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FINANCIAL HIGHLIGHTS
MBERE

. Revenue increased by approximately 29.4% to approximately RMB189,139,000 (2022:
approximately RMB146,118,000).
e 4 b T #929.4% 2 #) N R H189,139,0007C (% — "4 #) AR 146,118,000
Jo) e

. Gross profit of approximately RMB28,149,000 (2022: gross profit of approximately
RMB35,874,000).
B AR H28,149,0007C ( —F = 4F - A A R H$35,874,0007C)

. Total comprehensive expense for the year attributable to owners of the Company and
non-controlling interests amounted to approximately RMB70,806,000 (2022: total
comprehensive expense for the year attributable to owners of the Company and non-
controlling interests of approximately RMB27,554,000).
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AR AR R N B FORE A B A A 7R T B SRR 20 N IR 927,554,000
Jo) e

. Basic and diluted loss per share were RMB26.59 cents (2022: basic and diluted loss per
share were RMB9.00 cents (restated)).

B IR AR S M 1R 0 S N RWE26.590 (% = AR R OREOR AR S A
R9.007 (H#L) ) -




The board of directors (the “Board” or the “Directors”) of China Tontine Wines

Group Limited (the “Company”) is pleased to announce the consolidated results

and financial position of the Company and its subsidiaries (collectively the

“Group”) for the year ended 31 December 2023 (the “Year”), prepared on the

basis set out in Note 3, together with the comparative figures for the year ended

31 December 2022 as follows:

CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2023

R R EEE AR AR ([AAR ) EFE
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2023 2022
—=E-= TR T
Notes RMB’000 RMB 000
ik AREFIT ARWTT
Revenue g = 4 189,139 146,118
Cost of sales BB LA (160,990) (110,244)
Gross profit EEYil! 28,149 35,874
Other income, gains and losses HAb U A~ Wi gi K s iR 6 (80) 4,270
Selling and distribution expenses BB S A S BH S (38,842) (33,698)
Administrative and other operating expenses AT BB HoAt 58 %5 B 52 (47,038) (36,100)
Impairment loss on property, plant and equipment 4% 3£ ~ 7 B 54 ok (i 5 182 (19,858) (7,776)
Impairment loss on right-of-use assets i FHHE 5 DB (LS 1R (2,726) (2,036)
Change in fair value of biological assets AW A T (E AR ) 10,264 12,049
Share-based payments D JBEAg 2o S 8 1) A5 3K (485) -
Finance costs il AR 7 (190) (137)
Loss before tax BRBLATES 18 (70,806) (27,554)
Income tax expense ST A BH S 8 - -
Total comprehensive expense for the year FRALXHBAZHAE 9 (70,806) (27,554)
Total comprehensive (expense)/income EiEFERE2E (X)),
for the year attributable to: W48 g
Owners of the Company EN/NEIE XN (80,199) (26,403)
Non-controlling interests IE 122 15 i 4 9,393 (1,151)
(70,806) (27,554)
(Restated)
(k)
Loss per share SRER 11
Basic (RMB cents) A (ANRES) (26.59) (9.00)
Diluted (RMB cents) W (AR W) (26.59) (9.00)




CONSOLIDATED STATEMENT OF FINANCIAL GEMBEMRRE

POSITION
At 31 December 2023 RoFE =S = —H
2023 2022
—EgE=-= - S
Notes RMB’000 RMB’ 000
M at AR#FT AR WEFc
Non-current assets FREBEE
Property, plant and equipment L ENN Y& 108,717 141,228
Right-of-use assets ol R O 36,236 36,986
Biological assets )R 52,390 43,703
Prepayments TA AT 2,400 1,600
199,743 223,517
Current assets REEE
Inventories ety 132,836 170,332
Trade receivables B 5y eI 3K 12 117,247 132,485
Other receivables, deposits and prepayments Ho A T CHIE ~ # e K
TE AT A 2,574 4,296
Current tax recoverable B389 W7 i [m] A IH 5,551 5,551
Bank and cash balances RAT M I 4 5 R 95,483 70,893
353,691 383,557
Current liabilities nREBEE
Trade payables B 5 R4S IR K 13 8,909 2,221
Other payables and accruals H Al R A R T K JE 2 18,721 19,972
Amount due to a substantial shareholder JEA — 44 F 2R E 13,452 6,301
Lease liabilities HE AR 1,623 754
Current tax liabilities RV AR E & 5 9,961 9,961
52,666 39,209
Net current assets RBEERE 301,025 344,348
Total assets less current liabilities HEERARBERS 500,768 567,865
Non-current liabilities FRBEE
Lease liabilities HEAMRE 3,383 159
NET ASSETS EEFE 497,385 567,706
Capital and reserves EXR#EE
Share capital il &S 14 25,829 25,216
Reserves it 6 378,091 458,418
Equity attributable to owners of the Company A A NG RE 75 403,920 483,634
Non-controlling interests T4 93,465 84,072
TOTAL EQUITY A 497,385 567,706




NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 December 2023

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 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 2023. HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRS”); Hong Kong Accounting Standards;
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.

BASIS OF PREPARATION

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.

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 which are

carried at their fair values.
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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.

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 180 days (2022:
90 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.

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.
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- 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.

Information about reportable segment profit or loss, assets and liabilities:
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Z R
North-East Northern Eastern  South-Central South-West
Region Region Region Region Region Total
REME Z2HE ERHE FEE AELE Foh
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ABETFT ARETT AREFT ARETT ARETT AREFT
For the year ended BE-Z-=%
31 December 2023 +ZA=+—-HLEE
Segment revenue from A EAMBE F Y
external customer B 11,976 13,489 81,555 35,242 46,877 189,139
Segment (loss)/profit A (1R /i A (2.412) 189 6,485 246 4,985 9,493
For the year ended BE-T-—F%
31 December 2022 +ZA=t+-BLEE
Segment revenue from A EAMBE F Ry
external customer i Ll 25,537 19,771 39,601 36,388 24,821 146,118
Segment profit Gkl 137 2,497 3,989 1,390 1,428 9,441
As at 31 December 2023 R-E-=f+-A=+-H
Segment assets NEERE 5,708 7,021 51,583 22,728 30,207 117,247
Segment liabilities NEEH 504 568 3433 1,484 1,973 7,962
As at 31 December 2022 R=FE--F+=-f=+—H
Segment assets G 2,111 9,437 44213 33,299 23,621 132,681
Segment liabilities SHEES 817 633 1,267 1,165 795 4677




Reconciliations of reportable segment revenue, profit or loss, assets AHEIERE RANNEE - EEHEE

and liabilities: B2k

Revenue e

No reconciliation of reportable and operating segment revenue is provided R R A A Y AR A B 2 A A 1
as the total revenue for reportable and operating segments is the same as A WA A+ ST 0 B 1 T S o % A8 4 I
Group’s revenue. i Y IR o

2023 2022
—g-= S

RMB’000 RMB 000

ARETFT ARWT T

Profit or loss AR EE
Total profit of reportable segments T A 43 B T R AR 9,493 9,441
Unallocated amounts: o BL 4 %A
Change in fair value of biological assets A R E AT S ) 10,264 12,049
Depreciation of property, plant and equipment W BB R T (16,920) (15,683)
Depreciation of right-of-use assets ffi AREE s (3,731) (3,159)
Impairment loss on property, L/ E A N & R RN TEic
plant and equipment (19,858) (7,776)
Impairment loss on right-of-use assets e P RE 5 7 BB (B 1R (2,726) (2,036)
Write off of inventories s A7 5 (20,189) (7,265)
Loss allowances for trade receivables B Ty T A B R M T 4 A (12,196) (2,348)
Loss allowances for other receivables, Al R o R~ i A
deposits and prepayments TELAS AV e 4 43 (1,600) -
Share-based payments DB 53 J 5 Bl 1) A5 R (485) -
Other corporate income HAb A F e A 387 4,270
Other corporate expenses HoAth A2 3 (13,245) (15,047)
Consolidated loss for the year FNEEEEE (70,806) (27,554)




Reportable and operating segment profit represented the profit incurred

by each segment without allocation of depreciation, loss allowances for

trade receivables, other receivables, deposits and prepayments, write off of

inventories, impairment on property, plant and equipment, impairment on

right-of-use assets, change in fair value of biological assets, share-based

payments, other corporate expenses and other corporate income.

AT B K8 3 KR PR A% 20 L A ) i

A R o3 BT B ~ B2 5 ME WO K~ L A B Wi
ARIE ~ % B TR K TR s R 9 AR s A
B W 2 BB B B T R
FEBE R EE AT EEE) DU R
oy FETAE 9 A 3 A A 36 5 Hh RO b A 3

A o
2023 2022
—E=-= . S
RMB’000 RMB’ 000
ARMFIT AR#For
Assets &E
Total assets of reportable segments A ) A AR 117,247 132,681
Unallocated amounts: XA Be 4 %A
Property, plant and equipment LEN & ] 108,717 141,228
Right-of-use assets i FHHE & 36,236 36,986
Biological assets LG 52,390 43,703
Inventories T 132,836 170,332
Other receivables, deposits and prepayments At JE AR IE > e R OTE A K E 4,974 5,700
Current tax recoverable B 445 T ffg e A TR 5,551 5,551
Bank and cash balances SRAT KB 4 G R 95,483 70,893
Consolidated total assets SRR G AR 553,434 607,074

Reportable and operating segment assets represent trade receivables and

TR A B AR U AR B o ME RO R

prepaid other taxes. FE AT B HARBE K o
2023 2022
RMB’000 RMB 000
AR¥TTT AR T
Liabilities afE
Total liabilities of reportable segments AR BT E AR 7,962 4,677
Unallocated amounts: & 53 Hie 4
Trade payables B 5y AT IR 8,909 2,221
Other payables and accruals At A R I K e R 10,759 15,295
Amount due to a substantial shareholder A — 42 32 % R RO 13,452 6,301
Lease liabilities GER=g =R 5,006 913
Current tax liabilities R 76 £ £ 9,961 9,961
Consolidated total liabilities Si e BB A 56,049 39,368

Reportable and operating segment liabilities comprise certain other

payables and accruals.

AL R A o TR AR A T AR AT

AIE ST -



Revenue from major products: FTEERELEZWE:

The following is an analysis of the Group’s revenue from its major DL 5 A 4 [ 0 2 i 7 A 2 W s 4 AT o
products.
2023 2022
RMB’000 RMB 000

ARETFTT ANR#T T

Sweet wines 7 75 46,432 52,960
Dry wines Wiz 4 T 101,103 66,815
Brandy T 3t 28,033 6,625
Others HAth 13,571 19,718
189,139 146,118

Timing of revenue recognition 11 2% e SR B
2023 2022
RMB’000 RMB’ 000

ARMFT ARET T

At a point in time TR E IR [H] 189,139 146,118
OTHER INCOME, GAINS AND LOSSES 6. HiWA WBEREE
2023 2022
—E-= - S
RMB’000 RMB 000

ARETT ARMTIT

Bank interest income SRATALE WA 337 244
Net foreign exchange (loss)/gain SMIE (JE548) /i 4 14 (467) 303
Sundry income METE A 50 -
Gain on disposal of property, plant and Y A MR LA K
equipment and right-of-use assets o PR A AR - 3,723
(80) 4,270
FINANCE COSTS 7. BERE
2023 2022
—EC-= =~
RMB’000 RMB’000
AR¥FT AR WETIT
Lease interests FLE RS 190 137




INCOME TAX EXPENSE

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%.

No provision for the 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 2023. 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 2022.

LOSS FOR THE YEAR

The Group’s loss for the year is stated after charging the following:

FREHRX

TP 5% 18 1 4F B2 R > A 4 I AT (TR A A
s 1) R SR T ) > SSOR B A U B R R 4
o

TR A A RS ([ ERIE]D)
T A 3 9T A5 ol v B i Ak f51) -+ 50 RSB 2 )
ZBLRF525% ©

MRAEBMEE X = A=
F Lk 7SI gt o B i 3 T 15 B 2 AR R
ot i M) > BACIG S A v A 2 BT A5 B A i 48
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S A = B R R
T > ) 1A AR B T A 3 A R A R
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FEER
S T4 FE A 40 AR L 45 SR 34

2023 2022
—EBE-= -~
RMB’000 RMB’ 000
AR¥FT AR T
Auditor’s remuneration % BRI P 4 1,370 1,370
Cost of inventories sold CEfFERA 115,523 85,666
Depreciation of property, plant and equipment 2 ~ 5 M Rt 8 16,920 15,683
Depreciation of right-of-use assets o R A 5,026 4,563
Less: amounts included in property, Wl A R RO 1
plant and equipment (1,295) (1,404)
3,731 3,159
Staff costs (including directors’ remuneration): ~ H T4 (FFEF M4
Salaries, allowance and benefits in kind Hrde - HG LCE A 10,023 11,478
Sales commission E M 4,199 3,157
Retirement benefit scheme contributions AR A FE AR R 3,273 3,424
Equity-settled share-based payments DARE £ 45 55037 DA 0y B
BLTE Y 5 3K 485 -
17,980 18,059
Impairment loss on property, W2~ W B A B 1R
plant and equipment 19,858 7,776
Impairment loss on right-of-use assets it A AE 7 TR (R 1R 2,726 2,036
Write off of inventories S A7 & (L4575 85 B BUA A
(included in cost of sales) 20,189 7,265
Loss allowance for trade receivables 2 5 IR TR e 8 938 A 12,196 2,348
Loss allowance for other receivables, FHAth B U FIE ~ 374 K
deposits and prepayment T A 3 T 18 T A 1,600 -

- 10 -



10.

11.

12.

DIVIDENDS

The directors do not recommend the payment of any dividend for the year
ended 31 December 2023 (2022: Nil).

LOSS PER SHARE

Basic loss per share

The calculation of basic loss per share attributable to owners of the
Company is based on the loss for the year attributable to owners of the
Company of approximately RMB80,199,000 (2022: RMB26,403,000) and
the weighted average number of ordinary shares of 301,562,000 (2022:
293,397,000 (restated)) in issue during the year.

Diluted loss per share

No diluted loss per share is presented for the year ended 31 December
2023 and 2022 as the exercise of the Company’s outstanding share options

would be anti-dilutive.

TRADE RECEIVABLES

The Group allows a credit period of 180 days (2022: 90 to 180 days) to
its trade customers except for the new customers which payment is made
when wine products are delivered. The following is an aged analysis of
trade receivables presented based on the invoice date at the end of the
reporting period, which approximated the respective revenue recognition
dates.

10.

11.

12.

B’ E
FHEAESEARE _F =+ _J
=t A ERMMEARE (ZF
AECAE) o

BRER

BREXEE

EN/NITE RN RS N R L
BAANFAHEA NERERNERLO AR
180,199,000 ( =& — "4 AR
26,403,00070 ) K 4 A B #E AT 8 4 B 2
HE - ¥4 #301,562,000/1% ( — & — —
293,397,000/ (E#k) ) 75 -

SREEESE
HE F =k " F - _"F+_H
= —HIEFE R AT AN A RAT
i 22 B P R L S I R 2 I 4 2 5 g
JE 48 T M 4 o

B S EWERM
KREBMBPTHEGEF £180K (T -
90 180K ) M A5 12 1A - i b & F ZE R
T A 5F 48 %65 06 2 TR S RE R < AT A
TR R FE B S H O (B4 1 0 i 45 e RR
H O AH 27 ) 2 51 11 5 5 I i 3k 1) g 18
Hr e

2023 2022
—EC-=F TE T
RMB’000 RMB’000
AREFT N BT
Trade receivables & 5 HE SR X 136,026 139,068
Less: loss allowances W e TR A (18,779) (6,583)
117,247 132,485

-11 -



13.

The aging analysis of trade receivables, based on the invoice date, and net

B E SRk 4 3 B ) 300 S AR o 48 £ 12

of allowance, is as follows: Z IR BT R -
2023 2022
—E-=HF - S
RMB’000 RMB’000
AR¥TFT AR ¥Tor
0 —90 days 0290k 67,725 40,699
91-180 days 912 180K 37,858 32,365
181 — 365 days 1812365k 11,664 59,421
117,247 132,485
Reconciliation of loss allowance for trade receivables: B ME A R s TE 1 A4 1 S iR
2023 2022
—EB-= . S
RMB’000 RMB’000
AR¥TT AR T
At the beginning of the year R AEH) 6,583 4,235
Net increase in loss allowance for the year AT A fis TR A0 4 1 12,196 2,348
At the end of the year TR AR R 18,779 6,583
TRADE PAYABLES B 5 BNERM

The following is an aged analysis of trade payables presented based on the

invoice date at the end of the reporting period:

VAR B i i R 5 3 5 U 231 B 5

JREASF B 3 19 B i 20 # -

2023 2022

—g=-= —®——
RMB’000 RMB 000
AR¥FT NR T T
0 — 30 days 0%30K 506 238
31 - 60 days 315 60K 6,999 220
61 — 90 days 615 90K 1,404 1,763
8,909 2,221

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.

-12 -
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14.

SHARE CAPITAL

14. B

2023 2022
HK$’000 HK$°000
FET T
Authorised: EIE
1,000,000,000 (2022: 10,000,000,000) 45 FBE T (1 50,1045 58 (2022 : 00135 7
ordinary shares of HK$0.10 [91,000,000,000% ( &~ 4F:
(2022: HK$0.01) each 10,000,000,000/8 ) 3 4 B 100,000 100,000
Issued and fully paid: ERITRAR:
301,561,800 (2022:2,940,548,000) A BT 250105 78 (2022 : 0.013#78)
ordinary shares of HK$0.1 1301,561,800/% ( ﬁji ——
(2022: HK$0.01) each 2,940,548,000/% ) 3% 45 % 30,156 29,406
2023 2022
—s=-= TR
RMB’000 RMB’ 000
AR¥TTT AR T IT
Shown in the consolidated financial statements %5 & B & 2R
At 31 December wt-H=+—H 25,829 25216

Movement of the number of shares issued and the share capital during the

current period is as follows:

AU 2B AT AR B R A SR B AT

Number of

shares Amount

BHEE RE

000 HKS$°000

F I Fior

At 1 January 2022 WoEF - HE—J—H 2,640,548 26,406

Allotment and issue of Consideration Shares i 2 B 34T A A8 A 1y 100,000 1,000

Exercise of share option A7 ol 155 3 B 200,000 2,000
At 31 December 2022 and 1 January 2023 REFZHEF A=+ H R

ZF=EF—H—H 2,940,548 29,406

Share Consolidation ikl (2,646,493) -

Allotment and issue of Consideration Shares Wi 3 S BE AT AR AR B 1 7,507 750

At 31 December 2023 WEFEZZFTHA=Z1T—H 301,562 30,156

~13 -



MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

2023 was a complex and volatile year for global economy, with inflationary
pressures continuing to plague Europe and the United States. The ongoing
Russia-Ukraine conflict has kept commodity and food prices at high levels. In
addition, geopolitical tensions have disrupted major shipping routes in the Middle

East, affecting trade logistics.

In China, there were hopes that the economic recovery following the easing
of the COVID-19 pandemic would bring opportunities to the consumer sector.
However, the economic recovery turned out to be weaker than expected, and
the downward pressure on the property sector and credit crisis of some leading

property developers further dampened market confidence in the recovery.

Although China’s economy maintained a growth rate of 5.2% in 2023, overall
consumer sentiment has become more cautious, and multiple manufacturing
industries have been facing challenges such as shrinking demand and capital
shortages, which has prevented some enterprises from fully recovering to pre-

epidemic levels of operation.

According to the data released by the General Administration of Customs of
China, for the period from January to December 2023, the volume of imported
wine nationwide was 243 million liters, representing a year-on-year decrease
of 25.67%, and the import value was US$1,082 million (RMB7,786 million),
representing a year-on-year decrease of 19.41%, both showing a relatively

significant decline.

From January to December 2023, the total production of winemakers above
designated size in China was 143,000 kiloliters, representing a year-on-year

increase of 2.9%.
Overall, the Chinese wine market continued its downward trend from the past

few years. Demand for higher-priced premium wines has weakened significantly

due to uncertainties surrounding the macroeconomic outlook.
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FINANCIAL REVIEW

In 2023, the wine industry continued its trend from the past three years and
remained in a downturn. This, coupled with the softness of the domestic economy
as a whole, has dented consumer sentiment and spending power, leaving the

industry languishing at the bottom.

For the year ended 31 December 2023 (the “Year under Review”), the Group
recorded total revenue of RMB189,139,000, representing an increase of
approximately 29.4% as compared to the previous year. In particular, the sales
revenue of sweet wine and dry wine in aggregate accounted for 78.0% of the
Group’s total revenue for the Year under Review, while the sales revenue of
brandy and other wine products (including ice wine, Chinese liquor and ginseng

wine) accounted for 22.0%.

The Group’s revenue maintained the trend from the first half of the year, with
a modest year-on-year growth. However, as the domestic demand for high-
end wine products decreased amidst an uncertain economic outlook and a more
cautious consumer sentiment, sales revenue from high-end wine products with
higher gross profit margins declined significantly as a percentage of the Group’s
total revenue. During the year, the Group’s gross profit decreased by 34.7% year-
on-year to RMB28,149,000, with a gross profit margin of 14.9%. The decrease
in gross profit was also attributable to the write-off of certain obsolete and slow-
moving inventories in the amount of RMB20,189,000, representing an increase of
RMB12,924,000 as compared to the write-off of RMB7,265,000 for the previous

year.

For the year ended 31 December 2023 > the Group recorded total comprehensive
expenses of RMB70,806,000.

For the Year under Review, the Group’s total cost of sales was RMB 160,990,000,
representing a year-on-year increase of 46.0%, which was mainly due to the
increase in the Group’s revenue and the write-off of certain obsolete and slow-
moving inventories. The main raw materials required by the Group for the
production of wine include grape juice and packaging materials. For the Year
under Review, the Group’s cost of raw materials amounted to RMB 130,824,000,
representing a year-on-year increase of approximately 47.7% and accounting for

approximately 81.3% of the Group’s total cost of sales.

During the Year under Review, the Group’s selling and distribution expenses
amounted to RMB38,842,000, representing a year-on-year increase of 15.3%. As
China began to relax its strict control measures against the COVID-19 pandemic
in early 2023, in order to capitalize on the market recovery, the Group invested
certain financial resources for product display and promotion at the Food and
Drinks Fair in the first half of the year to enhance the recognition of the Group’s
products and brands in the industry, which led to a year-on-year increase in the
Group’s selling and distribution expenses. In addition, in view of the change in
consumption patterns, the Group strengthened cooperation with various online
media platforms for online marketing, which effectively consolidated the market
coverage of the Group’s products. During the Year under Review, the Group
continued its strategy to broaden online marketing channels and contracted
with several well-known internet celebrities to expand sales and increase brand

awareness.
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In anticipation of a possible rebound in consumption after the COVID-19
pandemic, the Group increased its advertising and marketing spending to
RMB27,337,000 during the Year under Review, representing a year-on-year

increase of 13.9%.

For the Year under Review, the Group’s administrative and other operating
expenses increased significantly year-on-year to RMB47,038,000 due to the

provision for expected credit losses on trade and other receivables.

OPERATION REVIEW

According to the National Bureau of Statistics of China, China’s gross domestic
product (GDP) in 2023 grew by 5.2% year-on-year to exceed RMB126 trillion,
and the consumer price index (CPI) rose by 0.2% year-on-year. However, the
CPI fell by 0.3% year-on-year in December 2023, marking the third consecutive
month of year-on-year decline. Low prices reflect, to a certain extent, a lack of
effective demand. In 2023, the total retail sales of consumer goods amounted to

RMB47.1 trillion, representing an increase of 7.2% over the previous year.

During the Year under Review, the Group initiated strategic cooperation with
other enterprises to seek synergies through co-construction or sharing of
platforms and co-branding. Such cross-industry cooperation helps the Group
to reach out to different consumer groups to broaden its customer base and

effectively deepen the market penetration of the Group’s products.

The ginseng wine product developed by the Group received certain market
attention in the early stage of its launch. However, this new product with a higher
price tag failed to achieve the expected sales results due to the impact of the
economic downturn and the trend of cautious spending on high-end products. In
view of this, the Group adjusted its sales strategy in the second half of the year

and reduced its investment in ginseng wine products.

For the year ended 31 December 2023, the output of all categories of products
manufactured by the Group’s two production bases located in Tonghua, Jilin
Province and Baiyanghe, Shandong Province reached a total of 6,375 tonnes.
Specifically, the output of the Tonghua production base was 1,543.6 tonnes,
which was lowered as compared to the previous year due to a certain amount
of remaining inventory during the Year under Review; and the output of the
Baiyanghe production base was 4,831.4 tonnes, representing a year-on-year

increase of approximately 116.4%.
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REGIONAL MARKET PERFORMANCE

During the Year under Review, the Eastern Region saw a more pronounced
economic recovery, which, coupled with the resumption of tourism, led to a
rebound in wine consumption. During the Year under Review, revenue from the
Eastern Region market amounted to RMB81,555,000, representing a year-on-
year increase of approximately 106.0% and being the largest contributor to the
Group’s total revenue with its proportion further increasing to 43.1%, making it

the market with the most outstanding performance during the Year under Review.

There was also a significant year-on-year increase in revenue from the South-
West Region. For the Year under Review, revenue from the region amounted to
RMB46,877,000, representing a year-on-year increase of approximately 88.9%
and accounting for 24.8% of the Group’s total revenue. Revenue from the South-
Central Region decreased slightly year-on-year to RMB35,242,000, accounting
for 18.6% of the Group’s total revenue. Revenue from the North-East and
Northern Regions decreased significantly year-on-year, in aggregate accounting

for approximately 13.5% of the Group’s total revenue.

BUSINESS INDICATOR REVIEW

Inventory Turnover Days

The inventory turnover days of the Group at the end of the year stood at
approximately 408 days, as compared to 748 days of the previous year. This was
mainly due to the effective utilization of existing inventories with a “gift with
purchase” strategy, using slow-moving inventories to encourage customers to

promote the sales of Group’s products.

Trade Receivables Turnover Days

As at the end of the year, the Group’s trade receivables amounted to
RMB117,247,000, and the turnover days were 241 days, representing a modest

decrease as compared to 314 days as at the end of the previous year.

-17 -

IS RE

[n] o AT 35 > 32 b i S AR B D AR B B i B
it AR > A A T 2 (] B o [l AR R
T T B A U A B A R H581,555,0007C > A] He
R A1106.0% - 1 5 B A8 A Al B ok dE—
AR T A A43.1% » S 8R4 B N R BN A 28
e

PG b I 04 0 A TR] L TR A B B 3 R o () AT
BE > wZ M Bk AU A B A )R H546,877,0000C > [A] L
R #088.9% » 41 4 19 HE M A 24.8% o g HbL IR
AR LG /N SR > 2 N R H635,242,0000C > 1l A8k
A18.6% o AL K 3 b 3 [ 04 Yig A BRI L o 2 i
K (513R 5 7 A Hb TR s A A A 4 T AR A
#113.5% o

REEFEERE

FEAESEH

S5 B 47 B2 R 19 47 85 28 9 B4 5408 H > 4R
[l 25748 H - 2y A SR T T A JREAT
IR T LR Ty BE T S % G A T A
S IHFETE R I AF B o

BEZRWIRTBERH

AAEF PR EFERNE S BICRK A N R
117,247,0007C > 48 f8 H #m241 H > K454 & JI A
314 H > i H B 2% AR AR A BT A -



OPERATION ANALYSIS BY PRODUCT

DRY WINES

For the Year under Review, the Group’s sales revenue from dry wine products
amounted to RMB101,103,000, representing a year-on-year increase of
approximately 51.3% and accounting for 53.5% of the total revenue. The gross
profit margin for the Year under Review was 26.0%, representing a decrease of
11.2 points as compared to 37.2% for the previous year, which was mainly due
to the decrease in the sales of high-end dry wine products as a proportion in total

sales.

SWEET WINES

For the Year under Review, the Group’s sales revenue from sweet wine products
amounted to RMB46,432,000, representing a slight year-on-year decrease and
accounting for approximately 24.5% of the total revenue. The gross profit margin
was 11.8%, representing a decrease of 7.8 points as compared to 19.5% for the
previous year, which was mainly due to the decrease in the sales of high-end

sweet wine products as a proportion in total sales.

BRANDY

For the Year under Review, the Group’s sales revenue from brandy amounted to
RMB28,033,000, accounting for approximately 14.8% of the total revenue. The
gross profit margin of the product was 41.0%. Both the sales revenue and gross
profit margin of the product increased remarkably as compared to the previous
year, but the impact on the Group’s gross profit margin was limited as the

revenue account for only a small proportion of the Group’s total revenue.

OTHER PRODUCTS

The Group’s other wine products include ginseng wines, high-end ice wines and
Chinese liquor (Yaaru Liquor (HEZE 1) ). For the Year under Review, the sales
revenue of other products amounted to RMB13,571,000, accounting for 7.2% of
the Group’s total revenue. The gross profit margin of other products for the Year

under Review was 37.3%.

BUSINESS PROSPECTS

China’s economic growth target for 2024 is 5%, while the International Monetary
Fund forecasts a global economic growth rate of 3.1% for 2024. As observed
from the first quarter of this year, the international situation remained tense, with
the Russia-Ukraine War and the Israeli-Palestinian conflict showing no signs of
easing, but rather a widening trend, adding uncertainty to the global economy.
China is actively seeking to improve its trade relations with western countries, but
results are yet to be seen. The credit crisis of domestic real estate enterprises has
not subsided, and the knock-on effect of declining housing prices will continue to

weigh on the economic outlook.
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The wine industry in the China is expected to remain under pressure due to weak
consumption. Compared with other alcoholic beverages, wines in China have yet
to develop into mass consumer goods, and per capita consumption is low, which

has contributed to the continued downward trend of the market.

In response to the market situation, the Group has adjusted its marketing strategy
by reducing its traditional marketing promotions and increasing its cooperation
with other retail and catering platforms in order to promote its products and

consolidate its brand awareness.

With regard to production processes, the Group will further tighten its cost
control and strive to enhance its overall operational efficiency by cutting unit

costs and expanding the sales scale of well-received products.

In the face of economic uncertainties and a sluggish wine market, the Group
will maintain a prudent operating strategy to increase revenues and reduce costs,
and seek to further strengthen its financial position to cope with changes in the

market.

FINANCIAL MANAGEMENT AND TREASURY
POLICY

The Group’s revenues, expenses, assets and liabilities were substantially
denominated in RMB. Also, the Group’s cash and cash equivalents were mostly
denominated in 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 to cope with daily operations
and future development demands for capital. The Group is in a net cash position

and is thus exposed to minimal financial risk on interest rate fluctuation.

LIQUIDITY AND FINANCIAL RESOURCES

The management closely monitors the Group’s financial performance and
liquidity position. The Group generally finances its operation with internal cash

flows generated from its operations.

During the Year, the Group’s working capital was healthy and positive. As at 31
December 2023, the Group’s net working capital (calculated as current assets
less current liabilities) amounted to approximately RMB301,025,000 (2022:
RMB344,348,000). The Group has sufficient financial resources available to meet

its future working capital and financing requirements.
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CAPITAL COMMITMENTS

As at 31 December 2023, the Group made capital expenditure commitments
of approximately RMB13,650,000 (2022: RMB4,050,000) contracted but not
provided in the consolidated financial statements. These capital commitments

were provided by cash generated from operations.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at 31 December
2023 (2022: Nil).

DIVIDEND

The Directors do not recommend the payment of any final dividend to
shareholders of the Company for the year ended 31 December 2023 (2022: Nil).

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 2023, the Group employed a work force of 252 (excluding
Directors) in Hong Kong and in China (2022: a work force of 263). The total
salaries and related costs (including the Directors’ fee) for the Year amounted to
approximately RMB 17,980,000 (2022: RMB18,059,000).

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.
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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.

CORPORATE GOVERNANCE

Throughout the Year, 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 of the Company, which comprises all the independent non-
executive Directors (namely, Dr. Cheng Vincent (Chairman), Mr. Lai Chi Keung,
Albert and Mr. Yang Qiang), 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.
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SCOPE OF WORK OF ZHONGHUI ANDA CPA
LIMITED

The figures in respect of the Group’s consolidated statement of financial position,
consolidated statement of profit or loss and other comprehensive income and
the related notes thereto for the year ended 31 December 2023 as set out in
the preliminary announcement have been agreed by ZHONGHUI ANDA CPA
Limited, the Group’s auditor, to the amounts set out in the Group’s audited
consolidated financial statements for the Year. The work performed by the
Group’s auditor in this respect did not constitute an assurance engagement in
accordance with Hong Kong Standards on Auditing, Hong Kong Standards on
Review Engagements or Hong Kong Standards on Assurance Engagements
issued by the HKICPA and consequently no assurance has been expressed by the

Group’s auditor on the preliminary announcement.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed 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 of the Company. 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.

PUBLICATION OF ANNUAL RESULTS ON THE
WEBSITES OF THE COMPANY AND OF THE
STOCK EXCHANGE

This annual results announcement is published on the websites of the Stock Exchange
(http://www.hkexnews.hk) and the Company (http://www.tontine-wines.com.hk). The
annual report for the year ended 31 December 2023 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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By order of the Board
Wang Guangyuan
Chairman and Executive Director

Hong Kong, 28 March 2024

As at the date of this announcement, the Executive Directors are Mr. Wang
Guangyuan, Mr. Zhang Hebin and Ms. Wang Lijun, Non-executive Directors
are Mr. Li Jerry Y. and Mr. Zhu Minghui, and the Independent Non-executive
Directors are Dr. Cheng Vincent, Mr. Lai Chi Keung, Albert and Mr. Yang Qiang.

This document is prepared in both English and Chinese. In the event of

inconsistency, the English text of this document shall prevail over the Chinese

text.
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