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BUSINESS REVIEW
The Group is engaged in the wine production and distribution business in China’s Shanxi and Ningxia 
provinces. During the nine months ended 30 September 2020 (“3Q2020”), the Group recorded an 
increase in gross profit as compared to the nine months ended 30 September 2019 (“3Q2019”), due 
principally to an increase in average selling price of the wine sold during 3Q2020, which was partially 
offset by lower unit sales in the period.

OUTLOOK
Following the outbreak of Coronavirus Disease 2019 (“COVID-19”), the global economy has suffered a 
hard hit, and has remained unstable through 3Q2020. In particular, for the food and beverage industry, 
consumption has experienced a rapid downturn as a result of lockdown of cities and the avoidance 
of dining out at restaurant by customers. Our sales performance followed the market consumption 
reduction and a drop in revenue was recorded for the first half of 2020. However, we have been 
delighted to see a strong recovery in the third quarter of 2020, which brought our revenue for the three 
months ended 30 September 2020 to RMB20.0 million, 14.8% higher than the corresponding period 
of 2019 (RMB17.4 million). Our gross profit margin continued to improve, reaching 48.8% for the three 
months ended 30 September 2020 as compared to 42.9% for the corresponding period of 2019. Our 
gross profit for 3Q2020 increased from last year, regardless of the decrease in revenue.

Subsequent to the completion of our acquisition of the whisky and gin facility on 11 October 2019, 
our Group has reallocated part of its unutilised net proceeds from its share offer on 27 June 2018 
for investment in the construction of a production facility and the acquisition of equipment. The first 
phase of the plan, being the production of gin, is on schedule, and we expect to launch our gin in the 
market by the end of 2021. We anticipate that with the addition of new products, the Group could 
develop a new revenue stream and diversify its business, which will also leverage on our brand profile, 
production, sales and marketing know-how and distribution channels that the Group has built over the 
past two decades. For details, please refer to the announcements of the Company dated 12 August 
2019, 11 October 2019 and 4 September 2020.

Notwithstanding the challenging business environment we have faced this year, we are confident that 
we will achieve better results for 2020 from the recovery of the market in the remaining of the year.

FINANCIAL REVIEW
Revenue
Our revenue decreased by RMB7.3 million or 15.5% from RMB46.9 million for 3Q2019 to RMB39.6 
million for 3Q2020, primarily due to the decrease in sales volume in the first half of 2020 a result of the 
COVID-19 epidemic.

We sold 493,000 bottles in 3Q2020 as compared to 686,000 bottles in 3Q2019. The average 
selling price increased from RMB60.4 in 3Q2019 to RMB80.4 in 3Q2020, due to the increase in the 
proportion of sales of our high-end wine portfolio, which have higher selling prices, and the increase in 
wholesale prices to distributors in Shanxi province.

Cost of sales
Our cost of sales decreased by RMB8.1 million or 28.2% from RMB28.6 million for 3Q2019 to 
RMB20.5 million for 3Q2020, primarily due to the decrease in sales volume during 3Q2020.
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Gross profit and gross profit margin
Our overall gross profit increased by RMB0.8 million or 4.4% from RMB18.3 million for 3Q2019 to 
RMB19.1 million for 3Q2020, due to the increase in the proportion of sales of our high-end wine and 
therefore the increase in average selling price as aforementioned. Our overall gross profit margin 
increased from 39.0% for 3Q2019 to 48.2% for 3Q2020.

Other income and gains, net
Other net income and gains remained at RMB1.4 million for 3Q2020 and 3Q2019, which mainly 
comprised government grant and bank interest income.

Selling and distribution expenses
Selling and distribution expenses increased by RMB0.8 million or 23.1% from RMB3.5 million for 
3Q2019 to RMB4.3 million for 3Q2020, mainly due to the increase in marketing and promotion 
expenses.

Administrative expenses
Administrative expenses decreased by RMB2.7 million or 15.8% from RMB17.0 million for 3Q2019 to 
RMB14.3 million for 3Q2020. The decrease was mainly attributable to the absence of the share-based 
payments made as remuneration to certain management personnel of our Company amounting to 
RMB2.6 million during 3Q2019.

Finance costs, net
Finance costs increased by RMB31,000 or 47.7% from RMB65,000 for 3Q2019 to RMB96,000 
for 3Q2020. The increase mainly reflects the unwinding of discount on the long-term lease liabilities 
recognised for our leased office apartments. During 3Q2020, there was no bank borrowing or other 
loan drawn down by the Group.

Income tax expense
Income tax expense remained at RMB2.0 million for 3Q2020 and 3Q2019. An analysis of the profit/
(loss) before tax and the income tax expenses arising from the PRC operating companies and the 
other offshore companies is set out below:

PRC operating 
companies

Other offshore 
companies

3Q2020 RMB Million RMB Million

Profit/(Loss) before tax 6.2 (4.5)
Income tax expense (2.0) –   

PRC operating 
companies

Other offshore 
companies

3Q2019 RMB Million RMB Million

Profit/(Loss) before tax 5.9 (6.9)
Income tax expense (2.0) –   
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Loss for the period
As a result of the foregoing, a loss for the period of RMB0.3 million was recorded for 3Q2020 as 
compared to RMB3.0 million for 3Q2019.

Harvest result of self-cultivated grapes
The management believes that the harvest result for the year is important non-financial information 
about the Group due to the fact that the average unit production costs of the inventory for that 
year’s vintage are affected by the total production volume of self-cultivated grapes harvested for that 
year, which will therefore impact the financial result of the Group for the subsequent years in which 
the inventory produced in that year is sold. The harvest of our self-cultivated grapes at our Shanxi 
Vineyard for the 2020 vintage was mostly completed in September 2020 and the quality of grapes 
for determining the level of wine products has been decided preliminarily. The table below sets out 
the quantities of the harvested grapes and the preliminary decision in the use of these grapes for the 
production of wine in our Shanxi Vineyard for 2020 vintage, with comparative figures for 2019 vintage:

2020 vintage
No. of tonnes

2019 vintage
No. of tonnes

Grapes harvested 187 175
Base wine produced according to the preliminary 

classifications
– Entry-level wine 60 3
– High-end wine 70 113   

130 116   

The grapes quality in our Shanxi Vineyard has been affected by the adverse weather condition during 
3Q2020, hence the expected base wine production that will reach high-end wine level is reduced 
compared to 3Q2019.

The Group has acquired grapes from suppliers in Ningxia Province as our raw material. As a result, the 
impact of the harvest result in Shanxi Province on the expected production level of our high-end wine 
for our 2020 vintage is minimal.

Dividends
The Board does not recommend the payment of any dividend for 3Q2020 (3Q2019: Nil).

Impact of COVID-19
Amidst the epidemic of COVID-19, the management has been closely monitoring the Group’s cash 
flow to ensure the sufficiency of its short-term liquidity by focusing on improving the Group’s sales 
performance and optimising its operating expenditures. As at the date of this report, the management 
does not foresee any material liquidity issues for the Group and considered that the Group has 
sufficient funds to continue its normal operations in the foreseeable future, but will continue to evaluate 
various measures to preserve cash and enhance the Group’s liquidity position as necessary. 
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DIRECTORS’  AND CHIEF EXECUTIVE’S  INTERESTS AND 
SHORT POSITIONS IN THE SHARES, UNDERLYING SHARES OR 
DEBENTURES OF THE COMPANY OR ANY OF ITS ASSOCIATED 
CORPORATIONS
As at 30 September 2020, the interests and short positions of the Directors and chief executive of the 
Company in the shares (the “Shares”) and 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 
(the “SFO”)) which were notified to the Company and the Stock Exchange pursuant to Divisions 7 
and 8 of Part XV of the SFO (including interests or short positions which they were taken or deemed 
to have under such provisions of the SFO), or which were recorded in the register required to be kept 
by the Company under section 352 of the SFO, or which were notified to the Company and the Stock 
Exchange, pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, were as follows:

(i)	 Interests in the Company

Name of Director
Capacity/
Nature of interest

Number of 
ordinary 

Shares held(1)

Approximate 
shareholding
 percentage

Ms. Judy Chan(2) Interest in controlled 
corporation

404,820,000 (L) 50.60%

Mr. Fan Chi Chiu Beneficial owner 600,000 (L) 0.075%

Notes:

1.	 The letter “L” denotes the person’s long position in the Shares.

2.	 Macmillan Equity is wholly-owned by Ms. Judy Chan, and therefore Ms. Judy Chan is deemed to be 
interested in the 404,820,000 Shares held by Macmillan Equity pursuant to the SFO.

(ii)	 Interests in associated corporation of the Company

Name of Director
Name of associated 
corporation

Capacity/
Nature of interest

Number of 
ordinary 

Share(s) held(1)

Approximate 
shareholding 

percentage

Ms. Judy Chan(2) Macmillan Equity Beneficial owner 100 (L) 100%

Notes:

1.	 The letter “L” denotes the person’s long position in the Shares.

2.	 Macmillan Equity is wholly-owned by Ms. Judy Chan.
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Save as disclosed above, as at 30 September 2020, none of the Directors or chief executive of the 
Company had any interests or short positions in the Shares, underlying shares or debentures of the 
Company or any of its associated corporations (within the meaning of Part XV of the SFO) which were 
required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part 
XV of the SFO (including interests and short positions which were taken or deemed to have under 
the SFO), or pursuant to section 352 of the SFO, which were required to be recorded in the register 
referred to therein, or pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, which were to be 
notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN THE SHARES AND 
UNDERLYING SHARES OF THE COMPANY
So far as the Directors and the chief executive of the Company are aware, as at 30 September 2020, 
other than the Directors and chief executive of the Company, the following persons had or were 
deemed or taken to have an interest and/or short position in the Shares or the underlying shares of 
the Company which would fall to be disclosed to the Company and the Stock Exchange under the 
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were required to be recorded in the 
register of the Company required to be kept under section 336 of the SFO, or which would be, directly 
or indirectly, interested in 5% or more of the nominal value of any class of share capital carrying rights 
to vote in all circumstances at general meetings of the Company or any other members of the Group:

Name
Capacity/
Nature of interest

Number of 
ordinary 

Shares held(1)

Approximate 
shareholding 

percentage

Macmillan Equity(2) Beneficial owner 404,820,000 (L) 50.60%
Palgrave Enterprises Limited 

(“Palgrave Enterprises”)(3)

Beneficial owner 173,180,000 (L) 21.65%

Ms. Wong Shu Ying Beneficial owner 11,160,000 (L) 1.40%
Interest in controlled 

corporation(3)

173,180,000 (L) 21.65%

Mr. Chan Chun Keung(4) Interest of spouse 184,340,000 (L) 23.04%
Mr. Ting Tan Ming Beneficial owner 40,290,000 (L) 5.04%

Notes:

1.	 The letter “L” denotes the person’s long position in the Shares.

2.	 Macmillan Equity is wholly-owned by Ms. Judy Chan.

3.	 Palgrave Enterprises is wholly-owned by Ms. Wong Shu Ying, and therefore Ms. Wong Shu Ying is deemed 
to be interested in the 173,180,000 Shares held by Palgrave Enterprises pursuant to the SFO.

4.	 Mr. Chan Chun Keung, the spouse of Ms. Wong Shu Ying, is deemed to be interested in the 11,160,000 
Shares held by Ms. Wong Shu Ying and the 173,180,000 Shares held by Ms. Wong Shu Ying through her 
controlled corporation, Palgrave Enterprises, pursuant to the SFO.
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Save as disclosed above, as at 30 September 2020, the Directors were not aware of any person or 
corporation (other than the Directors and the chief executive of the Company) who had any interest or 
short position in the Shares or underlying shares of the Company which would fall to be disclosed to 
the Company under the provisions of Divisions 2 and 3 or Part XV of the SFO, or pursuant to section 
336 of the SFO, which would have to be recorded in the register referred to therein.

SHARE OPTION SCHEME
A share option scheme (the “Share Option Scheme”) was adopted by the Company on 1 June 
2018. Details of the Share Option Scheme are set out in Appendix V to the prospectus of the 
Company dated 12 June 2018 (the “Prospectus”). No share option has been granted pursuant to the 
Share Option Scheme since its adoption.

RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Saved as disclosed above, at no time during 3Q2020, have the Directors and the chief executive of 
the Company and their respective close associates (as defined under the GEM Listing Rules) had any 
interest in, or had been granted, or exercised any rights to subscribe for Shares or underlying shares 
of the Company and/or its associated corporations (within the meaning of the SFO).

Save as disclosed above in the section “Share Option Scheme”, at no time during 3Q2020 was the 
Company, any of its subsidiaries, its associated companies or its holding companies a party to any 
arrangements to enable the Directors or the chief executive of the Company to hold any interests 
or short positions in the shares or underlying shares in, or debentures of, the Company and/or its 
associated corporations (within the meaning of the SFO).

DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted a code of conduct regarding securities transactions (the “Model Code”) 
by the Directors on terms no less exacting than the required standard of dealings set out in Rules 5.48 
to 5.67 of the GEM Listing Rules. The Company has confirmed that, having made specific enquiry of 
all the Directors, all Directors have complied with the Model Code during 3Q2020.

Pursuant to Rule 5.66 of the GEM Listing Rules, the Directors have also requested any employee of 
the Company or director or employee of a subsidiary of the Company who, because of his/her office 
or employment in the Company or a subsidiary, is likely to possess inside information in relation to the 
securities of the Company, not to deal in securities of the Company when he/she would be prohibited 
from dealing by the Model Code as if he/she was a Director.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE 
COMPANY
During 3Q2020, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of 
the Company’s listed securities.

COMPETING INTERESTS
As at 30 September 2020, except as disclosed below, none of the Directors, the controlling 
shareholders of the Company or their respective associates (as defined in the GEM Listing Rules) 
had any interests (other than their interest in the Company or its subsidiaries) in any business which 
competed or may compete, either directly or indirectly, with the business of the Group or any other 
conflicts of interests with the Group.

Mr. Ho Kent Ching-tak (“Mr. Ho”), an independent non-executive Director of the Company, is a 
director of BP Wines (AU) Pty Ltd, an entity which owns Bass Phillip, a winery based in Australia which 
produces and sells wine globally with the PRC being one of its target markets. Mr. Ho is also the 
general partner of Spectrum 28 X Fund, LP which, through BP Wines (SG) Pte. Ltd., an investment 
holding entity of which he is a director, has shareholding interests in BP Wines (AU) Pty Ltd.

DEED OF NON-COMPETITION
The Deed of Non-Competition dated 1 June 2018 (as defined in the Prospectus) was entered into by 
Ms. Judy Chan and Macmillan Equity in favour of the Company (for the Company and for the benefit of 
its subsidiaries) in regard to non-competition undertakings. The details of the Deed of Non-competition 
have been disclosed in the Prospectus under the section headed “Relationship with our Controlling 
Shareholders – Deed of Non-competition” and the non-competition undertaking has become effective 
since the Shares were listed on the GEM of the Stock Exchange on 27 June 2018.

COMPLIANCE ADVISER’S INTERESTS
As at 30 September 2020, save and except for the compliance adviser’s agreement entered into 
between the Company and Southwest Securities (HK) Capital Limited (the “Compliance Adviser”) 
dated 20 September 2017, neither the Compliance Adviser nor its directors, employees or close 
associates had any interests in relation to the Company which is required to be notified to the Group 
pursuant to Rule 6A.32 of the GEM Listing Rules.

CORPORATE GOVERNANCE PRACTICES
The Company is committed to maintaining high standards of corporate governance to safeguard the 
interests of the shareholders of the Company and enhance its corporate value. The Company has 
adopted with all the applicable provisions of the Corporate Governance Code (the “CG Code”) as set 
out in Appendix 15 of the GEM Listing Rules.

Except as expressly described below, the Company complied with all applicable code provisions set 
out in the CG Code during 3Q2020.
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Chairman and Chief Executive
Under code provision A.2.1 of the CG Code, the roles of chairman and chief executive officer should 
be separate and should not be performed by the same individual. Ms. Judy Chan holds both positions 
in the Company. Ms. Judy Chan has been primarily responsible for overseeing the Group’s general 
management and business development and for formulating business strategies and policies for our 
business management and operations since she joined the Group in 2002. Taking into account the 
continuation of management and the implementation of the Group’s business strategies, the Directors 
(including our independent non-executive Directors) consider that it is most suitable for Ms. Judy Chan 
to hold both the positions of Chief Executive Officer and the Chairlady of the Board.

Therefore, the Board considers that the deviation from code provision A.2.1 of the CG Code is 
appropriate in such circumstances and the existing arrangements are beneficial and in the interests of 
the Company and its shareholders as a whole.

Composition of Nomination Committee of the Company
Under code provision A.5.1 of the CG Code, the nomination committee of an issuer should comprise 
a majority of independent non-executive Directors. For the period from 1 January 2020 to 19 March 
2020, the nomination committee of the Company (the “Nomination Committee”) comprised Ms. 
Judy Chan (chairlady), an executive Director, Mr. Chow Christer Ho, a non-executive Director and Mr. 
Ho Kent Ching-tak, an independent non-executive Director. As a result, the Nomination Committee 
did not comprise a majority of independent non-executive Directors.

The Company has re-complied with code provision A.5.1 of the CG Code following the appointment 
of Mr. Lim Leung Yau Edwin and Mr. Alec Peter Tracy as members of the Nomination Committee 
effective on 20 March 2020.

AUDIT COMMITTEE
The audit committee of the Company (the “Audit Committee”) was established with written terms of 
reference in compliance with Rule 5.28 of the GEM Listing Rules and paragraph C.3 of the CG Code 
as set out in Appendix 15 to the GEM Listing Rules. The Audit Committee comprises two independent 
non-executive Directors and one non-executive Director, namely Mr. Lim Leung Yau Edwin, Mr. Ho 
Kent Ching-tak and Mr. Chow Christer Ho. Mr. Lim Leung Yau Edwin is the chairman of the Audit 
Committee. The primary duties of the Audit Committee are mainly to make recommendations to the 
Board on the appointment and dismissal of the external auditor, review the financial statements and 
information, provide advice in respect of financial reporting and oversee the risk management and 
internal control procedures of the Company.
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The Audit Committee has reviewed the unaudited condensed consolidated financial results of the 
Group for 3Q2020 and is of the opinion that such results complied with the applicable accounting 
standards, the requirements under the GEM Listing Rules and other applicable legal requirements, 
and that adequate disclosures had been made.

By order of the Board

Grace Wine Holdings Limited
Judy Chan
Chairlady, Chief Executive Officer and Executive Director
Hong Kong, 5 November 2020

As at the date of this report, the Board comprises Ms. Judy Chan and Mr. Fan Chi Chiu as executive 
Directors, Ms. Hou Tan Tan Danielle and Mr. Chow Christer Ho as non-executive Directors and Mr. 
Ho Kent Ching-tak, Mr. Lim Leung Yau Edwin and Mr. Alec Peter Tracy as independent non-executive 
Directors.


