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ANNOUNCEMENT OF INTERIM RESULTS FOR THE
SIX MONTHS ENDED 30 JUNE 2023
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FINANCIAL HIGHLIGHTS
MBERE

Revenue increased by approximately 11.9% to approximately RMB75,671,000 (2022
corresponding period: approximately RMB67,651,000).

Wt b FH#I11.9% 24 N R ¥75,671,00000 ( —F — —[AH : £ AR %67,651,0007T) °

Gross profit of approximately RMB23,138,000 (2022 corresponding period: gross profit of
approximately RMB23,259,000). ‘ B
BHA A RH23,138,0007C ( —F = AR BAA A RH23,259,0007T)

Loss and total comprehensive expense for the period attributable to owners of the
Company and non-controlling interests amounted to approximately RMB1,619,000 (2022
corresponding period: profit and total comprehensive income for the period attributable to
owners of the Company and non-controlling interests of approximately RMB4,474,000).
AN AR N R 1SR i B A 300 IR0 s 4R % 4 T B SC ARV 7 29 N R 1,619,000 T
(28— AR AR AT N S I 2 PR i R A 900 g s ) S A T 2 A 2 A
AR H4,474,00078) ©

Basic and diluted loss per share were RMBO0.17 cents (2022 corresponding period: basic
and diluted earnings per share was RMBO0.01 cents).
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CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS AND OTHER COMPREHENSIVE

HHGEEEREMEE KSR

INCOME
For the six months ended 30 June 2023 #HEZE T SAFENH A HIEAA
Six months ended 30 June
BZ<A=1+HLXEA
2023 2022
Notes RMB’000 RMB 000
Mt it AR¥EFTT A RIFTIT
(Unaudited) (Unaudited)
(REER) (REH#AZ)
Revenue I 4 4 75,671 67,651
Cost of sales i AR (52,533) (44,392)
Gross profit SEl 23,138 23,259
Other income, gains and losses HoAtlle A~ Ui 25 K s 8 126 23
Selling and distribution expenses BB R A B BH (16,608) (5,151)
Administrative and other operating expenses A7 B e FoAth #6875 B S (14,444) (18,510)
Change in fair value of biological assets VBN T HEE) 6,223 4916
Finance costs il AR (54) (63)
(Loss) profit before tax FRBLRT (548 % R (1,619) 4,474
Income tax expense ST A B S 5 - -
(Loss) profit and total comprehensive (expense) WA (R 18) %5 R &
income for the period ATE (BHSZ) i f3 AE AR 6 (1,619) 4,474
(Loss) profit and total comprehensive (expense) JEAS A A (48 U 1 &%
income for the period attributable to: AT (B3 i AR
Owners of the Company EN/NEIE: =N (5,119) 407
Non-controlling interests IE ¥E L HE 25 3,500 4,067
(1,619) 4474
(Loss) earnings per share g (fE18) & A 8
Basic (RMB cent) FAR (AR W) 0.17) 0.01
Diluted (RMB cent) W (AR HS) 0.17) 0.01




CONDENSED CONSOLIDATED STATEMENT OF

EHAE S P HRR R

FINANCIAL POSITION
At 30 June 2023 RN A = H
30 June 2023 31 December 2022
—EB-= . S
AA=+H +ZH=+—H
Notes RMB’000 RMB’000
Bt it ARMFIT AR¥TT
(Unaudited) (Audited)
(REEX) ()
Non-current assets FREBEE
Property, plant and equipment EN &L 134,485 141,228
Right-of-use assets i R 35,598 36,986
Biological assets M) G 51,397 43,703
Prepayments TS RIH 10 1,600 1,600
223,080 223,517
Current assets REBEE
Inventories #8 170,029 170,332
Trade receivables B 5 ME R 3k 9 106,478 132,485
Other receivable, deposits and prepayments Ho A OO ~ e K
TEAT A 10 4,331 4,296
Current tax recoverable B389 AT )i =] A IR 5,551 5,551
Bank and cash balances SRAT M B A 4 107,896 70,893
394,285 383,557
Current liabilities REEE
Trade payables G 5 MEATHR 3K 11 7,366 2,221
Other payables and accruals LA JRE AT R I R T 25,254 19,972
Amount due to ultimate holding company JRE AR 5 45 422 e 24 ) K I 7,845 6,301
Amount due to non-controlling shareholder JREAST I 2 1 Pt Ak T 94 -
Lease liabilities LS £ A 586 754
Current tax liabilities R0 2 A 9,961 9,961
51,106 39,209
Net current assets REBEEFRE 343,179 344,348
Total assets less current liabilities HEERARBER 566,259 567,865
Non-current liabilities FRBEE
Lease liabilities HEE MR 172 159
NET ASSETS EEFHE 566,087 567,706
Capital and reserves EXK G
Share capital A 25,216 25,216
Reserves Tt i 453,299 458,418
Equity attributable to owners of the Company AN B A HE 25 478,515 483,634
Non-controlling interests IE 72 e HE 2 87,572 84,072
TOTAL EQUITY i 566,087 567,706




BASIS OF PREPARATION

The unaudited condensed consolidated interim financial statements
(“Interim Financial Statement”) have been prepared in accordance with
Hong Kong Accounting Standard 34 “Interim Financial Reporting”
(“HKAS 34”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and the applicable disclosures requirements
sets out in Appendix 16 of the Rules Governing the Listing of Securities

on The Stock Exchange of Hong Kong Limited (the “Listing Rules™).

The Interim Financial Statements do not included all the information and
disclosures required in a full set of financial statements, and should be read
in conjunction with the Group’s annual consolidated financial statements
for the year ended 31 December 2022 (“2022 Annual Report”). The
accounting policies and methods of computation used in the preparation
of the Interim Financial Statements are consistent with those used in 2022

Annual Report.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current period, the Group has adopted all the new and revised
HKFRSs issued by the HKICPA that are relevant to its operations and
effective for its accounting year beginning on 1 January 2023. 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 accounting policies, presentation of the Group’s consolidated
financial statements and amounts reported for the current period and prior

years.

The Group has not applied the new HKFRSs that have been issued but
are not yet effective. The Group has already commenced an assessment
of the impact of these new HKFRSs but is not yet in a position to state
whether these new HKFRSs would have a material impact on its results of

operations and financial position.

REVENUE

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 90 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.

_4-

X

AR RE A W & P I B R (1P
MHmRE] CRIEFE ML E ([F
g w2 B ] ) MM Y A R AR
345E [P 30 RS R i) (17 o & wh HE R SR
3458 1) LA R A U T 5 22 5 BT A B Rl 2
LR (T ki AL ) B o A
¢ e KL T A 4

F 1 B R 3R S A LA 5 B S R ML E
ZEWER LW, Al E T
T A= B IR EA AR A A
R ([ B AREWR]) — B -
i 5 303 B B AR T R T A UK Bt
BT A T AR T A 2

FEAMIREEIEEMBREE
A

T A ST - A SR T BR A b 7 s A
oA HL LA B B S A B B AE R %
TEFE A HBIR 2 G R R BT
A AT B KEAE W A s P R T
SV 5 o Y ) A s A RO YR T (T A
WIS R ) B g R ER ([ &
GAtHER L) 5 e R o PR AL AR R I AE
16T A o PO ot S > AR B T 2
AHECHE S AR BAR S MBS Rk 2 R LA &
7 [H] B DA 4F B e i ot SR o B EE K B
-

S T 1 A 2 A L 0 R A 28 2 T T
A s P i B o AR SR A L B A R A U
S AT A v S R I 2 R fE G R
TR A % SRR R A A VS O O B T
R S A R S IR DURE O

iy 2

A T A O 1 L G O o AE
sl 19 P22 T RE L B (R S 2T TR R 2
) o HMEIE R] RERE B T R E A R
JBAT AR R & P I i 1Y 45 85 BT A
I - e 1 o

] % 5 A 2 8 — A A F30H 290 H
ZEEM M T A A e T
f5F #  BOP 2 A IR LA B 45 A o Ell iR &
fERe & H BT

JRE SRR TR 1] %5 5 28 A 5 i IR e s - PR 4
R — 2 BR A - A 3K 2 1) 400 i A4 2 IR ] 1) 9
AT SO CARD R 2 SR



4.

SEGMENT INFORMATION 4. DEEH
The following is an analysis of the Group’s revenue and results by DLTR 2 7 4 [ TT B % SR8 o TR M
reportable and operating segments. EZ T
North- South- South-
East Northern Eastern Central West
Region Region Region Region Region Total
REHE EhE ERUME TEBE BELE ait
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ANRBTLE  ARETLZ ARETLZ ARETL ARETT ARETL
For the six months ended 30 June 2023 ~ BZ-Z-ZF£XA=t+H
(Unaudited) EA~EA (REER)
Segment revenue from external customers € H SN & 19 A Bl &5 7,714 4421 28,746 17,731 17,059 75,671
Segment profit MBI 1,59 662 7,354 5122 5,157 19,389
For the six months ended 30 June 2022~ BZ-ZF-_FXF=1AH
(Unaudited) EA~EA (REER)
Segment revenue from external customers 4 H SN & 19 - Bl &5 9,569 11,553 19,874 14,515 12,140 67,651
Segment profit g tiagl 2,391 3,735 5511 3,907 3334 18,878
No reconciliation of reportable and operating segment revenue is provided TR R K SR AR D R AR
as the total revenue for reportable and operating segments is the same as B WAL A+ SN A 4R AT 2 R R R A BT
Group’s revenue. Wiz A IR -
Six months ended 30 June
BEXNA=THLAKEA
2023 2022
RMB’000 RMB’000
ARMFT AR#FoC
(Unaudited) (Unaudited)
(REER) (REFEZ)
Profit = Rl
Total profit of reportable segments AR 4 R 2 s R AR 19,889 18,878
Unallocated amounts: & 43 i 4
Change in fair value of biological assets AW EE AT EEE) 6,223 4,916
Finance costs il g A (54) (63)
Other corporate income HoAth £ Z U A 191 129
Other corporate expenses and losses HoAth A 25 KR (27,868) (19,386)
Consolidated (loss) profit for the period WS (ER) & A (1,619) 4,474




The following is an analysis of the Group’s assets and liabilities by DL 70 A5 [ v 52 3 B AR 4 43 Y 7

reportable and operating segments: AT
North-East Northern Eastern South-Central ~ South-West
Region Region Region Region Region Total
REHBE ELHE ERME TELE BEYE ait

RMB'OOO  RMB'OOO  RMB'00O ~ RMBOOO  RMBO00  RMB'000
ARETE ARKETT ARKTT ARETT ARKETT ARETT

As at 30 June 2023 (Unaudited) RZBZ=§XA=+H
(REER)
Segment assets NEERE 11,985 6,058 38,789 25,828 23818 106,478
Segment liabilities AR 745 7 2,776 1,713 1,648 7,309
As at 31 December 2022 (Audited) R-ZE-Z#+-A=+-H
(BER)
Segment asscts MERE 0111 9437 “213 33,099 3,61 132,681
Segment liabilities MEAE 817 633 1267 1,165 795 4677
At 30 June At 31 December
2023 2022
R-ZEE—-= -
AA=+B +ZH=+—H
RMB’000 RMB’000
ARMFIT A RWET T
(Unaudited) (Audited)
(REEX) ()
Assets EE
Total assets of reportable segments AR AR 106,478 132,681
Unallocated amounts: & 43 i 4
Property, plant and equipment W~ W B st 134,485 141,228
Right-of-use assets i JHRE & 35,598 36,986
Biological assets A B 51,397 43,703
Inventories *#& 170,029 170,332
Other receivables, deposits and prepayments HC A JRE SRR I~ e 4 B TR R 5,931 5,700
Current tax recoverable B 449 mT i [m] A5 TR 5,551 5,551
Bank and cash balances PRAT R B 4 4 107,896 70,893
Consolidated total assets AR A 617,365 607,074
Liabilities afE
Total liabilities of reportable segments A o A B AR 7,309 4,677
Unallocated amounts: Ko Be 4 %A
Trade payables 2 5 BEAT IR 7,366 2,221
Other payables and accruals A A R K R 17,945 15,295
Amount due to ultimate holding company JEAST Jpe #8428 IR 4 ] K I 7,845 6,301
Amount due to non-controlling shareholder JREART I 422 1 Hie R 3k I 94 -
Lease liabilities 5 £ A 758 913
Current tax liabilities R 075 76 £ ] 9,961 9,961
Consolidated total liabilities fRa B A 51,278 39,368




Revenue from major products

The following is an analysis of the Group’s revenue from its major

TEEMELEZBWA
DR 2 A5 ) 2 9 2 i 2 A 2 WA A3 AT o

products.
Six months ended 30 June
HEANA=t+HLXEAR
2023 2022
—E-= e
RMB’000 RMB’000
AREFT AR ¥F e
(Unaudited) (Unaudited)
(REEXR) (REH)
Sweet wines ik kR 23,048 22,566
Dry wines tig, 4] 48] 1T 39,078 34,957
Brandy 1 B b 8,013 3,275
Others HoAth 5,532 6,853
75,671 67,651

Timing of revenue recognition

Wy 35 FE PR B R

Six months ended 30 June

BEANA=ZTHLAEA

2023 2022
—EB-= -
RMB’000 RMB 000
AR¥FTT N R T
(Unaudited) (Unaudited)
(REER) (REEFHER)
At a point in time AR E IR H] 75,671 67,651
INCOME TAX EXPENSE e

No provision for taxation in Hong Kong has been made as the Group did
not have any assessable profit arising from Hong Kong during the six
months ended 30 June 2023 and 2022.

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%.

No provision for PRC Enterprise Income Tax has been made as the Group
did not have assessable profit subject to PRC Enterprise Income Tax during
the six months ended 30 June 2023 and 2022.

PEREZEF =R EHEANA =T
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6. LOSS FOR THE PERIOD 6. HAEE
The Group’s loss for the period is stated after charging the following: AR EE [ T A HE T A8 FI R DA S THAR B0

Six months ended 30 June

BEANA=ZTHLEAEA

2023 2022
RMB’000 RMB 000
ARMFT AR BT
(Unaudited) (Unaudited)
(REER) (REEHFZ)
Cost of inventories sold CERFERA 42,654 36,318
(Reversal) provision of loss allowance for (FE W) 5142 2 5 B 3 18
trade receivables 8 i (2,453) 2,943
Depreciation of property, plant and equipment ERY: N &L R 7,745 6,776
Depreciation of right-of-use assets fdf P E & E BT 85 2,181 2,268
Less: amounts included in property, W R BE A
plant and equipment Y 4% (648) (726)
1,533 1,542
7. DIVIDENDS 7. RE
No dividend was paid or proposed for ordinary shareholders of the MBE -FE - =F R _F__FANA=T
Company during the six months ended 30 June 2023 and 2022, nor has any H kSR T A Stz 0 25 74 2 ) 5 2 i i R
dividend been proposed since the end of the reporting period. YR AT B A o IR AT A 0T S - HL B S B A

5 RAR I 0 A IR A T B,

8. (LOSS) EARNINGS PER SHARE 8. EBRER (FHE)

Six months ended 30 June

BEANA=THLAEA

(Loss) Earnings (1| ER 2023 2022
—E-=F e S
RMB’000 RMB’000

ARETFTT ARBET T

(Loss) earnings for the purpose of calculating FA DA O A S il

basic and diluted (loss) earnings per share (1) BAl 2z () 25 (5,119) 407
Number of Share BHEE 30 June 2023 30 June 2022
ANA=+H ANH=1H

000 000

FiR T

Weighted average number of ordinary shares FCAsH R I S A K i (s 1R
for the purpose of basic and diluted (loss) TR 2 8 8 B InREST- 2 9
earnings per share 3,015,618 2,849,872




TRADE RECEIVABLES 9. EZEUWERN
The Group allows a credit period of 30 to 90 days to its trade customers AL T HE 5% F 30890 KM M5 B -
except for the new customers which payment is made when wine products BT % 5 RI) 28 A 7 A 09 38 B IREASE R o i ik
are delivered. The following is the ageing analysis of trade receivables net R B 5 H A 2509 2 5 BN (41
of impairment loss allowance presented based on the invoice date at the I3 Dok (L s FEL AR ) 1 RS A T o
end of the reporting period.
At 30 June At 31 December
2023 2022
R=-T== e ——-
ANRA=+tHA +ZH=+—H
RMB’000 RMB’ 000
AREFT AR T IT
(Unaudited) (Audited)
(REEX) (%)
0 - 90 days 0%90F 54,946 40,699
91 — 180 days 91% 180K 25418 32,365
181 - 365 days 181%365K 26,113 59,421
106,478 132,485
Reconciliation of loss allowance for trade receivables: B 7 JRE IR K 1 Jies 18 1 A A
RMB’ 000
AR BT
Balance at 1 January 2023 (Audited) A TE O EZE—H— HMAERR () 6,583
Net decrease in loss allowance for the period 07 T e 48 B AR D (2,453)
Balance at 30 June 2023 (Unaudited) A TE T ZENAH =T HAERR (CREEER) 4,130




10. OTHER RECEIVABLES, DEPOSITS AND 10. HEtEWFIE RERANTE

PREPAYMENTS
At 30 June At 31 December
2023 2022
NR-E—-= ) —_e——
RA=+RH +ZH=+—H
RMB’000 RMB’000
AR¥FT ARWET T
(Unaudited) (Audited)
(RBER) (REHF)
Current BN A
Rental deposit T 269 287
Receivables for disposal of property, W R B R L K
plant and equipment and right-of use assets i IR T 7 2 I R I 1,900 1,900
Other tax receivables Al JRE A B T 1,588 1,784
Other deposits and prepayments HoAth A 4 Je TR AT 3KTE 574 325
4,331 4,296
Non-current FERNHA
Prepayments for intangible asset ST 1 TR A SRE 1,600 1,600
1,600 1,600
11. TRADE PAYABLES 11. BEZEMERMK
The following is the ageing analysis of trade payables presented based on AR IR R S A 25 1Y B 5 AT R
the invoice date at the end of the reporting period: A RS A an
At 30 June At 31 December
2023 2022
R=B-=F  ROF 4
RXB=t+H TZH=1+—H
RMB’000 RMB 000
AR¥FT A R For
(Unaudited) (Audited)
(RBER) (R
0 — 30 days 0F30K 3,311 238
31 - 60 days 31 260K - 220
61 — 90 days 61F90K 4,055 1,763
7,366 2,221
The average credit period on purchase of raw materials ranges from two to PR IE UM R 3545 S A T 2 =18 A
three months. o
The Group has financial risk management policies in place to ensure that A AL E ) BB T B A B SR - A T ifE
all payables are settled within the credit timeframe. PRI AT AR R 3 A8 A5 B R AEAST o
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

With the easing of epidemic control measures in the first half of 2023, China’s
economy started to recover. According to the National Bureau of Statistics,
in the first half of 2023, the total retail sales of consumer goods amounted
to approximately RMB22.76 trillion, representing a year-on-year increase of
8.2%. Specifically, retail sales of alcohol and tobacco was RMB264.1 billion,
representing a year-on-year increase of 8.6%'. This is undoubtedly a positive
signal and means that the consumption sentiment has recovered and the

purchasing power is gradually releasing.

However, despite the overall economic recovery in an orderly manner, the
domestic wine market failed to experience the expected explosive growth and
shrank instead. Wine production of above-set-scale enterprises in China was
66,000 kiloliters from January to June 2023, representing a year-on-year decrease
of 16.5%.> The impact of the pandemic on the market has not been dispersed
and the economic downward pressure in recent years resulted in more prudent

consumption.

In terms of imported wine, according to the data of General Administration of
Customs, the volume of imported wine in January to June 2023 decreased 29.8%
year-on-year, and the import amount declined by 18.4%.> Despite the relatively
narrower decrease in June, the overall imported wine market still showed a
bearish trend. The bottled wine import volume and amount of top ten importers
of bottled wine, except South Africa and New Zealand, declined and specifically,
France, Chile and Italy, the top three importers, recorded double-digit decreases.
The decrease in import was mainly attributable to the excess inventories and
the weak demand in the domestic demand due to the impact of the pandemic.
The rising storage fees in the dog days in summer and the hiking exchange rate
against Euro further increased the import costs, resulting in the distress situation

of the imported wine market.

With the consumption scenario yet to recover fully, people are exposed to the
impacts of the weakening demand for consumer discretionary under the slower
economic development. The de-stocking pressures from imported wine also
resulted in serious challenges to the domestic wine market during the Period

under Review.
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2 https://www.21jingji.com/article/20230724/herald/f7b5b652df3f06f8e78bc346786888f6.html
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FINANCIAL REVIEW

The wine industry remained at a low level in the past three years. The overall
sales of domestic wine declined in the first half of 2023 with excess inventories,
resulting in increasingly intensified price war. The Group’s results in the first half

unavoidably experienced decreases under the impacts of the general environment.

For the six months ended 30 June 2023 (the “Period under Review”), the
Group recorded a total revenue of RMB75,671,000, representing an increase of
approximately 11.9% as compared with the corresponding period of last year.
Among which, the sales revenue of sweet wine and dry wine accounted for
82.1% of the total revenue of the Group in aggregate during the Period under
Review. The sales revenue of brandy and other wine products (including ice wine,

Chinese liquor and ginseng wine) accounted for 17.9%.

Despite the significant year-on-year increase in the Group’s revenue during the
Period under Review, it has not recovered to the level before the pandemic. In
addition, the Group’s sale of some high-end wine products and gross margin
decreased due to weaker demand for domestic high end wine products amid the
slowing pace of economic growth in China. The gross profit of the Group during
the period decreased slightly to RMB23,138,000 year-on-year. The gross profit
margin declined by approximately 4 percentage points to 30.6% as compared

with the corresponding period of last year.

To enhance the recognition of its products and brand in the industry, the Group
participated in the Food and Drinks Fair, which was reinitiated after three years of
suspension, in the first half. The Group invested certain capitals and participated
in the display, publicity and promotion of products. The selling and distribution
expenses of the Group increased significantly year-on-year to RMB16,608,000

during the Period under Review.

Given the more complicated economic situation in China and out of prudent
consideration, the Group boosted efforts in the collection of account receivables
during the Period under Review and has successfully collected certain overdue
receivables. During the Period under Review, the Group reversed part of provision
of loss allowance for trade receivables of RMB2,453,000 made in previous years,
and the administrative and other operating expenses of the Group decreased by

approximately RMB4 million year-on-year.

For the period ended 30 June 2023, the Group recorded slight losses and total
comprehensive expense of RMB1,619,000.
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OPERATION REVIEW

The GDP of China reached RMB59,303.4 billion in January to June 2023,
representing a year-on-year increase of 5.5% at constant price levels and one

percentage point higher than the growth in the first quarter.*

According to the National Bureau of Statistics, commodity retail sales and
restaurant revenues resumed positive growth in December last year from the
negative growth in November. Market sales have maintained the trend of recovery
growth till May, but the growth declined remarkably. Resident consumption

turned to be prudent and more rational.

To seize the opportunities in the recovery of the domestic wine market, the
Group has boosted marketing and promotion efforts since the second half of last
year. During the first half year, in addition to investing resources and actively
participating in communications and promotion activities in the industry, the
Group also increased brand and product promotion on TV and online media to

further increase the recognition of products and brands.

During the Period under Review, the Group actively explored possible
cooperation with other enterprises and devoted itself to the development of
more featured and personalized products and customized products for corporate
customers to diversify product portfolios. Meanwhile, the Group was also
committed to the exploration of innovative sales platforms and means to improve

the market penetration of products.

Through Ark Times Health Industry Holdings (Shenzhen) Group Co., Ltd. (/7
P IREAC R 2 SE A (YN SR B FR/ZA F]) (“Ark Time”), a subsidiary with
51% interests established with Ji Yao Fang Zhou, the Group jointly developed
“Ark No. 17 and “Ark No. 2”7, two new products that supply herbal wine for
speciality, with Ji Yao Fang Zhou. The two new products have been under

development this year.

The Group jointly established Tontine Partner (Beijing) Wines Company Limited
(AR (db5) W2EAH PR A (“Tontine Partner”) with café chain Partner
Coffee, an up-and-coming player of office coffee chain, with 51% interests
held by the Group to operate pub chain project together with Partner Coffee
by leveraging its experience in developing the business model of online and
offline salons. Through such cooperation, the Group can seek to leverage the
comprehensive leisure, entertainment and social platform targeting the white-

collar community to strengthen product sales and brand building.

Consumers attach greater importance to health care in the post-pandemic era,
creating greater potentials for the sale of ginseng wine products developed by
the Group. The Group leveraged the regions of its product bases as the main
producing region for ginseng, fully displayed the raw material resources of its
ginseng farmland and deepened the R&D of ginseng wine categories to expand

such series of products.

4 https://www.gov.cn/zhuanti/2023zgjjbnb/index.htm

~13 -

e

20234F 167 B Y B A 2k e AR 2 A RS9
HE3,0341% 0 » $ A B S LA L3 R5.5% > L
— 7 J3E (1 15 0 i — {4 L o 4

W R st RBEE - 3 E£F 120 Wi %
HEMEKCHIAMNARREREER - 245
A T Ik SR TIT 3 6 4 7D SR HE AR T A 0 R )
B (EL IS W B ] o AT 2 ) ARCRN R
B o

T T SR B R T I E AR A
AR BE TR 2 AR B O 0 DK T 3 7 8 A A R Y
JIBE o J b AR SRR T AR BT A 2 B
AT 2 5L S 15 B Ak AR TR B S AR B
S 4 R A B o R RO R A R
ARG

AR T 7% 1] R O A R AR B A A 2 5 A 10 T
REPE > B0 BH 8% B 2 BT R €0 09 A 1AL E i LA
T 1 ) 4 36 50 5 B8 AL > MR EE AL
5 P[] 155 2000 B 0 AR 8 B ST 22 A0 T B R T
FE ity T 3578 5 -

A5 9 90 3 B 4E 25 07 K ST A5 1% I B 2 7] T 7 #
WRF A i 2 7 e B (VYD) R A BRA R ([
FHREAR) o B4R B Ty 3 L [R] BA B % A A 4 AL
W TS — 98] B T~ 9% ) o W 208 & ah B 7R
A4 BRAR TF Y -

A ] BEL = Ak ol ol 2 T 7 R ol o 2 B 3
] ST ph 46 R A5 1% MR 1) 48 KA 2 (b )
WEARAR (MEXMD])) > BEGE LE Y
HE 1Y 458 B 3 ] 725 268 28 /N VPG i T ) o 4 1 R
B U A SRR 1 9 SEAL B 2 KT
5 48 ~ 3L AR T2 > SR AL 8 B R R R o

TH 2 H R R PR WAy AR A
S T OT R A N 200 B TS R Y B 8 22
i o 45 1B R ) AR S AR T R R 3 s N 2 E
B S > T BN 2 [ 9 SRS BT > TR AL
NS0 SR - LAIR a2 i R 81 o



PRODUCT OUTPUT

For the six months ended 30 June 2023, the output of all categories of products
manufactured by the two production bases of the Group located in Tonghua, Jilin
Province and Baiyanghe, Shandong Province reached a total of 3,088 tonnes.
Among the total, the output of the Tonghua production base was 1,284 tonnes,
increased by nearly 33% year-on-year. The Tonghua production base experienced
no containment management under the pandemic last year during the Period
under Review, resulting in a significant increase in output. The output of the
Baiyanghe base reached 1,805 tonnes, representing an increase of approximately

30.5% as compared with the corresponding period of last year.

REGIONAL MARKET PERFORMANCE

During the Period under Review, the steady economic development, the mature
wine consumption culture and the relatively high per capita income of the
Eastern Region continued to support the wine consumption in the market. During
the Period under Review, the Group recorded a revenue of RMB28,746,000
in the Eastern Region market, representing a year-on-year increase of 44.6%
as compared with the corresponding period of last year and with the largest

proportion of 38.0% in the Group’s total revenue.

The revenue from the South-Central and South-West Regions recorded notable
increases year-on-year. The revenue from the two regions accounted for
approximately 46.0% of the total revenue of the Group in aggregate. The revenue
from the North-East and Northern Regions recorded significant decreases year-
on-year. The revenue from the two regions accounted for approximately 16.0% of

the total revenue of the Group in aggregate.

OPERATION ANALYSIS BY PRODUCT

DRY WINES

The Group’s sales revenue from dry wine products during the Period under
Review amounted to RMB39,078,000, representing a moderate increase year-on-
year and accounting for 51.6% of its total revenue. The gross profit margin of the

product was 32.4% during the Period under Review.

SWEET WINES

During the Period under Review, the Group’s sales revenue from sweet wine
products amounted to RMB23,048,000, accounting for 30.5% of its total revenue
with a gross profit margin of 19.8%.

BRANDY

During the Period under Review, the Group’s sales revenue from brandy
amounted to RMB8,013,000, accounting for 10.6% of its total revenue. The gross
profit margin of the product was 44.7%. The sales revenue and the gross profit
margin of the product improved remarkably as compared with the corresponding

period of last year.

_14 -

EmEWL

B F20234F6 330 H 1k 75 {6 A 1 M > 4 B A7 R
MR b B Ly 3 T T A AR A A L
13,0888 M 45 451 7 i HL Al AR A MY
51,8057 M [ EL 4% T 4133 % - 4 1k A= 2 ik
i TET BT ] Pl SR A B b A R N R
B WO AT R MR B AR T o 1 T AR E b 1Y
21,8057 MR > AT 2 AT [A] M 14 TN £930.5%

ME TS RE

(] J S0 [H] > 8 S ot Lo BB il ) 06 975 9 8 I AT 9
T8 28 304k AR S v A A > A A S P S
TIT 45 1 ) 2 G T 2 o A TR I A > 2 R [ T
AU B N R 528,746,0007G > Eb 25 4F [F] 101 4
1244.6% » i 4 B Bl A A L Bk > #38.0% -

rh R M Y R [ A i AR B IS A BB R S R -
TR AR Lo F) Wi A G A 4 B AR A #946.0% © TR
b K e b b I A e A B[R] G HE B K Y R
T 1R o 1 S A e A 42 T AR A #916.0% o

Em&E DM

RAEE

A A2 W] w4 2 R TR A B U A S
A R #39,078,0007T » [7] b 2 BLRL A B T 4k 44
e A BIS1.6% © w% 5 i ] 400 18] B B R o
32.4%

HEEE
o 90 ] » 4 S A 0 o 190 5 A

A EH523,048,0000C > 46 B0 A (1930.5% > B F| R
74519.8% o

A it

[ G 309 [] > A 4 8] P T Y E AN B B U A B
A B H8,013,0007G > 15 #2U A f910.6% < #% FE &
BhASB AR B44.7% o T8 THE B AT B
R 2R H 5 A ) 300 WA AR T



OTHER PRODUCTS

The Group’s other wine products include the newly launched ginseng wine
products with healthcare benefits independently developed, high-end ice wines
and Chinese liquor (Yaaru Liquor (H£Z%[7) ). During the Period under Review,
the sales revenue of other products amounted to RMBS5,532,000, accounting for
7.3% of its total revenue. The gross profit margin of other products was 42.4%

during the Period under Review.

BUSINESS PROSPECTS

The Food and Drinks Fair, a great event in the wine industry, was reinitiated
in the first half after three years of suspension due to the pandemic. Wine
enterprises vigorously participated in the event. The participants received good
responses. Enterprises from all links of the wine industry at the event generally
believed that the market atmosphere in the second half of 2023 will be better than
the first half. In spite of the long-tail effect of the pandemic, it is expected that

relevant negative effects will withdraw in the second half.

Wine is not only a consumer good in the catering industry but also has social
interaction nature. The Z generation and female consumers have gradually
become major terminal customer groups of wine in recent years. To satisfy the
demand and consumption experience of such groups, the Group will continue to
extend the product line of personalized and customized wine. On the other hand,
the Group will deepen the cooperation with online sales platforms and boost the
interactions with terminal consumer groups to expand the market coverage of all

categories of products.

The domestic and overseas economic environment is still full of changes and
the geographical politics are increasingly tense. The intricate and complicated
international relations and the global inflation pressures bring uncertainties to the
trend of the overall market. The Group is required to strengthen the management
and control of operational risks and maintain prudent financial management to

allow the Group to respond to market changes in a timely manner.
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FINANCIAL MANAGEMENT AND TREASURY
POLICY

The Group’s revenues, expenses, assets and liabilities were substantially
denominated in Renminbi (“RMB”). Accordingly, there has been no significant

exposure to foreign exchange fluctuation.

In view of the minimal foreign currency exchange risk, the Directors will closely
monitor the foreign currency movement instead of entering into any foreign

exchange hedge arrangement.

The Group will continue to pursue a prudent treasury management policy and is
in a good and healthy liquidity position with sufficient cash to cope with daily

operations and future development needs for capital.

With strong cash and bank balances, the Group is in a net cash position and is

thus exposed to minimal financial risk on interest rate fluctuation.

Interim Dividend

The Board does not recommend the payment of any interim dividend for the six

months ended 30 June 2023 (2022 corresponding period: nil).

LIQUIDITY AND FINANCIAL RESOURCES

During the period under review, the Group’s working capital was healthy and
positive and we financed the Group’s operation with internal cash flows generated
from operations and the issue of convertible bonds. As at 30 June 2023, the
Group’s cash and cash equivalents were substantially denominated in RMB and
amounted to approximately RMB107,896,000. The Group has sufficient financial
resources and a positive cash position to satisfy the working capital requirements

of its business development, operations and capital expenditures.
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Capital commitments and charges on assets

The Group made capital expenditure commitments of approximately
RMB4,050,000 contracted but not provided for in the condensed consolidated
financial statements as at 30 June 2023. These commitments were required

mainly to support the Group’s production capacity expansion.

As at 30 June 2023, none of the Group’s assets was pledged.

Employment and remuneration policy

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 the PRC. Employees
are encouraged to enrol 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. A share
option scheme has also been adopted with a primary purpose of motivating our
employees to optimize their contributions to the Group and to reward them for

their performance and dedication.

As at 30 June 2023, the Group employed a work force of 256 in Hong Kong
and in the PRC (31 December 2022: 263). The total salaries and related
costs (including Directors’ fee) for the Period amounted to approximately
RMBS,587,000 (2022 corresponding period: RMB8,296,000).

Share Option Scheme

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 of Hong Kong Limited (the “Listing Rules” and the “Stock Exchange”

respectively).
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During the Period, under the 2019 Share Option Scheme, all 200,000,000 share
options granted on 21 September 2021 were exercised on 30 May 2022 and
no share options were granted, outstanding, cancelled or lapsed during the six
months ended 30 June 2023.

The Company adopted a new 2023 share option scheme on 16 June 2023.

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 Period.

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 of conduct for directors’ securities transactions. All
Directors, after specific enquiries by the Company, confirmed their compliance

with the required standards set out in the Model Code throughout the Period.

CORPORATE GOVERNANCE

Throughout the Period, the Company had applied the principles in the Corporate
Governance Code (the “CG Code”) contained in Appendix 14 to the Listing
Rules and complied with the code provisions and certain recommended best
practices set out in the CG Code, save for the deviation from code provision A.2.1
of the CG Code, which states that the roles of chairman and the chief executive
officer (“CEQ”) should be segregated and should not be performed by the same
individual. Mr. Wang Guangyuan (“Mr. Wang”) is responsible for the overall
business strategy and development and management of the Group. The Board
considers Mr. Wang, 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 CEO of the

Company notwithstanding the deviation.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management the accounting
principles and practices adopted by the Company and discussed auditing,
risk management and internal control systems and financial reporting matters
including the review of the unaudited interim results and interim report of the

Company for the six months ended 30 June 2023.
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PUBLICATION OF ANNUAL RESULTS ON THE
WEBSITES OF THE COMPANY AND OF THE
STOCK EXCHANGE

This interim results announcement is published on the websites of
the Stock Exchange (http://www.hkex.com.hk) and the Company
(http://www.tontine-wines.com.hk). The interim report for the Period containing
all the information required by the Listing Rules will be despatched to

shareholders of the Company and available on the same websites in due course.
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This document is prepared in both English and Chinese. In the event of
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text.
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