net current liabilities REBEEFE (8,628) (8,996)
Total assets less current liabilities BWEERARBARG 149,157 99,910
Capital and reserves EXKfEE
Share capital 1% 7 22,748 17,624
Reserves =] 126,409 82,286
TOTAL EQUITY XA 149,157 99,910

EEgRN T F=ZA=-+=8i#
AERRET AT BER K I
RUTATRAEES:

The Company's statement of financial position was
approved and authorised for issue by the board of directors
on 22 March 2022 and are signed on its behalf by:

Wang Guangyuan Zhang Hebin
ERE R
DIRECTOR DIRECTOR
EF EE
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#HE=

33.

34.

35.

2+ -A=+—RHLFE

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure the entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balances. The Group's
overall strategy remains unchanged from prior years.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising issued
share capital, reserves and accumulated losses.

The management of the Group reviews the capital structure
periodically. The Group considers the cost of capital and the
risks associated with the capital, and will balance its overall
capital structure through payment of dividends, issuance of
new shares and share buy-backs as well as the raising of
new debts, if required.

CAPITAL COMMITMENTS
The Group's capital commitments at the end of the
reporting period are as follows:

33.

34.

ETEMmER

AEEEEEEN NERAEER
EERENFELE AKTEBRE
taEEERNTEMARRFRER
PR AEENERRKERESF
EREIEE

AEENEARBEEARREARA
EERE(BRERTRA REHER
REtEE) -

AEEEEEETHRITEARE-
AEBEBERNKARENERERR -
I #%37 E K A BB BITH R M B
BOARBEFEGFOARBELSG
BURMER) -

BAEE
AEERBEMRERNAEWT

2021 2020
—E-—F —ZEZFF
RMB’000 RMB'000
AR T ARBTT
Capital expenditure in respect of HTIEETHERREE
the followings contracted Sk P B EN E A
for but not provided in the consolidated
financial statements:
Acquisition of property, WEME BE K& H
plant and equipment - 840
Acquisition of intangible assets WERTEE 1,750 1,750
Development of wine estate and ERAENRBE
wine cellar 3,600 3,600
5,350 6,190
RETIREMENT BENEFITS PLANS 35. RBRIKEFE

The Group operates a Mandatory Provident Fund scheme
for all qualifying employees in Hong Kong. The Group
contributes certain percentage of relevant payroll costs to
the Mandatory Provident Fund scheme, which contribution
is matched by employees.

Forfeited contribution can be used to reduce future
contribution of the Group. There was no utilisation of
forfeited contribution during 2021 and as at 31 December
2021, there is no forfeited contribution receivable for
reduction of future contribution.

HERE R EEMARAT | ZB 2 AEER

AEEREEMAREREERRR
HiErEEE - ARERAERET S
FXAS ) — 5E Eb B 17 9% Il 1 A R & 58
HR R RER ST -

R E R AT BRI D N E B R KA
HE- R T —FWEEFHH R M
FEHEZE-_—F+=-A=+—8"
I 4 JE WUR WA SRR FE R A R BR AR 3K o
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35. RETIREMENT BENEFITS PLANS - continued 35. RBRIKEFE-&E
The employees of the Company’'s subsidiaries established ARABEFRBIKZHOHERFNES
in the PRC are members of state-managed retirement RRBEHRTELNBEREENRAKE
benefit schemes operated by the PRC government. These FrEMKE - ZENBARIAK —F
subsidiaries are required to contribute certain percentage LE I TE KA [ R R R EI AR -
of payroll costs to the retirement benefits schemes to fund REBEGRARBENFEOE—BER
the benefits. The only obligation of the Group with respect TER B EH R -
to the retirement benefit schemes is to make the specific
contributions.
The Group made contributions to the retirement benefits REBERKBHFENERIABAR
schemes of RMB3,763,000 (2020: RMB1,765,000). #3,763,000L (ZZE_ZFF: AR¥

1,765,0007T) °

36. RELATED PARTY TRANSACTIONS 36. BEFRS

COMPENSATION OF KEY MANAGEMENT PERSONNEL FEEE ABSFHMH

The remuneration of directors and other members of key
management during the year was as follows:

FRNEERHEMTIEERAENFH
M

2021 2020

—E-—F —ZEZFEF

RMB’'000 RMB'000

ARE TR ARBTT

Short-term benefits SRR 5,395 4,477

Post-employment benefits B2 A 225 146
Equity-settled share-based payments AR EE I AN A

E AT 1,400 -

7,020 4,623

The remuneration of directors and key executives is
determined by the board of directors of the Company (upon
the recommendation of the remuneration committee) having
regard to the performance of individuals and market trends.

BRI R AW | R AEER

EENREBTRAEBNFMIAAR
AEEE (EFMZBEEEZA TR
SE@EPALNERRARTEBEETE -
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37. PARTICULARS OF SUBSIDIARIES OF THE 37. AQTRMBRAAFE
COMPANY
Particulars of the Company's subsidiaries as at 31 December AR BRARAR_ZE-_—F+=A
2021 are as follows: =+ —HRFBEINET
Percentage
Issued and paid-up of the ownership
Name Place of incorporation capital interest/voting power Principal activities
hEEEER/
£ EMK LY BERTRARRE RERSL TEED
Direct Indirect
Ef 1%
Fullest Power Investments Limited The BVI US$100,000 100% - Investment holding
2 EREARAT EERUES 100,000% 7T REER
Rich Treasure Link Limited Hong Kong HK$10,000 - 100% Investment holding
BERERAR BA 10,000% 7T and provision of

administrative services

REBRERHTHRS

Topping Future Limited Hong Kong HK$100 - 100% Investment holding
KEERRA Bk 10087 REER
Shine Wealth Hong Kong Group Limited Hong Kong HK$10,000 - 100% Investment holding
REFEEBERLA BiF 10,000/ 7 RERMR
Tonghua Tongtian Winery Co., Ltd. (note 1) The PRC RMB87,110,000 - 100% Manufacturing and
BAREEBERAG (K1) i AK#87110,0007 sale of wine products
and processing of
grape juice
HERHEEEEERR
NIgET
Ji An Yaluo Wine Estate Co., Ltd. (note 1) The PRC HK$40,000,000 - 100% Manufacturing and
ERRBBERRAA (M) A 40,000,000% 7T sale of wine products
and processing of
grape juice
HERHEREEERR
mIFE
Tonghua Tontine Green Agriculture The PRC HK$28,000,000 - 100% Grapes plantation
Development Co., Ltd. note 1) i 28,000,000% 7T ELEE
BBRGEREEXERERAA (M)
Tonghua Tontine Trading Co., Ltd. (note 1) The PRC HK$40,000,000 - 100% Wholesales and retail of
BIEBREEBRAR (M) HE 40,000,000 7 wine products
RERTEFEBER
Yantai Baiyanghe Winery Co., Ltd. The PRC RMB4,949,960 - 60% Manufacturing and
("Yantai Baiyanghe”) (note 2) H ARH4,949,9607T sale of wine products
EapEaBEAREALR and processing of
(TEap#A]) (Mi2) grape juice
HERHEREEERR
mIFE
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HE-ZTZ

37.

PARTICULARS OF SUBSIDIARIES OF THE

COMPANY - continued

Issued and paid-up

RKABMBRAAFE &

Percentage
of the ownership

Name Place of incorporation capital interest/voting power Principal activities
EEERES/
£ AR L b BRTRARKRAE SEAAL TEED
Direct Indirect
E# B
Sino Trend International Limited Hong Kong HK$1 100% - Investment holding
HEIERERAR BB 17T REER
Tonghua Sino Bao Industrial Ltd. (Note 2) The PRC RMB20,000,000 - 100% Investment holding
BUREEEERAA (ME2) e AR %20,000,0007 RARR
Tonghua City Hong Shuo Industrial Limited (Note 2)  The PRC RMBA405,063,300 - 95% Ginseng plantation
BUTEREEERAR (Wi2) i AR %405,063,3007 BEAZ
Tongtian Digital Chain Jilin Technology Limited The PRC RMB10,000,000 - 67% Selling food and beverages
(Note 2) A AR %10,000,0007 through online platform
BREFEEMMRERAR (F:2) MRERBRERMRAE
Tongtian Sauce Wine (Shenzhen) Limited (Note 2) ~ The PRC RMB5,000,000 - 51% Provision of professional
BRER (RINERDA (Frzk2) H AR 5,000,0007C design, marketing planning
and domestic trading agency
services
RESZRH THEHEREAR
B HHRERE
Tongtian Estate Investment (Shenzhen) The PRC RMB80,000,000 - 100% Investment, provision of
Group Limited (Note 2) & AR ¥80,000,0007T financing consultancy
BREERE (R EBER AR (M) service, provision of
corporate management
consultancy service
RE RERBELARE
RECZERAARE
Notes Mt
1 These companies are wholly-foreign owned enterprises established 1 ZERNRABEFEKIMINGEE
in the PRC. ¥
2 The Company is a sino-foreign owned enterprise established in the 2 BZARREFRBRRIMFINEGERE
PRC.
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37. PARTICULARS OF SUBSIDIARIES OF THE 37
COMPANY - continued
The following table shows information of the subsidiary that
has non-controlling interests (“NCI"”) material to the Group.
The summarised financial information represents amounts
before inter-company eliminations.

RKABMBRARAFE &

TRITHEEHAEEMSBEEALZ
RS ([JFERER]) 2B
R AE R P 2 B 7% B R 8 A A
MR 28

Name Yantai Baiyanghe
=L EaBEm
2021 2020
—E-—F —T-THF
Principal place of business/country of incorporation The PRC The PRC
TELEWS ERKIER FE A
% of ownership interests/voting rights held by NCI 40% 40%
FTBEREWERS %,/ FE IR IR M 25 P 3 1 224 40% 40%
RMB’000 RMB'000
ARE TR ARETFT
At 31 December: R+=—A=+—8:
Non-current assets ERBEE 37,504 40,718
Current assets mBEE 176,855 159,336
Current liabilities REBAE (5,630) (6,191)
Net assets BEFRE 208,729 193,863
Accumulated NCI Rt RE RS 83,491 77,545
Year ended 31 December: BE+-—B=+—HLFE:
Revenue & 63,013 42,556
Profit/(loss) wmAL (E1R) 14,865 (15,562)
Total comprehensive income/(expense) 2ERE(FAX) B 14,865 (15,562)
Profit/(loss) allocated to NCI DRETIFERERZ
wmA (EE) 5,946 (6,225)
Dividends paid to NCI XA T IEERER 2R - =
Net cash inflow/(outflow) KEEHNIR S
from operating activities A CRi) 8 13,900 (76,220)
Net cash inflow from investing activities R&EEBHIR SR AFEE 29 86
Net increase/(decrease) in cash and ReERBELEEWE™M
cash equivalents CRA) F5 13,929 (76,134)
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38. RECONCILIATION OF LIABILITIES ARISING FROM 38. RIETHELANEGZHE

FINANCING ACTIVITIES

The table below details changes in the Group's liabilities TRHAMAEEREETHEENARG
arising from financing activities, including both cash and 2EH AELRERFREDH F
non-cash changes. Liabilities arising from financing activities EEHEENEGEARSRED LK
are those for which cash flows were, or the future cash ARREREBDEATEEREE
flows will be, classified in the Group's consolidated cash FHSAEERENARG-

flows from financing activities.

Total

Amount  Amount due liabilities

due to non-  to ultimate from

Convertible  controlling holding Bank Lease financing
bonds  shareholder company borrowing liabilities activities
BEED

EAEER BARKER EEN

TR ES RRAE REHE RITEE BEAR ARAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTE ARBTT  ARETRT ARETR AREBTR ARETE

At 1 January 2020 R-E-Z—f—-H - - - 40,000 975 40,975
Addition of leases HERE - - - - 4,329 4,329
Financing cash flows REFHETE - - 3,769 (40,963) (2,218) (39,412)
Finance costs incurred during the year FRELZBERA - - - 963 82 1,045
At 31 December 2020 R-B-Z2fF
+-A=+-H - - 3,769 - 3,168 6,937
Financing cash flows BRERERE 32,197 16 2,160 - (1,744) 32,629
Non-cash changes FREE
- Acquisition of subsidiaries — R EAR - 1,073 - - - 1,073
- Change in fair value of convertible bonds —ARRE %E’]
RTEED 724 - - - - 724
- Convertible bonds converted —BRTRRES (32,278) - - - - (32,278)
- Foreign exchange gain —HNE Wi (643) - - - - (643)
- Finance costs incurred during the year - FREEZBEKAE - - - - 156 156
At 31 December 2021 RZZE-—%
+-A=+-H - 1,089 5,929 - 1,580 8,598
39. APPROVAL OF CONSOLIDATED FINANCIAL 39. REMEBERRZME
STATEMENTS
The consolidated financial statements were approved and REMBBREREESEEN T
authorised for issue by the board of directors on 22 March ZAZt+ B ERRERM-
2022.
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