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INTERIM RESULTS

The board of directors (the “Board”) of Nan Hai Corporation Limited (the
“Company”) hereby announces the unaudited consolidated results of the
Company and its subsidiaries (the “Group”) for the six months ended 30
June 2016 together with the comparative figures for 2015 as follows:

CONDENSED CONSOLIDATED INCOME

STATEMENT — UNAUDITED

For the six months ended 30 June 2016

b E S

Nan Hai Corporation Limited (/812 B R A
a)([rxpal)Esg((E5g )EREME
RAREMBAR([AEER]) EZE2016%6
A30B L6 A 2 RICE G E XE - ER
2015 FZ LLEBFIAT ¢

EERGmE R ER — AEEZ
HZE2016F6 A30H1F61EA

For the six months
ended 30 June

BZ6H30HLL61EA
2016 2015
Notes HK$'000 HK$’ 000
BitsE FTHET T
(Re-presented)
(E7))

Revenue g A 6(a) 2,143,176 1,923,446
Cost of sales and services provided SHE RIRHRE 2 KR (813,440) (721,416)
Gross profit EAR 1,329,736 1,202,030
Other operating income E A A 6(b) 188,156 140,522
Gain on disposal of an associate classified — H&—MD B AR IELEIFRE

as non-current assets held for sale BEZBERNR 2 WS - 165,554
Gain on disposal of an associate HE— Mg ARz s - 1,446
Selling and marketing expenses HERMISHEERY (835,940) (748,122)
Administrative expenses THRAX (249,761) (202,180)
Other operating expenses HEgsE s (296,881) (274,521)
Finance costs BbE R AN 7 (110,954) (211,832)
Fair value change on financial liability BRANBEREREREE

at fair value through profit or loss CRBEAREEED 1,048 (2,292)
Share of results of associates it NI E (8,307) (58,619)
Share of results of a joint venture Eh—REaE RS = (179)
Gain on fair value change on investment & &WE AR BEES 2 W

properties 13 32,986 S
Profit before income tax & FIT 155 B A 8 50,083 11,807
Income tax expense Frig®if 9 (40,488) (5,457)
Profit for the period B REF 9,595 6,350
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CONDENSED CONSOLIDATED INCOME
STATEMENT — UNAUDITED (continued)

For the six months ended 30 June 2016

EBHREEeREER — REEXZ @
HZE2016F6 A30HIE61EA

For the six months
ended 30 June

BZ6H30HL6MEA
2016 2015
Notes HK$'000 HK$’' 000
Bt sE THERT FHET
(Re-presented)
(E31)
Profit for the period attributable to: R AT EEERET
Owners of the Company PiN/NEIEZ =N 6,410 4,060
Non-controlling interests FEPERR S 3,185 2,290
9,595 6,350
HK cent HK cent
AL AL
Earnings per share for profit BRAQBEE AEGEF
attributable to the owners ZEBREF
of the Company during the period
— Basic — B 11(a) 0.009 0.006
— Diluted — 8 11(b) 0.009 0.006

Nan Hai Corporation Limited
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME — UNAUDITED

For the six months ended 30 June 2016

ERFE 2 HENEREK
— REEX

HZE2016F6 A30H1E61EA

For the six months
ended 30 June

BZEZ6H30HL6MEA
2016 2015
HKS$'000 HK$’ 000
FET FHET
Profit for the period B E A 9,595 6,350
Other comprehensive income, Hi2mEka SEENIERAE
including reclassification adjustments
Items that may be reclassified subsequently to HERpEEF BB R IEE ¢
profit or loss:
Exchange differences on translation of BMEBINEBHBRRCELEE
financial statements of foreign operations (60,864) (8,621)
Exchange differences reclassified on disposal REE—ROBRFIELERBEE
of an associate classified as non-current assets ZHENRREN OB IEN =5
held for sale, net of tax (HBRFIE) - (10,299)
Total comprehensive income for the period HIAZEUZEELE (51,269) (12,570)
Total comprehensive income attributable to: LT A TG 2 E US43 ¢
Owners of the Company RARERA (51,423) (12,688)
Non-controlling interests FEERR 154 118
(51,269) (12,570)
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
At 30 June 2016

B AR & B B AR B 3R

201696 A30H

(Unaudited) (Audited)
(REBER) (KEZ)
At 30 June At 31 December
2016 2015
2016 5§ 20154
6H30H 12A31H
Notes HK$'000 HK$'000
f&E T FET
ASSETS AND LIABILITIES BERERE
Non-current assets FRBEE
Property, plant and equipment ME - BE &R 12 3,570,441 3,165,728
Investment properties KEYE 13 232,659 179,372
Prepaid land lease payments under KEME T2 BN TIHEEE
operating leases 24,743 25,521
Interests in associates JiN /NI - 505,628 534,299
Interest in a joint venture R—HAELE ER 2,177 2,160
Loan receivable from an associate RE—HBE AR ZERER 392,725 369,848
Amounts due from related parties eI FE B A B RUB 24(b) 2,957 5,026
Available-for-sale financial assets AHEEZemEE 324 324
Held-to-maturity investment EERIHEE 116,891 155,205
Deposits, prepayments and %e - BRNRER
other receivables H At fE YRR 220,438 213,674
Intangible assets BREE 382,000 223,817
Deferred tax assets BERIEEE 109,033 108,258
Pledged and restricted bank deposits BEMRZREIRITFER 169,233 195,276
5,729,249 5,178,508
Current assets EBEE
Inventories FE 8,090,852 7,188,276
Financial assets at fair value through BARBENEERERE Y
profit or loss SREE 1,412 1,433
Trade receivables EWE FFIR 14 267,072 332,110
Deposits, prepayments and Ee - BREER
other receivables Hofth JEUFRIR 3,038,734 2,208,451
Amount due from an associate P — B AR FIA 530 530
Amounts due from related parties FEURESE N T8 24(b) 37,917 30,707
Pledged and restricted bank deposits B R Z R HIRITER 3,935,762 1,725,537
Time deposits maturing over three months HBilm={E A THER = 12
Cash and cash equivalents BeRERREAR 2,772,288 803,694
18,144,567 12,290,750

Nan Hai Corporation Limited
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CONDENSED CONSOLIDATED STATEMENT OF fHER4r & B IEiRR Rk )
FINANCIAL POSITION (continued)

At 30 June 2016 12016456 H30H
(Unaudited) (Audited)
(REBER) (lLE%)
At 30 June At 31 December
2016 2015
#2016 F R 20154
6H30H 12A31H
Notes HK$'000 HK$'000
BtsE FExT FHET
Current liabilities REBAE
Trade payables [ERE SRR 15 658,907 570,538
Other payables and accruals HibERRIERERTE R 856,033 1,189,056
Receipt in advance and deferred revenue TEU R IE KR FE WA 5,079,394 496,089
Provision for tax THIBE RS 479,928 639,065
Amount due to a director R—ZEEZFE 37,889 14,273
Amount due to a shareholder R—2BERFA = 1
Amounts due to associates YNNI E ] 186,797 197,982
Amounts due to related parties REBENBFIA 24(b) 86,494 103,988
Bank and other borrowings, secured BEEBRTREMER 16 4,222,017 5,059,078
Finance lease liabilities MmEREAE 33,326 13,509
Financial liability at fair value through BARBENERREREZ
profit or loss cRERE 120,541 121,589
11,761,326 8,405,168
Net current assets REBEEFE 6,383,241 3,885,582
Total assets less current liabilities EEAERTHAR 12,112,490 9,064,090
Non-current liabilities FRBEE
Bank and other borrowings, secured AEBEBITLEMER 16 6,863,231 4,968,005
Convertible and exchangeable bonds AR R RRES 17 1,007,099 =
Finance lease liabilities MmEREAE 61,928 29,593
Provision for warranty RIS RS 5,099 5,401
Long term trade payables RUEMNESHIE 15 74,270 68,087
Deferred tax liabilities RIEHBEEE 89,074 76,439
8,100,701 5,147,525
Net assets EESE 4,011,789 3,916,565
EQUITY &
Share capital A& A 18 686,455 686,455
Reserves e 2,668,338 2,555,847
Equity attributable to the RAREEAEGRESR
Company’s owners 3,354,793 3,242,302
Non-controlling interests FERES 656,996 674,263
Total equity ERAHE 4,011,789 3,916,565

INTERIM REPORT 2016
“R-AFE PHRE




CONDENSED CONSOLIDATED STATEMENT OF fHEAZSEERERRK

CASH FLOWS — UNAUDITED — RRREX
For the six months ended 30 June 2016 HZE2016F6 A30H1F61EA
For the six months
ended 30 June
BZEZ6H30HL6MEA
2016 2015
HK$'000 HK$'000
FTERT FHIT
Net cash generated from/(used in) BRSNS/ (FTfE) e F5E
operating activities 2,614,973 (611,572)
Net cash used in investing activities KEESFFER S FE (3,087,873) (482,607)
Net cash generated from financing activities BEEBFTISIR &R 2,484,015 1,065,699
Net increase/(decrease) in cash and cash HekEZERBESEREM
equivalents (R ) 588 2,011,115 (28,480)
Cash and cash equivalents at 1 January BM1A1BZERSRERESIER 803,694 279,877
Effect of foreign exchange rate changes, INETE R BHFReCTE
on cash held (42,521) (8,884)
Cash and cash equivalents at 30 June MR6A30AZRERERRELEH 2,772,288 242,513
Analysis of balances of cash and cash equivalents RE&RZERREEEEH 2O
Cash at banks and in hand RITHEELEFRE 2,772,288 242,513

Nan Hai Corporation Limited
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CONDENSED CONSOLIDATED STATEMENT OF &4 AfRETH xR

CHANGES IN EQUITY — UNAUDITED — RARBEX
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA
Equity attributable to the Company's owners
RLREEAREER
Non-
Share Share Capital General  Exchange Accumulated controlling Total
capital ~ premium reserve reserve reserve losses Total interests equity
ke BBEE  EARE  -BEE  ENRE  EER BE FEREER  ERAE
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TR T TEn TER TR TEn TER TR TR
At T January 2015 R015E1A18 686,455 965,911 191143 177619 592860 (1177,169) 3157112 665231 3822343
Profit for the period BRE - - - - - 4,060 4,060 229 6,350
Other comprehensive income 2 Ehi
Exchange differences on translation AR HEBaR
of financialstatements of LEREE
foreign operations - - - - (6,449) - (6,449) om (8,621)
Bxchange differences reclassified on REE-FIBABELESRD
disposal of an associate classfied as BEIBENTRENIE
non-current assets held for sale JERER - - - - (10,299) - (10,299) - (10,299)
Total comprehensive income for Bh2EhEER
the period - - - - (16,748) 4,060 (12,688) 118 (12,570)
Transfer to general reserve BA-fhEE - - - 20 = (20) = = =
At 30 June 2015 R201556A30A 686,455 965,911 1911436 177,639 576,112 (1173129) 3144424 665349 3809773
At 1 January 2016 RA6E1A18 686,455 965,911 1,911,436 181,122 439175 (942397) 3242302 674263 3,916,565
Profit for the period B - - - - - 6410 6,410 3,185 9,595
Other comprehensive income A2 ERE
Exchange differences on translation BESNSRaERR
of financil statements of LEREE
foreign operations - - - - (57,833) - (57,833) (3,031) (60,864)
Total comprehensive income for BhRERELE
the period - - - - (57,833) 6,410 (51423) 154 (51,269)
Capital contribution generated from TARRURRES
convertile and exchangeable bonds i - - 167,504 - - - 167,504 - 16750
Acquisition of non-controling interests  WEEE A RiER - - (3,590) - - - (3590)  (17351)  (20941)
Dividends paid by a subsidiary mCLIEPGIEEEE
o non-controlling interests %k - - - - - - - (10) (10
At 30 June 2016 201656 A30A 686,455 965,911 2,075,350 181,122 381,342 (935,987) 3,354,793 656,99 4,011,789
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2016

10

GENERAL INFORMATION

The Company is a limited liability company incorporated in
Bermuda. The address of the Company’s registered office is
Canon’s Court, 22 Victoria Street, Hamilton HM 12, Bermuda and
its principal place of business in Hong Kong is 12/F., The Octagon,
No. 6 Sha Tsui Road, Tsuen Wan, New Territories, Hong Kong. The
Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “"Hong Kong Stock
Exchange”).

The Group is principally engaged in culture and media services,
property development, corporate IT application services and new
media.

These condensed consolidated interim financial statements are
presented in Hong Kong dollars (“HK$"), unless otherwise stated.

These condensed consolidated interim financial statements are
unaudited, but have been reviewed by the audit committee of the
Company and approved and authorized for issue by the Board on
25 August 2016.

BASIS OF PREPARATION

These condensed consolidated interim financial statements have
been prepared in accordance with Hong Kong Accounting Standard
("HKAS™) 34, Interim Financial Reporting issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"”) and the
applicable provisions of Appendix 16 of the Rules Governing the
Listing of Securities on the Hong Kong Stock Exchange (the “Listing
Rules”). These condensed consolidated interim financial statements
do not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction with
the consolidated financial statements of the Group for the year
ended 31 December 2015.

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

3.

SIGNIFICANT ACCOUNTING POLICIES

These condensed consolidated interim financial statements have
been prepared on the historical cost basis except for investment
properties and financial instruments classified as available-for-sale
and at fair value through profit or loss which are stated at fair
values. The accounting policies used in the preparation of these
condensed consolidated interim financial statements are consistent
with those set out in the Group’s annual financial statements for
the year ended 31 December 2015.

The HKICPA has issued certain new and revised Hong Kong
Financial Reporting Standard (“HKFRS") that are first effective or
available for early adoption for the current period of the Group.
These new and revised HKFRSs have no significant impact on the
results or the financial position of the Group for current and
pervious accounting periods.

The Group has not applied any new standards or interpretation that
is not yet effective for the current accounting periods.

ESTIMATES

The preparation of interim financial statement requires
management to make judgements, estimates and assumptions that
affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses. Actual
results may differ from these estimates.

In preparing these condensed consolidated interim financial
statements, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2015.

B4R & B B B B AR Y

(%)

HZE2016F6 A30H1E61EA

3.

FESFTEHE

IEBAAR G o AR TS R 3R TH IR R L R AR
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EREAABERESRREC ST
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AR BEREMASBRERSRE
HZE2015F 12831 BItFEZFEH
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Z2015F 12 A3 HILFEZLEA TS
HwEFTERERR -

INTERIM REPORT 2016
“R-AFE PHRE

11



12

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

5.

SEGMENT INFORMATION

The Group identified operating segments and prepares segment
information based on the regular internal financial information
reported to the executive directors for their decisions about
resources allocation to the Group’s business components and for
their review of the performance of those components. The business
components in the internal financial information reported to the
executive directors are determined following the Group’s major
product and service lines.

The Group has identified the following reportable segments:

(@)  Corporate IT application services

(b)  Property development

(c)  Culture and media services

(d)  New media

Information about other business activities and operating segments
that are not reportable are combined and disclosed in “all other
segments”. All other segments included trading of securities,
property management and innovative business.

Each of these operating segments is managed separately as each of
the product and services lines requires different resources as well as

marketing approaches. All inter-segment transfers are carried out at
arm'’s length prices.

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2016 EHZE2016%F6 A30H161EHAH

5. SEGMENT INFORMATION (continued) 5. 2EER @
The segment results for the six months ended 30 June 2016 and 30 HZE2016%6 A30H & 201596 A30H
June 2015 are as follows: IF6EAZHEBZELENT -

For the six months ended 30 June 2016 (Unaudited)
BZ2016%E6A30AIL6fHR (REEH)

Corporate IT Culture
application Property  and media All other
services development services Newmedia  segments Total
REI pqla: fiE
ERRY REHERZ  BERY HEE  Heod @zt

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TR TR TR TR

Revenue 0N
From external customers REHHRF 403,459 570 1,708,891 4,440 25,816 2,143,176
From other segments REEMAH - - - 2,861 1,766 4,627

Reportable and all other U2HRRAEEMA DU
segments revenue 403,459 570 1,708,891 7,301 27,582 2,147,803

Reportable and all other TEFRFAEHMA
segments (loss)/profit before  BRFTSH A1 (K1) /A
income tax (21,403) 14,260 193,047 (81,595) (7,415) 96,894

INTERIM REPORT 2016
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (Continued) (&)
For the six months ended 30 June 2016 HZE2016F6 A30H1IE61EA
5. SEGMENT INFORMATION (continued) 5. oEER

For the six months ended 30 June 2015 (Unaudited)
HZE2015%6 A30 16188 (REER)

Corporate IT Culture
application Property and media All other
services  development services segments Total
RET X{e& i)
ERRYE EmERE EER% Hi 2 st

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TAT THR TAT THBR

(Re-presented) (Re-presented)
(&3 (E3))

Revenue A
From external customers RAHINRE 395,449 105,199 1,401,889 20,909 1,923,446
From other segments KEHM S - - - 1,107 1,107
Reportable and all other A2ERAEEMGD BRA

segments revenue 395,449 105,199 1,401,889 22,016 1,924,553
Reportable and all other AZERAEEMGS B

segments (loss)/profit BRATEHA (B518) R

before income tax (20,537) (101,786) 46,497 (2,919) (78,745)

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

5.

SEGMENT INFORMATION (continued)

The reportable segment assets and liabilities as at 30 June 2016 and
31 December 2015 are as follows:

B4R & B B B B AR Y

(%)

HZE2016F6 A30H1E61EA

5. oEER

M201646 A30H KX 2015412 A 31 H

ZRAIZHmMOREERAGBNT

At 30 June 2016 (Unaudited)

R2016%6 A30 B (REER)
Corporate IT Culture
application Property  and media All other
services  development services  New media segments Total
RET p¢lq: k]
ERRY REHERR EBRRY MR Rt ast
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
THR THAR THER THER THR THR
Reportable and all other T2RRAE
segments assets HtpBEE 1,076,597 12,596,749 6,313,484 136,664 639,333 20,762,827
Reportable and all other TERKFE
segments liabilities Aty A HEE (525,150)  (9,658,587)  (4,967,977) (25,344) (40,186)  (15,217,244)
At 31 December 2015 (Audited)
M2015F 12 A31 B (EEH%)
Corporate IT Culture
application Property  and media All other
services  development services segments Total
rEm p¢ld: i)
ERRYE RFHERE  BERE  Hto® st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT TERT FERT TET T
Reportable and all other 2HRKEMA
segments assets Hiv D HEE 1,122,300 9,913,978 4,681,308 664,353 16,381,939
Reportable and all other 2BRAE
segments liabilities HitpHaE (560,869)  (4,170,921)  (3,840,259) (30,175)  (8,602,224)
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A
INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA
5. SEGMENT INFORMATION (continued) 5. DEpER @)

AEBEEDMEB2I 2 BBERNE
BRAEREA PR BHERRENN 2 E
EMBHFHROT ¢

The total presented for the Group’s operating segment results are
reconciled to the Group's key financial figures as presented in these
condensed consolidated interim financial statements as follows:

(Unaudited)
(REEZ)
For the six months
ended 30 June

BZ6H30HL6MEA
2016 2015
HK$'000 HK$’ 000
FHEx FAT
(Re-presented)
(&%)
Reportable segment revenue A2, HEWA 2,120,221 1,902,537
All other segments revenue Fr A Efth 55 BRICA 27,582 22,016
Elimination of inter-segment revenue 7 BB A KT 85 (4,627) (1,107)
Group revenue REBWA 2,143,176 1,923,446
Reportable segment profit/(loss) before A2/ ERETEBATEF(E51E)
income tax 104,309 (75,826)
All other segments loss before income tax Fir B Ho b 53 &R BR A5 75 Al 5 18 (7,415) (2,919)
Bank interest income RITHBUA 13,234 14,189
Other interest income E b A B ULA 2,923 1,915
Interest income on financial assets not at FRANBERNERERE
fair value through profit or loss TRVEE A BIA 16,157 16,104
Depreciation and amortisation e R (1,877) (546)
Finance costs BhE A (14,602) (49,363)
Share of results of associates BB E R AEE - (3,053)
Gain on disposal of an associate HE—HYEARELE
classified as non-current assets EMBNE E 2B ARz a
held for sale - 165,554
Gain on disposal of an associate & — R E A R 2 e - 1,446
Unallocated corporate expenses ROBLEMXT (46,489) (39,590)
Profit before income tax BRETS BT & 7 50,083 11,807

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (Continued) (5)

For the six months ended 30 June 2016 HZE2016F6 B3081F61EA8

6. REVENUE AND OTHER OPERATING 6. WAREMEBEKRA — XK
INCOME — UNAUDITED BEZ
(a) This represents revenue from its principal (a) EEXEBEFEEB 2T

activities as set out below: KIFUR A :

For the six months
ended 30 June

BZ6H30H16MEA
2016 2015
HK$’'000 HK$'000
FET FHET
(Re-presented)
(E7))
Sales of properties and car parks YRRk 570 105,199
Corporate IT application services T EARE 403,459 395,449
Property management services Y E IR 25,816 20,909
Culture and media services AL B EIE RS 6,014 19,558
Cinema ticketing income ZEEIA 1,410,949 1,202,763
Confectionery sales SHERR 196,802 177,683

Publication of magazines and H R R E S WA

advertising income 4,440 -
Sales of projection equipment MRS 23,979 =
Online ticketing sales services W ERBIHE R 71,147 1,885
2,143,176 1,923,446

INTERIM REPORT 2016
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 EHZE2016%F6 A30H161EAH
6. REVENUE AND OTHER OPERATING 6. WAREMEZEIA
INCOME — UNAUDITED (continued) — KRB )
(b) Other operating income: (b) E&ZEWA -
For the six months
ended 30 June
HZE6H30HIL6MEA
2016 2015
HK$'000 HK$'000
FHET FET
(Re-presented)
(E7)
Bank interest income IRITR B WA 31,370 35,847
Other interest income HanF B U A 28,759 20,809
Interest income on financial assets not at ~ FEIR AR BERERERE Y
fair value through profit or loss SRMEEZFBUWA 60,129 56,656
Exchange gain AINE W 2 2,518 1,083
Rental income el A 7,256 6,718
Government grants BT 15K 17,589 23,477
Cinema advertising income T EERA 48,865 19,156
Sundry income HIEUA 51,799 33,432
188,156 140,522

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 H=2016F6 A30H1L61EA
7. FINANCE COSTS — UNAUDITED 7. BERER — REEX
For the six months
ended 30 June
BZ6A30HL6MEA
2016 2015
HK$°000 HK$'000
FHET FHET
Interest on bank and other borrowings RITREAMEE ZFIE 357,044 309,372
Finance costs on finance from a third party RE—BEB-FREZBEKR - 2,141
Interest on finance leases BEREFE 2,901 35
Total finance costs on financial liabilities AR EERNERREE
not at fair value through profit or loss TRAEIBEKNETE 359,945 311,548
Less: Amount capitalised to properties B RERTMEREREIR
under development and construction Bz &%
in progress (248,991) (99,716)
110,954 211,832
8. PROFIT BEFORE INCOME TAX — 8. BRATBHBAIERN — REHE
UNAUDITED ¥
For the six months
ended 30 June
BZ6HA30HLL6MEA
2016 2015
HK$'000 HK$'000
FET FHT
Profit before income tax is arrived BRFTS B RDE N TH & HIBR T 51
at after charging: FEIHBEH -
Amortisation of intangible assets other BRETEIN B8 E#
than goodwill 7,689 5,352
Depreciation of property, plant and equipment #% - E R ZEITE — BBELE
— owned assets 224,804 206,684
Depreciation of property, plant and equipment )% - iE RREITE —HEEE
— leased assets 2,766 332
Operating lease charges on prepaid land lease &K&HET BN L HHEE 263 276
Write-off of property, plant and equipment ME - R MR 4,113 3,501

INTERIM REPORT 2016
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 HE2016F6 8308 1F6MEA
9. INCOME TAX EXPENSE — UNAUDITED 9. FIBHMAX — REEX
For the six months
ended 30 June
BZ6H30HIL6{EA
2016 2015
HK$'000 HK$'000
FHET FHIT
The income tax expense comprises: FRBiAx 815 :
Current tax AHEAFR I8
— Hong Kong Profits Tax — BBENEM
Tax charge for the period REAFRIE S 5,724 5,500
— The People’s Republic of China (“PRC") —HhEARAME ([HE])
Enterprise Income Tax (“EIT") EMREH ([REMET])
Tax charge for the period REAFRIE S 30,571 2,985
Qver-provision in prior years LAEFE AR = (1,803)
36,295 6,682
Deferred tax EEFIA
— Charge/(Credit) for the period — AR, (GEA) 4,193 (1,225)
40,488 5,457
For the six months ended 30 June 2016, Hong Kong profits tax has HE2016F6 A30B8 1F6EA - &EF|
been provided at the rate of 16.5% (six months ended 30 June B TIE B ANEETERB S A L 16.5%
2015: 16.5%) on the estimated assessable profits for the period. (Bl 20156 A3081F61EA : 16.5%)
2R R -
For the six months ended 30 June 2016, PRC EIT has been provided HZE2016E6 308 IF61@ A + B IEM
on the estimated assessable profits of subsidiaries operating in BATIFERMEREERTE - ZAAF
Mainland China at 25% (six months ended 30 June 2015: 25%), Bl APER S 7B AT E gt E st FESR
unless preferential rates are applicable in the cities where the B FI%25% (B E2015%F 6 A30H1E6
subsidiaries are located. EA :25%) 2 EELPBEDCEMER
i o

Nan Hai Corporation Limited

FEERERAT




NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

10.

1.

12.

DIVIDEND

No dividend was paid or declared during the six months ended 30
June 2016 (six months ended 30 June 2015: Nil).

EARNINGS PER SHARE — UNAUDITED
(a)

The calculation of basic earnings per share is based on the
profit for the period attributable to the owners of the
Company of HK$6,410,000 (six months ended 30 June 2015:
HK$4,060,000) and on 68,645,535,794 (six months ended 30
June 2015: 68,645,535,794) ordinary shares in issue during

the periods.

Diluted earnings per share for the six months ended 30 June
2016 and 30 June 2015 was the same as basic earnings per
share as there was no potential dilutive ordinary share in issue
during the periods.

PROPERTY, PLANT AND EQUIPMENT —
UNAUDITED

During the six months ended 30 June 2016, the Group acquired
property, plant and equipment with a total cost of HK$658,103,000
(six months ended 30 June 2015: HK$614,359,000).

During the six months ended 30 June 2016, property, plant and
equipment with net carrying amount of HK$4,113,000 (six months
ended 30 June 2015: HK$3,501,000) were written off by the
Group.

B4R & B B B B AR Y

(%)

HZE2016F6 A30H1E61EA

10.

1.

12.

Iz =

HZE20165%6 A30H 1E61E A I &R
s EREMARE(HZ=2015%6 A30H
lF6MEA : &) -

BRERN — REEX

(@ BRERBHIVEAQGIEES AR
165 B8 79 %% F6,410,00078 L (8 &
201546 A308 61 A : 4,060,000
BX)RMBHARAEBRITEARER
68,645,535,794 % (B = 2015%F 6 A
30H IL61E A : 68,645,535,794 %)

RPN 52 [ A W {8 A ) 3 A A ] &
BEEEZETBRBITEN - K
#H =2016F6 A30H M2015%6
A30R1E6MEA SR SR T &
EREARZFER -

EFx

HZE2016F6 A30HIF6MAA  A"&EH
LARK 2N 48 %8 658,103,000 76 7T (B & 2015
F6H3081E61EA : 614,359,000787T)
WHEME « BE KRR -

HZE2016F6 A30B L6 A A&EH
W BREE(E 4,113,000/8 T2 W% - B
B R E(EE2015F6 A308 1L61E A :
3,501,000 7T) °
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NOTES TO CONDENSED CONSOLIDATED A4S P EAR R
INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 EHZE2016%F6 A30H161EAH

13. INVESTMENT PROPERTIES — UNAUDITED 13. REWE — A& EX

30 June
2016
2016
6 H30H
HK$'000
FHET
Fair value AREE
At 1 January 2016 R2016F1A1H 179,372
Transfer from completed properties held for EEKEEMEBRAINEYE
sale to investment properties 20,301
Fair value change NABEEE) 32,986
At 30 June 2016 7201656 530 H 232,659
The fair value of the Group’s investment properties at 30 June 2016 AEBEREMENR2016F6 A30AZA
has been arrived at on market value basis carried out by JF&3I[Tttt BB TR IE R E R R T B £ 3
i i B b E ST A B R A BldE 2 A A], an independent valuer EHEFGHEERARIL RS RARIEME
who holds a recognised and relevant professional qualification and EBET 2B UAEMFAREH
has recent experience in the location and category of the EXER OHTAEVIRREMERE
investment property being valued. B R AE R B85 o
Management has reviewed the independent property valuation and ERECHBEIYEMEETSEN I
compared it with its own assumptions, with reference to BrEBEEERRELE S ER2EH
comparable sales transaction data where such information is AELREERHHBECAFER R
available, and has concluded that the independent property RASBREMFEMEE 2B IMEME
valuation of the Group’s investment property portfolio is B o
reasonable.

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

14. TRADE RECEIVABLES

Trade receivables are due on presentation of invoices. Based on the
invoice dates, the ageing analysis of the trade receivables is as

B4R & B B B B AR Y

(&)
HZE2016F6 A30H1E61EA

14. EWE ZRIE

FEWE 5RIANH REZRFEH - B
BHHRBREZ B MEL ZREKE DT

follows: T

(Unaudited) (Audited)

(REBER) (&%)

At 30 June At 31 December

2016 2015

2016 F R 20154

6H30H 12H31H

HK$'000 HK$'000

FExT FET

0-90 days 0-90 H 184,677 299,137
91-180 days 91-180H 21,609 13,148
181-270 days 181-270 H 46,087 10,298
271-360 days 271-360 H 7,669 4,854
Over 360 days #HiB360 H 27,976 26,313
Trade receivables, gross JEWE SFIAER 288,018 353,750
Less: Provision for impairment of receivables A EREIERE R (20,946) (21,640)
Trade receivables, net JEWE SR F58 267,072 332,110
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (4)
For the six months ended 30 June 2016 H=2016F6 A30H1L61EA
15. TRADE PAYABLES 15. BN EZRIE
Based on the invoice dates, the ageing analysis of the trade FENEB ST EEREAMBER ZBR®RD
payables is as follows: o
(Unaudited) (Audited)
(REER) (&%)
At 30 June At 31 December
2016 2015
H2016 F R 20154
6H30H 12A31H
HK$'000 HK$'000
FHERT FHT
0-90 days 0-90 A 451,063 363,988
91-180 days 91-180H 78,884 37,549
181-270 days 181-270H 62,892 72,375
271-360 days 271-360 H 33,750 40,092
Over 360 days @360 H 106,588 124,621
Trade payables JENE SF0E 733,177 638,625
Less: Non-current portion of trade payables B RTAEREBEHD 2N
Z 530 (74,270) (68,087)
Current portion of trade payables ARBEERY CENESRIA 658,907 570,538

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA
16. BANK AND OTHER BORROWINGS, 16. FEARTREMEE
SECURED
At 30 June 2016, the bank and other borrowings of the Group 201656 A30H » REEZRITRE
were repayable as follows: EEARATFHERER :
(Unaudited) (Audited)
(RBER) (&%)
At 30 June At 31 December
2016 2015
#2016 F 2015 F
6H30H 12A31H
HK$'000 HK$'000
FHERT FHT
On demand or within one year REXRSH—FR 4,222,017 5,059,078
In the second year F-F 606,964 537,823
In the third to fifth years F-FEFREF 6,256,267 4,430,182
Wholly repayable within five years BREFRBHER 11,085,248 10,027,083
Less: Portion due on demand or within B ARB A ERE K
one year under current liabilities R—FRNEEZ &5 (4,222,017) (5,059,078)
Portion due over one year under FAERBEEN—FUL
non-current liabilities Bz & D 6,863,231 4,968,005
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

IGEEE Sl -y S E
(%)
HZ=2016%F6 4308 1L61EA

17. CONVERTIBLE AND EXCHANGEABLE 17. TR R OIRBESE — K

PAS

BONDS — UNAUDITED

An indirect wholly-owned subsidiary of the Company (the “Issuer”),
issued 1.95% convertible and exchangeable bonds with a principal
amount of approximately HK$1,168,907,000 on 15 June 2016
("Issue Date”). The bonds are denominated in Renminbi and are
secured by the certain shares of an indirect wholly-owned subsidiary
of the Company. The bonds mature two years from the Issue Date
(“Maturity Date”) at their principal amount or can be converted
into new issuer shares representing approximately 4.76% of the
enlarged issued share capital of the Issuer or exchanged into 100%
of a subsidiary direct wholly-owned by the Issuer. From the
conversion or exchange date (“Equity Date”) up to two years and
90 days following the Equity Date, the bondholder has an option
(“Put Option”) to request the Company to purchase all of the
shares at a price that will yield an internal rate of return of 5.50%
per annum on the subscription amount after the occurrence of
certain events. Prior to the third anniversary of the Issue Date and
following the Maturity Date, unless otherwise redeemed by the
bondholder pursuant to the terms of the bonds, the Company is
only obliged to repay the bonds when requested by the bondholder
and shall be obliged to continue to pay interest during the period
between the Maturity Date and the Equity Date or when the bonds
are redeemed pursuant to the terms of the bonds.

The fair values of the liability component and the equity conversion
component were determined at the issuance of the convertible and
exchangeable bonds. The fair value of the liability component,
included in non-current liabilities, was calculated using a market
interest rate for an equivalent non-convertible bonds. The residual
amount, representing the value of the equity conversion
component, is included in shareholders’ equity net of deferred
income taxes. After taking into account of a valuation by an
independent professional valuer, the Company’s directors are of the
view that there is no commercial value for the Put Option.

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 H=2016F6 A30H1L61EA
17. CONVERTIBLE AND EXCHANGEABLE 17. TR RARBES — K
BONDS — UNAUDITED (continued) REZ )
The convertible and exchangeable bonds recognised in the MBI SRR ER 2 Al PR [ A] &2 #a
statement of financial position is calculated as follows: BEHFTENT :
At 30 June 2016
H2016 &
6 A30H
HK$’000
FTHERT
Face value of convertible and exchangeable REBITAEEIT 2 AT R &
bonds issued on Issue Date Al HE S 7 E{E 1,168,907
Equity component EmED (167,504)
Liability component on initial recognition RETHBER 2 BESS
at Issue Date 1,001,403
Interest expense FERS 5,782
Exchange difference fEH =5 (86)
Liability component at 30 June R6A30HZEERS 1,007,099
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA
18. SHARE CAPITAL 18. B2
Number of
ordinary
shares of
HK$0.01 each HK$'000
BREE
00182
EBEREE FTEx
Authorised: EERRR
At 1 January 2015, 20151418 »
31 December 2015 (audited) and 2015412 A31 B (&F%) &
30 June 2016 (unaudited) 2016 F 6 A 30 H (RBEXK) 500,000,000,000 5,000,000
Issued and fully paid: ERTRMERE
At 1 January 2015, 20151418 -
31 December 2015 (audited) and 20154F12 A31 B (&%) &
30 June 2016 (unaudited) 2016 6 A 30 B (RREK) 68,645,535,794 686,455
19. BUSINESS COMBINATIONS 19. RSO
During the six months ended 30 June 2016, the Group acquired HZE2016F6A30R6M@A  A%H
equity interest of two companies owned by independent third WHERBYE = HEcMBERF 2K
parties. o
The Group’s business combinations are detailed as follows: REEEBEHZFBOT
(i)  For the six months ended 30 June 2016, the Group completed (i) #H =201656H3008 1t6fE A
the acquisition of 100% equity interest in B 514 F AR @ 5 REER2016F 118 ([UEH
£ R 2 7] ("Jiayu”) on 1 January 2016 (the “Acquisition MR EEER W REES
Date”). Jiayu is a company incorporated in the PRC and is BRAF ([ ])100% I - =i
principally engaged in cinema operation. The Group will REPEEMK 2 A FER)
expand its presence in Chongging through this acquisition. Eb e o REEBBIL WS

EEEBRAMR -

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 H=2016F6 A30H1L61EA
19. BUSINESS COMBINATIONS (continued) 19. ¥ &6t
(i) (Continued) (i) &
The fair values of the identifiable assets and liabilities of Jiayu SRR HENEERBERIKEB S
as at the Acquisition Date were as follows: ZAREERT :
(Unaudited)
(REEZX)
Fair value
AREE
HK$'000
FET
Property, plant and equipment ME - WE LB 28,790
Intangible assets BmEEE 14,902
Trade receivables (note (c)) FEW B 5 3R (T () 1,980
Amount due from a related party FEUR —EIREE R RIFUE 839
Deposits, prepayments and other receivables & FEFIEREMERGRIE
(note (c)) (F5E () 34,937
Cash and cash equivalents ReERERRELIEE 7,733
Inventories FE 58
Trade payables FERTE SRR (10,946)
Other payables and accruals HihEN BN ETE R (18,838)
Amount due to a related party FES—ME R TRIR (4,038)
Receipts in advance and deferred revenue TR IE RARIE A (10,080)
Deferred tax liabilities BEXERIEBE (3,793)
Provision for tax TIBEE (635)
Total identifiable net assets at fair value BARBEFERHBNEEFHEZHE 40,909
Goodwill (note (b)) 2 (M= (b)) 41,815
Fair value of consideration (note (a)) REBEZAREBE(HE@Q) 82,724
Total consideration BRE (82,724)
Purchase consideration payables ENEENRE 8,627
Purchase consideration settled in cash LIRS ENBERE (74,097)
Add: Cash and cash equivalents in subsidiary meWENBARZIEERER
acquired ReEE 7,733
Net cash outflows REMEFRE (66,364)
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

19. BUSINESS COMBINATIONS (continued)

Notes:

(i)
(a)
(b)
(@]
(d)
(e)
(ii)

(Continued)

Pursuant to the sale and purchase agreement, the consideration for
the acquisition is a cash of RMB68,992,000 (equivalent to
approximately HK$82,724,000).

The goodwill arising from the acquisition of Jiayu represents the
synergetic effect by enabling the Group to expand its cinema
coverage in a more efficient and cost-effective manner by taking
the advantages of Jiayu’s existing customer network in Chongging.

None of these receivables was impaired and it was expected that
the full contractual amounts could be collected.

The Group incurred transaction cost of HK$237,000 for the
acquisition which have been expensed and recognised as
administrative expense in the profit or loss for the six months
ended 30 June 2016.

Jiayu contributed revenue of HK$20,456,000 and net profit of
HK$4,551,000 to the Group since the Acquisition Date to 30 June
2016.

For the six months ended 30 June 2016, the Group completed

the acquisition of 100% equity interest in & E & i E
BRAR] ("Xiongdu”) on 29 February 2016 (the “Acquisition
Date”). Xiongdu is a company incorporated in the PRC and is
principally engaged in cinema operation. The Group will
further expand its presence in Chongging through this
acquisition.

Nan Hai Corporation Limited
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(%)

HZE2016F6 A30H1E61EA

19. ¥
(i)

(i)

(b)

Bastw

REEEHE WESEZRER
B4 AR#68,992,0007T (HHER
4782,724,000# 7T) °

WBRHELZHE  HEAKE
fEMEMCERRAEEPBLE U
FARKRKAY G 2T AR ER
FhEEREEL Z HRME

ZERBFRLERE - BHEH
SRMGA2HKE -

REEGRWBSEELEZ R FRAE

2370008 T E X WREZE

20166 A30 R L6 EA ZIBREE
RATHAX

AU A =201646 A30H
It ZHERAEEF B R
20,456,000 T K & F| % %8
4,551,000 7T °

#H E2016F6 A30H 1t61E A -
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NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2016 H=2016F6 A30H1L61EA

19. BUSINESS COMBINATIONS (continued) 19. ¥% &6t

(ii) (Continued) (ii) &
The fair values of the identifiable assets and liabilities of IEES A A E E R B ER UK A B
Xiongdu as at the Acquisition Date were as follows: ZAREBENT
(Unaudited)
(REESEZ)
Fair value
AREE
HK$'000
FET
Property, plant and equipment WE - BER&E 23,382
Intangible assets BmLEE 8,988
Trade receivables (note (c)) FENE 5 5kIE (FFE () 1,978
Deposits, prepayments and other receivables Re - TARNRIE R E R IE
(note (c)) (Ft3E(c)) 5,952
Cash and cash equivalents RekERREER 2,076
Inventories FE 218
Trade payables FERTE 5 5/I8 (5,776)
Other payables and accruals E At eI RIB R IERTE A (20,955)
Receipts in advance and deferred revenue AU R IE R AE A (6,026)
Deferred tax liabilities ELERIRAE (2,505)
Total identifiable net assets at fair value BRAREEFENBNEEFHE  BE 7,332
Goodwill (note (b)) BEICIEIL)) 76,131
Fair value of consideration (note (a)) REzZAAEBEFE®Q) 83,463
Total consideration HRAE (83,463)
Purchase consideration payables ERBEERE 8,704
Purchase consideration settled in cash NIRESERZBEERE (74,759)
Add: Cash and cash equivalents in subsidiary m: WENBARZIRERER
acquired REIEE 2,076

Net cash outflows W& FEE (72,683)
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

19. BUSINESS COMBINATIONS (continued)
(ii) (Continued)

Notes:

(a)

(b)

()

(d)

Pursuant to the sale and purchase agreement, the consideration for
the acquisition is a cash of RMB69,608,000 (equivalent to
approximately HK$83,463,000).

The goodwill arising from the acquisition of Xiongdu represents the
synergetic effect by enabling the Group to further expand its
cinema coverage in a more efficient and cost-effective manner by
taking the advantages of Xiongdu's existing customer network in
Chongging.

None of these receivables was impaired and it was expected that
the full contractual amounts could be collected.

The Group incurred transaction cost of HK$131,000 for the
acquisition which have been expensed and recognised as
administrative expense in the profit or loss for the six months
ended 30 June 2016.

Xiongdu contributed revenue of HK$4,679,000 and net loss of
HK$2,922,000 to the Group since the Acquisition Date to 30 June
2016. Had the acquisition occurred on 1 January 2016,
consolidated revenue and consolidated profit for the six months
ended 30 June 2016 would have been HK$2,149,874,000 and
HK$10,100,000 respectively.

During the six months ended 30 June 2015, the Group acquired
equity interest of a company owned by an independent third party,
which are detailed as follows:

The Group

entered into a sale and purchase agreement in respect

of the acquisition of 100% equity interest in &5 & £ BHLEE (b

R)ER A

7] (Digicine Oristar Technology Development (Beijing)

Company Limited) (“Oristar”), which is a company incorporated in
the PRC, on 25 May 2015. Oristar is principally engaged in sales of
movie projection equipment and provision of digital media
technology services. The acquisition was completed on 1 June 2015
(the "Acquisition Date").

Nan Hai Corporation Limited
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19.

¥KkE6te
(ii)

REEEHE WESEZRER
8¢ AR # 69,608,000 7T (HHE H
4783,463,000# 7T) °

WHEEELE 2 A E - HEAKE
Gz ERRAEPBLE - WA
FARKRKAY G 2T AR ER
FhEEREEL Z HRME

(b)

ZERWHRIL ERE - FHAL
SEE2EEM -

AEBMBWBEEEE Z X HHRA
131,000 TE X WREBE
2016 6 530 L6 1EA ZIBHEE
HRATEAX -

B Uk RS B HE#E 201656 A30H
b MO AANE BT/ S
4,679,000/ 7T % E518$582,922,000
B IT o WU BE FIEM2016F 1 A1
BT BE 201656 A30H 1F6
AR Z R A B R A EFE D B
#2,149,874,0007% 7T % 10,100,000
BT °

HE2015F6 300 1F6AA  "&EH

W — BB H A2 AT 2B
o REmT

MR2015F 58250  AXEBFEEW
FARBRPBREMARZHEBERER
FERULR)BERARATRERFED
100% K#  REBEFTERFHES
PR B R IR BT BB R RS -
WS ETER 2015F6 A1B(TWREERE D
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NOTES TO CONDENSED CONSOLIDATED

For the six months ended 30 June 2016

19. BUSINESS COMBINATIONS (continued)

The fair values of the identifiable assets and liabilities of Oristar as

BE Sk p 2 E
INTERIM FINANCIAL STATEMENTS (continued) ()

HZE2016F6 A30H1E61EA

19. ¥BE 6t

REMZA BRI EERBENKEE A H

at the Acquisition Date were as follows: ZARBEDT
(Audited)
(fe&E%)
Fair value
AREAE
HK$'000
FAT
Property, plant and equipment ME - BB K& 4,395
Intangible assets BEEE 51,297
Long term trade receivables REVEWE 558 57,891
Inventories FE 27,885
Trade receivables (note (c)) FEUE 5 5138 (FE () 23,813
Deposits, prepayments and other receivables RE -~ TARRRIE R E it KRR IE
(note () (BtEE () 10,590
Cash and cash equivalents Be kERREIER 4,595
Trade payables FENE 55/I8 (66,781
Other payables and accruals HAh A RIE R e B R (62,555
Long term trade payables REERE SHHIE (41,420
Bank and other borrowings RITREMEE (5,896
Deferred tax liabilities EIERTEAG (10,547
Provision for warranty RIS (5,208
Total identifiable net liabilities at fair value BARBETER G BEFB I AE (11,941
Goodwill (note (b)) 2 (5L (b)) 11,941
Fair value of consideration (note (a)) REZAREE(HE@E) S
Purchase consideration settled in cash NEeBNcBERE -
Add: Cash and cash equivalents in subsidiary e WENB AR ZIRE RER
acquired REIAE 4,595
Net cash inflows RERNFEE 4,595

INTERIM REPORT 2016
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

19. BUSINESS COMBINATIONS (continued)

Notes:

(a)

Pursuant to the sale and purchase agreement, the consideration for the
acquisition is RMB1 (equivalent to HK$1) which was satisfied by cash.

The goodwill arising from the acquisition of Oristar represents the
synergetic effect by enabling the Group to have its source of movie
projector for the cinema segment in a more efficient and cost-effective
manner by taking the advantages of Oristar’s trading business and services
related to the movie projector market in the PRC.

The fair value and the gross amount of trade receivables and other
receivables amounted to HK$23,813,000 and HK$10,590,000
respectively. None of these receivables was impaired and it was expected
that the full contractual amounts could be collected.

The Group incurred transaction cost of HK$62,000 for the acquisition
which have been expensed and recognised as administrative expense in
the profit or loss for the six months ended 30 June 2015.

Oristar contributed revenue of HK$1,885,000 and net loss of
HK$2,283,000 to the Group since the Acquisition Date to 30 June 2015.
Had the acquisition occurred on 1 January 2015, consolidated revenue
and consolidated loss for the six months ended 30 June 2015 would have
been HK$1,971,877,000 and HK$6,788,000 respectively.

Nan Hai Corporation Limited
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19. ¥BE 6t

GEE

(a)

(b)

()

(e)

REEEWZ  WEERIRERARK
1R (EERGVET) » TDABRSEN -

WIREMREEZHE  EEAEEE
PREMBEERTEEZRETHZES
EBRRYE  NEARERKARRE LT
AR BRHEEZRTBRERMES
Z iR -

FEUR ] 5 508 I AL A AR SRR 2 AR (B E
R #2585 511 723,813,000 7T 2 10,590,000
BT RERUHRIEGERE  BHEY
SRS A 2B -

AEBMBUEEFIHEEE 2 X HKA 62,000
BB X WHREBE2015F6A30H
IF6EAZIBERERATHAX -

BB RBEZ2015F6A30R 1 K
ERREmAEE R K 1,885,000%
TC K 51858 2,283,000 7T © B =
ER2015F1 B 1 H#ETT - HE2015%6
A3081t6@AZEEKREREEEER
7 Bl A& 1,971,877,000 %8 7T & 6,788,000 74
T e



NOTES TO CONDENSED CONSOLIDATED fERA4R S P HI BT RS SRR M

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 H=2016F6 A30H1L61EA
20. CAPITAL COMMITMENTS 20. EAREIE
At 30 June 2016, the Group had outstanding capital commitments 1R2016F6 A30H » "&EBEA TIIXRZ
as follows: REARAPE -
(Unaudited) (Audited)
(RBER) (&%)
At 30 June At 31 December
2016 2015
2016 F 20154
6H30H 12A31H
HK$'000 HK$'000
FTHET FiET
Contracted but not provided for in BETHEAREE
respect of:
— renovation work — B IRE 52,569 68,581
— expansion of cinema business — BRI ES 373,465 414,189
— acquisition of a subsidiary — WiE—RARE AR 943,579 847,769
1,369,613 1,330,539
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o . LT 35




NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA
21. CONTINGENT LIABILITIES 21. AAREE
Guarantees given in connection with credit facilities granted to/ RTINS HEREERE BEKD
guarantee payment recoverable from: ZRBEDIRAEL 2 BER
(Unaudited) (Audited)
(RBEK) (&%)
At 30 June At 31 December
2016 2015
#2016 F R 20156
6H30H 12A31H
HK$'000 HK$'000
TExT THET
Associates (note (a)) B NE (M3 Q) 3,311,371 3,169,178
Third parties (note (b)) % =7 (FIEE (b)) = 18,904
3,311,371 3,188,082
Notes: MRk
(@)  There have been no material developments in pending litigation against (@ HWMAEBEEE2015F12A31BLEFE
Banco de Oro Unibank (branded as BDO) (formerly known as Equitable ZEERERMISIRERTRE - 3
PCI Bank Inc. and then as Banco de Oro-EPCI Inc.) (“Banco UniBank”), a 22 $R7TBanco de Oro Unibank (7% BDO)
Filipino bank, and Waterfront Philippines Inc. (“Waterfront”), a Filipino ( A f8Equitable PCI Bank Inc. * £ 1% 78 &
company, as disclosed in the Group’s annual audited financial statements Banco de Oro-EPCI Inc.) ([Banco UniBankJ)
for the year ended 31 December 2015. Due to the pending litigation, the & — fd JE 2 & 2 7] Waterfront Philippines
Group is not able to obtain any updated indebtedness information from Inc. ([Waterfront]) 2 55 R 5 7A N0 8 &5 K3
Banco Unibank. Given the foregoing limitation, it is estimated that the & o RERERRL - AN B SR EUS Banco
outstanding balance of the total indebtedness owing to Banco Unibank Unibank Z B3 EHSE K} o SR LR &l -
was approximately US$2,347,000 (equivalent to approximately DEBENTIN 201646 A 30 A 2 REE
HK$18,188,000) by reference to the unaudited financial statements of the B » {E5T Banco Unibank & R (&18
associate as at 30 June 2016. M 2 RIERAERRKY 2,347,000 T (FEE
7% 18,188,000 7T) °
(b)  Up to the reporting date of this condensed consolidated interim financial (b) EHERERGETFHAVBRER 2REDE
statement, information of the outstanding balance of the indebtedness of BN AEBEHE2015F12A31HILEFE
the ICBC Loan (as defined in the Company’s 2015 annual report) (“ICBC 2 EERBEZMEREREE - Zﬁ’i.ﬂ
Indebtedness”) disclosed in the Group’s annual audited financial EREBEMEBICBCER(EERAR
statements for the year ended 31 December 2015 for ascertaining the fair 2015 F F#R) ([ICBCEIE ) R EERE IE
value of the guarantee for ICBC Indebtedness has yet been available. M ER UREBEEERZAABE-
Given the foregoing limitation, it is estimated that there was no EE R Lt IR $l - 2 % Acesite (Philippines)
outstanding ICBC Indebtedness by reference to the published financial Hotel Corporation Inc. /220166 A30HE.
information of Acesite (Philippines) Hotel Corporation Inc. as at 30 June T 2 B AR - Rt BAERRERE 2
2016. ICBC {578 -

Nan Hai Corporation Limited

el TEERERAR




NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

22. CREDIT FACILITIES

At 30 June 2016 (unaudited) and 31 December 2015 (audited), the
Group's credit facilities were secured by the following:

(a)

charge over interest in prepaid land lease payments under
operating leases with a net carrying value of approximately
HK$24,546,000 (31 December 2015: approximately
HK$25,318,000);

charge over certain buildings with a total net carrying value of
approximately HK$552,135,000 (31 December 2015:
approximately HK$580,958,000);

charge over certain properties under development and
completed properties held for sale with a total carrying value
of approximately HK$2,984,487,000 (31 December 2015:
approximately HK$3,347,961,000);

charge over certain investment properties with a total fair
value of approximately HK$232,659,000 (31 December 2015:
approximately HK$145,009,000);

charge over certain financial assets at fair value through profit
or loss with a net carrying value of approximately HK$152,000
(31 December 2015: approximately HK$146,000);

pledge of 11,162,999,000 (31 December 2015: 11,162,999,000)
shares in Sino-i Technology Limited (”Sino-i"), a listed
subsidiary of the Company, held by the Company indirectly in
favour of certain securities brokers and a financial institution,
the total of which represents approximately 89.19% (31
December 2015: approximately 89.19%) of total interest of
the Company in Sino-i. The market value of such listed shares
as at 30 June 2016 was approximately HK$1,261,419,000 (31
December 2015: approximately HK$1,317,234,000);

B4R & B B B B AR Y

(%)

HZE2016F6 A30H1E61EA

22. EEmE
R2016% 6 A30H (R&FEH#%) k2015
F12A31H(EFEZ) AEEZZE/M
EATRY BRI -

(a)

HECERENFE(E A A 24,546,0008 7T
(2015412 A31H : #725,318,000
BT ZEERETN 2N LA
BB

W BREFEA H£4/5 552,135,000
JT(2015412 A31 H © #7580,958,000
B 2 BTEF

HECAREE A 14945 2,984,487,0007%8
TT(20154:12 A31 8 : 493,347,961,000
BT 2 ETRERYMEREEKT
By

A BRE(E A £ 494 232,659,000
t(20154E12 A31 A : #9145,009,000
BT 2 B TIREYE

50 R E ¥ E 49 2 152,000% 7T
(2015412 A 31 8 : #9146,000
T ZHETRARBEREBRER
BZoRMEE

A TEHFLL R — P BIEER
#11,162,999,000 f% (2015412 A
31H :11,162,999,000 1% ) & A 7
MERE 2P ESEEEER AR
([hERHNE] - AREZ ETHBA
ARMHIEAERR  GHBEER
AR B RS B 4989.19%
(2015412 A318 : #189.19%) °
2% FHRD 20166 A30H 2
HE# 51,261,419,000% 7T (2015
F12A31H + #491,317,234,0007%
JT)
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

22. CREDIT FACILITIES (continued)

23.

(9)

pledge of certain bank deposits of approximately
HK$3,988,053,000 (31 December 2015: approximately
HK$1,920,813,000) of which approximately HK$1,966,908,000
(31 December 2015: approximately HK$1,443,314,000) were for
standby letters of credit issued by banks for a total amounts of
US$252,700,000 (31 December 2015: US$182,480,000);

charge over certain intangible assets with net carrying value
of Nil (31 December 2015: approximately HK$3,146,000);

personal guarantee given by directors (31 December 2015:
directors);

charge over certain property, plant and equipment other than
buildings disclosed in note 22(b) with net carrying value of
approximately HK$507,683,000 (31 December 2015:
approximately HK$414,070,000); and

pledge of various shares mortgage of certain subsidiaries,
bank accounts charges and assignment of shareholders’ loan
of certain subsidiaries and an associate and corporate
guarantee of the Company.

PENDING LITIGATIONS

There have been no material changes and developments in respect
of pending litigations of the Group since the disclosure in the
Group’s annual financial statements for the year ended 31
December 2015.

Nan Hai Corporation Limited
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23.
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NOTES TO CONDENSED CONSOLIDATED R4S P HABI SRR M EE
INTERIM FINANCIAL STATEMENTS (continued) ()
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA
24. RELATED PARTY TRANSACTIONS 24. BEALRS
(@) Remuneration for key management personnel () TEEEEBEABZHMEEX
which represents amounts paid to the RFEEZ22H #FBO
directors were as follows: T
(Unaudited)
(REEXK)

For the six months
ended 30 June

H=Z6H30HBL61EA

2016 2015

HK$'000 HK$'000

FExT FET

Directors’ fees EEWS 467 586
Basic salaries, housing, other allowances EX#HE  EE

and benefits in kind H 2B R EMH = 817 1,039

Pension scheme contributions RS ETEI R 70 124

1,354 1,749

INTERIM REPORT 2016
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA

24. BE AR Z @)
(b) B Z201656H530H LL61H

24. RELATED PARTY TRANSACTIONS (continued)
(b) During the six months ended 30 June 2016,

the Group entered into the following B AEEHEBAEQATET
transactions with related parties: LTS
Amounts due
Transaction amounts from/(to) related parties
pREARLER/
p& L (ERBELNF)FE
(Unaudited) (Unaudited) (Audited)
(REER) (RBER) (B=8)
For the six months ended
30 June At 30 June At 31 December
BZ6F300L6/EA 016 2005
R2016 5 R20155
2016 2015 6A30H 124318
HKS$'000 HK$'000 HK$'000 HK$'000
TR TiEr TR TiEx
Non-exempted continuing connected FREBERERS
transactions
Provision of motion pictures by: AATRRRMT R
— a company controlled by a director —M—REELE AT (599,871)  NATEA* (82,051) (101,430)
Provision of advertising services to: AATARIREEERE :
— a company controlled by a director — B REEEH AR 7261 NAT@ER* 26,554 19,520
Sales of projection equipment to: AT AR E R
— a company controlled by a director — B RESEH AT - NATER* 6,884 9,333
Exempted connected transactions EHREERS
Provision of advertising services by: AT ARRBEERE
— a company controlled by a director — B LEEEH AT (1231 NATER* (506) (41)
Purchase of projection equipment from: PN SR
— 3 company controlled by a director —f- %i?? 2 7] NATER**  NATER* (3,937) (2,517)
Rental income from: RENTRRZESMA :
— companies controlled by a director —#- %i%? #l2 ZRNE 440  NATER* 121 244
Deposits paid to: AATRARIZE 2 &S -
— a company controlled by a director — B RESE AT - NATER* 5,094 5,203
Deposits paid to: AN T ARSI &S
— a company controlled by a director — B RESEH AT NATER*  NATEA* 2,221 1433

* The transactions were made before the companies became related

parties.

*x The transactions were made before Jiayu was acquired by the

Group.

* HERXGNZE RN REETT

e

sy
ZERXD

* %

H oo

SHRWAEEWEEAE

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

24. RELATED PARTY TRANSACTIONS (continued)

(b) During the six months ended 30 June 2016,
the Group entered into the following
transactions with related parties: (Continued)
Note:

The terms of above transactions are within normal trade credit terms and
above balances due from/(to) related parties are unsecured, interest-free

and repayable on demand.

The Group has not made any provision for bad or doubtful debts in
respect of related party debtors nor has any guarantee been given or
received during the six months ended 30 June 2016 regarding related

party transactions.

Except as disclosed above and elsewhere in these condensed consolidated
interim financial statements, there was no material related party

transaction carried out during the period.

25. FAIR VALUE MEASUREMENTS

The fair value of available-for-sale financial assets with standard
terms and conditions and trade on active liquid markets are

determined with reference to quoted market prices.

The following table presents financial assets and liabilities measured
at fair value in the condensed consolidated statement of financial
position in accordance with the fair value hierarchy. The hierarchy
groups financial assets and liabilities into three levels based on the
relative reliability of significant inputs used in measuring the fair
value of these financial assets and liabilities. The fair value hierarchy

has the following levels:

— Level 1: quoted price (unadjusted) in active markets for

identical assets and liabilities;

—  Level 2: inputs other than quoted prices included within Level
1 that are observable of the asset and liability, either directly

(i.e. as prices) or indirectly (i.e. derived from prices); and

—  Level 3: inputs for the asset or liability that are not based on

observable market data (unobservable inputs).

The level in the fair value hierarchy within which the financial asset
or liability is categorised in its entirely is based on the lowest level of

input that is significant to the fair value measurement.

IGEEE Sl -y S E
(%)
HZ=2016%F6 4308 1L61EA

24. BEALTR G @)

(b) BZE2016%6A30H 1L61H
A REEEBEERQRET

BTFRS : (80

Wi

PR Z GEFBEFE S ERGER
bt s (KR ) BB D R BRREAEIE

A RRRBRERER -

AEEL EHBEEDREBAZ RERME
HEMEE  TERBEARRSNEE
2016 % 6 A 30 H 1L 6 {8 A {EH sk IEB I

=R

B EXRARRGA P SRR E i
TEEEES  BAMEETERREEA

X5

25. AREETE
B A5 A2 2 i 2R X AR 15 S A U RO B
BRI ARHESREAEY AR(E
REMIGREMETE °

TREJRBAAEBERE  UARE
Eff ABBRSEEMBRNRRZERE
ENBE  WRBREAELFSRE
ENBBEZARBEMERZIEEHR
WAZHEEAENE KeREENRAR
EDR=E -2 BEREIRUATE

— B ARAEREENERD

52 RE(CRERHE)

— FE2EB:-HEEMEBEMERK(H
B sk (AR EREE) AT E
RZEMBATEBEE1EME

BZHE) R

— E3E: WIHRBEABRZIMEH
BMEHZEERRBEERBA

(EEERBA) °

TRHEEXREEBMERAZANE
BREAZER  DHERYRAAEER

BBEAZKEBRENBAZS -
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NOTES TO CONDENSED CONSOLIDATED 4R S P HI T A SRR M A

INTERIM FINANCIAL STATEMENTS (continued) (&)
For the six months ended 30 June 2016 HZE2016F6 A30H1E61EA

25. AREBETE®w
AEEREESAMBHRBERNRA
hEEIBYSREEREBENED A

25. FAIR VALUE MEASUREMENTS (continued)

The financial assets and liabilities of the Group measured at fair
value in the condensed consolidated statement of financial position

are grouped into the fair value hierarchy as follows:

T2 AR BERE :

Level 1 Level 2 Level 3 Total
F18 F2E $3E @t
HK$'000 HK$'000 HK$'000 HKS$'000
THER FHET THER THERT
At 30 June 2016 (Unaudited) #2016 %6 A30 B (REEH)
Assets BE
Available-for-sale financial assets AEHEZSREE = 324 = 324
Listed securities held for trading RERELmESR 1,412 - - 1,412
Total fair values AREERS 1,412 324 = 1,736
Liabilities &
Financial liability at fair value through BARBENEREREE SRAR
profit or loss — put option — AhEE - - 120,541 120,541
Total fair values AR EEEE - = 120,541 120,541
Level 1 Level 2 Level 3 Total
1 E2E %3 @t
HK$'000 HK$'000 HK$'000 HK$'000
FEL TER FAL TEL
At 31 December 2015 (Audited) 12015 12 A31 A (5#)
Assets BE
Available-for-sale financial assets HEE S REE - 324 - 324
Listed securities held for trading BIEBE LAk 1,433 - - 1,433
Total fair values AnEBELE 1433 324 = 1,757
Liabilities BE
Financial liability at fair value through BARBENERERE SRAR
profit or loss — put option — Rh - = 121,589 121,589
Total fair values AnEELE - = 121,589 121,589

Nan Hai Corporation Limited
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

IGEEE Sl -y S E
(%)
HZ=2016%F6 4308 1L61EA

25. FAIR VALUE MEASUREMENTS (continued) 25. 2 REBEFEx

There have been no significant transfers between level 1, 2 and 3 in
the reporting period. The methods and valuation techniques used
for the purpose of measuring fair value are unchanged compared
to the previous reporting period.

The fair value of the put option is determined using discounted cash
flow model. The significant unobservable input used in the period
end fair value measurement together with the relationship of
unobservable inputs to fair value are set out as follows:

(@)  The directors’ assessment on the probability of the different
scenario of the cash flow forecasts with the best case, base
case and worst case scenario each with the probability of 5%,
90% and 5% respectively. A higher probability assigned to
the worst case will result in a higher fair value.

The selling price for the remaining phases of the property
project for the worst case which is assumed to be reduced to
in average of RMB9,000 (31 December 2015: RMB9,000) per
square meter. A lower expected selling price assigned to the
worst case will result in a higher fair value.

The discount rate used for the valuation is 22.53% (31
December 2015: 19.25%). A lower discount rate assigned
will result in a higher fair value.

Changes in level 3 fair values are analysed at each reporting date by
the management, with the assistance of valuation carried out by an
independent professional valuer. The fair value of the put option as
at 30 June 2016 and 31 December 2015 amounted to
HK$120,541,000 and HK$121,589,000 respectively. The aforesaid
amounts are recorded as financial liability at fair value through
profit or loss and the difference of HK$1,048,000 between such
amounts was charged to profit or loss.

REE - BB F2BREIE
R B A - RN BAREEY
Sk A 1 A BB YR SRR 3
s .

AR AR EETIAMBERS AR
AETE - IRANBEFEAAZIEXN
THBRHARBERTIBREAH
BREAREBEZBEHENTX:

EETERSRIATRER 0
% E - EARBEERL MR

(a)

DAl E5%  90% K 5% ° &IEIE
MRS AARBERS -

EHZERT  WEEB ST HE
CEBBEREFHTFEAKAR
#9,0007C (2015412 A318 : A
R#9,0007T) - REIBANTEHE
EEE  AArEBELSS -

{H1E AT A AL 3R X 5 22.53% (2015
F£12H31H :19.25%)  Bf 1] =&
K BIAREBESS -

EIREER L EEGBEMMEHERNT
BT REREBHHEIBAAEE
ZEEEITON o RIOLEIEN2016%F 6
A30HK2015F 12 A31BZ AREBE
2 Bl 120,541,000 7T & 121,589,000
BLe S BMARIBRAAEER
BrFEREzSMARE mMEBSEY
#Z¥61,048,0008 T B B &R ©
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2016

26. COMPARATIVE FIGURES

27.

Certain comparative figures have been adjusted to conform with
changes in presentation in the current period.

(@ A change that has been made to the comparative figures in
the condensed consolidated income statement for the six
months ended 30 June 2015, to be consistent with the
presentation in the current period’s condensed consolidated
income statement, is that the branch-related expenditures of
approximately HK$2,277,000 is reclassified from
“Administrative expenses” to “Selling and marketing
expenses”.

A change that has been made to the comparative figures in
the condensed consolidated income statement for the six
month ended 30 June 2015, to be consistent with the
presentation in the current period’s condensed consolidated
income statement, is that the cinema advertising income of
approximately HK$19,156,000 is reclassified from “Revenue”
to “Other operating income”.

EVENT AFTER THE REPORTING PERIOD

On 9 August 2016, the Group entered into a sale and purchase
agreement to acquire 27% of the total issued share capital of Listar
Properties Limited (“Listar”) and the shareholder loan at a
consideration being RMB575,951,000 equivalent to approximately
HK$669,710,000, which shall be settled by way of cash. Listar is an
investment holding company which through its subsidiaries engages
in property development. After the completion of the transaction,
Listar will become a subsidiary of the Group. Details of the aforesaid
transaction are more particularly disclosed in the Company’s
announcement dated 9 August 2016.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYSIS

The Group continues to operate in three main businesses, namely culture
and media services, property development and corporate IT application
services, through Dadi Media (HK) Limited and its subsidiaries, Dadi
Cinema Investment Limited and its subsidiaries, Oristar Technology (HK)
Limited and its subsidiaries (hereinafter collectively referred to as “Dadi
Media”), Nan Hai Development Limited and its subsidiaries (hereinafter
collectively referred to as “Nan Hai Development”) and Sino-i Technology
Limited, a company listed on the main board of Hong Kong Stock
Exchange (stock code: 0250), and its subsidiaries (hereinafter collectively
referred to as “Sino-i”), and has made some achievements. It also
continues to tap into such new business sectors as “new media” and
“innovative business”, which commenced last year, through Dadi News
Media (HK) Limited and its subsidiaries (hereinafter collectively referred to
as “"Dadi News Media”) and Dadi Innovation (HK) Limited and its
subsidiaries (hereinafter collectively referred to as “Dadi Innovation”).

During the period, turnover of the Group was approximately HK$2,143.2
million (for the six months ended 30 June 2015: HK$1,923.4 million),
representing an increase of approximately 11.4% as compared with the
corresponding period last year. Net profit attributable to the owners of
the Company was approximately HK$6.4 million (for the six months
ended 30 June 2015: HK$4.1 million). The net assets attributable to the
owners of the Company were approximately HK$3,354.8 million (31
December 2015: HK$3,242.3 million), representing a net asset value of
approximately HK$0.049 (31 December 2015: HK$0.047) per share.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

CULTURE AND MEDIA SERVICES
Business Review

During the period, turnover of the culture and media services segment
was approximately HK$ 1,708.9 million (for the six months ended 30
June 2015: HK$1,401.9 million), representing an increase of 21.9% as
compared with the corresponding period last year. Net profit before
income tax was approximately HK$193.0 million (for the six months
ended 30 June 2015: HK$46.5 million). The increase in profit was mainly
due to the year-on-year increase in gross profit as a result of the growth
in box-office revenue of Dadi Cinema (as defined below) and the decrease
in expenses as a result of the savings in administrative expenses.

&R K Hb &2 Bt # 8% B BR 2 7] (Guangdong Dadi Cinema Construction
Limited) and its subsidiaries (collec‘uvely as “Dadi Cinema”) under Dadi
Media insisted their direction towards building a platform to create an
eco-system of cinema experience integrated with diversified operation of
“Film + Innovative Internet”, “Film + Innovative Retail”, and “Film +
Innovative Catering”. With consumers in mind, the Group dedicates to
nurture a “movie culture group” by optimizing the terminal layout and
enhancing the quality of film screening. During the period, the national
box office receipts amounted to RMB24.58 billion, representing a growth
of approximately 21.5% as compared with the corresponding period last
year. With a total admission of 723 million across the industry, Dadi
Cinema achieved box-office revenue (before taxation) of RMB1,227
million, representing a growth of 22.7% as compared with the
corresponding period last year and contributing to approximately 5.0%
of the national box-office receipts. That makes Dadi Cinema the first
runner-up among the cinema investment and management companies
across the nation. Its admission of 38.95 million is another record high.
As at 30 June 2016, Dadi Cinema had an aggregate of 315 cinemas with
a total of 1,673 screens operating in 28 provinces and 151 cities. There
are also over 310 cinemas contracted but not yet in operation.

Benefitted from the Chinese Central Government’s support of cultural
industry and the rapid development of the movie industry, the movie
industry has been amassing considerable capital. Dadi Cinema enjoys
strong bargaining power in obtaining financing owing to its well-known
operation management capabilities in the industry for informatization and
standardization. On 1 February 2016, the asset-backed securities of Dadi
Cinema with a principal amount of RMB1.13 billion pledged by part of
the future box-office revenue from 80 cinemas operated by /& R A 52
P& BB 2 8] (Guangdong Dadi Cinema Construction Limited) and its
subsidiary A §2 BT 2 & B BR /2 A (Dadi Cinema Development Limited)
were listed and the proceeds shall be used for their cinema construction
operation. This issue of asset-backed securities marks the beginning of,
and a huge success for, Dadi Cinema to diversify its financing channels.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

CULTURE AND MEDIA SERVICES (continued)
Business Review (Continued)

Given the rising trend of combining movies with internet, Dadi Cinema
actively seeks transformation by embracing the internet with the intention
of creating a win-win situation and striving to expand into the upstream
of the industry through alliance with players of other sectors. In May
2016, Dadi Cinema materialized capital cooperation with Alibaba Pictures
Group Limited (“Alibaba Pictures”) (stock code: 01060.HK), whereby Dadi
Cinema (HK) Limited, a subsidiary of the Company, issued convertible and
exchangeable bonds with an aggregate principal amount of RMB1 billion
to a wholly-owned subsidiary of Alibaba Pictures. Conversion within the
stipulated period will result in the materialization of an investment in
4.76% equity interest of Dadi Cinema (HK) Limited or Guangdong Dadi
Cinema Construction Limited (Please refer to the Company’s
announcement dated 9 May 2016 and the Company’s circular dated 23
June 2016 for further information). As China’s movie business continues
to achieve innovation and breakthrough, the introduction of a strategic
investor will further enhance cooperation between both parties in terms
of film distribution, film marketing, membership operation and the
establishment of big data, promoting development of the industry in joint
efforts. Thereafter, both parties will seek opportunities for further
expansion into such areas as online product sales, big data application
and financial services.

Dadi Cinema has been striving to provide quality film screening services
for audience nationwide. On 27 May 2016, “STAR MAX", a gigantic laser
screen owned by Dadi Cinema was adopted in its cinema at Yintai
Shopping Mall in Xiasha, Hangzhou, surpassing international standards in
overall screening equipment and audience experience. “STAR MAX" will
provide audience with perfect audience experience and compelling visual
impact. For cinemas, “STAR MAX" is equipped with top notch
compatibility of international class. There will be 20 more “STAR MAX"
cinemas operating in Beijing, Tianjin, Amoy and Hefei within this year. It
is expected that Dadi Cinema will have 100 “STAR MAX" cinemas
nationwide by 2018. Dadi Cinema is committed to providing movie-goers
in China with high quality and value-for-money audience experience,
propelling the film screening industry in China to a higher level.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

CULTURE AND MEDIA SERVICES (continued)
Business Review (Continued)

Leveraging on the extensive downstream terminal network of Dadi
Cinema and the enormous audience, KRB 31T (AL R)BR A
(Dadi Century Film Distribution (Beijing) Co. Ltd.) (“Dadi Distribution”), a
subsidiary of Dadi Media, has been perfecting the structure and function
of its distribution team by implementing a business model of streamlined
control and expenditure transparency accountable to film owners. It aims
at expanding the coverage of its distribution network and enhancing the
communication and management of various channels on one hand, and
enhancing the marketing capability and operation efficiency on the other
hand. Meanwhile, Dadi Distribution actively pursues cooperation with
outside parties. During the period, Dadi Distribution participated in the
investment of “Boonie Bears: The Big Top Secret” which grossed box-
office receipts of RMB288 million. During the period under review, T
B % 17 B R 2 7 (WuzZhou Film Distribution Co., Limited), a 22.5%
associated company of Dadi Distribution, distributed “Chongging
Hotpot”, “Crouching Tiger, Hidden Dragon: Sword of Destiny” and “Kill
Time” on its own, grossing in aggregate over RMB600 million. For the
first half of 2016, box-office revenue from film distribution, distributed
either independently or in partnership, exceeded RMB1 billion.

R E M KRE RGO ®R)E R 2 7 (Digicine Oristar Technology
Development (Beijing) Company Limited) (“Oristar”), a subsidiary of Dadi
Media, has independently developed certain products such as digital film
screening server, ticketing system and cinema screening integrated
management system, and continued to pursue innovation in film
screening and ticketing technologies. “ORISTAR CS”, the cloud screening
server developed by Oristar, is a platform integrated with remote control
and pre-show movie advertisement management. It won the second prize
at the 2015 Beijing Award for Science and Technology on 19 February
2016. During the first half of 2016, Oristar, being the “caretaker” of the
whole cinema industry, fully capitalized on its own advantages in
technology and product as well as customer base to design an IT service
solution that combines the technical services for cinemas and innovative
financial services catered for the newly-built cinemas and upgraded
cinemas across China by actively integrating the financial resources of the
industry with the resources of the cooperative entities. Such IT solution
has won recognition from the market. Besides, Oristar has been
committing more technological inputs to laser screening and has
commenced the cooperation with companies of world-renowned
projector brand names. Laser screening products are expected to be
launched into the market in the second half of the year and Oristar’s
position as a technology leader in the laser screening market of China will
be further consolidated.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

CULTURE AND MEDIA SERVICES (continued)
Prospects

For the first half of 2016, there were 3,583 new screens installed across
the nation that makes a total of 35,300, basically catching up with the
number of screens in North America but still leaving immense space for
development in terms of per capita rate. However, it is worth noting that
notwithstanding the absence of market saturation, reckless expansion in
hotspots in recent years has resulted in the uneven distribution of cinemas
to a certain extent. Moreover, as regards the revenue structure of cinemas
in China, box-office revenue still enjoys dominance while revenue
generated from non-box office sources accounts for only an average of
15%-20%, much lower than that in the mature film market of North
America. Besides, with the progress of economic and social development,
movie-goers’ demand for quality is growing that gives rise to the call for
supply side reform in the film industry and cinema industry.

Presented with opportunities and challenges lying ahead, the Group will
continue to consolidate and expand its market share by implementing a
multi-brand strategy, conducting thorough data research, identifying
opportunities and providing different products and services catering
different market segments. It will continue to implement the “Film +"
strategy, a cross-industry marketing strategy that consists of “Film +
Innovative Internet”, “Film + Innovative Retail” and “Film + Innovative
Catering”, to provide comprehensive value-added services, optimize the
proportion of box-office revenue and revenue generated from non-box
office sources in the revenue structure of its own cinemas, and enrich the
consumption experience of the movie-goers. The Group will continue to
enhance the ticketing and screening technologies to complement its
cinema operations and create a win-win situation. Meanwhile, as to film
distribution, the Group will continue to expand its nationwide distribution
network based on the extensive coverage of its cinemas and to
accumulate experience in one or more market segments, forming a
unigue advantage.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

PROPERTY DEVELOPMENT
Business Review

During the period, turnover of this business segment was approximately
HK$0.6 million (for the six months ended 30 June 2015: HK$105.2
million). Net profit before income tax was approximately HK$14.3 million
(for the six months ended 30 June 2015: net loss of HK$101.8 million).
Earnings for the period was mainly due to the change of use of certain
properties to investment properties by the Group during the year.

During the period, Nan Hai Development continued the rolling
development of “The Peninsula” in Shenzhen. Nan Hai Development
adhered to quality as the core, excelling at raising the bar for its products
with exquisite decorations. Phase 3 of “The Peninsula” obtained the pre-
sale permit on 28 March 2016. Sales launch took place on 9 April 2016 in
Shekou, Shenzhen, attracting nearly 2,000 visitors. 409 units were sold,
generating aggregate proceeds of approximately RMB5.2 billion within
two days after the sales launch. As at 30 June 2016, accumulated sales
was RMB9 billion, of which 44% is contracted amounts. As at 4 August
2016, 709 units were sold, generating an accumulated sales amount of
approximately RMB 10.057 billion. Phase 4 of the project commenced
construction in July 2015 and is currently under active development, and
is expected to fulfill the pre-sales conditions in 2017.

Pre-sales for Phase 2 of the “Free Man Garden” in Guangzhou held by an
associate of the Nan Hai Development, started in February of last year. As
at 30 June 2016, total sales were approximately RMB1.327 billion with a
total sales area of approximately 125,600 square metres (“sq.m.”),
accounting for approximately 88.65% of the total area of Phase 2. The
construction of Phase 2 and commercial project of Phase 1 was completed
in April 2016. The projects are currently under inspection for acceptance
and delivery is expected to take place in the second half of 2016. The
residential project of Phase 3 is under construction, of which a residential
area of approximately 276,500 sq.m. is expected fulfill pre-sales
conditions in the second half of 2016.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

PROPERTY DEVELOPMENT (continued)
Prospects

In the opinion of the management of the Company, given the prominent
differentiation between cities in the real estate market of the PRC and
continuing easing policies in certain key cities, the property market in
such key cities showed signs of overheating. Policies on curbing the
rapidly climbing housing price was implemented in first-tier cities, yet
these policies were relatively scientific, it is expected that such policies will
achieve stable development in the market instead of resulting in excessive
volatility in the market. Certain second-tier and most of the third-tier
cities were still under intense pressure on inventory. Destocking and
promotion of consumption would still be the main focus in the property
market. Local governments implemented policies to facilitate the stable
development of property market, which would be the key points of
policies in relation to property market in the second half of the year.

Under this circumstance, Nan Hai Development will uphold its philosophy
of "user-friendly designs, high quality and building humanity
community”. With its top priority of quality assurance and adhering to
the customer-oriented principle, Nan Hai Development will also speed up
the development of various phases of “The Peninsula” and “Free Man
Garden” and create a lively community filled with innovative and cultural
elements. In the second half of the year, Nan Hai Development will
accelerate the progress of Phase 3 of “The Peninsula” project, striving to
complete the inspection work of Phase 3 by the end of 2016, in order to
significantly improve the performance of the segment as a whole. In
addition, in view of the stable increase of the properties price in
Guangzhou, Nan Hai Development is conducting a restructuring on the
cooperation structure of the “Free Man Garden” project. It has entered
into a sale and purchase agreement on 9 August 2016 to acquire the
27% equity interest in Listar, an investment holding company of the
project, and the shareholder loan (for details please see the
announcement of the Company published on 9 August 2016), so as to
increase its ownership in the project. While making huge effort in
promoting the existing projects, Nan Hai Development will focus on first-
tier cities and take the initiative in developing new property projects,
aiming at laying a solid foundation for its sustainable development in the
long run.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

CORPORATE IT APPLICATION SERVICES

Business Review

During the period, with key subsidiaries 2 > 8) H R AR (D B R A& (CE
Dongli Technology Company Limited) (“CE Dongli”) and 1t RFTHREI5(=
B it & BR A A (Beijing Xinnet Cyber Information Company Limited)
("Xinnet"”) as its main business entities, more effort was continuously put
into the segment of corporate IT application services business by providing
comprehensive internet-based services, e-commerce and information
application services, and overall solutions to SMEs and individual clients in
the PRC. During the period, turnover of this segment was approximately
HK$403.5 million (for the six months ended 30 June 2015: HK$395.4
million), representing an increase of approximately 2.0% over the
corresponding period last year. Net loss before income tax was
approximately HK$21.4 million (for the six months ended 30 June 2015:
HK$20.5 million).

With 16 years’ experience in providing services for SMEs in the PRC, CE
Dongli has successfully established a corporate e-commerce and product
information operating system as well as an extensive business and services
network. CE Dongli provided one-stop integrated corporate information
technology solutions based on the commercial ideology of “Internet+
planning and consultation — establishing internet platform — marketing
and promotion of internet — comprehensive corporate services and
practical guidelines — client and data management”. During the period,
CE Dongli continued to establish direct branch offices throughout the
PRC to enhance the localized service capacity. In particular, the
enhancement in service capacity of “the last kilometer”, which is crucial
to SMEs, would make such services closer to user needs. In the meantime,
in respect of research and development of new products, more emphasis
was put into the needs of different industries and clients under different
stages so as to provide customized products to meet the needs of SMEs
or certain specific industries.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

CORPORATE IT APPLICATION SERVICES (continued)
Business Review (Continued)

During the period, Xinnet continued its internet-based services such as
domain name registration business, cloud computing business and
synergistic communication business, and actively developed various
application and value-added services for SMEs through online direct sales
and distributor channels established across the PRC. In January 2016,
Xinnet officially launched Xinnet domain name trading platform, and
successively offered services such as fixed-price transactions and bulk
registration, which gained general attention and recognition in the
industry. In June 2016, Xinnet launched “Global Mail”, a strategic email
product and a brand new office tool, which maintained the performance
advantage of Xinnet corporate email and focused on optimizing the
experience of mobile office. In addition, in respect of websites
construction, Xinnet intended to establish platforms for websites
construction in the second half of 2016, offering convenient services to
help SMEs build their own websites.

Prospects

The management of the Company considers that SMEs in the PRC will
continue to increase its investment in information technology in the
future. Although it still takes some time for market ramp-up and
promotion, but enterprise-level IT application services business will enjoy
extensive market opportunities. Looking forward, the Group will continue
to improve ground services capability, which allows it to quickly respond
to the needs of SMEs and provide timely solution to issues. Meanwhile,
the Group will enhance its overall operational capability and online
services capability. Parallel operation of online services and localized
services made the Group's services closer to the needs of SMEs. In respect
of product research and development, the Group plans to introduce
"Platform+" strategy based on SaaS product model and open-platform
technologies and establish an extended application centre and services
centre for quicker response to the needs of different industries.
Furthermore, the Group will also increase its capital investment in big
data centre, automatic operation and maintenance platform and cloud
computing platform, and enhance its overall technical core competence
to further optimize its products and services.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

NEW MEDIA

Dadi News Media, which commenced operation in the second half of
2015, has established two business divisions, namely “HKO01"” and
“"Duowei Media”. During the period, turnover of Dadi News Media was
approximately HK$7.3 million (for the six months ended 30 June 2015:
Nil), of which advertisement income from the other segments of the
Group was approximately HK$2.9 million. Net loss before income tax was
approximately HK$81.6 million (for the six months ended 30 June 2015:
Nil). Currently, all businesses of Dadi News Media are at a preliminary
stage and are in the period of market investment and ramp-up.

Based in Hong Kong, “HKO1” has now developed into a new media with
over 400 employees. "HKO1" strived to establish a media dissemination
platform to create new interactive experience for its readers. As a brand
new advocacy media, “HKO1"” dedicated to take shape and provide full
services for its readers through multimedia platform, namely its internet
platform, weekly magazine and physical premise. Its internet platform has
already launched on 11 January 2016, and the first edition of its weekly
magazine was published on 11 March 2016. Its physical premise located
in Wanchai officially commenced soft opening on 1 June 2016. “Duowei
Media” includes two major media, namely Duowei monthly magazine
and Duowei website. Duowei monthly magazine, which was published in
the second half of 2015, are sold in Hong Kong, Singapore and Malaysia.

Looking forward, the Group will continue to devote its resources in the
new media business. Dadi News Media is now preparing for the launch of
its online “Long Tail Channels” and expects to launch stage one of “Long
Tail Channels” in the second half of 2016. Dadi News Media will actively
develop a membership system to build up a solid foundation for future
development of an all-rounded media platform and make it a new
business segment of the Group within two to three years.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

INNOVATIVE BUSINESS

Driven by the commencement of “Film+" strategy of Dadi Cinema,
network expansion work for the innovation commercial business of the
Group has been kicked off. Among which, the restaurant of Dadi
Catering (HK) Limited (“Dadi Catering”) located at “The Peninsula” in
Shenzhen, which offers light meals dining experience, has commenced
trial operation in late 2015 and gained popularity among residents.
During the period, Dadi Catering continued to enhance the research of
new products and prepare the opening of chain stores. As at 30 June
2016, Dadi Catering has opened 6 restaurants in Shenzhen, Guangzhou
and Foshan. Dadi Catering has begun to set up a central kitchen in
Shenzhen with an area of 2,200 sg.m. to coordinate with product supply
to the restaurants. Modern and centralized procurement of processed
food and cold chain distribution to restaurants will be adopted to ensure
the stable quality of products delivered to each restaurants. The central
kitchen is expected to commence production in late September in 2016.
As for its retail business, the Group entered into a contract in respect of
the acquisition of 70% equity interest in Crabtree & Evelyn, an
internationally renowned skincare brand. Completion of the acquisition is
expected to take place on 30 September 2016.

Looking forward, the Group will continue to devote more effort and
investment in the innovative business segment to successfully build up its
industrial foundation, making it a new business segment of the Group
within two to three years.

FINANCIAL RESOURCES AND LIQUIDITY

The Group continued to adopt prudent funding and treasury policies. As
at 30 June 2016, net assets attributable to the owners of the Company
amounted to approximately HK$3,354.8 million (31 December 2015:
HK$3,242.3 million), including cash and bank balances of approximately
HK$6,877.3 million (31 December 2015: HK$2,724.5 million) which were
mainly denominated in Renminbi, Hong Kong dollars and US dollars. As
at 30 June 2016, the Group’s aggregate borrowings were approximately
HK$12,187.6 million (31 December 2015: HK$10,070.2 million), of which
approximately HK$7,649.7 million (31 December 2015: HK$6,467.5
million) were bearing interest at fixed rates while approximately
HK$4,537.9 million (31 December 2015: HK$3,602.7 million) were at
floating rates. Details of the Group’s bank and other borrowings are set
out in Note 16 to the condensed consolidated interim financial statements
of the Company for the six months ended 30 June 2016 (the “Financial
Statements”). The Group currently does not have any interest rate
hedging policies.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

FINANCIAL RESOURCES AND LIQUIDITY (continued)

As at 30 June 2016, the gearing ratio of the Group, which is calculated as
the net debt divided by the adjusted capital plus net debt was
approximately 56.96% (31 December 2015: 65.22%).

The capital commitment of the Group as at 30 June 2016 was
approximately HK$1,369.6 million, of which approximately HK$52.6
million would be used for the renovation work of the headquarters of
corporate IT application services, approximately HK$373.5 million would
be used as capital expenditures for the expansion of cinema business, and
approximately HK$943.5 million would be used as consideration for the
acquisition of 70% equity interest in Crabtree & Evelyn.

The Group's contingent liabilities as at 30 June 2016 were approximately
HK$3,311.4 million in connection with the guarantees given to secure
credit facilities and guaranteed returns. Details are set out in Note 21 to
the Financial Statements.

As at 30 June 2016, certain interests in prepaid land lease payments
under operating leases and buildings, other property, plant and
equipment, investment properties, properties under development and
completed properties held for sale and bank deposits with a total net
carrying value of approximately HK$8,289.6 million were pledged to
secure the credit facilities granted to the Group. In addition, trading
securities with a carrying value of approximately HK$0.2 million and
certain shares of several subsidiaries were pledged; bank accounts were
charged and shareholders’ loan of certain subsidiaries and an associate
were assigned for securing the Group's credit facilities. Details of the
Group's pledged assets are set out in Note 22 of the Financial Statements.

Nan Hai Corporation Limited
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

EXPOSURE TO FLUCTUATION IN EXCHANGE
RATE

The majority of the Group’s borrowings and transactions were primarily
denominated in Renminbi, Hong Kong dollars and US dollars. Both the
operating expenses and revenue were primarily denominated in Renminbi
and Hong Kong dollars. The exchange rate of Renminbi is expected to
fluctuate. The Group’s reported assets, liabilities and results may be
affected by the Renminbi exchange rates. Although Renminbi exchange
rates risk exposure did not have significant impact on the Group during
the period, the Group will keep on reviewing and monitoring the
fluctuation in exchange rate between Renminbi and Hong Kong dollars.
For the funding in US dollars, although Hong Kong dollars are adopted as
the reporting currency of the Group, the management of the Group
considers the exposure to exchange risk is insignificant owing to the
linked exchange rate system that pegs Hong Kong dollars to US dollars.
The Group may make appropriate foreign exchange hedging
arrangements when necessary. The Group currently has not made use of
hedging in respect of foreign exchange risks.

EMPLOYEES AND REMUNERATION POLICY

The Company employs and compensates its employees based on their
qualifications, experience and performance. In addition to basic salary
payments, other benefits include housing, contributions to mandatory
provident fund, group medical insurance, group personal accident
insurance and examination leave etc. Employees are eligible to be granted
share options under the Company’s share option scheme at the discretion
of the Board. In general, salary review is conducted annually. As at 30
June 2016, the Group had approximately 16,765 employees (30 June
2015: 16,876 employees). The total salaries of and allowances for
employees for the six months ended 30 June 2016 were approximately
HK$673.7 million (for the six months ended 30 June 2015: HK$534.4
million).

The Group focuses on providing skill and quality training for various levels
of staff, and provides on-the-job capability training to its staff; in respect
of staff quality, corresponding training on personal work attitude and
work habits is also provided.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in Note 27 to the Financial Statements and mentioned
elsewhere in this report, there was no other significant event after the
reporting period up to the date of this report.
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DIRECTORS’ INTERESTS AND SHORT EENROREBERSGD 2E
POSITIONS IN SHARES AND mRRE
UNDERLYING SHARES

As at 30 June 2016, the interests and short positions of the directors and R 2016 E6 A30H * A ARIEERFETH
chief executive of the Company in shares, underlying shares and A BRAQATSHEF M BEEAE (TERFS
debentures of the Company or any of its associated corporations (within R EAE &0 ([ 785 R HIS 150 ]) 5 XV E6) 2 Bk
the meaning of Part XV of the Securities and Futures Ordinance (the 5 « {HEAMRD REST @ A B ENIREE
“SFQ")) as recorded in the register required to be kept under Section 352 %5 R HEAE 1§15 352 (K17 & 2 &M sk 2 iR
of the SFO or as otherwise notified to the Company and the Hong Kong  #& MR BT8R 10 P& E 3T AZE FHE T
Stock Exchange pursuant to the Model Code for Securities Transactions &332 S HfZ%EST B ([1ZXESFRI]) sk A E b 77
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix = 1€ & A &) [ & S B X AT 2 A 25 Ik &

10 to the Listing Rules were as follows: T:
THE COMPANY b/ /N
Long position in shares in issue RE TR B Z 17 E

Number of shares of HK$0.01 each

EREE.IETZRHAEE
Approximate
Personal Corporate Family Total percentage
interest interest interest interest holding
R
Name of Director EEMA BARER NERER RikRER BEREHE N R g
Yu Pun Hoi (“Mr. Yu") F&&8([FrE]) - 36,588,130,679 - 36,588,130,679 53.30%
(Note 1)
(Fizt1)
Chen Dan BR Y 32,000,000 - - 32,000,000 0.05%
Note: Wit

1. These 36,588,130,679 shares were collectively held by Rosewood Assets Ltd., 1. 725 36,588,130,679 XN A T EBREEE

Pippen Limited, Staverley Assets Limited and First Best Assets Limited, companies BENRARAMIERERAAMELZEEAN

indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company Rosewood Assets Ltd. ~ Pippen Limited - Staverley

wholly owned by Mr. Yu. Assets Limited & First Best Assets Limited & 3% 3%
5o

Nan Hai Corporation Limited
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

ASSOCIATED CORPORATIONS

As disclosed above, Mr. Yu is entitled to control the exercise of more than
one-third of the voting power at general meetings of the Company. As
such, Mr. Yu is taken to be interested in the shares of the associated
corporations of the Company within the meaning of Part XV of the SFO.
Sino-i is a company whose shares are listed on the Hong Kong Stock
Exchange, and is an associated corporation of the Company within the
meaning of Part XV of the SFO. As at 30 June 2016, the interests of the
directors of the Company in shares and underlying shares of Sino-i were
as follows:

Sino-i

Long position in shares in issue

EERNROREBRS 2%

mRRE

MEEE A

W EIRATRER - TRERARRBRRAEG LA]
ZHITTEBE=7—2REHE - Atk - TXE
WRRRARBREER(EEREFLHE
fERPIZE XV ER) Z By PG B s - o BIZAS AR
REBEBBRM LT - RIFZEZ RARREIF
XVER - AR /AR E 2 HRBHAE © K 20164F
6 A30H  "RRAREENHEBGEAE 2D
KRR 2 #Eman T

B 2
RERITRIDZHE

Number of shares

REE
Approximate
Personal Corporate Family Total percentage
interest interest interest interest holding
1y
Name of Director ~ EEHH BAER DREER RikRER EREH BAED T
Yu Pun Hoi TmE - 12,713,305,316 - 12,713,305,316 63.84%
(Note 1)
(Mtet1)
Note: st -
1. These 12,713,305,316 shares were collectively held by Goalrise Investments

Limited, View Power Investments Limited and Wise Advance Investments Limited,
all of which are wholly-owned subsidiaries of the Company. Mr. Yu was taken to
be interested in these shares by virtue of his controlling interests in shares of the
Company.

Save as disclosed above, as at 30 June 2016, none of the directors nor
chief executive of the Company had any interests or short positions in
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the SFO
or as otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code as set out in Appendix 10 to the
Listing Rules.

1, %%512,713,305,316 RIR D B AR E 2 2 EMT B
A 7] Goalrise Investments Limited * View Power
Investments Limited }& Wise Advance Investments
Limited & ##HE - FAERRARRFAERE
wMARARZERND PG R -

Br EXXFTIEEEE SN 0 120166 A30H @ &
RAEERFETBAEBERNRARHEE
iR AR (E& R FESF LB EAIZEXVER)
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SHARE OPTION SCHEME

On 28 May 2012, the Company adopted a share option scheme (the
“Scheme”). Under the Scheme, share options may be granted to
directors, employees of the Group and those who have contributed or
will contribute to the Group at any time within ten years after its adoption
at the discretion of the Board of the Company.

Since the adoption of the Scheme and during the six months ended 30
June 2016, no share option has been granted, exercised, cancelled or
lapsed under the Scheme and there was no outstanding share option
under the Scheme as at 30 June 2016 and up to the date of this report.

SUBSTANTIAL SHAREHOLDERS'’
INTERESTS AND SHORT POSITIONS

As at 30 June 2016, those persons (other than directors and chief
executive of the Company) who had interests and short positions in
shares or underlying shares of the Company as recorded in the register
required to be kept by the Company under Section 336 of the SFO were
as follows:

Name of person holding an interest
in shares which has been disclosed to
the Company under Divisions 2 and 3
of Part XV of the SFO
RERBESRBERAZEXVE
F2R37BEMEATRKE
BoEm AL BB HH

Nature of interest

BEME

Number of shares
in issue subject to issued share capital

BiEsrE

M2012F5H28H - ARAFRKN—EERE
8 ([Zar38l)) - BIEZATE - BNERME+F
A AREIEES B PIER D ERET A
EEZEE  REURZ AR ALAEEEL
Bz AL -

BRMZETERREE2016F6 A30H L6
&l A B - W R R IR Z AT B ER L - 17
- FESHS R MR2016F6 A30R K&
EARME B - RRETEIE TR A M RTT
{2 BEARAE o

TERRz2ERRAR

2,
S
~.

MR2016F6 H30H ' IREBEAQNGIERES K
BEEPIZE 3R FE 2B MaTatss - AT
AL (RRREEREBITRABBRINAAR
Al RSB NP RS RAR

Approximate
percentage of

Dadi Holdings Limited

Corporate interest

RZERER AR DA

Rosewood Assets Ltd. Beneficial interest
EmiEn

Pippen Limited Beneficial interest
Emgn

Staverley Assets Limited Beneficial interest
Efay i

First Best Assets Limited Beneficial interest
Bafm

Kung Ai Ming Corporate interest

EE Y AR

Yu Ben Hei Corporate interest

TARER DA

Macro Resources Ltd. Beneficial interest
EmiEn

CITIC Capital Holdings Limited Corporate interest

HEERERERAF NI T

Nan Hai Corporation Limited
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long position of the Company  Notes
HERT
BRERZ BBITREZ
ERTROHA BRBEAE M
36,588,130,679 53.30% 1
7,668,000,210 11.17% 1
14,830,245,497 21.60% 1
4,893,197,974 7.12% 1
9,196,686,998 13.40% 1
3,811,819,898 5.55% 2
3,742,493,498 5.45% 2
3,742,493,498 5.45% 2
10,100,000,000 14.71% 3



SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS

(Continued)

Name of person holding an interest
in shares which has been disclosed to
the Company under Divisions 2 and 3

FTERRZEZRARE @

Number of shares
in issue subject to

Approximate
percentage of
issued share capital

of Part XV of the SFO Nature of interest long position of the Company  Notes
BARBESRBERLIZEXVE R A
F2R3FWBEMADRARE BRERZ BBITREZ
BPERZALER BH EEME ERTROHA BHEs A
CITIC Capital Credit Limited Security interest 10,100,000,000 14.71% 3
REEREEERAR B
Lim Siew Choon Corporate interest 8,819,673,777 12.85% 4
W F NCI
Empire Gate Industrial Limited Beneficial interest 5,514,986,997 8.03% 4
BEiEs
Lee Tat Man Security interest 7,700,000,000 11.22%
FER B
Beneficial interest 28,200,000 0.04%
Batks
Notes: Hiat

Rosewood Assets Ltd., Pippen Limited, Staverley Assets Limited and First Best
Assets Limited are companies indirectly wholly owned by Mr. Yu through Dadi
Holdings Limited, a company wholly owned by Mr. Yu. Their interests in shares
are disclosed as the corporate interests of Mr. Yu above.

Rosewood Assets Ltd. * Pippen Limited ~ Staverley
Assets Limited X First Best Assets Limited & T %t
SEBEZERB AR BRBREEEB 2K
ERERDAFE - ZERFZROERN EX
BEMABTREZ ABEE -

2. Macro Resources Ltd. is held as to 50% each by Ms. Kung Ai Ming and Mr. Yu EERALTIRTEEZRFTAREERBFA
Ben Hei, the son of Mr. Yu. Its interest in 3,742,493,498 shares was included as Macro Resources Ltd. 50% 4 # ° 3% 2 A B
interest held by Ms. Kung Ai Ming. Ms. Kung Ai Ming owns interest of 3,742,493,498 Rk v M A REEFHZ L+
69,326,400 shares through Redmap Resources Limited, her wholly owned FIfsE 2w - ERRAALBEREZEREBEZR
Company. 7] Redmap Resources Limited ## & 69,326,400 %

f&tn 2w o

3. CITIC Capital Credit Limited is a wholly-owned subsidiary of CITIC Capital FEERNEEBRRABAFEEANERERAR]
Holdings Limited. CITIC Capital Holdings Limited was taken to be interested in ZEEWBATR - PEERERBBRREER A
those shares in which CITIC Capital Credit Limited held a security interest. As at RAEEEAEEBRARFA Z ZFEMER
the date of this report, the aforesaid companies no longer held such a security BEED REEARREHH LA ARBER
interest. BREE AR -

4. Empire Gate Industrial Limited is wholly owned by Mr. Lim Siew Choon. Its Empire Gate Industrial Limited B#M/N&EL4EZ 2

interest in shares was included as interest held by Mr. Lim Siew Choon.

BB QT - ZRRAEA 2RI RN
BREMBR S

Br EXFTIEEE SN - 720166 4308 @ #
BAT(RRRIESERETETHRABRIN Mg
KRR ERARBZ RO SIHAEERD TR #ES
BB AR BIR R 5 R B E 401 % 336 1%
GEZERM EEmIRE -

Save as disclosed above, as at 30 June 2016, no person (other than
directors and chief executive of the Company) had notified to the
Company any interests or short positions in shares or underlying shares of
the Company which was required to be recorded in the register kept by
the Company under Section 336 of the SFO.
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PURCHASE, SALE OR REDEMPTION OF
SECURITIES

Save as disclosed in this report, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of its securities during
the six months ended 30 June 2016.

INTERIM DIVIDEND

The Board does not recommend the declaration of the payment of an
interim dividend for the six months ended 30 June 2016 (30 June 2015:
Nil).

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the
Corporate Governance Code and Corporate Governance Report (the "CG
Code”) as set out in Appendix 14 to the Listing Rules throughout the six
months ended 30 June 2016, except for the deviations mentioned below:

CG Code Provision A.2.1 stipulates that the roles of chairman and chief
executive officer (the “CEQ") should be separated and should not be
performed by the same individual.

The Company has not appointed a CEO. The role of the CEO is also
performed by Mr. Yu Pun Hoi who is the chairman of the Company. The
Board believes that vesting the roles of both chairman and CEO in the
same person provides the Company with strong and consistent
leadership, and allows for effective and efficient planning and
implementation of business decisions and strategies.

CG Code Provision A.4.1 stipulates that non-executive directors should be
appointed for a specific term subject to re-election.

Not all non-executive directors of the Company are appointed for a
specific term. However, all non-executive directors are subject to the
retirement and rotation requirements in accordance with the Company’s
Bye-Laws. As such, the Board considers that sufficient measures have
been taken to ensure that the Company’s corporate governance practices
are no less exacting than those in the CG Code.

Nan Hai Corporation Limited

FEERERAT

BE HEEELHES

BrASREREEIN AR B EEAHERF]
REZE2016F6 A30H L6 ARNEIEEES -
HE S BRI AR B ER FHES -

RS

EFeUIMAEZREEE2016F6 A30H 1
6188 2 EIRZ S (201546 A30H : #) -

TEER

EFERA HE20165F6H30B E6AAR -
RNAB—HEBTEMARAMERI4E 2D
ERTAIREEE RS (XSRS -
MERFI iR Z= B o

EERTAIMRA2 1T EE RITEARE
(MTBER ) ERBL AR TEAR— AR
£

ARRNARREITRABE - ITHARZBET
HARBEFETmELELERET EFSRE
BERFERITREH 2 AERRE—A - AR
REEREEMERMZIEE  REFHARARER
B 77 A B A K AR R a8 R AT e

EEBTRIEXALNGTR  FERITESRE
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WIMBARBZIFNTES BRI EERE
£ o R > RBARBZ AR - FIBIEH
TEFAXBERTRTHAHRR - Hit - BEF
R CERRENEBERARARIZERE
AEBNMEREREATAMRI ZARE -



CORPORATE GOVERNANCE (continued)

Pursuant to Rules 3.10(1), 3.10A, 3.21 and 3.25 of the Listing Rules and
CG Code Provision A.5.1, (i) the Board is required to have at least three
independent non-executive directors; (ii) the Board is required to have
independent non-executive directors representing at least one third of the
Board; (iii) the audit committee must comprise a minimum of three
members, at least one of whom is an independent non-executive director
with appropriate professional qualifications or accounting or related
financial management expertise; (iv) the remuneration committee is
required to be chaired by an independent non-executive director and (v)
the nomination committee is required to be chaired by the chairman of
the board or an independent non-executive director.

Mr. Hu Bin resigned as an independent non-executive director, the
chairman of the remuneration committee, and a member of each of the
audit committee and the nomination committee of the Company on 3
February 2016. The Company appointed Mr. Xiao Sui Ning as an
independent non-executive director, the chairman of the remuneration
committee, and a member of each of the audit committee and the
nomination committee of the Company on 27 April 2016. Since the
Company was not able to identify suitable candidate to take up the
vacancy left by Mr. Hu Bin instantly, the Company was not in compliance
with the requirements prescribed under Rules 3.10(1), 3.10A, 3.21 and
3.25 of the Listing Rules and CG Code Provision A.5.1 during the period
from 3 February 2016 to 26 April 2016.

CHANGES IN MEMBERSHIP OF THE BOARD

The changes in membership of the Board since the date of the Company’s
2015 Annual Report:

Mr. Hu Bin resigned as an independent non-executive director, the
chairman of the remuneration committee, and a member of each of the
audit committee and the nomination committee of the Company,
effective from 3 February 2016.

Mr. Xiao Sui Ning has been appointed as an independent non-executive
director, the chairman of the remuneration committee, and a member of
each of the audit committee and the nomination committee of the
Company, all with effect from 27 April 2016.

TEEBR®

R ETARBIZE3.10(1) ~ 3.10A ~ 3.21 & 3.25
A R EERTAHEX AL 1R ZIEE ()
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules. Specific enquiries have been made to all the directors,
and the directors have confirmed that they have complied with the Model
Code as set out in Appendix 10 to the Listing Rules throughout the six
months ended 30 June 2016.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
all the independent non-executive directors of the Company, namely Prof.
Jiang Ping, Mr. Lau Yip Leung and Mr. Xiao Sui Ning. The Audit
Committee has reviewed with management the accounting principles and
practices adopted by the Group, the unaudited interim results for the six
months ended 30 June 2016, and discussed the financial control, internal
control and risk management systems.

By order of the Board
Nan Hai Corporation Limited
Yu Pun Hoi
Chairman

Hong Kong, 25 August 2016

Nan Hai Corporation Limited
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