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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2011

15.	 CONTINGENT LIABILITY

Prior to October 2008, Cabernet Sauvignon wine products were produced by the Company’s wholly 
owned subsidiary incorporated at the PRC under the label of “通天解百納” in Chinese.

On 14 April 2002, Yantai Changyu Pioneer Wine Company Limited (“Yantai Changyu”) registered 
the trademark for the Chinese characters for Cabernet Sauvignon wine products, “解百納” with 
the Trademark Bureau of the State Administration for Industry and Commerce (“SAIC”) (“Trademark 
Bureau”) (the “Registration”). The Registration was subsequently revoked by the Trademark Bureau 
on application by several wine producers in the PRC against the Registration (the “Withdrawal 
Ruling”).

On 23 June 2008, the Yantai Changyu group of companies successfully appealed against the 
Withdrawal Ruling, which was then revoked by the Trademark Appeal Board of the SAIC.

On 27 June 2008, several wine producers in the PRC brought the matter to the Beijing Municipal 
First Middle Level People’s Court seeking a judicial review of both the Registration as well as 
the revocation of the Withdrawal Ruling. As at the date these condensed consolidated financial 
statements are authorised for issue, the matter has not been resolved. Should the Registration 
eventually be conclusively upheld by the PRC courts, other wine producers in the PRC will not 
be allowed to use the Chinese characters for Cabernet Sauvignon wine products, “解百納”, as 
part of their product labels. In addition, if the Registration is deemed by the PRC courts to have 
been continuously effective from 14 April 2002 until such date as the Registration is conclusively 
upheld (the “Period of Alleged Infringement”), the Yantai Changyu group of companies would 
likely be able to successfully bring legal proceedings for trademark infringement against other 
PRC wine producers which had used “解百納” in their product labels during the Period of Alleged 
Infringement.

The Group ceased the sale of its Cabernet Sauvignon products under the “通天解百納” name 
in October 2008, and commenced repackaging its Cabernet Sauvignon wine products using a 
different label in Chinese characters. Should the Yantai Changyu group of companies commence 
legal proceedings against the Group for trademark infringement during the Period of Alleged 
Infringement and the defence against such legal proceedings is unsuccessful, the damages which 
may be awarded by the PRC courts under the relevant PRC laws for trademark infringement may 
be in the form of repatriation of profits earned by the subsidiary incorporated in PRC through the 
sale of “解百納” labelled wine products, or the losses suffered by the Changyu Group as a result 
of Group’s infringement during the Period of Alleged Infringement (including any reasonable costs 
incurred by the Yantai Changyu group to stop such infringement).

The management is of the opinion that the profit earned or losses incurred cannot be determined 
and hence the amount of damages shall be not more than RMB500,000 as at 30 June 2011.

On 18 January 2011, the Trademark Approval Board of the SAIC drew the conclusive judicial 
decision that, six wine producers in the PRC are allowed to use “解百納” in their product label. The 
management expects that the possibility of an outflow of resources embedding economic benefits 
for the Group is remote since then.

E_China Tontine_HIR033().indb   41 26/8/2011   9:12:35



 China Tontine Wines Group Limited  Interim Report 201142

Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2011

16.	 Capital Commitments

At At
30 June 31 December

2011 2010
(Unaudited) (Audited)

RMB’000 RMB’000

Capital expenditure in respect of acquisition of property,
  plant and equipment, development of wine estate and
  wine cellar contracted for but not provided in
  the condensed consolidated financial statements 100,510 102,510

Capital expenditure in respect of acquisition of property,
  plant and equipment, development of wine estate and
  wine cellar authorised but not contracted for 189,168 189,168

17.	R elated Parties Transactions

Compensation of key management personnel

The remuneration of Directors and other members of senior management during the Period was as 
follows:

Six months ended
30 June

2011 2010
(Unaudited) (Unaudited)

RMB’000 RMB’000

Short-term benefits 2,394 2,125
Post-employment benefits 55 30
Share based payments 20,868 –

23,317 2,155

The remuneration of Directors and key executives is determined by the Board having regard to the 
performance of individuals and market trends.
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