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INDEPENDENT REVIEW REPORT
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To the Board of Directors of Nan Hai Corporation Limited
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim condensed consolidated financial
statements set out on pages 5 to 81 which comprise the condensed
consolidated statement of financial position of Nan Hai Corporation
Limited and its subsidiaries (collectively referred to as the “Group”) as
of 30 June 2018 and the related condensed consolidated income
statement, condensed consolidated statement of comprehensive
income, condensed consolidated statement of cash flows and
condensed consolidated statement of changes in equity for the six-
month period then ended, and a summary of significant accounting
policies and other explanatory notes (the “interim condensed
consolidated financial statements”). The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” ("HKAS 34")
issued by the Hong Kong Institute of Certified Public Accountants. The
directors are responsible for the preparation and presentation of the
interim condensed consolidated financial statements in accordance
with HKAS 34.

Our responsibility is to express a conclusion on the interim condensed
consolidated financial statements based on our review. This report is
made solely to you, as a body, in accordance with our agreed terms of

engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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INDEPENDENT REVIEW REPORT (continued)

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 "Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
interim financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an
audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the interim condensed consolidated financial

statements are not prepared, in all material respects, in accordance
with HKAS 34.

OTHER MATTER

The comparatives in the condensed consolidated income statement,
condensed consolidated statement of comprehensive income,
condensed consolidated statement of cash flows and condensed
consolidated statement of changes in equity for the six-month period
ended 30 June 2017, and the related explanatory notes have not been
reviewed in accordance with HKSRE 2410 or audited.

BDO Limited
Certified Public Accountants

Chiu Wing Cheung Ringo
Practising Certificate no. P04434

Hong Kong
29 August 2018
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CONDENSED CONSOLIDATED INCOME

STATEMENT — UNAUDITED
For the six months ended 30 June 2018
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For the six months
ended 30 June

BZ6HA30RA161EA
2018 2017
Notes HK$'000 HK$'000
g FET FET
(Re-presented)
(&%)

Revenue g 6(a) 8,635,655 8,184,548
Cost of sales and services provided SHE RIRMARTE 2 B (2,703,856) (3,285,496)
Gross profit =5 5,931,799 4,899,052
Other operating income E b A 6(b) 303,474 202,577
Selling and marketing expenses HEMMISHEERS (1,711,593) (1,296,470)
Administrative expenses TERAY (672,680) (455,567)
Other operating expenses HgEMs (921,339) (453,099)
Finance costs BERAR 7 (522,270) (298,015)
Gain on fair value change on financial BARBERERERREY

liabilities at fair value through CRBEZANEBEEZY S

profit or loss 29,406 21,573
Impairment loss on trade receivables EUNE 53R E K8 (28) (96)
Impairment loss on other receivables H b e WK IR B B 18 (16,344) -
Gain on disposal of non-current HEFEREIERBDEE 2 Wi

assets held-for-sale 21,710 -
Loss on deemed disposal of an associate R {FH & — & A 7 2 E5i8 - (162)
Share of results of associates e /NI E 6,741 10,619
Share of result of a joint venture EBliE—EaEhEEE 521 -
Gain on fair value change on investment &YW E AR BEEEE) 2 WE

properties 13 1,053 2,117
Profit before income tax KRET BB AR R 8 2,450,450 2,632,529
Income tax expense FriS R X 9 (1,452,849) (1,423,331)
Profit for the period B s R 997,601 1,209,198
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CONDENSED CONSOLIDATED INCOME SSRGS NER — AR EZX »)
STATEMENT — UNAUDITED (continued)
For the six months ended 30 June 2018 HZE2018F 6 A30H IF61E A

For the six months
ended 30 June

BZ6HA30HILE6MA
2018 2017
Notes HK$’'000 HK$'000
{h=a FET FET
(Re-presented)
(&%)
Profit/(Loss) for the period LTALTESSHRA
attributable to: A (EE) -
Owners of the Company RATHEA A 984,438 1,258,972
Non-controlling interests FEIERERERS 13,163 (49,774)
997,601 1,209,198
HK cent HK cent
A &AL
Earnings per share for profit BARLTEE AEML
attributable to the owners of BN zERER
the Company during the period
— Basic — HEK 11(a) 1.43 1.83

— Diluted — 5 11(b) 1.43 1.83
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Interim Report 2018

—E-\FE PHRE

OF COMPREHENSIVE INCOME — UNAUDITED — R&#E#

For the six months ended 30 June 2018
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For the six months
ended 30 June

BZ6H30HIL6MEA
2018 2017
HK$'000 HK$'000
THET THET
Profit for the period AR R 997,601 1,209,198
Other comprehensive income, Hib2HWH  BEEHIE
including reclassification adjustments HE
Items that will not be reclassified subsequently BB T eE T HEERR
to profit or loss: ZHE
Fair value change in financial assets at fair value BAREEREM R R SR IE
through other comprehensive income, LEMEEZAAEEEE
net of tax (HERTIE) 16,117 -
ltems that may be reclassified subsequently AEREEF DA E B m AR
to profit or loss: ZHE
Exchange (loss)/gain on translation of financial WMEBINEFSBI ISR ZEH
statements of foreign operations (fE38) s (225,394) 183,203
Exchange (loss)/gain on translation of financial BRE G NI L D R BT SRR
statements of foreign associates R (&18) W (1,562) 2,454
Exchange loss on translation of financial BmE RN ERETBRE
statements of a foreign joint venture 2 TE H 518 (88) -
Exchange differences reclassified on deemed BREH & — S QA RIBEN
disposal of an associate, net of tax DR ZIEN =58 (KHE) - 359
Other comprehensive income for the period, HAHEMEZERE  BIEEH
including reclassification adjustments DR (210,927) 186,016
Total comprehensive income for the period HAZzHEWEERE 786,674 1,395,214
Total comprehensive income attributable to: UTATREZEKSEAE :
Owners of the Company PAN/NEIEZS DN 787,994 1,442,218
Non-controlling interests IR R (1,320) (47,004)
786,674 1,395,214
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

As at 30 June 2018

B AR & B B AR B 3R

M2018F 6 A30H

(Unaudited) (Audited)
(RBEXK) (&%)
30 June 31 December
2018 2017
20185 20175
6H30H 12R31H
Notes HK$'000 HK$'000
BiE FHET FET
ASSETS AND LIABILITIES EERGEE
Non-current assets FRBEE
Property, plant and equipment Y BE RRE 12 5,666,555 5,863,807
Investment properties REME 13 112,011 112,448
Prepaid land lease payments under KEHET BN HEES
operating leases 24,034 24,606
Interests in associates REEE R A2 s 150,772 145,593
Interest in a joint venture R—EeEbE s 5,846 5413
Amounts due from related parties ez NGIE R 25(b) 437,759 254,324
Available-for-sale financial assets AL ESREE - 135,915
Financial assets at fair value through BAABENEME R EEE
other comprehensive income EREE 151,817 -
Financial assets at fair value through BARBENERRERE
profit or loss EREE 498 -
Long term trade receivables REEWE 558 15 1,185 2,310
Deposits, prepayments and other receivables &  JA R & E At fE W FIR 1,297,340 901,850
Intangible assets BVEE 14 6,335,483 6,438,083
Deferred tax assets ERBIBEE 808,790 596,985
Pledged and restricted bank deposits BHERRZBHRITER 3,646,153 3,591,605
18,638,243 18,072,999
Current assets REEE
Inventories =7E 15,686,035 15,319,232
Financial assets at fair value through BARBENERREE .
profit or loss EREE 98,137 199,474
Financial assets at amortised costs REBENATECEREE 118,554 -
Held-to-maturity investment HEEIESRE - 120,106
Trade receivables JEWE 55018 15 500,357 677,298
Deposits, prepayments and other receivables %% ~ JE U8 J H fth e W 508 3,174,660 2,992,945
Amounts due from associates JE U & A Bl 500 12,599 11,238
Amount due from a joint venture W —EaEtERE 2,403 2,491
Amounts due from related parties JRE UL 32 A R R IE 25(b) 1,544 4,064
Pledged and restricted bank deposits EERRXBHRITER 6,081,903 5,080,474
Cash and cash equivalents BehZERREER 3,111,520 4,397,710
28,787,712 28,805,032
Non-current assets held-for-sale BEHEZIERDEE - 15,018
28,787,712 28,820,050




CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (continued)
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As at 30 June 2018 M2018F 6 A30H
(Unaudited) (Audited)
(RBER) (%)
30 June 31 December
2018 2017
2018 2017 F
6H30H 12A31H
Notes HK$'000 HK$'000
By sE FTET FHET
Current liabilities REBeE
Trade payables JENEB S 51E 16 1,562,571 2,137,185
Other payables and accruals EMERRIE R ERTE R 1,662,516 1,439,633
Contract liabilities BREE 6(a) 7,064,058 -
Receipt in advance and deferred revenue BN FUE MR U 2S - 6,851,766
Provision for tax TRIBRE 3,923,873 3,823,364
Amount due to a director R—HEEZHIE 7,177 9,878
Amount due to an associate R—EE & AR 5,492 5,492
Amounts due to related parties REAEBNBIFIA 25(b) 94,738 135,669
Bank and other borrowings RITREMEE 17 10,570,674 9,653,920
Finance lease liabilities BERERRE 45,214 59,189
Convertible and exchangeable bonds AR K A B H 18 1,190,211 1,172,381
Financial liability at fair value BAREBENEERER Y
through profit or loss SRAE 18 49,709 86,908
26,176,233 25,375,385
Net current assets REEETRE 2,611,479 3,444,665
Total assets less current liabilities EEABRTEER 21,249,722 21,517,664
Non-current liabilities FRBEE
Long term trade payables REENE S5 16 2,943 7,757
Other employee benefits HiEBER] 2,037 2,064
Bank and other borrowings RITREMES 17 12,634,443 13,242,534
Finance lease liabilities BmEREaE 11,860 27,984
Provision for warranty RIE B 4,058 3,917
Financial liability at fair value BARBENERREE .
through profit or loss eREE 7,793 -
Deferred tax liabilities RIEFIAE & 1,010,252 1,038,158
13,673,386 14,322,414
Net assets EEZE 7,576,336 7,195,250
EQUITY xR
Share capital RN 19 686,455 686,455
Reserves s 5,876,077 5,456,775
Equity attributable to EDRBEEAELER
the Company's owners 6,562,532 6,143,230
Non-controlling interests R 1,013,804 1,052,020
Total equity ERAE 7,576,336 7,195,250
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CONDENSED CONSOLIDATED STATEMENT ffHGEEEREHRRK

OF CASH FLOWS — UNAUDITED — REBEZ
For the six months ended 30 June 2018 HZE2018F6 A30H 1E61@A

For the six months
ended 30 June

BZ6A30HL6MEA
2018 2017
HK$'000 HK$'000
FTHET FAET
Cash flows from operating activities RETB2HERE
Net cash generated from operating activities AL TS o R 981,695 1,619,141
Cash flows from investing activities RETHZHERE
Payments to acquire intangible assets BERTEEZNR (31,993) (12,509)
Payments to acquire property, plant and BEME  WERREB MK
equipment (387,041) (544,468)
Payments to acquire financial assets BERARBENERREZ S/
at fair value through profit or loss BEZMNR (2,015) (187,420)
Payments to acquire financial assets at fair value B AR BERH M2 EREEIE
through other comprehensive income ZEMEE MR (1,689) -
Proceeds from sales of financial assets HEERARBEREZEEZ &/
at fair value through profit or loss BEMSRIA 105,051 -
Net cash outflow arising from acquisition of HENBARIEmEE L
interest in subsidiaries e FE (4,393) (615)
Increase in long term deposits, other receivables R EfIZ S ~ H fh EU TR I8 K fE UL
and amount due from related parties B8 A |l FIEIE N (360,820) (226,112)
Increase in pledged and restricted bank deposits 2 #f K 5 [R &I $R 1717 5042 4N (1,188,298) (2,587,955)
Interest received B U F B 52,955 93,985
Payments of guarantee deposits Y RERS - (74,969)
Proceeds from disposal of partial interests in R2016 FHEHRB AR BHER
subsidiaries in 2016 FriS k1A - 170,145
Proceeds from disposal of property, HEME - WERKHEFTSHRIE
plant and equipment 406 19
Proceeds from sales of non-current assets HEBERSIERBEE
held-for-sale FriS k1A 36,728 -
Payments for setting up and acquisition of [BAASEE 1=V A S
associates - (9,365)

Net cash used in investing activities WE B TR F5E (1,781,109) (3,379,264)




CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS — UNAUDITED (continued)

For the six months ended 30 June 2018
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For the six months
ended 30 June

BZE6H30R1L6{EA
2018 2017
HK$’'000 HK$'000
FTHET FAT
Cash flows from financing activities RETEzRERE
Proceeds from bank and other borrowings RIT R E A B ERSHIE 3,290,283 8,348,099
Repayments of bank and other borrowings ERRITREMBEE (2,912,361) (2,099,900)
Repayments of capital element of finance BEREHEAGERSHS
lease liabilities (31,071) (13,451)
Repayments of interest element of finance EBEREHEAGNEHS
lease liabilities (4,776) (3,097)
Interest paid BRHE (778,922) (537,501)
(Repayment to)/Advance from a director (A—BEEER), KA
—REFIZBHK (2,601) 49,510
Payment to acquire non-controlling interests of ~ FHUREE T B A &) FEAERRAE 2515 30
subsidiaries (4,652) (12,717)
Capital contribution by non-controlling equity —HM B AR TR ER
holder of a subsidiary BFEENTEE - 3,721
Net cash (used in)/generated from BEZE (BT Frislhe #58
financing activities (444,100) 5,734,664
Net (decrease)/increase in cash and Re MERRESEE CRd), 1N
cash equivalents FER (1,243,514) 3,974,541
Cash and cash equivalents at 1 January RTATBZRERERREEER 4,397,710 1,172,620
Effect of foreign exchange rate changes, SMNBIERBEEIFR e HE
on cash held (42,676) 74,643
Cash and cash equivalents at 30 June R6A30RZREREFHREER 3,111,520 5,221,804
Analysis of the balances of cash and RERZERAASHB RN
cash equivalents
Cash at banks and in hand RITREFRE 3,111,520 5,221,804

11
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CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN EQUITY
For the six months ended 30 June 2018

Share
capital

B
(note 19)
(M 19)
HK$'000

Tax

Share
premium

Rtyas

HK$'000
TiEn

Equity attributable to the Company's owners

Capital
reserve

Brfith

HK$'000
Tn

AOFHA NE R

FvoCI
reserve
RAAEE
REMZE
hERE
i

General
reserve

Exchange
reserve

—HifE EjiftfE

HKS$'000
T

HKS'000
TER

HK$'000
T

Retained
profits

REER

HK$'000
-

ERRSEERER

= 20185F 6 A30H L6 1EA

Total

A%

HK$'000
TiEn

Non-
controlling
interests

FERER

HK$'000
TEn

HK$'000
Tin

At 1 January 2017 (audited) RO1TEIR1B(8EE) 686,455 965911 1,564,656 181,722 - 235,866 4715 4051766 1154233 5205999
Profit/(Loss) for the period BrEH/ (B8 - - - - - - 1258972 1258972 (49,774) 1,209,198
Other comprehensive income Et2EUE - - - - - 183246 - 183246 2770 186016
Total comprehensive income Br2EkEAE

for the period - - - - - 183,246 1258972 1442218 (47,004 1395214
Acquisition of non-controlling YENBAR 2R RS

interests in subsidiaries - - (335 - - - - (3,352 (9,365) (12717
Acqisition of a non-wholly owned ~ WE—FF2EHELR

subsidiary - - - - - - - - (10) (10)
Capital contribution by HBLAEERERLE

non-controlling shareholders

of subsidiaries - - - - - - - - 3721 3
Dividends relating to 2016 (note 10) 2016 218 (Mz£10) - - - - - - (1391 (137.291) - (13729
At 30 June 2017 (unaudited) W2017E6B30R (REBK) 686455 965911 1,561,304 181,722 - 419112 1538837 5353341 1101575 6454916
At 1 January 2018 (audited) WoI8E1 A1B(BER) 686,455 965,911 1,564,582 184,034 - 756,668 1985580 6,143,230 1,052,020 7,195,250
Effect on adoption of HKFRS 9 FhERERE LR

(note 3) FoF 7P (WE3) - - - - (1,580) - (104,355)  (105,935) - (105,935
Effect on adoption of HKFRS 15 B AN KFE %S

note 3) F15%2F2(3) - - - - - - (104,537)  (104,537) - (104,537)
At 1 January 2018 (restated) ROBFE1ATB(EER) 686455 965911 1,564,582 184,034 (1,580) 756,668 1,776,688 5,932,758 1,052,020 6,984,778
Profit for the period byl - - - - - 984438 984,438 13,163 997,601
Other comprehensive income  Eft2EHE - - - - 16117 (212,561) - (196,444)  (14,483) (210,927)
Total comprehensive income Bh2ENREE

for the period - - - - 16117  (212,561) 984,438 787,994 (1,320) 786,674
Acquisition of non-controlling WERBLAA S RiER

interests in subsidiaries - - (335) - - - - (335) (4,317) (4,652)
Acquisition of a non-wholly owned  WEE—FFF2EH B2

subsidiary - - - - - - - - 2,801 2,801
Dividends to non-controlling ERElEPGE S

interest of a subsidiary BRI RS - - - - - - - - (35380)  (35,380)
Dividends relating to 2017 (note 10) 2017 & 2 B8 (¥ 10) - - - - - - (157,885)  (157,885) - (157,885)
At 30 June 2018 (unaudited) R20185F6 A30 R (REBH) 686,455 965911 1,564,247 184,034 14,537 544107 2,603,241 6,562,532 1,013,804 7,576,336




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS
For the six months ended 30 June 2018

1.

GENERAL INFORMATION

Nan Hai Corporation Limited (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 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 Company and its subsidiaries (the “Group”) are principally
engaged in culture and media services, property development,
enterprise cloud services, internet lifestyle platform and
innovative business.

BASIS OF PREPARATION

These condensed consolidated interim financial statements have
been prepared in accordance with Hong Kong Accounting
Standard 34 ("HKAS 34"), issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA") and the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”). These condensed consolidated interim financial
statements were authorised for issue on 29 August 2018.

These condensed consolidated interim financial statements have
been prepared with the same accounting policies adopted in the
2017 annual financial statements, except for those that relate to
new standards or interpretations effective for the first time for
periods beginning on or after 1 January 2018. This is the first set
of the Group's financial statements in which HKFRS 9 and HKFRS
15 have been adopted. Details of any changes in accounting
policies are set out in note 3.
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1 4 Nan Hai Corporation Limited
FEIERERAE

NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018F 6 A30H L6 E A

2. BASIS OF PREPARATION (continued) 2. WEE%E »)
The preparation of these condensed consolidated interim REFEBBITERNE MR 2 L ERS
financial statements in compliance with HKAS 34 requires the use RiGFATPHTBmERBEELESZEHR
of certain judgements, estimates and assumptions that affect the FERULRERNEZSEERABE WAK
application of policies and the reported amounts of assets and M 2HeB o5 THE - F5H R
liabilities, income and expenses on a year to date basis. Actual HoEBERGERAEEZEGTEMRAT
results may differ from these estimates. The areas where Bl EREMBERRLREZEREL 2
significant judgements and estimates have been made in BRI R b5t 2 SEN M T4 NIKEE -
preparing the financial statements and their effect are disclosed
in note 4.
These condensed consolidated interim financial statements are M REHEBEEN SRR A R
presented in Hong Kong Dollars (“HK$"), unless otherwise BmRIIABTUAT] 23 - 5
stated. These condensed consolidated interim financial G ERREEEHESTE
statements contain condensed consolidated financial statements MRNMETFHANT - ZEWTF2EY
and selected explanatory notes. The notes include an explanation BRRAEE 52017 FFE P B @K T
of events and transactions that are significant to an AR BRIAREEEMEBEERZ
understanding of the changes in financial position and ENHRZTSEHE o It EEBEA P EAET
performance of the Group since the 2017 annual financial HREREWEENBERIEE ST R
statements. These condensed consolidated interim financial EEAN(EEPFEREED D GREE
statements and notes do not include all of the information B MEMBZFMEEN  WEEASE
required for a complete set of financial statements prepared in B 2017 FFEEHRER —HF5IE -

accordance with Hong Kong Financial Reporting Standards (the
"HKFRSs") and should be read in conjunction with the 2017
annual financial statements.

These condensed consolidated interim financial statements are HEERRAR S P H R R A LT
unaudited, but has been reviewed by BDO Limited in accordance e EEEY EEZSHMESMER
with Hong Kong Standard on Review Engagements 2410, NAIEBREBSHMACEAZEEE
“Review of Interim Financial Information Performed by the FIRIEAERIZE 241098 [ B 2 B L ZH
Independent Auditor of the Entity”, issued by the HKICPA. BDO FEM P S AR £17EM - FF
Limited’s independent review report to the Board of Directors is VIEREREHMEBAERARMRES

included on pages 3 and 4. SELZ B EMBRERNEINIE -




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3.

CHANGES IN HKFRSs

Adoption of new/amended HKFRSs — effective
from 1 January 2018

The HKICPA has issued a number of new or amended HKFRSs
that are first effective for the current accounting period of the

Group:

HKFRS 9, Financial Instruments

HKFRS 15, Revenue from Contracts with Customers
HK(IFRIC)-Interpretation 22, Foreign Currency Transactions
and Advance Considerations

Amendments to HKFRS 2, Classification and Measurement

of Share-based Payment Transactions

Amendments to HKFRS 4, Applying HKFRS 9 Financial
Instruments with HKFRS 4 Insurance Contracts

Amendments to HKAS 28 included in Annual Improvements
to HKFRSs 2014-2016 Cycle, Investments in Associates and
Joint Ventures

Amendments to HKAS 40, Transfers of Investment Property

Amendments to HKFRS 1 included in Annual Improvements
to HKFRSs 2014-2016 Cycle, First-time Adoption of Hong
Kong Financial Reporting Standards

The impact of the adoption of HKFRS 9 Financial Instruments (see
note 3A below) and HKFRS 15 Revenue from Contracts with
Customers (see note 3B below) have been summarised below.
The other new or amended HKFRSs that are effective from 1

January 2018 did not have any material impact on the Group's
accounting policies.

Interim Report 2018
T )\FE R PRE

IGLEEES SR )

BZE 201846 A30 B L6 1A A
3. BERVBBREEANES

R R BERMBRE
¥R — BH2018F1 1R B4
A
BEEGHMOG AN S BN XL
AEBMBRELD  HFRANAE
B2 8 AT & AT EAR R A

s FEAUBHSEAFIRIERMT
]

o  FEBUBWME
P& #da ]

ERFI5%H [REF

o FR(ERFBHREREBLZESY)—
BREE 2% INER Z RIENHRE]

o EBUMBWMEEAE 25BN
in mERZ MR 52 5B NET

£

o  EBUBWMELERIE LR 2EE]E
BBV BRELENE4RREE
WERAD BV HRELENEIRS
BT A ]

o MWMABRBUBHMESEN014FE
016 FRMFEBCE 2 BB AL
A 2857 2 ER] ITRBE RRI KA
BEEZIRE]

o  FHEGHERFEIOREF [EE
BEWE]

o MABRBHMBHEEN2014FE
2016 FEMFEE 2 B AN BR
HEAFEIR BT BARNE
BB R IR YER ]

RMEEMBERELEANEIRI SR TA]
(R TXMFE3A) REBE B HREEAE
1558 [REFFPEMRE] (R TXMHE
3B)ZFEMAMMNT - H2018F1A1H
FEAE R B A # AT AR IER] BB B 75
SREABAREZ @ BRLBEEME
N2

15




1 6 Nan Hai Corporation Limited
FEIERERAE

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

s E P HRRME
HZE2018F6 A30H IE6{EA

3. BEMBHREERNES w0
R E I R Rz # /TR
AERMBREEN 2HE
IBELEES R P
/TR RS RSB
f5 0 MR RO R ISR R B R R IR
e REE B AR R BB ERZ

3. CHANGES IN HKFRSs (Continued)

Impact of new/amended HKFRSs which are issued
but not yet effective

The following new/amended HKFRSs, potentially relevant to the
Group's financial statements, have been issued, but are not yet
effective and have not been early adopted by the Group. The
Group's current intention is to apply these changes on the date

they become effective. HERAEAEE -

Annual Improvements Improvements to HKFRSs' 2014 F £ 20164 EARUBRE
to HKFRSs 2014-2016 BHEBMGRE  ERIZUE
Cycle BRI 2 FEHGE

Amendments to HKFRS 9 Prepayment Features with BB SHREAER BEEa®EY

Negative Compensation'’ BT 2AEET 2 AT

HKFRS 16 Leases' BRI mEER HE!

F 1655
HKFRS 17 Insurance Contracts? BB SR ELER| R A R2
17 5%
HKAS 19 Employee Benefits’ HEBGFERE 195 EBERA
HKAS 28 Long-term Interests in B GFTERFE 2890 AEEE QT
Associates or Joint Ventures' BEDEL
KA
HK(IFRIC)-Int 23 Uncertainty over Income Tax G (B SS®RE  ERERE Y
Treatments' ZEZEeE THEE M
—EE 2398
Amendments to Sale or Contribution of Assets SIS EREER| & E A

HKFRS 10 between an Investor and FI0HELREEGST ARHAE
and HKAS 28 its Associate or Joint Venture® HEBIZE 2857 2 IBF] DEZMEM
A
! Effective for annual periods beginning on or after 1 January 2019 ! 201961 A1 Bz & B0 2 FE 5
/0
2 Effective for annual periods beginning on or after 1 January 2021 2 20211 A1 Bz & B ih 2 FE 8
/0
3 The amendments were originally intended to be effective for periods 3 ZEBITRTER2016F1 A1 R 2EH

W2 BRI AR o £ HBREWRL B
B o IRF AR EIEATIDRAERT -

beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continues to
be permitted.




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)

Impact of new/amended HKFRSs which are issued

but not yet effective (Continued)
HKFRS 16 — Leases

HKFRS 16, which upon the effective date will supersede HKAS 17
"Leases” and related interpretations, introduces a single lessee
accounting model and requires a lessee to recognise assets and
liabilities for all leases with a term of more than 12 months, unless
the underlying asset is of low value. Specifically, under HKFRS 16,
a lessee is required to recognise a right-of-use asset representing
its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. Accordingly,
a lessee should recognise depreciation of the right-of-use asset
and interest on the lease liability, and also classifies cash
repayments of the lease liability into a principal portion and an
interest portion and presents them in the statement of cash flows.
Also, the right-of-use asset and the lease liability are initially
measured on a present value basis. The measurement includes
non-cancellable lease payments and also includes payments to
be made in optional periods if the lessee is reasonably certain to
exercise an option to extend the lease, or to exercise an option
to terminate the lease. This accounting treatment is significantly
different from the lessee accounting for leases that are classified
as operating leases under the predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17.
Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account for those two types of

leases differently.

The standard will affect primarily the accounting for the Group's
operating leases. As at 30 June 2018, the Group has non-
cancellable operating lease commitments of HK$14,410,912,000.
However, the Group has not yet determined to what extent these
commitments will result in the recognition of an asset and a
liability for a future payments and how this will affect the Group's

profit and classification of cash flows.
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Nan Hai Corporation Limited

MR AR AR

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3.

CHANGES IN HKFRSS (Continued)

Impact of new/amended HKFRSs which are issued
but not yet effective (Continued)

HKFRS 16 — Leases (Continued)

Some of the commitments may be covered by the exception for

short-term and low-value leases and some commitments may

relate to arrangements that will not qualify as leases under HKFRS

16.

The standard is mandatory for the first interim periods within

annual reporting periods beginning on or after 1 January 2019.
At this stage, the Group does not intend to adopt the standard
before its effective date.

A. HKFRS 9 Financial Instruments ("HKFRS 9")

Classification and measurement of financial
instruments

HKFRS 9 replaces HKAS 39 Financial Instruments:
Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for
financial instruments: (1) classification and
measurement; (2) impairment and (3) hedge
accounting. The adoption of HKFRS 9 from 1 January
2018 has resulted in changes in accounting policies of
the Group and the amounts recognised in the
condensed consolidated interim financial statements.
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
3. CHANGES IN HKFRSs (continued) 3. EARAUKHREERNES »
A. HKFRS 9 Financial Instruments (“"HKFRS 9") A BBUBRBHEEAEIRE
(Continued) AMIE(EBMERSER
L ANE )
(i)  Classification and measurement of financial (i) SEIAZZERIEE)
instruments (Continued)
The following tables summarised the impact, net of TR BEEE T B SR
tax, of transition to HKFRS 9 on the opening balance HAERIE QR E B E 20185 1
of retained earnings and FVOCI reserve as of 1 A1BZRBEBFRZRAA
January 2018 as follows (increase/(decrease)): BEREMEAKRFEE 2
HEBNTZE(NBREIE)
(g, CRd))

HK$'000
TERT

Retained earnings REEA
Retained earnings as at 31 December 2017 R2017 12 A31 B2 REBF 1,985,580
Increase in expected credit losses (“ECLs") in e E 5 7B K E b e W FIE 2
trade receivables and other receivables HHEEBE(BEREESE]
(note 3A(ii) below) 20 (R ST HT =E 3A() (139,139)
Increase in deferred tax assets relating to BERERE CELEHRIBEEL N
impairment provisions 34,784
Restated retained earnings as at 1 January 2018 14201841 A1 B 2 RE MR E BF 1,881,225
HK$'000
TERT
FVOClI reserve BAABERAEMEZEKEEE 2 RE
Reserves balances at 31 December 2017 R2017 F12 A 31 B2 FE L& -
Restated reserves balance as at 1 January 2018 201841 A1 B 7 BBl EE A4 (1,580)
FVOCI reserve as at 1 January 2018 R2018F 1 A1 B2 RAREBEREMEE

IR ETE 7 (1,580)
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Nan Hai Corporation Limited

MR AR AR

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSS (Continued)

A. HKFRS 9 Financial Instruments (“HKFRS 9")
(Continued)

(i)

Classification and measurement of financial
instruments (Continued)

HKFRS 9 basically retains the existing requirements in
HKAS 39 for the classification and measurements of
financial liabilities. However, it eliminates the previous
HKAS 39 categories for financial assets of held-to-
maturity financial assets, loans and receivables and
available-for-sale financial assets. The adoption of
HKFRS 9 has no material impact on the Group's
accounting policies related to financial liabilities and
derivative financial instruments. The impact of HKFRS
9 on the Group's classification and measurement of
financial assets is set out below.

Under HKFRS 9, except for certain trade receivables
(that the trade receivables do not contain a significant
financing component in accordance with HKFRS 15),
an entity shall, at initial recognition, measures a
financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss
("FVTPL"), transaction costs. A financial asset is
classified as: (i) financial assets at amortised cost
("amortised costs”); (ii) financial assets at fair value
through other comprehensive income (“FVOCI"); or
(i) FVTPL (as defined in above). The classification of
financial assets under HKFRS 9 is generally based on
two criteria: (i) the business model under which the
financial asset is managed and (i) its contractual cash
flow characteristics (the “solely payments of principal
and interest” criterion, also known as “SPPI criterion”).
Under HKFRS 9, embedded derivatives is no longer
required to be separated from a host financial asset.
Instead, the hybrid financial instrument is assessed as
a whole for the classification.
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NOTES TO CO

NDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES
A. HKFRS 9
(Continued)

IN HKFRSs (Continued)
Financial Instruments (“"HKFRS 9")

(i)  Classification and measurement of financial
instruments (Continued)

A financial asset is measured at amortised cost if it
meets both of the following conditions and it has not

been

designated as at FVTPL:

It is held within a business model whose
objective is to hold financial assets in order to
collect contractual cash flows; and

The contractual terms of the financial asset give
rise on specified dates to cash flows that meet
the SPPI criterion.

A debt investment is measured at FVOCI if it meets

both
desig

of the following conditions and it has not been
nated as at FVTPL:

It is held within a business model whose
objective is to be achieved by both collecting
contractual cash flows and selling financial
assets; and

The contractual terms of the financial asset give
rise on specified dates to cash flows that meet
the SPPI criterion.
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Nan Hai Corporation Limited

MR AR AR

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)

A. HKFRS 9 Financial Instruments (“HKFRS 9")
(Continued)

(i)

Classification and measurement of financial
instruments (Continued)

On initial recognition of an equity investment that is
not held for trading, the Group could irrevocably elect
to present subsequent changes in the investment’s
fair value in other comprehensive income. This
election is made on an investment-by-investment
basis. All other financial assets not classified at
amortised cost or FVOCI as described above are
classified as FVTPL. This includes all derivative
financial assets. On initial recognition, the Group may
irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised
cost or FVOCI at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that

would otherwise arise.
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZ2018F6 A30HIE61EA
3. CHANGES IN HKFRSs (Continued) 3. ﬁ%ﬂjﬁ%ﬁ%iﬂ%—ﬁu@ﬁ(%)
A. HKFRS 9 Financial Instruments (“HKFRS 9") A BEUMEBREEDNEIES

(Continued) MTE(HEEBUMEREER
L ANE )

(i)  Classification and measurement of financial (i) SBITAZHERHEE)
instruments (Continued)
The following accounting policies would be applied UTeHF MBS ERNAE
to the Group's financial assets as follows: BremEENT :
FVTPL FVTPL is subsequently measured at fair value. Changes in fair value,

dividends and interest income are recognised in profit or loss.

BAREERERRERE BARBEABESRREEERRAABENE ANEE REK
FBWAZ BB TR T HER o

Amortised costs Financial assets at amortised cost are subsequently measured using
the effective interest rate method. Interest income, foreign
exchange gains and losses and impairment are recognised in profit
or loss. Any gain on derecognition is recognised in profit or loss.

S IO HHIENAY R e RMEERRRAERMZETE - MEKRA
PR LR ES N RS R - R UIEHERZERRABR BT
FVOCI (equity investments) Equity investments at fair value through other comprehensive

income are measured at fair value. Dividend income are recognised
in profit or loss unless the dividend income clearly represents a
recovery of part of the cost of the investments. Other net gains and
losses are recognised in other comprehensive income and are not
reclassified to profit or loss.

BonBEREBEEKES BARBEREMEZARERE 2 RATARRRAABEE -
BRI (BATA) B am N B ER - FRIFBRERARBEEREX AT DU E - B

flol et R BIRFEN R 2 E R aER - Y TEHHBERE
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Nan Hai Corporation Limited

MR AR AR

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSS (Continued)
A. HKFRS 9 Financial Instruments (“HKFRS 9")

(Continued)

(i)

Classification and measurement of financial
instruments (Continued)

(a)

As of 1 January 2018, certain investment in
unlisted equity investments were reclassified
from available-for-sale financial assets to FVOCI.
The Group intends to hold these equity
investments for long term strategic purposes.
Under HKFRS 9, the Group has designated
these equity investments at the date of initial
application as measured at FVOCI. As a result,
financial assets with a carrying amount of
HK$135,591,000 were reclassified from available-
for-sale financial assets at cost to FVOCI and fair
value loss of HK$1,580,000 were recognised to
the FVOCI reserve on 1 January 2018.

In addition to (a) above, listed debt investments
were reclassified from held-to-maturity investment
to financial assets at amortised cost, as the
Group's business model is to collect contractual
cash flow from these financial assets. These

listed debt investments meet the SPPI criterion.
As such, listed debt investments with a carrying
amount of HK$120,106,000 were reclassified
from held-to-maturity investment to financial
assets at amortised costs and there was no
impact on the statement of financial position on
1 January 2018.

RS P M B |R M=

B = 2018F 6 H30H L6 fEA

3. BERMB®
A.

L£EREH w0

BERVBRELEAUFIRS
MITA(ERMBEREER
£kl

() 2BIAZHER:E )

(a)

R2018%F181H &
FRIELTRARE 2
KERAHETEESHE
EEFHBEBRANE
EREMEERZE
B AEEBBERZSE
f& A% & 1 K HA SR R 14
R - RIEBEBEMBER
EEBIE IS - RIIX
JERBH - NEBEEIE
ERERREELRRNS
EBEAEME2EWER
2 Btk R201841
A1H- BR @ E A
135,591,000 7T 2 & 7
BEBEKAFTE 2T
HEESREEEHND
HERALBEEREM
PHEWHEE  UEA
7t & B /& 181,580,000
BEIRNEARBERE
th 2 TR K 35 R B2 £ 15 P
ﬁggfu ©

Br EX(a)5h - ETHIERS
KRERBEZDEIRE
EFOERBEXE
FECEREERIE
RERAEE 2 EHKIE
ATy EEKER B #ZE
TREELANEER
2 RELMEBKRE
4 SPPIER o FE I -
8R ™ 18 /4 120,106,000
BT EEBIRE S
BEZIHREETD
HEREHEKRATEL
TRIEE - B 2018 F
1AM ZHBMRRE

=

3 oy
WL -



Interim Report 2018
“E-)\EE PH®mE

25

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

IGLEEES SR )
HZ2018F6 A30HIE61EA

3. CHANGES IN HKFRSs (Continued) 3. §%Eﬂi§$ﬁ%$ﬁﬂ@§b(%)

A. HKFRS 9 Financial Instruments ("HKFRS 9") A BEREUYBHBEENFEIRE
(Continued) ﬁlﬂ(rﬁﬁﬂﬁﬁiﬁ%—’%,ﬁu
L ANE )
(i)  Classification and measurement of financial (i) SEIAZZERIEE)

instruments (Continued)

T = BE 7S & E 52 2018 F 1
A1ESESREERES
BeTEAFRRERFTE
MR RBEE BV SRS LE
BIB9St 2 Fat 2487 :

The following table summarises the original
measurement categories under HKAS 39 and the new
measurement categories under HKFRS 9 for each
class of the Group's financial assets as at 1 January
2018:

Carrying Carrying
amount as at amount as at
Original classification New classification 1 January 2018 1 January 2018
Financial assets under HKAS 39 under HKFRS 9 under HKAS 39 under HKFRS 9
BEEBE RETBRE
RETBRE RRFE39H  HEEAFIR
RESBETER LERZE IR R2018E1H10 R2018FE141H
F39REFES ok it ZIREE ZIREE
HK$'000 HK$'000
TER TET
Listed equity investments  Held-for-trading FVTPL 199,474 199,474
FIRARE BIEEE BARBEABEREE
Unlisted debt investments  Available-for-sale financial FVTPL 324 324
assets (at fair value)
FEMEREE AHRNESHEE BRAABERNEEEERRE
(B EER)
Listed debt investments ~ Held-to-maturity investment ~ Amortised cost 120,106 120,106
(note 3A(i)(b))
LTHERERE HEZIMRE (E3AGb) ZHEKA
Unlisted equity investments  Available-for-sale financial FVOCI 135,591 134,011
assets (at cost) (note 3A(i)(a))
EEMBRARE AHRNESHEE(BRA) RAABERELZE
(B 3E 3AG) @) WamE
Trade and other receivables Loans and receivables Amortised cost 2,724,822 2,585,683
B 5 REMEGUR ERREKFUR BHKA
Other loans and receivables Loans and receivables Amortised cost 272,117 272,117
HuEF R ERGE SRR RENRFIE BN
Pledged and restricted Loans and receivables Amortised cost 8,672,079 8,672,079
bank deposits
BERAREZBHFIER  ERRERHE BHKA
Cash and cash equivalents  Loans and receivables Amortised cost 4,397,710 4,397,710
RekERHLHEE ERREWFUR BHEKA
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSS (Continued)

A. HKFRS 9 Financial Instruments ("HKFRS 9")
(Continued)

(ii)

Impairment of financial assets

The adoption of HKFRS 9 has changed the Group's
impairment model by replacing the HKAS 39
“incurred loss model” to the “ECL model”. HKFRS 9
requires the Group to recognise ECLs for trade
receivables, financial assets at amortised costs,
contract assets and debt investment at FVOCI earlier
than HKAS 39. Cash and cash equivalents and
pledged and restricted bank deposits are subject to
ECL model but the impairment is immaterial for the
current period.

Under HKFRS 9, the losses allowances are measured
on either of the following bases: (1) 12 months ECLs:
these are the ECLs that result from possible default
events within the 12 months after the reporting date:
and (2) lifetime ECLs: these are ECLs that result from
all possible default events over the expected life of a
financial instrument.

Measurement of ECLs

ECLs are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects
to receive. The shortfall is then discounted at an
approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowances for
trade receivables and other receivables using HKFRS
9 simplified approach and has calculated ECLs based
on lifetime ECLs. The Group has established a
provision matrix that is based on the Group's
historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the
economic environment.
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B = 2018F 6 H30H L6 fEA
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)

A. HKFRS 9 Financial Instruments (“HKFRS 9")
(Continued)

(ii)

Impairment of financial assets (Continued)
Measurement of ECLs (Continued)

For other debt financial assets, the ECLs are based on
the 12-months ECLs. The 12-months ECLs is the
portion of the lifetime ECLs that results from default
events on a financial instrument that are possible
within 12 months after the reporting date. However,
when there has been a significant increase in credit
risk since origination, the allowance will be based on
the lifetime ECLs. When determining whether the
credit risk of a financial asset has increased
significantly since initial recognition and when
estimating ECLs, the Group considers reasonable and
supportable information that is relevant and available
without undue cost or effort. This includes both
quantitative and qualitative information and analysis,
based on the Group’s historical experience and
informed credit assessment and including forward-
looking information. The Group's debt investment at
FVOCI are considered to have low credit risk since the
issuers’ credit rating are high.

The Group assumes that the credit risk on a financial
asset has increased significantly if it is more than 90
days past due.

The Group considers a financial asset to be in default
when: (1) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by
the Group to actions such as realising security (if any
is held); or (2) the financial asset is more than 360 days
past due.

The maximum period considered when estimating
ECLs is the maximum contractual period over which
the Group is exposed to credit risk.
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 H=2018F 6 A30H L6 @A

3. CHANGES IN HKFRSs (Continued) 3. é%ﬂjiﬁiﬁ%%ﬁ“@iﬁ(%)
A. HKFRS 9 Financial Instruments ("HKFRS 9") A BEERMBHREENFEINE
(Continued) MTA(EEBMBREER

Fowm @)
(i) Impairment of financial assets (Continued) (i) ZHEEZHEE)
Presentation of ECLs TERIE B R 25
Loss allowances for financial assets measured at REEKATEZeREE
amortised cost are deducted from the gross carrying ZEEBEREEZAR®R
amount of the assets. For debt investment at FVOCI, BEFROR - EAABER
the loss allowance is recognised in OCI, instead of EmerEWaEIE 2 EBEK
reducing the carrying amount of the assets. EmME BEBEEREME
HWRER - MIEREER
EEHR -

Impact of the ECL model TG EEREA ZE

(@)  Impairment of trade receivables (a) EWREZFIEZRE
As mentioned above, the Group applies the B0 E R  AREE
HKFRS 9 simplified approach to measure ECLs FEREEMEHREZER
which adopts a lifetime ECLs for all trade FoRBLETETEH
receivables. To measure the ECLs, trade EEEE  2afERE
receivables have been grouped based on SHIBHRAFRATEL
shared credit risk characteristics and the days EEEIE - AFT=TEH
past due. The loss allowance for trade EEEE  BREIHR
receivables as at 1 January 2018 was determined HERBEH#H G EERR
as follows: SE B EIRE LR -

R20184F1 818 FE UK
Bo9HE BB EE
TFELT
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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3. ERUBREENESE »

3. CHANGES IN HKFRSS (Continued)

A. HKFRS 9 Financial Instruments (“HKFRS 9”) A BERUNBBREENFEIRS
(Continued) EﬂIE(FE%EXﬁ%iﬁ%—’%E‘J
XL HIE )
(i) Impairment of financial assets (Continued) (i) ZHEEZHEE)
Impact of the ECL model (Continued) TERIEEEBIRA 2 P& (&)
(@  Impairment of trade receivables (Continued) (@) EWESHEZRE
(&)
Overdue
0-90 91-180 181-270 271-360  for more
days days days days than
As at 1 January 2018 pastdue pastdue pastdue pastdue 360 days
BH0Z BENZE BH181Z BHME AHEA
R2018E1A1H 90H 180 H 2708 360H 360 H
Gross carrying amount (HK$'000)  &8REE(F#T) 379,390 223,654 31,496 26,653 48,538 709,731
Less: Individually assessed B RERIER
(HK$'000) i (FET) - (52,043) - - (19977)  (72,020)
Carrying amount under collective  RIEEEHEY
measurement (HK$'000) KEE(TAT) 379,390 171,611 31496 26,653 28,561 637,711
Expected credit loss rate (%) HHEEBEE%) 0.1% 1.0% 3.0% 5.0% 20.0%
ECLallowance for collectively — GiEB:HE 7 7EH
measurement (HK$'000) EEBBERE
(F#T) (379) (1,716) (945) (1,334) (5,712)  (10,086)
Individually assessed loss RERIERNE
allowance (HK$'000) EERE(TETL) - (52,043) - - (19977)  (72,020)
Total loss allowance (HK$'000)  BEEEERE(TET) (379)  (53,759) (945 (1,334)  (25,689)  (82,106)

The increase in loss allowance for trade MR2018F 1 A1 HBE
EHEBUMBREER
FORBZEWEIR
Hy BEBEBEHESEM
52,043,000 7T - E &
20184 6 A30 H 1 6 1A
AEIME - Eia e —
AN 28,0008 7T °

receivables upon the transition to HKFRS 9 as of
1 January 2018 were HK$52,043,000. The loss
allowances further increased by HK$28,000
during the six months period ended 30 June
2018.
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
3. CHANGES IN HKFRSs (continued) 3. BERANMBHREELNEE»
A. HKFRS 9 Financial Instruments (“"HKFRS 9") A BEREUYBHBEENFEIRE
(Continued) EﬂIE (rﬁﬁﬂﬁﬁﬁ%—’iﬁ—ﬁu
Fowm @)
(i)  Impairment of financial assets (Continued) (i) EREEZRE ()
Impact of the ECL model (Continued) BEHERBRIEAZZE(R)
(b) Impairment of debt investments (b) EBREZRE
All of the Group's debt investments at amortised ?%%%ﬁ%%ﬁﬁ&ﬂj
costs and FVTPL are considered to have low i_E&&Q“EEEM’E‘
credit risk, and the loss allowance recognised @%EEZ%@{E%&
during the period was therefore limited to 12 ARG REERER

months ECLs. The directors considered that the Bk 5 WEE%Z%TE\%
loss allowance for the Group’s debt investments IR 121E A 2 BHE

under 12 months ECLs are insignificant and no EEE- §$%72’5$%
provision is made. ERE 1218 A 2 FBHE

EBREZEBRE
EREBEELAEN &
eI SR AE B
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018F 6 A30H L6 E A
3. CHANGES IN HKFRSs (continued) 3. ERUBREENESE »
A. HKFRS 9 Financial Instruments (“HKFRS 9") A TRAVBBREENFEIRE
(Continued) MTIA(EBYHREEA
L ANE )
(i)  Impairment of financial assets (Continued) (i) ERAEZRE )
Impact of the ECL model (Continued) BHERERREAZZE(#)
() Impairment of other receivables () HfbEKFRZAE

As mentioned above, the Group applies the %’}ﬂZZZDL\ﬁ(Fﬁ%Lﬁi' i%
HKFRS 9 simplified approach to measure ECLs E%Fﬁﬁiﬁﬂﬁ\%f& =R A
which adopts a lifetime ECLs for other Tg‘ﬁ_ﬁ‘z{bﬁﬁiﬁi
receivables. To measure the ECLs, other {E%Eﬁ’g‘ ' E{ﬁﬁ’%%ﬁ
receivables have been grouped based on IE:%}:%%EEIZ%E’HE{EE
shared credit risk characteristics and the days Eﬁf‘ ‘ EE—I—E}E%EE%
past due. The loss allowance for other B8 ﬁ@ﬁﬁéu&ﬁi\lfﬁ
receivables as at 1 January 2018 was determined REH I EER ’U’E%%‘ﬁ
as follows: R B R By AR e
2018F1 A1 H H #h f&
WHIAZ BRREEET

LU

Overdue
0-90  91-180 181-270 271-360 for more
days days days days than

As at 1 January 2018 pastdue pastdue pastdue pastdue 360 days
BH0ZE BENE BM11Z BHMNME RAHEE
20181418 90H 180H 270H 360H 360H

Gross carrying amount (HK$'000)  &8REE(FET) 625,569 162,598 136,476 213,084 934,907 2,072,634

Less: Individually assessed L BERER

(HK$'000) TE (T (244,413) (111,570)  (53,322)  (83,253) (399,653) (892,211)
Carrying amount under collective  RIEEEHE2

measurement (HK$'000) RRE(TET) 381,156 51,028 83,154 129,831 535,254 1,180,423
Expected credit loss rate (%) RREEBRE(%) 0.1% 1.0% 3.0% 5.0%  10.0%
ECL allowance for collectively REEHE R

measurement (HK$'000) REEBEE

(Fi#T) (381) (510) (2,495) (6,492)  (53,525)  (63,403)

Individually assessed loss RERIEREZ

allowance (HK$'000) EREG(TETL) (51,173 (51,173)

Total loss allowance (HK§'000)  ESiBAEEE (TAT) (381) (510) (2,495  (6,492) (104,698) (114,576)
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
3. CHANGES IN HKFRSs (Continued) 3. é%ﬂjiﬁiﬁ%%ﬁ“@iﬁ(%)
A. HKFRS 9 Financial Instruments (“"HKFRS 9") A BEREUYBHBEENFEIRE
(Continued) MTA(EEBMBREER
Fowm @)
(i)  Impairment of financial assets (Continued) (i) EREEZRE ()
Impact of the ECL model (Continued) BEHERBRIEAZZE(R)
() Impairment of other receivables (Continued) (c) E%f)ﬂ FE W KR 2 A B
The increase in loss allowance for other )\5/\\\20\18¢1 )j L:E! i@’g
receivables upon the transition to HKFRS 9 as of %%\/%E‘M‘%#& = _Eij%
1 January 2018 were HK$87,096,000. The loss Qﬁ{%znﬁm}’@qyf\lﬁ
allowances further increased by HK$16,344,000 < B R BB

during the six months period ended 30 June 87,096,00078 7T ° # =
2018. 2018 6 A30H LE61A

RERR - IR EE—
38 1016,344,00075 7T

As a result of the above changes, the impact of Eﬂﬁétﬂigb ' %iﬂﬁ

the new HKFRS 9 impairment model results in BRI L;Eg’a‘lj%qﬁ
N=v =1 = ]

additional impairment allowance as follows: /W§$;ﬂ25¢%%ﬁgﬁ
SMNRERE BT

HK$'000
TR

Loss allowance as at 1 January 2018 under  1RIEFHE 2 H7ERIZE 395

HKAS 39 201841 A1 B 2 1R EE 57,543
Additional impairment recognised for FLEWE S F AR 2 5BINRE

trade receivables 52,043
Additional impairment recognised for FLE fib FE W IR RER 2 BBINAE

other receivables 87,096

Loss allowance as at 1 January 2018 under  1RIEHET RIS 955
HKFRS 9 R20185 1 A1 B 2 E5iERHE 196,682

(i) HHETEE
BEBEEEWBRELAFE9
R E AR REHAEE
WELE  WHHREAEE
I AR TE 0 B8R R E R
TEERE -

(iii) Hedge accounting

Hedge accounting under HKFRS 9 has no impact on
the Group as the Group does not apply hedge
accounting in its hedging relationships.
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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3. CHANGES IN HKFRSs (Continued) 3. é%ﬂﬂiﬁ*ﬁ%ﬁﬁﬂ@iﬂ(%)

A. HKFRS 9 Financial Instruments (“HKFRS 9”) A BEMBREER %9%@
(Continued) ﬁilﬂ(r§%ﬂ7fﬁ§ﬁ%$ﬂu
LK) #)
(iv) Transition (v) BEZH
AEBCEBAESMBRS

The Group has applied the transitional provision in
HKFRS 9 such that HKFRS 9 was generally adopted
without restating comparative information. The
reclassifications and the adjustments arising from the
new ECLs rules are therefore not reflected in the
consolidated statement of financial position as at 31
December 2017, but are recognised in the
consolidated statement of financial position on 1
January 2018. This mean that differences in the
carrying amounts of financial assets and financial
liabilities resulting from the adoption of HKFRS 9 are
recognised in retained earnings and reserves as at 1
January 2018. Accordingly, the information presented
for 2017 does not reflect the requirements of HKFRS 9
but rather those of HKAS 39.

The following assessments have been made on the
basis of the facts and circumstances that existed at
the date of initial application (the "DIA") of HKFRS 9:

. The determination of the business model within
which a financial asset is held;

e  The designation and revocation of previous
designations of certain financial assets and
financial liabilities as measured at FVTPL; and

° The designation of certain investments in equity
investments not held for trading as at FVOCI.

If an investment in a debt investment had low credit
risk at the DIA, then the Group has assumed that the
credit risk on the asset had not increased significantly
since its initial recognition.

AERIZE SR 2 B MG - BA
FEBMBRELEAZEIR
EHERMNMEBEEINTE
tEERE R o F it - FIEAE
EBBHRMEEZENHE
N A FL 2017 F 12 A 31
BrEaWlBMRiid R
B HERN20184F1 A1 H 247
EMBRATPER  Hig
MR2018F1A1THEME B
B EENFEIRERR
BREFNEREREBEECSME
ENRcRAaErREAAEE
BoEFHIt 2007F 22 E
B R MLE B B T iR 5
A 99 2 3R 7E » MERBRES
S ERIE 395 2R E o

UTEHE T RIEER BT R
SERNEIF R ER A
(TMRERBMDEEZS
BERERMIEL :

s EBEIRAZTMEEZ
=R

o HEERBEREEEZ
FTeREEREREA
B BRRBEAEER
BRREE &

o HEHRAABERHE
fo 2 E RS RIE B IF
FFEBEZBAREZ
HETHRE -

WREHREZREENR
ERBMAEREZEER
B AIAEERBRRZEEZ
EERKR A EREREYL
eI
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)
B.

HKFRS 15 Revenue from Contracts with
Customers ("HKFRS 15")

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related interpretations. HKFRS 15
has established a five-steps model to account for revenue
arising from contracts with customers. Under HKFRS 15,
revenue is recognised at the amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The Group has adopted HKFRS 15 using the cumulative
effect method without practical expedients. The Group has
recognised the cumulative effect of initially applying HKFRS
15 as an adjustment to the opening balance of retained
earnings at the DIA (that is, 1 January 2018). As a result, the
financial information presented for 2017 has not been
restated.

The following tables summarised the impact, net of tax, of
transition to HKFRS 15 on the opening balance of retained
earnings as follows (increase/(decrease)):

IGLEEES SR )

B = 2018F 6 H30H L6 fEA

3. BERMBHRELENSE w

B.

ERUKHRELERE 155K
BEFAHNWZE(EBYK
wREERAE155 )

BAEMBHREENFZISHERE
BEEENRELELAN &
BEFTERE 185 S KA R
1o BB EREHERFE 155
T—EAEHEER  UREEFAH
ZWEAR - RIERBMIEHREE
BIZE155%  WESIRERMERETE
HptnE PR E YRS M A
EXBPERZRESHEETE

X7
7o

AEBERARFHELIENEE
B REERE 15 (BRI ITHE
FE)  AEEBBNRERARS
BTSSR EERIE 155 2 Rt &
R AR ER B H (812018 &
1RA18)SREBAEFBYIER A
oo FI - gR2017 E 25 2 BKE
BT AREFHE7 -

TRBABEZEBY RS LR

15SREHRE B 2 BOERBE M T
F& (B (B, ORd)) -

HK$'000
TR

Retained earnings REER

Contract liabilities (note 3B(a), (b)) AHafE (KaE38E) - (b)) (136,929)
Increase in deferred tax assets RIERIAE E L2 N 32,392
Impact at 1 January 2018 R2018F1 A1 A& (104,537)
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 H=2018F 6 A30H L6 @A
3. CHANGES IN HKFRSs (continued) 3. BERAMBHREERNEE »
B. HKFRS 15 Revenue from Contracts with B. BEEMBMELEREI1SHKRK
Customers (“HKFRS 15") (Continued) BHEFEHAWRE (EBHK
HREERE15H D)
The following tables summarised the impact of adopting TRE MR ANE B ISR EERE
HKFRS 15 on the Group’s condensed consolidated 155% ¥ AN &£ B 20185 6 A30H
statement of financial position as at 30 June 2018 and its ZEREE MBI RE REEE
condensed consolidated income statement and condensed 20184 6 H30 B 1L 61E A =~ f& PR 4R
consolidated statement of comprehensive income for the AWERNERGEEEKRERY
six months ended 30 June 2018. There was no material FB o NEBEBE E20185F6H30
impact on the Group's condensed consolidated statement HIL6EA 2 EREZEEReRER
of cash flow for the six months period ended 30 June 2018. R mEKFE -
Amount
without
application
As reported Adjustments of HKFRS 15
It #% e F
BB
&L
1582
IR, HE |
HK$'000 HK$'000 HK$'000
FET FET TET
Assets BE
Deferred tax assets RIEFRIBE B 808,790 (56,114) 752,676
Equity ER
Retained earnings R & H| 2,603,241 176,350 2,779,591
Liabilities afE
Contract liabilities AHaE 7,064,058 (7,064,058) -

Receipt in advance and deferred  TEWGRIE MIEE W
revenue - 6,831,594 6,831,594
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018%F 6 A30H 1L61E A
3. CHANGES IN HKFRSs (continued) 3. EEUBHMEENEH »
B. HKFRS 15 Revenue from Contracts with B. BEEMBHMELERNFEI155HR
Customers (“HKFRS 15") (Continued) BHEFEHAWRE (EBHK
HMEEAE155%]D @)
The impact on the condensed consolidated income HEZE2018F 6 A30H IF6EAE
statement and condensed consolidated statement of el SmR L EREE 2 EKE
comprehensive income for the six months ended 30 June KTEE
2018:
Amount
without
application
As reported Adjustments of HKFRS 15
I EEA
5B B
¥y & ZE Al
F155E2
2|, ik ot
HK$'000 HK$'000 HK$'000
FET FET FET
Revenue (note 3B(a), (b)) e (B17£3B(a) - (b)) 8,635,655 (1,334) 8,634,321
Interest costs (note 3B(a)) BbE KA (5% 3B(a) (522,270) 96,869 (425,401)
Profit before income tax W TS F B ) 2,450,450 95,535 2,545,985
Income tax expense FiS i (1,452,849) (23,722) (1,476,571)
Profit for the period HIRER 997,601 71,813 1,069,414

Total comprehensive income HAZHEKEAEE
for the period 786,674 71,813 858,487
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B. HKFRS 15 Revenue from Contracts with B.
Customers ("HKFRS 15") (Continued)

Details of the new significant accounting policies and the

nature of the changes to previous accounting policies in

relation to the Group's various goods and services are set

out below:

(a)

Product/
service

Em/ R

Property development

FHERME

Nature of the goods or services,

satisfaction of performance
obligations and payment terms
BRIREEE  TRENEER
EXC3E

Customers obtain control of the
property units when the properties are
delivered to and have been accepted
by them. Revenue is thus recognised
upon when the customers accept the
property units so delivered. In
addition, it is the Group’s practice to
provide standard decoration to
customers to maintain the properties’
quality, therefore, decoration provision
is also considered as a performance
obligation by practice.

Right of return
No right of return is noted from the
Group's contract with customers.

EPRRMNREEMERREWEE
IR IR - E R B PR R A
MEBMRER Ui AEEZER
WORTDREPREFERE » NERHE
MEZEER Bt - REEETRES
—REFZROEE -

REER
AEEREFPZANLETARERE
Al o

3. BERANMBHREELNEE»

EBMKEREEREI15HER
BHEFEHAWBZ(EBHMK
WMEEBIFE155 1) &)

BRAREEREm LR ZHE
REHHRRCAMEHRRER
H2HBHINWT

Nature of change in
accounting policy and
impact on 1 January 2018
B ERRSFUERR
20181 A1 AZE

As of 1 January 2018, an increase in
contract liabilities of
HK$129,558,000, and an decrease in
retained earnings of HK$97,166,000
were recognised for the financing
components of the contracts, net of
tax.

20181 B1H  AXNEEEN
129,558,000 7T & 17 B & F 5l >
97,166,000/ TR A IR & B H &
TR (R BIE) o
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZ2018F6 A30HIE61EA
3. CHANGES IN HKFRSs (continued) 3. ERAUMKHREELEH »
B. HKFRS 15 Revenue from Contracts with B. BEUMBHREERFE155ER
Customers (“HKFRS 15") (Continued) BHEFEHAWRE (EBHK

WMEEBIFE155 1) &)

Nature of the goods or services, Nature of change in
Product/ satisfaction of performance accounting policy and
Note service obligations and payment terms impact on 1 January 2018
PR REHTE  THENEER B BREHHERR
M Em R (EE/SESEs 20181 R1EZ&®
(a) Property development Financing component
(Continued) Should the contract contain a

significant financing component, the
transaction price should reflect the
time value of money.

The Group is not required to consider
the time value of money if the period
between payment and the transfer of
the property unit is one year or less, as a
practical expedient. In assessing whether
a contract contains a significant financing
component, the Group considers various
factors, including the length of time
between when the Group expected to
transfer the property unit to the
customer and when the customer pays
for them, and the interest rate in the
contract and prevailing interest rates in
the relevant market.

Revenue is discounted when the inflow
of cash or cash equivalents is deferred.
Interest is calculated and recognised
using the effective interest method.

(a) EHERMREE) BMER D
MENBSERRERD » IXSHER
B E B EE -

WOEEL 2 R BERAR R —F
HUAT > SEHER - NEEBAZE
BEBEREE - RFHEANREEE
BEARENSE  AEEEEZER
= BRHEAEEERRTFERYE
BUERHEFRBEMEEMNRZ
B AR HRZFIE AT SN
BITHIE

hanfehEEBREAEBZHER
NEEEBES o 7 8 TR M ERMEA
AT E R R
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3. CHANGES IN HKFRSs (Continued)
B. HKFRS 15 Revenue from Contracts with
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Customers ("HKFRS 15") (Continued)

Product/
service

B/ B%

Enterprise cloud service

Nature of the goods or services,
satisfaction of performance

obligations and payment terms
EmREETE  EREAEER
3 TR

The Group provides a one-stop service
from domain name registration, website
design services to website constructions
with specific add-on features to the
website to small and medium
enterprise ("SME") customers. The
Group accounts for these contracts as a
bundle of goods and services and such
bundled services as a whole is
considered as a single performance
obligation. Revenue from such bundled
services is recognised over time by
reference to the Group's inputs to the
satisfaction of the performance
obligation relative to the total expected
input. Payment received in advance
that are related to the provision of such
bundled services not yet delivered to
customers are deferred and recognised
as contract liabilities.

The Group provides various corporate
cloud products to SME customers.
Revenue from the corporate cloud
services are recognised on a straight-
line basis over the contract period.
Payment received in advance that are
related to the provision of corporate
cloud products not yet delivered to
customers are deferred and recognised
as contract liabilities.

The Group also renders various
internet-based services without further
bundled services and maintenance
service to customers. Revenue from
provision of services is recognised when
the services are rendered according to
the terms of the agreements.

3. BERAMBHREERNEE »
B. BRUVBHREERAFEISHEE

SRR (BB BRE

XR|IFE155 1) (@)

Nature of change in
accounting policy and
impact on 1 January 2018
ERRRSHUERR
20181 A1 A&

As of 1 January 2018, an increase in
contract liability of HK$7,371,000,
and an decrease in retained
earnings of HK$7,371,000 were
recognised for the change in the
estimate stage of completion of
performance obligations.

39
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZ2018F6 A30HIE61EA
3. CHANGES IN HKFRSs (Continued) 3. é%ﬂjﬁﬁ%&ﬁ—ﬁu%ﬁ(%)
B. HKFRS 15 Revenue from Contracts with B. BRUVBHREERAFEISHEE
Customers (“HKFRS 15") (Continued) FEHWR([EAMBRE
XBIE15% ) (2

Nature of the goods or services, Nature of change in
Product/ satisfaction of performance accounting policy and

service obligations and payment terms impact on 1 January 2018
EmREETE  EREAEER S BRRSHUHERR
B/ B% G0 20181 A1 AZE

b) BEZRH ARERFNEE(RNMEEDES R2018F1A1H GHAEEM

At AR REEAAR 7,371,008 T KRB & F RE
TEMINTheE 2 Wbk 2 —vhARTE - 7,371,000/ TR B A B (E T K
ARERLEAREARAER LR BRESTER -
BARK U RAREBREESE—
BHIETS o KB ZIMGR IR 2 et TH &
SEASERYRBERARTKE
BB MIEL Z A MBER R - 18
AT B (5 R XA T8 P 2 BR ek i
RIRBEEZ N NG R E Y R
RARAE-

AEERFNEEEFPRESBLE
TEm - RECXRERBWENER
HINIRE AR R R - fEAT I
ARXNFEFZREECXEERAR
ZHRERERBYHERRARAE -

ARETAEFREHEBEBEERN
AR - I M — F AR IR & 4 B IR
7 o BROIRTS 2 W s FEAR IR 105 o IR R
S ARFS 0 T DARERR
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZ2018F6 A30HIE61EA
3. CHANGES IN HKFRSs (continued) 3. ERAUMKHREELEH »
B. HKFRS 15 Revenue from Contracts with B. BRUVBHREERAFEISHEE
Customers (“HKFRS 15") (Continued) EHRR(EARBRE

XR|IFE155 1) (@)

Nature of the goods or services, Nature of change in

Product/ satisfaction of performance accounting policy and

service obligations and payment terms impact on 1 January 2018
EmREETE  EREAEER S BRRSHUHERR
B/ B% G0 20181 A1 AZE

@] Cinema ticketing income  The Group has determined that for  There is no impact on the adoption
contracts with customers under cinema  of HKFRS 15 for ticketing income as
ticketing income, there is only one  the revenue recognised for the
performance obligation, which is the  ticketing income has been the same
provision of movie services in the  under HKAS 18 and HKFRS 15.
Group’s cinema. The Group has
determined that the customers
simultaneously receives and consumes
the benefits of the Group's performance
and thus the Group concludes that the
service should be recognised overtime.

Tickets are issued according to
contractual terms to individual
customers which payment is made
immediately. For tickets sell through
agents, payment is usually payable
within 30 days.

Right of return
No right of return is noted from the
Group's contract with customers.

© EFRKA AEEER ERRABRTETFZE #ARETESFENF18RLEE
NER-HEORET  AIRAKEZY HMHEHREELFEISHENRHEER
PRiRttERIRTS - AREHER - BFPF  ZWARR - BEABTEWHR
REKMOERASBEN 2 M At SERFISRLETE -
AEERRZIRISRER RHER

FIRTIIRIER DR A BRI T P& -
PR A AT © (B HERE - SAE
BRI0RAA

REER
AEEREFPZANLETARERE
Rl o
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

s E P HRRME
HZE2018F6 A30H IE6{EA

4. USE OF JUDGEMENTS AND ESTIMATES 4. HETRMEFT2ER

In preparing these condensed consolidated interim financial
statements, the significant judgements made by the
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 2017, except for new significant judgements
and key sources of estimation uncertainty related to the
application of HKFRS 9 and HKFRS 15 as described in note 3.

SEGMENT INFORMATION

The Group identifies 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 products and service lines.

The Group has identified the following five reportable segments:
(@)  Enterprise cloud services

(b)  Property development

(c)  Culture and media services

(d) Internet lifestyle platform*

(e) Innovative business

* This segment had gradually transformed itself into a media-driven IT
enterprise from a media company. The purpose of this segment is to
build an internet lifestyle platform and attract traffic with media content.
Its commercial value will be realised through advertising, local lifestyle
services and other means. Therefore, the name of the segment was
amended from “New media” to “Internet lifestyle platform” to adapt
its commercial strategy in 2017.

HENEEHPLREPPRYBHRERT B
BETRERAASESHBRKEL ZE
RHAB KRG TRERAZZ EFERIRHE
BE07F12ANBILFEZHEAY
BIWRMEFEREMER - MMM 3T
HERAEAYBREENEIRLES
B 75 R o5 2 BI 55 15 5 AR B 2 T K ) B
RAbET T EE AR 2 EERIRBRIN

2 EE R

AEERBRATERELEBRALE
BEEBRONDEERIRRLEHZ
FREOKXKBARERE < — AL
BH BEKENH UREIFE
Fte MMITESRENAEI B ER T
HEBRARASETIZER RRGE

T o
AEBEEHATRIER 28, E -
(@ ©EEZERS

b) PFHERZ

(@ XALEERERY

(d EHELELETFE*

* WD RS MR A RS ANKEASE
TRENEHEACE - WO BEEBER
BEEETE  UWHEBRATHRIRE I
ERES AAEERESE S ANERA
ZEE - Bt - o B2 BB 2017 F 6
[ B A EBEEETEE] LD
BHMEERR -
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

RS P M B |R M=

B = 2018F 6 H30H L6 fEA

5.

SEGMENT INFORMATION (continued)

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 and property management.

Each of these operating segments is managed separately as each
of the product and service lines requires different resources as
well as marketing approaches.

Inter-segment transactions are priced with reference to prices
charged to external parties for similar order. Central revenue and
expenses are not allocated to the operating segments as they
are not included in the measure of segment’s profit or loss that is
used by the chief operating decision maker for assessment of

segment performance.

5.

DEEFRE =)

BREMREZBEH TS NEENE
MERBCIAG G - 1 [PTA E D 58]
BE- -MBEEMNHBREESFEELRY
XEE-

HREHEMMEREATERMERED
HAEMTR  SEEDMBILER

DR 5 2 EBTI2ERUTERI
AT WEZ B o R EE KT
ENRERELH REITBREEXE
LEAREFGDBREMER 2D H
BamZitER -
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE20185F 6 A30H 1L 61EA

5. SEGMENT INFORMATION (continued) 5. 2EER =)
The segment results for the six months ended 30 June 2018 and HZE2018F 6 A308 & 2017F 6 A30H
30 June 2017 are as follows: LlE6ERZ DEBEEBE T -

For the six months ended 30 June 2018 (Unaudited)
HZ2018F6A30 A L6MA (REEH)

Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
t¥E EE ¢4 1 i)
K% & BERE £ETA AEEE A8 st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThR TARL THR TER TER TERT TEx
Revenue [
From external customers REHNEP 503,883 5,106,057 2,691,571 20,916 288,473 24,755 8,635,655
From inter-segments REHHE 4,633 - 28,995 81,461 7,634 10,446 133,169
Reportable and all other PEE VT EE:e
segments revenue Al 508,516 5,106,057 2,720,566 102,377 296,107 35,201 8,768,824

Reportable and all other segments A 2H R fiE b

(loss)/profit before income tax AEBBRAEHA
(B8B),/ %A (68,752) 3,291,124 2,801 (180,517) (363,482) (56,724) 2,624,450
For the six months ended 30 June 2017 (Unaudited)
HE017TF6A0BIL6EA (REER)
Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
X2 RBitE p¢le:s 58 g
ey kS BERE EETa BIEEE Eth A 2
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL TER TR TR T ThT ThL
(Re-presented) (Re-presented)
(E75) (E7)
Revenue 63
From external customers REHIER 372472 5,686,196 1,753,940 5293 341,362 25285 8,184,548
From inter-segments L ERR] - - - 124,991 3,600 16,207 144,798
Reportable and all other TRERAERL
segments revenue Al 372472 5,686,196 1,753,940 130,284 344,962 41,492 8,329,346

Reportable and all other segments ~ WE2HRFEEM
(loss)/profit before income tax PHBRFAEHA
(B8) /%A (32,639) 3,075,653 28471 (150,207) (192,235) (1,882) 2,721,165
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE20185F 6 A30H 1L 61EA

5. SEGMENT INFORMATION (continued) 5. 2EER )
Revenue is disaggregated by primary geographical markets and WHEEFEMIBEmiE MRS ERRERE D
timing of revenue recognition as follows: EEIONNE

For the six months ended 30 June 2018 (Unaudited)
BZ20185F6 A30 AL 618 A (REER)
Enterprise Culture Internet

cloud Property and media lifestyle Innovative All other

services development services platform business  segments Total

TXE FiE X{eg 4 )
B % M ERERE  4£EYe AREX  Has® st
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEx TR TR TR THET TEx TEx

Primary geographical markets TE#EN 5

Mainland China (domicile) B s (E ) 503,863 5,106,057 2,691,571 - 4,252 24,755 8,330,498
Hong Kong B 20 - - 20,685 40,805 - 61,510
North America ik 3 - - - 231 133,303 - 133,534
Europe BOM - - - - 50,554 - 50,554
Australia SN - - - - 29,374 - 29,374
Others Hi - - - - 30,185 - 30,185
Total it 503,883 5,106,057 2,691,571 20,916 288,473 24,755 8,635,655

Timing of revenue recognition Ui fE 32K
At a point in time PR TE I Bh 154,005 5,106,057 313,599 489 288,473 - 5,862,623
Transferred over time Bebs s 349,878 - 2,377,972 20,427 - 24,755 2,773,032

Total @t 503,883 5,106,057 2,691,571 20,916 288,473 24,755 8,635,655
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018FE6 A30 8 1F61& A
5. SEGMENT INFORMATION (continued) 5. 7EER @)

For the six months ended 30 June 2017 (Unaudited)
BHE2017F6A30B1E6MAA (REEZ)

Enterprise Culture Internet
cloud Property  and media lifestyle  Innovative All other
services development services platform business  segments Total
T BiE p¢iaizt HI%4 HiE=]
R % EERS EETEA CFAES Hinn & st

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET AT TAET TAET TRT TET THT

(Re- (Re-
presented) presented)
(23)) (E%))

Primary geographical markets FEiEN$H
Mainland China (domicile) R At () 372,462 5,686,196 1,753,938 - 939 25,285 7,838,820
Hong Kong 5 10 - 2 4,590 65,541 - 70,143
North America IS - - - 703 152,470 - 153,173
Europe BN - - - - 49,009 - 49,009
Australia SBIN - - - - 38,594 - 38,594
Others Hih - - - - 34,809 - 34,809

Total “Et 372472 5,686,196 1,753,940 5293 341,362 25285 8,184,548
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018F 6308 IF6EA
5. SEGMENT INFORMATION (continued) 5. oEER =)
The reportable segment assets and liabilities as at 30 June 2018 20185 6 A30H & 201712 A31H 2
and 31 December 2017 are as follows: AIEROHEERABENT :
As at 30 June 2018 (Unaudited)
1#2018%6 A 30 A (REER)
Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
t¥E EitE g HRA liit:]
i B BERY EELR AIEEE 27§ st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tin T#n THER TER THr T Tin
Reportable and all other PEEVTE=:0 )
segments assets SHEE 471,656 28,177,448 11,629,679 56,187 1,976,156 1,070,965 43,382,091
Reportable and all other PEEVigr-0
segments liabilities AHEE (295,145)  (16,355,430) (6,806,876) (20,360) (777,558) (40,488)  (24,295,857)
As at 31 December 2017 (Audited)
R07TE12331 B (857)
Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
X2 RitE p¢le:s 58 g
e [k EER% EETa Ely5HS Eth A e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL TER TR ThT ThT ThT ThL
Reportable and all other WE2HRFEL L
segments assets AHEE 1,187,978 26,853,288 11,014,755 76,538 1,987,794 1,960,132 43,080,485
Reportable and all other URERMERM

segments liabilities AREE (502,157) (16,883,989) (5,977,926) (16,199) (833,685) (154,906) (24,368,858)
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 H=2018F 6 A30H L6 @A
5. SEGMENT INFORMATION (continued) 5. 7EER @)
The totals presented for the Group's operating segments results REBKEDEPEER Y| AFEHEKE
are reconciled to the Group's key financial figures as presented ERARERGSPHTBEREEY 2E
in these condensed consolidated interim financial statements as D EHFTEERNT
follows:
(Unaudited)
(RRER)

For the six months
ended 30 June
HZE6H30R1L6{EA

2018
HK$'000
FHET

2017
HK$'000
TAT

(Re-presented)

(&%)
Reportable segments revenue 2| IS 8,733,623 8,287,854
All other segments revenue P8 Eoth 9 B 35,201 41,492
Elimination of inter-segment revenue 73 S U 2k 1 8 (133,169) (144,798)
Group revenue AEE WS 8,635,655 8,184,548
Reportable segments results before A2/ ARG TAIES
income tax 2,681,174 2,729,047
All other segments results before income tax  Fi A H A2 S0 TS5 Al 248 (56,724) (1,882)
Bank interest income RITHSMA 32,398 23,699
Other interest income E AT S A 900 4,537
Finance costs BE KA (110,568) (60,692)
Depreciation and amortisation YT E Nk (2,002) (1,852)
Unallocated corporate expenses ROBBERI (94,728) (60,328)
Profit before income tax b TSR R & 2,450,450 2,632,529
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
6. REVENUE AND OTHER OPERATING 6. WERHMEERA
INCOME
(a) Revenue (a) W=
The Group's revenue represents revenue from its principal AREBRSIEREETFEERZT
activities as set out below: =Sl
(Unaudited)
(REBEZK)

For the six months
ended 30 June
HZE6H30R1L6{EA

2018 2017
HK$’'000 HK$'000
FET FHT
(Re-presented)
(E%1))

Sales of properties and car parks e YN E = 5,048,162 5,686,196
Sales of decoration materials HIEMFIE 57,895 -
Enterprise cloud services EERE 503,883 372,472
Property management services MEEIRIRTS 24,755 25,285
Film distribution services BRETRE 1,508 11,855
Cinema ticketing income ZERA 2,073,604 1,350,871
Sales of food and beverages Bk ekl e 295,087 195,904
Cinema advertising income RS WA 147,704 90,542
Sales and leases of projection R RBIHE REE

equipment 18,512 10,514
Digital media technology services IS H BRI AR 155,156 94,254
Publication of magazines and AR EEE M E S WA

advertising income 20,916 5,293
Sales of botanic-based personal care ~ EAR{EAEE R EKERIHE

and fragrance products 287,890 338,897
Innovative catering services Bl E B AR 583 2,465

8,635,655 8,184,548
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

6. REVENUE AND OTHER OPERATING
|NCOME (Continued)

ARG E PR B RRME
BE 201846 430 A 1L 68 A

6. WAREMZEWA 2

(a) Revenue (Continued) (a) Wz (#)
The following table provides information about trade TRIELEHEKE FRELEF
receivables and contract liabilities from contracts with AT AMAaB T ER
customers:
(Unaudited)
(REER)
30 June 1 January
2018 2018
2018 F 20184
6H30H 1TH1H
HK$'000 HK$'000
THET FHET
(Restated)
(=)
Trade receivables TEURE 5 5h18 501,542 627,625
Contract liabilities BMARE 7,064,058 6,988,695

The contract liabilities mainly relate to the advance
consideration received from customers. HK$1,334,000 of
the contract liabilities as of 1 January 2018 has been
recognised as revenue for the six months ended 30 June
2018 from performance obligations satisfied due to the
changes in the estimate stage of completion of some

contract obligations.

AHBEIBHEEKREF ZEMNR
BAMB - R2018F1A1BZAY
B E1,3340008 T ERBEERKZ
BHETHREBEZ 201896 A 30
Alte@AZNE  RRAAETA
NBEEZ A KB BATEE -
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZ2018F6 A30HIE61EA
6. REVENUE AND OTHER OPERATING 6. WMARHEAMBE WA )
INCOME (Continued)
(b) Other operating income: (b)y HEbE&EWA :
(Unaudited)
(REER)

For the six months
ended 30 June
BZ6HA30HIL6EA

2018 2017
HK$'000 HK$'000
FET FHET
(Re-presented)
(&E%)

Bank interest income RITHFEUA 98,845 86,612
Other interest income HibF B U A 17,766 7,373
Gain on fair value change on BARBEREREERE Y

financial assets at fair value CRIEEZ AR BEEZD

through profit or loss paEn - 1,866
Gain on disposal of property, plant HEMFE - WE R&#E W=

and equipment 203 19
Government grants VSRS 41,876 16,091
Rental income EEUWA 18,091 6,532
Write-back of provision for impairment EAth fE MR R B B B

of other receivables - 20,845
Realised gain on trading of financial BARBENEREREL

assets at fair value through profitorloss ~ @@EEZ BBREF = 22,283 -
Dividend income on financial assets at BEARBENEREREZ

fair value through profit or loss EEBEEZRBILA 3,543 6,527
Sundry income A 100,867 56,712

303,474 202,577
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018

7. FINANCE COSTS

HZE2018F6 A30H IE6{EA
7. MERX

(Unaudited)
(REEZ)
For the six months ended
30 June
BHZ6H30HL61EA

2018 2017
HK$'000 HK$'000
FERT TET

Interest on bank and other borrowings
Interest on convertible and

RITREMEEZFIE 780,241 550,703
AT R A R fE S 2 T B

exchangeable bonds 58,174 49,522
Interest on finance leases BMEHEEZFE 4,776 3,097
Interest on financing component in HEFALNREEKED 2B

contracts with customers 96,869 -
Total finance costs R E KA 4B R 940,060 603,322
Less: Amount capitalised to properties B MBERTWEER L EE

under development (417,790) (305,307)

522,270 298,015
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

IGLEEES SR )

For the six months ended 30 June 2018 HZE2018FE6 A30 8 1F61& A

8. PROFIT BEFORE INCOME TAX 8. BRATEBH ANEF
(Unaudited)
(REEZ)

For the six months
ended 30 June

HZ6H30RL6MEA
2017
HK$'000
FAT
Profit before income tax is arrived at BETE R ALG A Tk (GEA)
after charging/(crediting): THRIBEESE
Amortisation of intangible assets MREEIN R A
other than goodwill* 65,034 14,942
Depreciation of property, plant and W - WERFETE
equipment — owned assets* —BERE* 492,183 315,042
Depreciation of property, plant and W% - B REETE
equipment — leased assets* —HEEE* 9,612 4,741
Costs of sales and services provided HE MIRHIRE Z B AR 2,703,856 3,285,496
Loss/(Gain) on fair value change on BARBEREREEREEZ e MEE
financial assets at fair value NABEZEZER, (W)
through profit or loss
— Listed equity investments — FTRRAIEE 21,661 (1,866)
— Derivatives —TAETH (174) -
Gain on fair value change on financial BARBENESREEZ SR
liabilities at fair value through profit or loss ~ BERQ i BEEE 2 Wk
— Derivatives —TETH (29,406) (21,573)
Write-off of property, plant and equipment*  ¥1% « H/E K% & sH * 2,691 9,444
Write-off of inventories* FEMHE* 6,195 -
Write-off of intangible assets other than MBI 2 A A
goodwill* 2,789 -
Write-off of deposits, prepayments and other 24 + 81 718 K H b fE UL
receivables* SRIE g * - 20,551
Minimum lease payments =IEEERRK 492,602 303,348
Contingent rentals AL 9,563 9,689
Operating lease charges on land and THRBFREHEER
buildings 502,165 313,037
Operating lease charges on prepaid R LA E K EHEER
land lease* 272 251
Provision for impairment of trade receivables &S 5 X IE R (E 7% & 28 96
Provision for impairment of other receivables  E fth & Y FU I8 i (B B 45 16,344 -
Provision for impairment of intangible assets N FEREE 7 £ 112 & B R B B 5 *
other than goodwill* 1,410 -
Provision for impairment of property, plant  #1% - /5 K% 18 (B B 5
and equipment* 844 -
Provision for impairment of goodwill* PR E R 76,417 -
Loss on disposal of property, plant and HEME - WE R&# 2 EE
equipment* 164 232
Gain on disposal of non-current assets HERELEFRBEE 2 W
held-for-sale (21,710) -
Research and development expenses* xR FAEES 61,606 12,594

*

included in other operating expenses

* AR R
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INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018%F 6 A30H 1L61E A

9. INCOME TAX EXPENSE 9. FTBHIBX
(Unaudited)
(REER)

For the six months
ended 30 June

BZE6H30HLE6MEA
2018 2017
HK$’'000 HK$'000
THET FAT
The income tax expense comprises: s R B IE -
Current tax REARIIA
— Hong Kong Profits Tax — BEMER
Tax charge for the period RERFRTE ST 5,222 6,064
— The People’s Republic of China (“PRC") —f#EARKEFE ([FE])
Enterprise Income Tax (“EIT") ERTER ([ EMSHL)
Tax charge for the period RERFR B S 798,978 781,708
Over-provision in respect of prior years BTFEHRERE (943) -
— Taxation for other jurisdictions — HM R AR 2 TRIE
Over-provision in respect of prior years BTFEHRERE (31) -
— PRC land appreciation tax (“LAT") — BB ER ([ L IBER])
Tax charge for the period AEIFRIE S 828,121 858,054
1,631,347 1,645,826
Deferred tax EERIA
— Credit for the period — RAREEA (178,498) (222,495)
1,452,849 1,423,331
For the six months ended 30 June 2018, Hong Kong Profits Tax BLE20185F 6 A30R (L6 A - FEF
has been provided at the rate of 16.5% (six months ended 30 B Th 42 B A 51 B 2R B 1 B 16.5%
June 2017: 16.5%) on the estimated assessable profit for the (B =2017F6 A308 L6 A : 16.5%)
period. ZRIRAE LB -
For the six months ended 30 June 2018, PRC EIT has been HZE2018F 6 A30H 1E61E A » & 3EM
provided on the estimated assessable profits of subsidiaries BARIMENTRBEETE  TAR
operating in Mainland China at 25% (six months ended 30 June FREAESEZHBARCMEGETE
2017: 25%), unless preferential rates are applicable in the cities R s 1R 25% (8 £ 2017 F 6 A 30H
where the subsidiaries are located. LE6ME A : 25%) 2 B Ve AR B 1 2 P

ShiEeE -
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018F 6 A30H L6 E A
9. INCOME TAX EXPENSE (continued) 9. FMEFHEXw
For the six months ended 30 June 2018, PRC LAT is levied at HZE2018F6A30H IL61E A - A £+
progressive rates from 30% to 0% (six months ended 30 June IR AR Tk + M EE 2 M EHEE (B
2017: 30% to 60%) on the estimated appreciation of land value, EVERSRERANGRMES 82+
being the proceeds of sales of properties less deductible Ho {58 FRREAK AN DA B2 A B R B EE R AR ) =2
expenditure including cost of land use rights and development F30% 2 60% (EE2017F6 A30H 1E6
and construction expenditure. EA : 30% 2 60%) 2 ZEFEETE o
Taxation arising in other jurisdictions is calculated at the rates Hih s m T EE 2 BB TR i8R 7
prevailing in the relevant jurisdictions. R ZBITMEREE -
10. DIVIDEND 10. R E
No dividend was paid and declared during the six months ended HZE2018F 6 A30H E6fE A+ # &Ik
30 June 2018. A final dividend in respect of the year ended 31 e EIREMAE - BEAEZ 2017 F12
December 2017 of 0.23 HK cents per ordinary share (for the year A3NHIEFEZ RER B B E#AL0.23
ended 31 December 2016: 0.20 HK cents per ordinary share), (B E2016F12A3MBIEEE -
amounting to a total dividend of approximately HK$157,885,000 g @020 1) MEBBEAOA
(six months ended 30 June 2017: approximately HK$137,291,000) 157,885,0007% 7T (# £ 201746 A30H
was proposed and approved at the annual general meeting of 6@ A - 49137,291,0008 7£) * B R
the Company held on 30 May 2018. 201845 A0 B RIT 2 AR RIRFBEF
REREHELBLE -
11. EARNINGS PER SHARE 1. 8RER
(@)  The calculation of basic earnings per share is based on the @ ERERRFTERAGES AESL
profit for the period attributable to the owners of the HR 1A ¥4 711 984,438,000 7T (&= 2017
Company of HK$984,438,000 (six months ended 30 June F6H30H 1E61E A - 1,258,972,000
2017: HK$1,258,972,000) and on 68,645,535,794 (six months B ) MEBARABRBITE AR
ended 30 June 2017: 68,645,535,794) ordinary shares in 68,645,535,794 1% (# £ 2017 F 6 A 30
issue during the period. H1E6ME A : 68,645535794R)FHE o
(b) The calculation of diluted earnings per share is based on (b) BREERFMNTZRQGHEESARE
the profit for the period attributable to the owners of the RER R FIGTE - W T LA R AR
Company and adjusted to reflect the interests, unrealised AR R A R BE S Z BB - RE
exchange difference and fair value change of embedded BESZENBRAATEIEAR
derivatives on the convertible and exchangeable bonds and BEEB) A N IR I 25 FE (R s )
profit or loss attributable to non-controlling interests. The E1E - FHERTA B INE TS
weighted average number of ordinary shares used in the HAREFEEREARBN ZFA
calculation is the number of ordinary shares in issue during BETERKREE -
the year, which is the same as the basic earnings per share
calculation.
Diluted earnings per share for the six months ended 30 B £20185F 6 A30H & 2017 56 A
June 2018 and 30 June 2017 are the same as the basic VB IF6AB zER#ERNEET
earnings per share as the convertible and exchangeable fEEARRBFER - RPN R
bonds outstanding during the periods had an anti-dilutive T2 R A T ES S TR

effect on the basic earnings per share. HEABFAREBESLE -
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NOTES TO CONDENSED CONSOLIDATED IGLEEES SR )
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 H=2018F 6 A30H L6 @A

12. PROPERTY, PLANT AND EQUIPMENT 12. )% - BMERRE
During the six months ended 30 June 2018, the Group acquired HZE2018F6A30H L6 A - A&
property, plant and equipment with a total cost of LA PX, 7N #8 %8 379,356,000 7% 7T (&, 2= 2017
HK$379,356,000 (six months ended 30 June 2017: F6H30H1E61EA : 572,156,000 7T )
HK$572,156,000). RIBYE - R MR -
During the six months ended 30 June 2018, property, plant and HZ2018F6A30BIL6MEA » K&
equipment with net carrying amount of HK$2,691,000 (six months il 5 BR T S4B 2,691,000 8 T2 W 3 - TR
ended 30 June 2017: HK$9,444,000) were written off by the BREEEZE2017F6 A30H1F6EA -
Group. 9,444,000 7T) °

13. INVESTMENT PROPERTIES 13. REY*

(Unaudited) (Audited)
(REEZ) (B 2EZ)
(OIS 31 December

2018 2017
2018 F 2017
6HA30H 12A31H
HK$'000 HK$'000
THET FAT

Fair value AAREE
At 1 January ®1A1H 112,448 230,394
Transfer to property, plant and equipment HEEBSYE BB NG - (137,361)
Fair value change NABEES 1,053 2,137
Exchange differences b =R (1,490) 17,278
At 30 June 2018/ 2018468308,

31 December 2017 2017412 A 31 B 112,011 112,448
The fair value of the Group's investment properties at 30 June REBEBKRKEMENR2018F6H308 &
2018 and 31 December 2017 have been arrived at on market 201712 A31 B2 AR EBETRBIL
value basis carried out by RIITHtHEE + it FEERF AR A FE BEURYI IR T EENEBRA
T % A 7], an independent valuer who holds a recognised and AL RD RARMEEERETT 2B
relevant professional qualification and has recent experience in HEMBAERAIEBERXER  LHT
the location and category of the investment properties being BRHEIRE B KA R 2 485 -

valued.




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

13. INVESTMENT PROPERTIES (Continued)

14

Management has reviewed the independent property valuation
and compared it with its own assumptions, with reference to
comparable sales transaction data where such information is
available, and has concluded that the independent property
valuation of the Group's investment properties portfolio is
reasonable.

As a result of the update of these valuations, a gain of
HK$1,053,000 (six months ended 30 June 2017: HK$2,117,000)
and deferred tax of HK$263,000 (six months ended 30 June 2017:
HK$529,000) have been recognised in the profit or loss for the
investment properties.

INTANGIBLE ASSETS

For the purpose of impairment testing, the carrying amount of
goodwill is allocated to the following cash-generating units
("CGUs"):

Interim Report 2018
“E-)\EE PH®mE

RS P M B |R M=

B = 2018F 6 H30H L6 fEA

13.

14.

BREWE»
ERERUBTMEGELESTEN T
By BEEEBRRELE  ¥h2ER
TAHBBER SEEY TERER R
BAEBREMEBE Y B MEHE
518 -

HREFNZEHE WEERIEEME
I8 %5 BR FE SR Uk 25 1,053,00058 T (B &=
2017964308 LL6fE A ¢ 2,117,000/ 7T)
K 3 FE 4 T8 263,000 7T (B £ 2017 5 6
A30816ff A : 529,000/87T) °

BEE
RAERAME  BRZEEESRE
THRGELER ((REELBM)) -

(Unaudited) (Audited)

(REBERZ) (s #iz)

0T - 31 December

2018 2017

20184 2017 &

6 H30H 12H31H

HK$'000 HK$'000

F#& T FHIT

Property development EHbER 1,529,947 1,526,825

Innovative business — Retailing BlEmE —TE 603,387 676,698

Enterprise cloud services TEZIRS 79,358 83,320

Culture and media services XAt B {E AR TS

— Cinema business — R ES 2,889,535 2,913,494
At 30 June 2018/ M2018%6H308,

31 December 2017 201712 A31H 5,102,227 5,200,337

57




5 8 Nan Hai Corporation Limited
FEIERERAE

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

s E P HRRME
HZE2018F6 A30H IE6{EA

14. BILEE »)

[EERS] &[S EERERE] 25
CEABEM2IWESEREFEAER
FERE  BERRELEEEMECR
FHAOVHREE  ATHRESEAEM
ReEREDDAEREREN% RIBE
45% (201712 B318H : 8% = 11% M 3%
BE32%) 2 HETINEF R RIE R EH
B WEBORSEEBMMEEER

14. INTANGIBLE ASSETS (continued)

The recoverable amounts for the CGUs of “Enterprise cloud
services” and "Culture and media services” were determined
based on value in use calculations, covering a detailed five years
financial budgets which was approved by management, cash
flows for certain CGUs are extrapolated using an estimated
weighted average revenue growth rate of 8% to 11% and 3% to
45% respectively (31 December 2017: 8% to 11% and 3% to 32%),
which does not exceed the long-term growth rate for the

business in which the CGU operates.

Other than the estimated weighted average revenue growth rate,
all other assumptions remained consistent with those disclosed in

2017 annual financial statements.

As a result of the updated goodwill impairment assessment, no
impairment loss of goodwill for the CGUs of “Enterprise cloud
services” and "“Culture and media services” has been identified
by the directors of the Company (for the year ended 31

December 2017: Nil).

The recoverable amounts for the CGU of “Property
development” of /N 8557 & 2 B BR 2 7 were determined
based on value in use calculations, covering a detailed five years
financial budgets which was approved by management, cash
flows for CGU are extrapolated using projection of future cash
flows generated from the sales of properties less cost to

completion prepared from the financial budgets.

Z RS -

BrR{GaTinEF g aRIB R =50 A H
O RRIGE 2017 FEP B BRRAWEE
MR-

HREERETGIELEN  ARFE
EWEER DEERS] [ XLHEE
BRG] 2ReELEENZBAERERS
B(EZ20177F12A31BILEFE ) -

BEMNREFUEHERRARZ[Fi
EREIRSEEEM 2T KT HER
BEERBELAHE  ETRELEE
BiE s AFFHAYBER  ReELE
BuzReREDERERNEEMER
SRR ERM BIEE TR RTE KA
HEHT o
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

IGLEEES SR )
HZ2018F6 A30HIE61EA

14. INTANGIBLE ASSETS (continued) 14. BEEE®

Below are the key assumptions used for the discounted cash flow
calculation:

Property development

THRARAERRRERNEZEER
B

Estimated market price (per square meter) {t M {& (& 5 K)

EiER
(Unaudited) (Audited)
(REEEZX) (%)
30 June 31 December
2018 2017
2018 F 2017 £
6H30H 12HA31H
RMB16,000 RMB 16,000

AE®16,000T AR 16,0007

Pre-tax discount rate M F BT EL IR &

33% 59%

The estimated market price was determined by the management
based on the market information at location nearby the
construction project.

Based on the assessment, no impairment loss on goodwill (for
the year ended 31 December 2017: Nil) was recognised to profit
or loss during the period.

The recoverable amounts for the CGU of “Innovative business —
Retailing” were determined based on value in use calculation,
covering a detailed eight years financial budgets which was
approved by management, cash flows for geographical location
within the CGU are extrapolated using an estimated weighted
average revenue growth rate of 3% to 65% (31 December 2017:
3% to 43%), which does not exceed the long-term growth rate for
the business in which the CGU operates.

Other than the estimated weighted average revenue growth rate,
all other assumptions remained consistent with those disclosed in
2017 annual financial statements.

Based on the assessment, an impairment loss on goodwill of
approximately HK$76,417,000 (for the year ended 31 December
2017: approximately HK$79,612,000) was recognised to profit or

loss during the period.

et mEDREEEERERER T
Ww 2 TIHEMERE

AERNBETE  FATERERERSIE
(BZE2017F12A3NHIEEE: )R
BIEERER -

[BlERE —TEIRSEELEM 2T
WE ¢ BEREEREBRFETE  &F
MEREEBUEZ NFFM BB
B HeELBEUMEMBUEZRS
RETID BIME A 3% 2 65% (2017 12 A
31H : 3% £ 43%) 2 HEF migEFHEE
Rl WEBHRSELEBMATKE
¥Rz REHER -

Brfhat inigFigd it R =50 A H
RIS E 2017 FEH B REAMEEE
MERF— B

BREF G ERBHAZERERAEZR
EUREEE 76,417,000 7T (B &= 2017
F12A318IEFE : 4979,612,00087T) °
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE20185F 6 A30H 1L 61EA

15. TRADE RECEIVABLES 15. ERE ZR1E
Trade receivables are due on presentation of invoices. Based on EWE SHENE REZRTE - B
the invoice dates, the aging analysis of the trade receivables is as ESFRAKREZEAHEL ZBREB DT
follows: N

(Unaudited) (Audited)
(REBERZ) (EZ)
<IN 31 December

2018 2017
2018 F 2017 4F
6 A30H 12H31H
HK$'000 HK$'000
FET FET
0-90 days 0&£90H 291,774 379,390
91-180 days 912180 H 90,887 223,654
181-270 days 1812 270H 33,207 31,496
271-360 days 2712 360H 115,926 26,653
Over 360 days 360 H 48,446 48,538
Trade receivables, gross W E S IEERE 580,240 709,731
Less: Provision for impairment of B FEWE ZRIBEREEE
trade receivables (78,698) (30,063)
Trade receivables, net FEWE IR F 5 501,542 679,668
Less: Long term trade receivables B REAEWE 5 50R (1,185) (2,370)

Current portion of trade receivables FEW B 5 38 7 BEAER 500,357 677,298




NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018

16. TRADE PAYABLES

Based on the invoice dates, the aging analysis of the trade

Interim Report 2018
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16. BHE 5 FIE

BN E S RAREZAREL ZRED

payables is as follows: T -
(Unaudited) (Audited)
(REER) (fe&z)
<INIGEN 31 December
2018 2017
2018 F 2017 4
6 A30H 12HA31H
HK$'000 HK$'000
FET T
0-90 days 0%F90H 1,296,232 1,944,465
91-180 days 91 %180 H 98,465 84,741
181-270 days 1812 270H 58,699 21,826
271-360 days 2712360 H 35,376 20,733
Over 360 days HB3E 360 H 76,742 73,177
Trade payables TERE 558 1,565,514 2,144,942
Less: Long term trade payables B REERTE SR (2,943) (7,757)
Current portion of trade payables FEfHE 5 IERIEAER 1,562,571 2,137,185
17. BANK AND OTHER BORROWINGS 17. BRITRHEMEE
(Unaudited) (Audited)
(REBER) (R 2EHZ)
<IN 31 December
2018 2017
2018 2017 &
6 A30H 12H31H
HK$’'000 HK$'000
FET FET
Bank loans RITER
— Secured — A 13,709,080 14,092,224
— Unsecured — AR 636,992 697,014
Other borrowings HitgE
— Secured (b) — HHEH (b) 7,937,297 8,107,216
— Unsecured (a) — EEH (a) 921,748 -
23,205,117 22,896,454
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NOTES TO CONDENSED CONSOLIDATED IGEEES S b S T E L )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 HZE2018%F 6 A30H 1L61E A

17. BANK AND OTHER BORROWINGS (Continved)  17. SRITR EMEE @)

The bank and other borrowings of the Group were repayable as AREEZEITNEMEEBN A TFE
follows: @i

(Unaudited) (Audited)

(REBFER) (fe&z)
<INIGEN 31 December

2018 2017
20184 2017
6 H30H 12A31H
HK$'000 HK$'000
FET FHIT

On demand or within one year BERs—FR 10,570,674 9,653,920

In the second year E_F 6,060,062 3,373,093

In the third to fifth years F=ERF 6,574,381 9,869,441

Wholly repayable within five years AFERNTBEEE 23,205,117 22,896,454

Less: Portion due on demand or within W ETARE A ERENE

one year under current liabilities W—FREE 7 215 (10,570,674) (9,653,920)

Portion due over one year under FFASERBIBERBRA—F

non-current liabilities B HR 7 2815 12,634,443 13,242,534

(@) On 17 May 2018, a direct wholly-owned subsidiary of the (@) M2018F5F17H AR A2 HE
Company issued a one-year senior notes of US$120,000,000 ¥ 2 & M B A 5% 17 120,000,000
(equivalent to approximately HK$941,676,000) with a % 7t (M & 1 £ 941,676,000 7T )
coupon rate of 9.75% per annum. The effective interest rate EWFFEEF9.75% 2 —FHIHE T
is 12.12% per annum. FB o BERFNER1212% -

(b) On 25 May 2017, a direct wholly-owned subsidiary of the (b) M2017F5H25H  RRARIZE
Company issued a three-year credit enhanced notes of % 2 & M8 A 5 % 17 500,000,000
US$500,000,000 (equivalent to approximately T (FE 74 3,885,350,00048 7T)
HK$3,885,350,000) at par with a coupon rate of 3.00% per ZEFEFRE3.00% 2 =FH{E=H

annum. The effective interest rate is 3.41% per annum. BERE BERFMNERIANG -
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

IGLEEES SR )
HZ2018F6 A30HIE61EA

18. CONVERTIBLE AND EXCHANGEABLE 18. I AR R URBRES

BONDS

On 15 June 2016 (“Issue Date”), an indirect wholly-owned
subsidiary of the Company (the “Issuer”), issued an aggregate of
RMB1,000,000,000 convertible and exchangeable bonds (the
“Bonds") which carry interest at 1.95% per annum with a maturity
date of two years from the Issue Date ("Maturity Date”). Interest
rate will be adjusted to 5.50% upon redemption of the Bonds and
the adjusted interests rate applied retrospectively for the whole
life of the Bonds.

The conversion price is initially RMB266,667 per share, subject to
adjustments for certain specified dilutive and other events,
including the adjustment by reference to the box office revenue.
The Bonds are secured by the shares of the Issuer and the Bond
holder can convert the Bonds into the Issuer’s shares
representing approximately 4.76% of the enlarged issued share
capital of the Issuer or exchanged into 100% of the issued share
capital of a direct wholly-owned subsidiary of the Issuer.

Unless previously redeemed, converted or exchanged, the Issuer
will redeem all the Bonds at the principal amount together with
any accrued but unpaid interest on such principal amount on the
third anniversary of the Issue Date.

Immediately prior to the closing of a fully underwritten registered
public offering by an Issuer group company on an internationally
recognised stock exchange (the “Qualified IPO") in respect of
the Issuer, unless previously converted, exchanged or redeemed,
the outstanding Bonds shall be automatically exchanged into
100% of the issued share capital of a subsidiary of the Issuer
credited as fully paid, at any time between the Issue Date up to
the close of business on the date falling on the third anniversary
of the Issue Date (the “Exchange Period").

The holder of the Bonds shall have the right at its sole option to
require the Issuer to redeem all of its Bonds outstanding at an
amount which yields an internal rate of return of 5.50% per annum
on the subscription amount paid by the holder following the

Maturity Date, or in case of certain early redemption events
happen.

R2016F 6 A15B ([31THE]) - AQ
A—EEE2ENB AR ([#ITA]) %
TR 4 45 A A R #1,000,000,000 7T 2
AR A R BEF(EE])  BHEF
E195ERTE - BETHHBHMFEY
BUEEE DR MREREBERES
B E550F - AR F R E W
EREESFBEFL -

HEYZ AERARE 266,6677T 7]
HETHEEEREMEHIEDLFE -
BIRE2EZRNEIELAE - EFHHA
BT ABRGOEER  MEFFHEATE
BEHFRIRAEITARD GEEREITAL
BRDEITRALDL476%) - KA A
BITAN—BEEL2EMNBAR D EITR
K2 100% °

BRIFERICHER - Rk BRI
TABRETEHMFZRFRASEH
BREMEFTERNAESRZHEE
@l 2 FFE 55

REZEBETAZETARERAR
BIFR R Al SR HAETT 2 2B IHE
MAREE(EERBRAFEE DS
RAT - BRIFFAS IR - XK ER
BRIRERESFHERTAMEEER
TEMFE=-BFZREXRELERBL
EERE(RBH]) 8B LBBETA
—FHME AR ARIIESE 2 BT
2.100% ©

REPBERRBELESTIREFBERE
BEHFAARZRREZRETAER
HEHRERES  BERASBAAMX
NRBRBEL 2 85550 F AELE H =X
ZEH e
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

18. CONVERTIBLE AND EXCHANGEABLE

GRS P H I R R M
BE 201846 430 A 1L 68 A

18. AT AR R O RBEFH @)

(%)

BONDS (Continued)

The holder of the Bonds was granted a put option to request the
Company to purchase the Bonds at a price that will yield an
internal rate of return of 5.50% per annum on the subscription
amount paid by the holder for the Bonds for a period of 90 days
after the occurrence of an event of default or other events related
to the application of a Qualified IPO (details of the Bonds are
more particularly disclosed in the circular dated 23 June 2016
issued by the Company).

The related interest expense of the liability component of the
Bonds for the six months ended 30 June 2018 amounted to
HK$58,174,000 (six months ended 30 June 2017: HK$49,522,000),
which was calculated using the effective interest method with an
effective interest rate of 10.23%.

The movements in the components of the Bonds during the six
months period ended 30 June 2018 and the year ended 31
December 2017 are set out below:

RENFHREMESERERAFE
ERFABIEMREROBHE &
HFRAANERTRAHE  TERARQ
RBAGEYG  BRARESFHEAMX
NRBEAEL Z T4 5.50F N5 @ &K
F(EZEFFBRARBRAHR2016
F6H22RZBHEE) -

HE218F6A30B IL6EA EH A
EE o 2 FHE T B B X 558,174,000 7T
(& ZE2017F6H308 1L6E A:
49,522,000/ 70) » ThRAER TR EE
BB FIE10.23%1E -

H E2018F6 A30H 1-618 A 2017 F
RANALFEESFEST D 2 EBHT
I

Liability = Embedded
component  derivatives Total
BAR

=) PTEIA et

HK$'000 HK$'000 HK$'000

FET THERT TET

At 1 January 2017 (audited) 2017 1 A1 8 (KFEZ) 1,010,036 113,717 1,123,753
Change in fair value of BARSTETENABEES)

embedded derivatives - (26,809) (26,809

Interest expense B 104,549 - 104,549

Interest paid 2ARLE (21,989) - (21,989)

Exchange differences E 5 =58 79,785 - 79,785
At 31 December 2017 (audited) R2017 512 A 31 B (B&E=Z)

and 1 January 2018 2018 1 H1H 1,172,381 86,908 1,259,289
Change in fair value of BRARDTET EARBEEZS

embedded derivatives - (37,199) (37,199)

Interest expense BRI 58,174 - 58,174

Interest paid 2177 & (24,375) - (24,375)

Exchange differences VE W =58 (15,969) - (15,969)

At 30 June 2018 (unaudited) MR 20185F 6 A30 B (REEX) 1,190,211 49,709 1,239,920
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018

19. SHARE CAPITAL

B = 2018F 6 H30H L6 fEA

19. B4

Number of

ordinary

shares of
HK$0.01 each HK$’'000

BREE
0.01%8x2Z
TEREE FE&xT

Authorised:

At 1 January 2017,
31 December 2017 (audited), and
30 June 2018 (unaudited)

JETE
7R2017F1A18 -
2017 F12 A 31 B (KEZ) &
2018F 6 A30 A (X&LH%)  500,000,000,000 5,000,000

Issued and fully paid:
At 1 January 2017,
31 December 2017 (audited), and

BEITRER
R2017F1A1H
201712 A3 B (B&EZ) &

30 June 2018 (unaudited) 2018 6 A 30 B (REE#%) 68,645,535,794 686,455
20. BUSINESS COMBINATIONS — 20. ¥ 56 — KREEX
UNAUDITED
During the six months ended 30 June 2018 and 30 June 2017, BHZE2018F 6 A30H k201766 A308

there was no material business combination. WF6AA  MEERERESH -
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HZE2018F 6 A30H L6 E A
21. CAPITAL COMMITMENTS 21. EREE
The Group had outstanding commitments as follows: REBB YIRS [FERFEYE :

(Unaudited) (Audited)
(REEER) (fe5%)
(O EH 31 December

2018 2017
2018 £ 2017
6H30H 12HA31H
HK$'000 HK$'000
TET FHET
Contracted but not provided for BERTAVBER B -
in respect of:
— renovation work — B 44,579 57,181
— properties under development — EREPYE 1,308,615 2,840,404
— expansion of cinema business — BRI E 384,505 186,793
— others — Efh 10,032 20,243
1,747,731 3,104,621
22. CONTINGENT LIABILITIES 22. IREE
Guarantees given in connection with credit facilities granted to/ RTINS HEREERE /B HEKE
guarantee payment recoverable from: ZRE D IRAEL Z HE1R
(Unaudited) (Audited)
(RBEX) (E=Z)
OB 31 December
2018 2017
2018 £ 2017 F
6H30H 12A31H
HK$'000 HK$'000
TET FHET
An associate — B E A R] 19,994 19,522




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

22. CONTINGENT LIABILITIES (continued)

There have been no material developments in pending litigation
against Banco de Oro Unibank (formerly known as Equitable PCI
Bank Inc. and then as Banco de Oro-EPCI Inc.) (“Banco
UniBank"), a Filipino bank, and Waterfront Philippines Inc., a
Filipino company, as disclosed in the Group’s annual audited
financial statements for the year ended 31 December 2017. Due
to the pending litigation, the Group is not able to obtain any
updated indebtedness information from Banco Unibank. Given
the foregoing limitation, it is estimated that the outstanding
balance of the total indebtedness owing to Banco Unibank was
approximately US$2,548,000 (equivalent to approximately
HK$19,994,000) by reference to the unaudited financial

statements of the associate as at 30 June 2018.

23. CREDIT FACILITIES

)

As at 30 June 2018, the Group's credit facilities were secured by

the following:

(@) charge over prepaid land lease payments under operating
leases with a net carrying value of Nil (31 December 2017:

approximately HK$24,410,000);

(b)  charge over certain buildings with total net carrying value of
approximately HK$125,488,000 (31 December 2017:

approximately HK$705,834,000);

(c) charge over certain investment properties (note 13),
properties under development and completed properties
held for sale with a total carrying value of approximately
HK$3,290,520,000 (31 December 2017: approximately

HK$3,294,348,000);

(d) charge over certain financial assets at fair value through
profit or loss with a net carrying value of approximately
HK$282,000 (31 December 2017: approximately

HK$326,000);

Interim Report 2018
T )\FE R PRE

IGLEEES SR )

B = 2018F 6 H30H L6 fEA

22.

23.

RAREE @

BAEBEMEZ217F12A31HLLF
EXFERLEZVBREMESE  H—
fH3EEE $R7T Banco de Oro Unibank (A1
T Equitable PCl Bank Inc. © E 1% 78 A&
Banco de Oro-EPCI Inc.) ([Banco
UniBank ) & —fE3E2 5 A &) Waterfront
Philippines Inc. Z {55 )R & 7A 3 & 8 K
B ARFRAFLD  AEEBEIE
Banco Unibank 2 & #TEIEE R - =X b
PR & - 2EEE A FR 20184 6 A 30
B AEEZWB®RE BiTERX
Banco Unibank B IH B8 2 R BB & &
#)7%2,548,000 % 7T (FHE 1247 19,994,000
BIL) °

FEME
R2018F6A30R - AEE EHBE
B RBI S I AR -

(@) WREAFEATBETLZEEHE
TZFEMLHMHEER (20179412 A
318 : #924,410,000/87T) :

(b) IHECBRMEFES ££49/5125,488,000
BT (2017412 A31 8 : #9705,.834,000
BIL)2EHETEF

() WEEEMEES £4)4A3,290,520,000
B JT(2017F12A831H: &
3,294,348,0008 70) 2 &/ TR E Y
¥ (M3E13) - BRPMEREEK
HFEME

(d) 0 BE T E (E 4 5282,00078 T
(2017412 A31H : #9326,000%

T ZETRARBERERKE
BramEE:

67/
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

23. CREDIT FACILITIES (Continued)

24.

(e)

no share in Sino-i Technology Limited (“Sino-i"), a listed
subsidiary of the Company, held by the Company indirectly
was pledged in favour of certain securities brokers (31
December 2017: 647,309,000 shares, approximately 5.04%
of total equity interest of the Company in Sino-i with market
value of approximately HK$56,963,000);

pledge of certain bank deposits of approximately
HK$7,558,385,000 (31 December 2017: approximately
HK$6,887,637,000) of which approximately
HK$2,389,580,000 (31 December 2017: approximately
HK$2,415,410,000) were for standby letters of credit issued
by banks for a total amounts of US$161,950,000 (31
December 2017: US$273,000,000), RMB1,083,822,000 (31
December 2017: RMB595,000,000) and HK$50,000,000 (31
December 2017: Nil);

personal guarantee given by directors;

charge over certain property, plant and equipment other
than buildings disclosed in note 23(b) with net carrying
value of approximately HK$1,098,852,000 (31 December
2017: approximately HK$1,113,338,000); and

pledge of various shares mortgage of certain subsidiaries,
bank accounts charges 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 2017.

RS P M B |R M=

B = 2018F 6 H30H L6 fEA

23. EEmE»

(e)

MERE TESCLERERARME
EHEAEzTPRBIGEEEARA A
([ XRFz LT E
R A B 1E B R (2017 F 12
A 318 : 647,309,000 8% & {5 - #)
BARDE R PR R ERE
5.04% ™ B %) 556,963,000/%5
JL)

B iRE T RT3 497,558,385,000
B JT(2017F12A31H: &
6,887,637,0007% T ) H & &
2,389,580,000 7% 7T (2017 & 12 A 31
B : #92,415,410,00078 7T ) AR 1T
2 4858 161,950,000 7T (2017 £F
12 A31 8 : 273,000,000 7T) * A
R #1,083,822,0007T (2017 12 A
31H : A R #595,000,0007T ) &
50,000,000/ 70 (2017412 8311 -
)2 ERERM

EFERTZEAER

50 BR [ FE 49 1,098,852,000 7 7T
(20174128318 : #91,113,338,000
BIL) 2B TE - BE &
FE23(b) TR TBIEFBRIN) + &

ZREMB AR ZRMER - RITHK
PR RARRAE 2 ABERER
o

24. 1FREFER
BAEBNEE2017F12A31 8 IFF

B2 FEPBERRELREANR  HE
BERASEFRRFLRIERES N ER -
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
25. RELATED PARTY TRANSACTIONS 25.FBERRS
(@) Remuneration for key management personnel which (@) FTEEEBAEZMeEINTE
represents amounts paid to the directors were as follows: B BT
(Unaudited)
(REEZR)

For the six months
ended 30 June

BZ6A30RH1L6MAA

2018 2017

HK$’'000 HK$'000

FET FET

Directors’ fees EE0E 356 355
Basic salaries, housing, other allowances ~ EZ&A¥% - BE - M2 K

and benefits in kind =S 570 1,731

Discretionary bonus BYIETEAL - -

Pension scheme contributions RIRES AR 20 49

946 2,135




70

Nan Hai Corporation Limited

IS ERARAR

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

IGLEEES SR )

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
25. RELATED PARTY TRANSACTIONS (continved) 25. BBEHF R 5 (&)

(b) During the six months ended 30 June 2018, the Group (b) EZE2018F6HA30HIL6EA - &K
entered into the following material transactions with related SEEBFEQARETUTEAR
parties: VR

Transaction amounts Balance owed/(owing)
R5E BeEx /(R &6
(Unaudited) (Unaudited) (Audited)
(REER) (REEX) (B&%)

For the six months ended

30 June

2018
HK$'000
TR

Non-exempted continuing connected
transactions
Provision of motion pictures by:
— a company controlled by a director
Amount in relation to provision of
motion pictures
Amount in relation to provision of
motion pictures, less distributor
fees*
Provision of advertising services to:
— a company controlled by a director
Sales of projection equipment to:
— a company controlled by a director

Non-exempted connected transactions
Loan to:

— a company controlled by a director

— apartnership controlled by a director
Interest income on loan to:

— a company controlled by a director
Advance from:

— anon-controlling shareholder of

a subsidiary

FREBEBERS

R TATRET A -
—H— BB AT
REF R 2 BRFR

R RRSURR
BIIARR

FAT AR HEES RS :
—m—REERH AT

FUATRRIHERBRRLE -
—h—REEEHZ AT

FREBERS

AT ARRMEZES

—m—RESRH AT

—H-REZEHZABLE

FATATRBEZMERA -

—H—RERRHZ AT

XA :

— —RME LA 2 FFERRR
B

(13,396)

182,567

11,065

BZ6A30AHLL6MEA

2017
HK$'000
TAL

(575,424)

5472

226,860

2,836

30 June
2018
20185
6A30H
HK$'000
TER

(82,553)

545

226

237,107
176,052

24,600

(12,185)

31 December

2017
20174

127318

HK$'000
TAL

(123,534)

789

2,702

240,211

14,113

(12,135)
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NOTES TO CONDENSED CONSOLIDATED GG S P M EHRRME
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018

B = 2018F 6 H30H L6 fEA

25. RELATED PARTY TRANSACTIONS (Continved)  25. BBERF R 5 (@)

(b)  (Continued)

b) (#&)
Transaction amounts Balance owed/(owing)
ReE BER/ (BR) e
(Unaudited) (Unaudited) (Audited)
(REER) (REBER) (BER)
For the six months ended
30 June NI 31 December
BZ6A30AL6EA 2018 2017

20185 20176

2018 2017 6H30H 128318
HK$'000 HK$'000 HK$'000 HK$'000
TET FEx TEx FAT

Exempted connected transactions EReBERS
Rental income from: REUTRAZEEHA -
— companies controlled by a director  — lH—AEZHH 2 ZHAF 795 710 129 131
Provision of advertising services by: AT R AREEERS :
— a company controlled by a director —H—REELHZ AT (66) (537) - -
Information service income from: REATRAIZEERBUA :
— companies controlled by a director —H—REEEH DA 217 24 118 5
Film investment income from: REUTRAZEZREYA -
—acompany controlled by a director  —F—ABSEHH 2D 98 - 526 437
* The Group entered into a business cooperation framework * RNE@M2017411 B31 A H 15
agreement in relation to payment for box sharing motion ER I REI S EBEEERW
pictures, on 31 November 2017. Per the agreement a certain = RIERE DIEZLERERY
percentage of the net box office for a box sharing motion ETEAEETRITA  MESRZ
pictures was attributed to the distributor while only up to 1% was 1% —REEINENRNFIRA °

for the benefits of a company controlled by a director.
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

25. RELATED PARTY TRANSACTIONS (continued)

(b)

(Continued)

The terms of above transactions are within normal trade
credit terms and above balances owed/(owing) related
parties are unsecured, interest-free and repayable on
demand, except for the loan to a company controlled by a
director, Ms. Liu Rong, of RMB200,000,000 (equivalent to
approximately HK$237,107,000) which is unsecured, due on
10 May 2020 and carries interest rate at 9.00% per annum
and the loan to a partnership controlled by a director, Ms.
Liu Rong, of RMB148,500,000 (equivalent to approximately
HK$176,052,000) which is secured, interest free and due on
25 February 2023. The maximum outstanding balance
during the six months ended 30 June 2018 is equal to the
balance as at 30 June 2018 (During the year ended 31
December 2017: approximately HK$240,211,000).

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 2018 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.

Parent company

The directors consider the Company’s ultimate holding

company is Dadi Holdings Limited (incorporated in Hong
Kong).

IGLEEES SR )

B = 2018F 6 H30H L6 fEA

25. BEHIRZ )

(b)

(%)
FRRGZEFBERE S EEKR
oo B R (R BER
EHREER 2B RBRENRE
% AR AR 20,000,000 5T (48
B4 237,107,000 7T) AH B —
ZEERR L LIS Z AR ZER
(BB AEIEE - R2020%F5
A10H BIEI0 1% 9.00% FFI=R T 5)
Ko A8 A R 1 148,500,000 7C (1B E
R 47176,052,00078 7T ) BRIE—%
ERRR LT ERESZABLE
ZEFREREFEEER 28
N 2023FE2 A25 B EIHY) - H &
20184 6 A30H IL 618 A & A E
B E N20185F6 A30H &
BEZE2017E12A31BILEE -
#49240,211,00078 7T ) o

AEBEA EARRERREFAZIR
AR A8 - TRERLRED
AR ZPREE20185F6 A30H1E6
&R 1E H S S AT HER o

B EX R A BRER A IR Rk
Hipp TR EE S - BRI EE
TERBENTRS -

FAF
EERARATRKERAT B
by R PR A 7 (R B8 M AR 37
ZAT) .
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

IGLEEES SR )
HZ2018F6 A30HIE61EA

26. T A
(a) €RIA>SSE
TRBETEMEENBEZEAE

26. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

The following table shows the carrying amount and fair

value of financial assets and liabilities: MAREE :
(Unaudited) (Audited)
BER) (B&%)
30 June 31 December 31 December
2018 2017 2017
2018 20174 2017%
6H30H 12A31H 12A318
Carrying Carrying Fair
amount amount value
BEE REE AREE
HK$'000 HK$'000 HK$'000
TR FAT TEL
Financial assets measured at fair value EAREERERRTEZ
through profit or loss SREE
— Listed equity investments — FikAEE 98,137 98,137 199,474 199,474
— Derivatives —iTETR 174 174 - -
— Unlisted debt investments —EEMEREKE 324 324 - -
Financial assets measured at fair value RARBEREM2E RS
through other comprehensive income HEZEREE
— Unlisted equity investments — IR ARE 151,817 151,817 - -
— Available-for-sale financial assets — At HESREE - - 135,591 N/A i
— Available-for-sale financial assets —EHESREE - - 324 324
Financial assets measured at amortised cost ~ HEER A B SREE
— Cash and cash equivalents —heRERESIEE 3,111,520 3,111,520 4,397,710 4,397,710
— Pledged and restricted bank deposits —BERRIZBHETER 9,728,056 9,728,056 8,672,079 8,672,079
— Trade receivables —EWE 5308 501,542 501,542 679,668 679,668
— Deposits and other receivables —Re REhEWRHIE 2,297,691 2,297,691 2,045,154 2,045,154
— Amounts due from associates o LGN E 12,599 12,599 11,238 11,238
— Amount due from a joint venture —EN—REEELENE 2,403 2,403 2491 2,491
— Amounts due from related parties — EREE LA 439,303 439,303 258,388 258,388
— Listed debt investment — LEBRE 118,554 118,554 - -
— Held-to-maturity investment —BARIERE - - 120,106 120,106
16462120 16462120 1652223 16386632
Financial liabilities measured at fair value RARBEFTBZERAR
— Derivatives —TETIA 57,502 57,502 86,908 86,908
Financial liabilities measured at REHEATEZER
amortised costs a8E:
— Trade payables — ENE TR 1,565,514 1,565,514 2,144 942 2144942
— Other payables and accruals —HiENFEREER 1,630,545 1,630,545 1,362,414 1,362,414
— Amount due to a director — R—ZEEFE 7177 7177 9,878 9878
— Amount due to an associate Nl UNGE ¢ 5,492 5,492 5,492 5492
— Amounts due to related parties — RBERRZE 94,738 94,738 135,669 135,669
— Bank and other borrowings —RITREMEE 23,205,117 23,205,117 22,896,454 22,896,454
— Finance lease liabilities —BATHERE 57,074 57,074 87,173 87,173
— Convertible and exchangeable bonds — AR R AR ES 1,190,211 1,190,211 1,172,381 1,172,381
— Other employee benefits — HipEE =R 2,037 2,037 2,064 2,064
27,815,407 27,815,407 27,903,375 27,903,375
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

fHERAR S B B FE SRR Y = )
BE 201846 430 A 1L 68 A

26. FINANCIAL INSTRUMENTS (continued) 26. €T A @)

(b) Fair value measurement (b) DAEERE

A number of assets and liabilities included in these
condensed consolidated interim financial statements
require measurement at, and/or disclosure of, fair value.

The fair value measurement of the Group's financial and
non-financial assets and liabilities utilised market
observable inputs and data as far as possible. Inputs used
in determining fair value measurements are categorised
into different levels based on how observable the inputs
used in the valuation technique utilised are (the “Fair Value
Hierarchy"):

J Level 1: Quoted prices in active markets for identical
items (unadjusted);

o Level 2: Observable direct or indirect inputs other
than Level 1 inputs;

° Level 3: Unobservable inputs (i.e. not derived from
market data).

The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers
of items between levels are recognised in the period they
occur.

(i) Financial instruments not measured at fair value

Financial instruments not measured at fair value
include cash and cash equivalents, pledged and
restricted bank deposits, trade receivables, deposits
and other receivables, amounts due from associates,
amount due from a joint venture, amounts due from
related parties, trade payables, other payables and
accruals, finance lease liabilities, convertible and
exchangeable bonds, bank and other borrowings,
other employee benefits, amount due to a director,
amount due to an associate and amounts due to
related parties.

FPAREBREE T HU B RE 2
ZIHEENABARANEBENE
R/ SVEH AR BERE -

AEESRMAFEREERRBELZ
AR EEFEFAEEATSAE
R \BEBEIHE BEANEE
ATEMERBAZIRDERGEEN
ATRFERBARE ABRERE
DR TRAFE(RAEBEFR])

o  FE—A:MAREBEREED
SITERER CRIGHE)

o B oM F—HE AZEI
HNE B ok R ) R AR E A B
%

o FE=A: TABEHARE
(LB MSEEITE)

DR ERFERZAB THERE
REZEE AN BEMEELEEXN
TEIZERERBABERTE - F
Az BITR B S BN HE A B

X7
7o

()  WHtEAAIEEGTTEZ DM
TA
WIRAARBEFEZ SR
TERERSREREAESE
B BEARIBHIRITE
KBREZRE - EE2 R
E b EUGRIE - EUEE D
AIRIE - Bl —EAERE
RIA - YA E A E) A
FEWE 558 « Hth JE T 5K
EREGER BMEHEESs
B Bk BES -
RITREMEE  HiES
BA - R—BEEFRHE X
—EEE AR RIERREE
ANEIFRIA °



NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

26. FINANCIAL INSTRUMENTS (continued)

(b) Fair value measurement (Continued)

(1)

Financial instruments not measured at fair value
(Continued)

Due to their short term nature, the carrying value of
pledged and restricted bank deposits and cash and
cash equivalents, trade receivables, deposits and
other receivables, amounts due from/(to) associates,
amount due from a joint venture, amounts due from/
(to) related parties, convertible and exchangeable
bonds, amount due to a director, trade payables and
other payables and accruals approximates fair value.

The fair value of long term trade receivables, other
financial assets, long term trade payables, other
employee benefits, bank and other borrowings and
finance lease liabilities issued for disclosure purposes
has been determined using discounted cash flow
models and is classified as level 3 in the fair value
hierarchy. Significant inputs include the discount rate
used to reflect the credit risks of the borrowers or the
Group.
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B = 2018F 6 H30H L6 fEA

26. €@ T B )

(b)

NV,

(i)

REEFE @

W IHZE AT EEFEZ 25
TAE)

=Pl NSRS A AR A
LEZRHRITERALRS
RERRETEE  BRES
R mE R E MR
TH - JEY (R B X R
B RERER-—BEELEER
H - Ed(R) BET R
B R RAREES
R—ZREEHA BRES
FRIR LA K L At 8 A SRR K R
AERZEEEEAAEE
HE -

BOTERERE REEK
BHHRE HitemEE
RHENE SR Eive
BREAM  RITREMEEIA
rBMEHEREZANER
ERUMRAREREEAE
Eo Y BARREEER
FE=ZE BEABAEHR
BIREBERRERARANE
BEERR2BBREX -
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

IGLEEES SR )
HZ2018F6 A30HIE61EA

26. FINANCIAL INSTRUMENTS (continued) 26. R T B #)

(b) Fair value measurement (Continued) (b) AREEFEE)

(ii)

Financial instruments measured at fair value

The fair value of financial assets and liabilities with
standard terms and conditions and traded on active
liquid markets are determined with reference to
quoted market prices.

The valuation techniques and significant unobservable
inputs used in determining the fair value
measurement of level 2 and level 3 financial
instruments, as well as the relationship between key
observable inputs and fair value are set out below.

Information about level 2 fair value measurements

The fair value of interest rate swaps is calculated as
the present value of the estimated future cash flows
based on observed yield curves.

The fair value of exchange rate swap is determined
based on the forward exchange rate at the reporting
date.

The fair value of the unlisted equity investment is
estimated using a market approach.

(ii)
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

RS P M B |R M=

For the six months ended 30 June 2018 HE2018F 6 A30H 1L 61E A
26. FINANCIAL INSTRUMENTS (continued) 26. T R
(b) Fair value measurement (Continued) (b) XAEETEH
(i) Financial instruments measured at fair value (i) BAIALEBHEFFEZEHIA

(Continued)

Information about level 3 fair value measurements

The fair value of the financial liability at fair value
through profit or loss (i.e. derivatives) of the
convertible and exchangeable bonds was determined
using the binomial model, and the inputs into the
models at the end of reporting period were as follows:

(%)

BFHE=ZEBIAAIBEFAEZ

A R A RBEF 2 RA
AREBERNEEREBEZESMEA
BEEPTETR) R EED
KA-—HEAGERAEE -
MR mERRBAZRAZ
ABEMT -

(Unaudited) (Audited)

(REBERZ) (EZ)

30 June 31 December

2018 2017

2018 F 2017

6 H30H 12H31H

Conversion price HaE RMB187,580 RMB187,580
AE#¥187,580t AR 187,5807T

Risk free rate 1 3 [ FI =R 1.9% 1.5%
Discount rate IR = 14.0% 13.5%
Volatility g 40.0% 35.0%

Risk free rate is based on the yield of Hong Kong
government bond with similar maturity of the
convertible and exchangeable bonds, plus country
risk differential and converted into continuously
compounded rate.

Volatility is calculated with reference to the
Company’s historical share price movement matching
the period of the conversion option.
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Nan Hai Corporation Limited

MR AR AR

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

26. FINANCIAL INSTRUMENTS (continued)
(b) Fair value measurement (Continued)

(i) Financial instruments measured at fair value
(Continued)

The gain on fair value change of the embedded
derivatives of the Bonds for the six months ended 30
June 2018 of HK$37,199,000 (six months ended 30
June 2017: HK$21,573,000) was recognised as “gain
on fair value change on financial liability at fair value
through profit or loss” in the consolidated income
statement.

The binomial model required the input of highly
subjective assumptions, including the volatility of
share price and accordingly, the changes in subjective
input assumptions can materially affect the fair value
estimates.

Increasing volatility by 1% would increase the fair
value of embedded derivatives in convertible and
exchangeable bonds by approximately HK$3,557,000
(31 December 2017: HK$4,804,000). Decreasing
volatility by 1% would decrease the fair value of
embedded derivatives in convertible and
exchangeable bonds by approximately HK$2,371,000
(31 December 2017: HK$3,603,000).

Increasing discount rate by 0.5% would decrease the
fair value of embedded derivatives in convertible and
exchangeable bonds by approximately HK$14,226,000
(31 December 2017: HK$21,619,000). Decreasing
discount rate by 0.5% would increase the fair value of
embedded derivatives in convertible and
exchangeable bonds by approximately HK$20,154,000
(31 December 2017: HK$31,227,000).

There were no changes in valuation techniques during

the period.
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26. T R

(b)

AREEFTE®)
(i) AL EBEGAEEHTA
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

ARG E PR B RRME
BE 201846 430 A 1L 68 A

26. FINANCIAL INSTRUMENTS (continued) 26. R T B #)

(b) Fair value measurement (Continued) (b) AREEFEE)

(i) Financial instruments measured at fair value (i) BAIALEBHEFFEZEHIA
(Continued) (%)

The financial assets and liabilities measured at fair
value in the statement of financial position are
grouped into the fair value hierarchy as follows:

R BRABRERARAE
EBEfEzEMEERAB
EDRATZRREBERE

Level 1 Level 2 Level 3 Total
E18 E2E B3 #ct
HK$'000 HK$'000 HK$'000 HK$'000
FTEx FET FTEx FET
As at 30 June 2018 M2018F6 A30H
(unaudited) (REERZ)
Assets BE
Financial assets at fair value BRARBEZEREE
— Unlisted equity investments — I ETRAKRE - 145,771 6,046 151,817
— Listed equity investments — FIRAEE 98,137 - - 98,137
— Derivatives — AT A - 174 - 174
— Unlisted debt investments —EFTERKRE - 324 - 324
Total fair value AABHEERE 98,137 146,269 6,046 250,452
Liabilities =R
Financial liabilities at fair value BARBEZERMERE
— Derivatives —THETA - 7,793 49,709 57,502
Total fair value AREEAE - 7,793 49,709 57,502
As at 31 December 2017 R2017F12A31H
(audited) (F8:Z)
Assets BE
Financial assets at fair value BARBEZEMEE
— Listed equity investments — ETRARE 199,474 - - 199,474
— Club debenture — BHfESH - 324 - 324
Total fair value NRBEEE 199,474 324 - 199,798
Liabilities =L
Financial liability at fair value BARBEELZ
TRBE
— Embedded derivatives —#ARTETAR - - 86,908 86,908
Total fair value NREELE - - 86,908 86,908
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Nan Hai Corporation Limited

MR AR AR

NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

26. FINANCIAL INSTRUMENTS (continued)

(ii)

IGLEEES SR )

B = 2018F 6 H30H L6 fEA

26. €@ T B )

(b) Fair value measurement (Continued) by AREEFE®
Financial instruments measured at fair value (i) AL EBEGAEEHTA
(Continued) (%)
During the six months ended 30 June 2018, there HZE2018F 6 A30H 1L/~
have been no significant transfers between level 1, 2 A B18  F2BNREIE
and 3 in the reporting period (six months ended 30 2 BN K HE (B = 2017
June 2017: Nil). The methods and valuation FO6HIHIESNEA - #E) -
techniques used for the purpose of measuring fair ARFTEARBEZAER
value are unchanged compared to the previous il (B F 17 B2 38 1 3R & BRI AR
reporting period. LE 3 A 2 o
Reconciliation for financial instruments carried at fair RERTA B AR (F
value based on significant unobservable inputs (Level =RFHEZEAAEETR
3) are as follows: ZEBMIT A HERENWT
(Unaudited) (Audited)
(REBER) (=)
30 June 31 December
2018 2017
2018 ¢ 2017 F
6H30H 12A31H
HK$'000 HK$'000
THET FAT
Financial assets at fair value through BRAABEREMEE
other comprehensive income WHRIE 2 oM EE
— Unlisted equity investments — FETRARE
At 1 January (audited) R1A18(KER) - -
Reclassified from available-for-sale NERNE BT REER
financial assets upon adoption of HKFRS 9 FORRFRAIHEE
CREEENOE 4,357 -
At 1 January (restated) R1A1A(EEi) 4,357 -
Addition g 1,689 -
At 30 June 2018 (unaudited)/ #2018 6 A30 0 (REEK),/
31 December 2017 (audited) 201712 A31 B (&%) 6,046 -
Financial liabilities at fair value through BAREERERREEZ
profit or loss ERBE
— Embedded derivatives —HBARTETR
At 1 January R1A1H 86,908 113,717
Change in fair value of embedded RARITET A
derivatives DREEED (37,199) (26,809)
At 30 June 2018 (unaudited)/ N20185E6 B30 (REER),/
31 December 2017 (audited) 2017 %12 A 31 B (BER) 49,709 86,908




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

27. EVENT AFTER REPORTING DATE

On 9 July 2018, a wholly-owned subsidiary of the Company
completed the acquisition of TR 1E 5 % H R 2 & (“Shibo”),
through the acquisition of the total issued share capital of Shibo.
Up to the date of this report, the initial accounting for the
business combination is incomplete and the assessment of the

fair value of Shibo's assets and liabilities is still in progress.

28. COMPARATIVE FIGURES

Comparative amount of cinema advertising income of
approximately HK$90,542,000 has been reclassified from “Other
operating income” to “Revenue” in the condensed consolidated
income statement for the six months ended 30 June 2017, to
conform with the presentation in the current period’s condensed

consolidated income statement.

Comparative amount of impairment loss on trade receivables of
approximately HK$96,000 has been reclassified from “Other
operating expense” to “Impairment loss on trade receivables” in
the condensed consolidated income statement for the six months
ended 30 June 2017, to conform with the presentation in the

current period’s condensed consolidated income statement.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS

The Group continued to operate in the areas of culture and media
services, property development and enterprise cloud services, through
Dadi Media (HK) Limited and its subsidiaries, Dadi Cinema Investment
Limited and its subsidiaries and Oristar Technology (HK) Limited and
its subsidiaries (collectively referred to as “Dadi Media”), Nan Hai
Development Limited and its subsidiaries (collectively referred to as
"Nan Hai Development”) and Sino-i Technology Limited (stock code:
250) and its subsidiaries (collectively referred to as “Sino-i"), and the
businesses have developed steadily . In the meantime, the Group has
also commenced new businesses stably through Dadi News Media (HK)
Limited together with its subsidiaries (collectively referred to as
“Internet Lifestyle Platform”) and Dadi Innovation (HK) Limited
together with its subsidiaries (collectively referred to as "Dadi
Innovation”).

The Group issued US$120,000,000 guaranteed senior notes at a
coupon rate of 9.75% in May 2018, which was due 2019 and successfully
listed on the Hong Kong Stock Exchange. The successful issuance of
the notes further expanded the Group’s financing sources, optimized
the Group's debt structure and further enhanced the Group's ability in
respect of capital operation in capital market, thereby supporting the
Group's growth in the future.

During the reporting period, revenue of the Group was approximately
HK$8,635.7 million (for the six months ended 30 June 2017: HK$8,184.5
million), representing an increase of approximately HK$451.2 million as
compared to the corresponding period of last year. Profit before
income tax was approximately HK$2,450.5 million (for the six months
ended 30 June 2017: HK$2,632.5 million). After deducting income tax
expense of HK$1,452.8 million (for the six months ended 30 June 2017:
HK$1,423.3 million), profit for the period was approximately HK$997.6
million (for the six months ended 30 June 2017: HK$1,209.2 million).
The net assets attributable to the owners of the Company were
approximately HK$6,562.5 million (31 December 2017: HK$6,143.2
million), representing a net asset value of approximately HK$0.096 (31
December 2017: HK$0.089) per share.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES
Business Review

During the reporting period, revenue of the culture and media services
segment was approximately HK$2,691.6 million (for the six months
ended 30 June 2017: HK$1,753.9 million). Profit before income tax was
approximately HK$2.8 million (for the six months ended 30 June 2017:
HK$28.5 million).

Cinema Operation

During the reporting period, the national box office in China amounted
to RMB29.969 billion (excluding service charges), representing a year-
on-year increase of 17.46%. The admission of audiences was
approximately 900 million, representing a year-on-year increase of
15.34%. There are 8 films with box office more than RMB1 billion,
including 5 domestic films, and 38 films with box office over RMB100
million. During the reporting period, the cinema business of the Group
achieved a box office revenue (tax included) of RMB1,745 million
(excluding service charges), representing an increase of approximately
40.94% as compared to corresponding period in 2017 (excluding box
office (tax included) of City Entertainment Corporation Limited (“City
Entertainment”) for the corresponding period as the acquisition was
completed on 28 July 2017). The main reason for the increase was the
inclusion of box office (tax included) income of City Entertainment in
the first half of 2018 and the box office growth brought about by the
improvement of cinema operating efficiency, contributing to
approximately 5.82% of the national box office receipts. That
consolidates its status of ranking second among cinema investment
and management companies throughout China. Its admission of
audiences of 53.13 million marked another record high. As at 30 June
2018, the cinema business of the Company had an aggregate of 476
cinemas with 2,863 screens operating in 29 provinces and 179 cities in
China. In addition, there are approximately 320 cinemas contracted to
be opened but not yet to be in operation. During the reporting period,
the Group continued to optimize the income structure and
management model of City Entertainment, further improve its strategic

layout and adjust its organizational structure.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

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

Riding on the scale of cinema operation, the Company focused on the
long-term development of the industry with further deepening and
implementation of forward looking “Film +" strategy, which is applied
in diversified scene model, set up a number of business segments such
as innovative catering, leisure and entertainment, live performances,
etc. to form a cohesive professional operation team, creating an eco-
system of cinema experience integrated with diversified operation. In
respect of the performance, the Group officially launched “Music Me
Live (B %meIR#5)", which combined live music with cinemas, allowing
interaction between offline performance and online fans and bringing
diversified entertainment experience to the audience. At the same
time, the Group has also stepped up its efforts in innovation and
investment in high-margin businesses, such as film related products,
self-catering and multi-brand cross-industry alliance, so as to optimize
income structure and increase operating profit. Through these
initiatives, the quality resources of all parties have been further
integrated and the membership system has been constantly
developed.

On this basis, the Company continued to boost its efforts in market
expansion based on its optimistic judgment on the development of
film market in China in future. Its high-end cinema brands of iFree
Cineplex and City Entertainment continued to strengthen the
expansion in first and second-tier cities, while further widening the
market layout in third, fourth and fifth-tier cities.

In addition, the Group has also expanded its advertising business to
other figurative offline entertainment scenes through the cinema-
driven marketing model, enhancing brand influence and economic
benefits and further accumulating advertising users. As for advertising
business development, the Company has further strengthened the
professional advertising sales team building, provided professional
cinema entertainment integrated marketing solutions for three types of
core customers such as national customers, regional customers and
business district customers, comprehensively developed the
advertising customer market and promoted the improvement of
advertising business performance. As for cinema advertising products,
the Company continued to innovate and upgrade on the levels of
interconnection, interaction, experience and content, setting a
benchmark for advertising products in the cinema industry.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES (continued)

Business Review (Continued)
Dadi Film

Since 2017, the film market in China has returned to a rational level and
become mature. In 2018, it entered the era of driving box office by
content. With the steady growth of box office of Chinese movies, the
film industry in China underwent a gradual and in-depth structural
optimization, presenting an overall development trend of “big market,
positive energy, new layout”.

To go with the trend, Dadi Media (HK) Limited and its subsidiaries
(collectively referred to as “Dadi Film”) under Dadi Media continued to
develop content, launch series of products as main producer based on
adequate market research and data analysis and purposefully introduce
quality films with Chinese elements and international production
standards.

During the reporting period, in combination with its own team
characteristics and riding on the synergies with the Group's other
segments in different industries, the Company’s film content team
actively explored and focused on suitable film categories for its own
development and put in a great deal of efforts in this respect, so as to
explore core competitiveness and produce quality content. The team
secured content reserves and development for relevant film categories
through self-development, copyright procurement, cooperation with
external established creative teams, etc. At the same time, Dadi Film
participated in the investment of a number of movies with good
reputation and high box office. During the reporting period, the
distribution team was involved in the distribution and promotion of
three movies in the capacity of main distributor, as well as the

distribution and promotion of a film in the capacity of co-distributor.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES (continued)

Business Review (Continued)
Dadi Film (Continued)

As for animation content business, the Company focused on IP (a type
of intellectual property which mainly refers to the copyright of literary
and artistic works) reserves, operation and licensing regarding quality
content in such areas as comics, 2D animation and teen animation
under the brand of “Magical Kingdom Anime”. As for IP content, the
team built up its knowledge by way of self-development,
commissioned development, copyright procurement, etc. During the
reporting period, the team has cooperated with outstanding content
production partners, such as SAMG Animation (a company in South
Korea) and Genco (a company in Japan), and invested in a number of
TV series and films, thus providing high quality work for the operation
of IP content library. As for the IP content operation, according to the
differences in the audience of the content, the channels are classified
to pursue operational efficiency and value maximization. During the
reporting period, the team exclusively distributed new animation series
of “Magical Girl Ore (B /% 2> Z &)" and “Rokuhodo (f& 1 Z)" on
Bilibili, a website that gathers animation fans, as a new attempt to
refine the operation of animation content. Besides, the self-developed
comic mobile APP — Man Ying Comics (8 5 '8 &) was officially
launched, which established a platform for refined operation of comic
content.

Oristar

After a decade of meticulous efforts, products of Oristar Technology
(HK) Limited and its subsidiaries (collectively referred to as “Oristar”)
are well recognised by the market. During the reporting period, Oristar
participated in facility construction for approximately 8,500 halls, and
entered into technology service contracts with over 1,400 cinemas,
covering 30 provinces, autonomous regions and municipalities across
China.

During the reporting period, Oristar launched the platform of
“Huiyingyun” (E 5 %) with the big data of cinema users as the core,
providing cinemas with comprehensive product development matrix in
three major scenarios of marketing, operation and security, and setting

up scene marketing channels and data platform to provide

comprehensive services.

BTEE

alnp

s

]

B2 5 AT )

AL B ERE IR @)

ESE)- 1

AMEEL (8)

BENTEESE  AAFNIEFT AN A
LHOME . EINEE  —ATHE LR
EEGEGIP(—EABERE  FEREXS
SEERMIRIES) WA G - EL RIEE -
EIPRNAHE - EEBBETHE - BEEE
RIRERBS T RER - MEWA - BHC R
B2 4 SAMG Animation &% H AR 2
M Genco EEANATEUEBLAE - R E2HE
TEMBERYE  AIPRNSEMLSERET
SEEER EPRABLHE  HEHERE
MEREBER  YREETHENBRLE
WMERAY, - BES A - WS PREBE =R T
T & B Bilibil B3 B R B ITHE (A
7 ) (EME) - LA EAES A M
LBLMTES - BASETHRER — BY
BEMDTIR G - Al T 2R NANRBEMAL
BRTE

IREFHE

B TFNRBAE REFHR(EB)BRA
AINENBAR(HEIRERE]) HEMRI
BTRIFMMSERE - REHRN  REREZR
R EE S EETS,5001E - HMTIRIS RO
PriE 1,400 %% - SEMZ2E30E% - 88
A E s -

WEMA REMBREXEBLELT B2
Fa - URERBPABEASZL - BEkEHR
i B  RE=ZXGRHREERE2IH
REMBR  WATRER KLEEEES
REHBRIBBECTE  BEETURS -



MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

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

Oristar continued to endeavor in laser screening business and
launched the first domestic self-developed 6P RGB laser projection
system (6P RGB# ¢ 7 Bt & #7%). The fast-growing cinema industry in
China has commanded higher requirements in terms of screening
quality and technical services. To respond to the development trend of
the industry, Oristar has proposed "high-quality screening service” —
integrated solution for cinemas with laser screening, and continued to
provide one-stop integrated solutions and services for cinemas.

Prospects

In the first half of 2018, the national gross box office amounted to
RMB29.969 billion (excluding service charges), representing a year-on-
year increase of 17.46%. The records in film industry keep refreshing.
The box office of domestic films amounted to RMB17.930 billion,
representing a year-on-year increase of 81.9%, accounting for 59.82%
of the total box office, which dominates the market. Thanks to the
enhancement of the quality of domestic films and the increase in the
number of screens, the box office of films keep rising and become a
key driver of the steady growth of the global film market. The Group
will capitalize on two key drivers of urbanization development and
consumption upgrading by taking users as the core, adopting multi-
brand expansion strategies and standardized business model, using
international hi-end screening equipment, intensifying the knock-on
effects of the brand and continuously increasing brand awareness and
market share.

As for the cinema operation business, the Group will continue to
deepen the "Film +" strategy, devote more resources to diversified
fields, such as live performances, leisure and recreation, derivatives and
catering, so as to create a diversified scene model for the cinema,
improve profitability and economic efficiency. Meanwhile, the Group
will make use of the OMO (online and offline integration)
transformation to pave the way for online and offline operations of
cinemas, promote member interests, enhance member loyalty, carry
out precise marketing with big data and self-developed ticketing
platform, and establish the experience-oriented cinema ecosystem

under cross-industry operation with core of “film culture group”.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES (continued)
Prospects (Continued)

Thanks to the increases in the number of cinema advertising products,
the level of digitalization, the recognition of the market towards cinema
media and the number of cinemas that can screen advertisements, the
Group will have stronger scale economies effect and competitive
advantages in the cinema advertising market, which will have a positive
impact on the brand awareness and operating results of the Company’s
advertising business.

As for the content, in the second half of 2018, Dadi Film will continue
to develop strategic partnership with high-quality creative teams in the
industry with strict budget control and risk control in mind, and make
use of quality resources to enrich the existing film lists. At the same
time, the Group will conduct in-depth market research and marketing
strategy research, and direct the Company’s content development and
investment strategy based on the market analysis, audience analysis,
marketing strategy analysis, etc., so as to launch market-competitive
film products efficiently.

As for the animation content, the team plans to cooperate with well-
established animation companies and comic studios in China and
overseas countries to jointly develop various projects, including
animation series of “Katana Maidens ~ Toji No Miko (JJ# 8 %)", “Dies
irae”, “Miniforce X (i ¥} 5 I BX)"” and comics of “Celestial Track of
Peng Lai (Z#&1LEM)"”, and continue to explore and refine the operation
model in accordance with the characteristics of the respective IP
content. In the future, the Group will strengthen the connection
between comics and animation films and series, strive carry out IP
content operation and licensing on all-round, multi-angle and
international basis and fully control and explore the intrinsic value of IP.

As for the cinema screening service, regarding the fast-growing cinema
industry in China, Oristar will actively promote the popularization of the
“Huiyingyun” platform, so as to enhance the core competitiveness of
the cinemas and improve its operational efficiency and profitability.
The Company upholds its faith in “high quality screening service” to
provide quality one-stop products and services for cinemas.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

PROPERTY DEVELOPMENT
Business Review

During the reporting period, revenue of this business segment was
approximately HK$5,106.1 million (for the six months ended 30 June
2017: HK$5,686.2 million) and profit before income tax was
approximately HK$3,291.1 million (for the six months ended 30 June
2017: HK$3,075.7 million). Profit for the period was mainly attributable
to the continuous recognition of the income of Phase 3 of "The
Peninsula” during the reporting period.

“The Peninsula” Project in Shenzhen

“The Peninsula” project of Nan Hai Development adheres to provide
quality products with exquisite decorations. The sale of Phase 3 of “The
Peninsula” was launched on 9 April 2016 in Shekou, Shenzhen. As of 30
June 2018, accumulated sales amounted to RMB20.29 billion. Up to
79,000 sg.m. in Phase 4 of “The Peninsula” will be made available for
pre-selling in the second half of 2018. The construction has progressed
steadily with established outlook. The project also has commercial area
of approximately 55,800 sg.m., which is held by the Group and will be
commenced in 2019. It is expected to operate a number of businesses
including smart hotel, intelligent business and sharing office.

“Free Man Garden” Project in Guangzhou

The"”Free Man Garden”project of Nan Hai Development in Guangzhou
is located at the junction of Baiyun District and Huadu District, which
not only enjoys the comprehensive ancillary facilities in Baiyun District,
but also the favorable factors brought by the airport economic area.
There are a total of eight phases in “Free Man Garden”, of which
Phase 1, Phase 2, Phase 4 and Phase 7 have been sold out before 2018.
The remaining Phase 5, Phase 6 and Phase 8 will be saleable, while
Phase 3 will be self-owned for commercial use. Phase 4 obtained the
certificate of acceptance for the planning of construction project (¥3 &l
B U A 1 #F) in December 2017 and is expected to be delivered in
September 2018. Phase 7 obtained the certificate of acceptance for the
planning of construction project (3R Z|5a UL & &8 ) in June 2018. Phase
5 and Phase 6 are under construction in full swing and have been
capped at present with the saleable area of approximately 223,200
sg.m., which is expected to commence pre-selling at the end of 2018

or the beginning of 2019.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

PROPERTY DEVELOPMENT (continued)
Prospects

There were challenges in the real estate industry in 2018. Domestic
regulation continued to increase, limiting purchase, loan and price;
limited funding sources and rising capital costs have also led to
cautious expansion of property developers. Nan Hai Development will
actively recoup sales proceeds from pre-selling activities, while
developing premium projects in various forms in China to achieve
stable and sustainable development of the real estate business.

The Group is committed to green building and environmental-friendly
technology, focusing on stereoscopic greening, key technology
research and development as well as commercial transformation in the
field of ecological construction. Its subsidiary 7 Il T 22 2 &} £ 4% 1k
T %2 A BR 2 Al (Shenzhen Cui Lu Technology Engineering Company
Limited*) will soon launch the first vertical greening system with
international technology level in the country, solving a lot of technical
problems in stereoscopic greening and will be presented for the first
time in the “"Free Man Garden” project in Guangzhou in the second

half of 2018.

ENTERPRISE CLOUD SERVICES
Business Review

By virtue of the comprehensive cloud computing infrastructure services,
e-commerce and total “Internet+" solutions offered for corporate
clients in China, this segment spent unremitting efforts on the
development of digitalization and smart operation. Leveraging on its
unremitting efforts, this segment has successfully established an
outstanding national business and localized service network in the
industry, so as to effectively address “the last kilometer” problems
from service providers to corporate clients. In the meantime, in respect
of product development, after prolonged exploration and promotion,
this segment successfully launched a series of leading cloud services
corporate digitalization and transformation in the industry. A {b&) 1%}
B & % B BB 2 7 (CE Dongli Technology Company Limited, “CE
Dongli”)'s portal business and 1t T 855 S 5T AR A 7 (Beijing
Xinnet Cyber Information Company Limited, “Xinnet”)’s cloud
computing services have also commenced stably, which played a
significant role in promoting the growth of the number of users.

*  For identification purpose only
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

ENTERPRISE CLOUD SERVICES (continued)
Business Review (Continued)

During the reporting period, with key subsidiaries CE Dongli and
Xinnet as its main business entities, more efforts were continuously
made in the development of cloud services for corporate digitalization
and smart operation by providing comprehensive laa$ (Infrastructure
as a service), cloud application, corporate e-commerce services,
"corporate digitalization transformation” total solutions and big data-
based business intelligence cloud service to China market. During the
reporting period, revenue of this segment was approximately HK$503.9
million (for the six months ended 30 June 2017: HK$372.5 million),
representing an increase of approximately 35.3% over the
corresponding period of last year. Loss before income tax was
approximately HK$68.8 million (for the six months ended 30 June 2017:
HK$32.6 million).

CE Dongli

With 19 years’ experience of being a services provider for enterprises
in China, CE Dongli has successfully established a corporate
“Internet+" product operating system as well as an extensive business
and localized service network, providing corporate digitalization and
operation solutions. During the reporting period, CE Dongli continued
to strengthen the management of its direct branch offices and further
enhanced its localized service capacity through the establishment of
customer care divisions in various branches across China. In particular,
the enhancement in service capacity of the “the last kilometer”, which
is crucial to enterprises, would make such services closer to user needs.
In addition to providing digitalization and operation solutions for
SMEs, CE Dongli is also constantly exploring new market opportunities.
During the reporting period, CE Dongli launched a high-end
customized brand CE Ultimate (Ff & &
providing high-end customers with a continuous “Internet +”

2£), which is committed to

digitalization and smart operation flagship service, shaping efficient
Internet integrated marketing communications, with a view to creating
brand-new business value. Since its inception, CE Ultimate has
provided a full range of smart services of Internet information for more
than a dozen Fortune Global 500 companies and approximately 100
Fortune 500 companies in China. In the meantime, in respect of
research and development of new products and supported by the
“middle structure of business (¥ H &)"”, more emphasis was put on
the needs of different industries and clients under different stages so
as to provide customized products and industry solutions to meet the

needs of enterprises or certain specific industries.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

ENTERPRISE CLOUD SERVICES (continued)
Business Review (Continued)
Xinnet

During the reporting period, Xinnet continued its cloud services such
as laaS, domain name hosting and synergistic communication for SMEs
and micro-enterprises through internet online and distributor channels
established across China. In 2017, after Xinnet officially
launched” Arrow Cloud (&7 58 ££)”, its self-developed new generation
cloud computing product, in respect of research and development, the
Group continued to develop a cloud business platform and operation
platform around Arrow Cloud products, effectively ensuring the
strategic implementation of the new cloud computing business, and
improving the operational efficiency while bringing better experience
to customers. On this basis, Xinnet regards its own cloud products as
its core and provides users with more extensive value-added products
and a more comprehensive cloud service experience through the
application and service market.

Prospects

The management of this segment considers that enterprises in China
will continue to increase its investment in digitalization and
transformation, and business intelligence services based on big data
will be developed. Although it still takes time for market ramp-up and
promotion, cloud services for corporate digitalization and smart
operation and industrial solutions will enjoy enormous room for
development. Going forward, this segment will continue to improve its
ground services capability by regarding users as its core, relying on the
industry and making full use of Internet, which allows it to quickly
respond to the needs of enterprises and provide timely solutions to
issues. Meanwhile, this segment will enhance its overall operational
capability and online services capability. In respect of product
application, with an in-depth understanding of the industry’s business
scenarios, the Group will quickly respond to the needs of business
scenarios in different industries based on the cloud product model and
the “middle structure of business (3% & M &)". Furthermore, this
segment will also increase its capital investment in data centre, cloud
computing technology, automatic operation and maintenance
technology as well as big data technology, and enhance its overall
technical core competence to further develop and optimize its
products and services for the enterprise’s digital intelligent business

scenario.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

INTERNET LIFESTYLE PLATFORM
Business Review

There are two business divisions under the Internet lifestyle platform,
namely “HKO01"” and “Duowei Media”. During the reporting period,
revenue of the Internet lifestyle platform was approximately HK$20.9
million (for the six months ended 30 June 2017: HK$5.3 million). Loss
before income tax was approximately HK$180.5 million (for the six
months ended 30 June 2017: HK$150.2 million).

Based in Hong Kong, “HKO1” has more than 750 employees and is a
pioneer of innovative media, aiming to create an Internet lifestyle
platform for Hong Kong people. By hosting or participating in activities
such as market, marathon, live concerts, etc., we will build a user link
and launch a number of lifestyle platform services including payment,
e-commerce, membership and social networking, etc. to build a better
life in Hong Kong. During the reporting period, active users of
webpages and mobile applications reached 900,000 at the peak, and
active users of mobile applications increased by nearly 90% as
compared with last year. In respect of views, webpages have doubled,
while mobile applications have grown by 80%. With high-quality news
reports, “"HKO1” has won many awards in the news media awards such
as the the SOPA Award for Public Service Journalism.

“"Duowei Media” adopts the dual-centre development strategy of news
and operations to implement the concept of “data-driven operation,
operation-driven content”. During the period, Duowei Media webpage
views reached 120 million, representing a year-on-year increase of 60%,
while users increased by about 20% as compared with last year. As of
the end of June 2018, the number of members of “Duowei Media” has
reached 58,000, representing an increase of more than 20% as
compared with last year.

Prospects

In the future, we plan to integrate the businesses of “"HKO1"” and
“"Duowei Media” with a view to enhancing synergies, actively develop

innovative new products and fully explore user value.
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Nan Hai Corporation Limited
FEIERERAE

MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

INNOVATIVE BUSINESS
Business Review

During the reporting period, revenue of innovative business was
approximately HK$288.5 million (for the six months ended 30 June
2017: HK$341.4 million) and loss before income tax was approximately
HK$363.5 million (for the six months ended 30 June 2017: HK$192.2
million), of which one-off loss due to closure and provision for
impairment was totaling HK$95.3 million.

During the reporting period, Crabtree & Evelyn will continue to deepen
its reforms, and a number of measures in sales strategy, product
planning and new product development, investment in informatization,
optimization of supply chain, etc. are steadily advancing.

In respect of sales strategies, Crabtree & Evelyn has secured its
profitability through stable pricing policies and discount control
measures. Retail gross margin has begun to increase steadily in certain
countries. New product research and development progressed
smoothly, and product safety and stability testing was carried out in an
orderly manner. It is expected that in the 2019, there will be three
series of 58 new products to meet the diverse needs of customers.
Thanks to the continuous deepening of investment in informatization
and optimization of supply chain, the central distribution centre of
Crabtree & Evelyn in the Asia Pacific region has been put into use
during the reporting period, bringing superior product distribution
capabilities to the Asian market, and improving the flexibility of
delivery to our distributors and subsidiaries.

Crabtree & Evelyn is committed to developing internet sales platform
and third-party online shopping malls. As of 30 June 2018, online
shopping platforms of Crabtree & Evelyn in the United Kingdom,
Australia, Singapore and Malaysia have been launched, and internet
sales platforms in other countries will gradually continue to be
launched in the second half of 2018. In March 2018, Crabtree & Evelyn
officially entered China market through Tmall World and ranked
among the top sales in the 618 Tmall hand cream category. With the
development of the online sales platform, the Group reassessed and
reviewed offline stores with poor operating and financial performance,
and screening out certain stores for closure, which will have a positive
impact on improving long-term profitability.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

INNOVATIVE BUSINESS (continued)
Prospects

In the future, Crabtree & Evelyn will provide customers with a
comprehensive channel, online and offline integrated operation and
consumption experience on a global scale, forming a user-centric and
exclusive service system, and continue to optimize membership
system.

FINANCIAL RESOURCES AND LIQUIDITY

The Group continued to adopt prudent funding and treasury policies.
As at 30 June 2018, net assets attributable to the owners of the
Company amounted to approximately HK$6,562.5 million (31
December 2017: HK$6,143.2 million), including cash and bank balances
of approximately HK$12,839.6 million (31 December 2017: HK$13,069.8
million) which were mainly denominated in Renminbi, Hong Kong
dollars and United States dollars. As at 30 June 2018, the Group's
aggregate borrowings were approximately HK$24,452.4 million (31
December 2017: HK$24,156.0 million), of which approximately
HK$13,023.3 million (31 December 2017: HK$12,705.3 million) were
bearing interest at fixed rates while approximately HK$11,429.1 million
(31 December 2017: HK$11,450.7 million) were at floating rates. The
Group currently has not taken any interest rate hedge.

As at 30 June 2018, the gearing ratio of the Group, which is calculated
as the net debt divided by the adjusted capital plus net debt was
approximately 60.52% (31 December 2017: 60.64%).

As at 30 June 2018, the capital commitment of the Group was
approximately HK$1,747.7 million (31 December 2017: HK$3,104.6
million), of which approximately HK$44.6 million would be used for the
renovation of the owned properties, approximately HK$384.5 million
would be used as capital expenditures for the expansion of its cinema
business, approximately HK$1,308.6 million would be used for property
development, and approximately HK$10.0 million would be used for
other purposes.

As at 30 June 2018, the Group's contingent liabilities were
approximately HK$20.0 million (31 December 2017: HK$19.5 million) in
connection with the guarantees given to secure credit facilities and
guaranteed returns. Details are set out in note 22 to the financial

statements.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

FINANCIAL RESOURCES AND LIQUIDITY

(Continued)

As at 30 June 2018, certain buildings, other property, plant and
equipment, properties under development and completed properties
held for sale, investment properties and bank deposits with a total net
carrying value of approximately HK$12,073.2 million (31 December
2017: HK$12,025.6 million) were pledged to secure the credit facilities
granted to the Group. In addition, trading securities with a carrying
value of approximately HK$300,000 (31 December 2017: HK$300,000)
and certain shares of several subsidiaries were pledged and bank
accounts were charged for securing the Group's credit facilities. Details
are set out in note 23 to the financial statements.

Details of the bank and other borrowings and financing of the Group
are set out in notes 17 and 18 to the financial statements.

EXPOSURE TO FLUCTUATION IN EXCHANGE
RATES

The majority of the Group's borrowings and transactions were primarily
denominated in US dollars, Renminbi and Hong Kong dollars. Both the
operating expenses and revenue were primarily denominated in
Renminbi and Hong Kong dollars. Uncertainties in global economic
development are expected to warrant a fluctuation in Renminbi. The
Group's reported assets, liabilities and results may be affected by the
Renminbi exchange rates. During the reporting period, fluctuation in
Renminbi exchange rates affected the assets and liabilities translation
from Renminbi to Hong Kong dollar in financial reporting of the Group,
and the Group will keep reviewing and monitoring the fluctuation in
exchange rate between Renminbi and Hong Kong dollar. For the
funding in US dollar, as Hong Kong dollar are adopted as the reporting
currency of the Group, the Group has only a rather slight risk of
exchange rate fluctuations owing to the linked exchange rate system
that pegs Hong Kong dollar to US dollar. The Group has partially
managed this risk through cross currency swap. The Group proactively
seeks management measures to minimize the impact arising from risks
and uncertainties as far as practicable, and considers using foreign
exchange hedging instruments (if appropriate) from time to time, to
minimize the risk exposure arising from changes in Renminbi exchange
rates, and under practicable circumstances, actively chooses the type
of currency for assets and liabilities according to the Group's

prejudgment of currency trend.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

EMPLOYEES AND REMUNERATION POLICY

The Company employs and remunerates 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 of the Company. In general, salary review is
conducted annually. As at 30 June 2018, the Group had approximately
22,496 employees (30 June 2017: 18,944 employees). The total salaries
of and allowances for employees for the six months ended 30 June
2018 were approximately HK$1,216.5 million (for the six months ended
30 June 2017: HK$864.7 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 SUBSEQUENT TO REPORTING
PERIOD

Save as disclosed in note 27 of 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 EENKRMO R HEBIRG ZE
POSITIONS IN SHARES AND =RRAE
UNDERLYING SHARES

As at 30 June 2018, the interests and short positions of the directors  A2018%F 68308 * KRB EERESTH
and chief executive of the Company in shares, underlying shares and A BR AR QA TS EF B AE (T&E R F>

debentures of the Company or any of its associated corporations  REIEEF) ([7B5 R HIE 1M ]) £ XV E) 7 Bk
(within the meaning of Part XV of the Securities and Futures Ordinance 15 AR D RESET  HEH BN IRIEE
(the "SFO")) as recorded in the register required to be kept under ASNREIE(EHIFEI2IEFEE 2 S sk iR
Section 352 of the SFO or as otherwise notified to the Company and & E MR B8R 1078, E 8T AZEFHETT
the Hong Kong Stock Exchange pursuant to the Model Code for #5453 ZaEASF A ([EAEF A ) A H M5
Securities Transactions by Directors of Listed Issuers (the “Model &R QAT REBEFT 2z LR AA I

Code”) as set out in Appendix 10 to the Listing Rules were as follows: ™
THE COMPANY ViNNE=]
Long and short positions in shares in issue RE TR Z B KB
Approximate
Number of percentage
Name of Director Capacity/Nature of interest shares held holding Notes
EEpnA B EEnE FEROBE FREQEIL B &
Yu Pun Hoi (“Mr. Yu") Corporate interest 40,673,177,261 (L) 59.25% 1
T TrED ASIL: £ 9,733,091,482 (S) 14.18% 2
Notes: Wi
1. These 40,673,177,261 shares were collectively held by Rosewood Assets Ltd., 1. 2540673177261 BRI FREBREEE
Pippen Limited, Staverley Assets Limited, First Best Assets Limited and BENRRAMIZERBRAGMBEEEEED
Unicorn Assets Group Limited, companies indirectly wholly owned by Mr. Yu Rosewood Assets Ltd. * Pippen Limited *
through Dadi Holdings Limited, a company wholly owned by Mr. Yu. Staverley Assets Limited * First Best Assets
Limited & Unicorn Assets Group Limited & 3t #
ﬁ o
2. These 9,733,091,482 shares were charged by Pippen Limited, a company 2. %559,733,001 4828 IR TR A FEBHE2EH
indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company EHMARAMIERERARHMELZEREN
wholly owned by Mr. Yu. Pippen Limited ### o

3. (L) denotes long position and (S) denotes short position. 3. (LWIEFRE - MO)I|AE °




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
2018, 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
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Approximate

Number of percentage
Name of Director Capacity/Nature of interest shares held holding Note
EEpnA B EmtE FEROGEE FREBMEIL B 5
Mr. Yu Corporate interest 12,838,585,316(L) 64.47% 1
TRAE NEER
Lung King Cheong Personal interest 150,000(L) 0.00075%
BERE (EPN: £
Note: Hat -
1. These 12,838,585,316 shares were collectively held by Goalrise Investments 1. 25512 838,585,316 RIR MDA QT 2 2 E W B

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.

2. (L) denotes long position.

Save as disclosed above, as at 30 June 2018, 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.

A A Goalrise Investments Limited * View Power
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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 2018, 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 2018 and up to the date of this report.

SUBSTANTIAL SHAREHOLDERS'’
INTERESTS AND SHORT POSITIONS

As at 30 June 2018, 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

BiEsrE

20125 A28 B » AN B ER 43 — T8 S AR 12
P8I (T%TELD) - RIRAATE - RERARER T
W ARBEFGABRHBIEROBRET A
SEZEF BEULE AR RAEEIED
ARz AL -

BN TSI M E 2018 6 A 30 B 1F61E
AHM WEBREREZTEERLY 17
&~ FESES R MR 20184F 6 A30H K&
EAREBE - NZETEE TBET A S ARTT
1 2 BB AR AE o

TERRz2ERRAR

2,
S
~.

M2018F 6 H30H » RIEBEARAIERESF K
BIEIEPIE 336 IGF B 2 Bl pracss - AT
AT (RRREERESTHRABRINRER
AR ABER NP EEES AR

Approximate
percentage of

the Company under Divisions 2 and 3 Number of issued share capital

of Part XV of the SFO Nature of interest shares held of the Company  Notes

BERBESRAEKHIEXV I RN

E2RIFTWEMEATIKE 2RITREZ

BRI A+ EE/ B BHE FEROBE BOTAL A

Dadi Holdings Limited Corporate interest 40,673,177,261 (L) 59.25% 1

RiZERER A A NSIE 9,733,091,482 (S) 14.18% 4

Rosewood Assets Ltd. Beneficial interest 8,041,150,210 (L) 1.71% 1
Efay i

Pippen Limited Beneficial interest 14,830,245,497 (L) 21.60% 1
Bt 9,733,091,482 (S) 14.18%

Staverley Assets Limited Beneficial interest 4,893,197,974 (L) 7.12% 1
ol o

First Best Assets Limited Beneficial interest 9,544,736,998 (L) 13.90% 1
Efay i

Kung Ai Ming Corporate interest 6,530,443,498 (L) 9.51% 2

BEH INSIE 3t

Yu Ben Hei Corporate interest 6,461,043,498 (L) 9.41% 2

FARER DA

Macro Resources Ltd. 4,361,043,498 (L) 6.35% 2&5

Beneficial interest

Bk

£ 1
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SUBSTANTIAL SHAREHOLDERS'’
INTERESTS AND SHORT POSITIONS

(Continued)

FTERRZEZRAE @

Approximate
percentage of

Name of person holding an interest
in shares which has been disclosed to

the Company under Divisions 2 and 3 Number of issued share capital
of Part XV of the SFO Nature of interest shares held of the Company  Notes
BARBESRBERAZEXVE RS
F2RIDHEAEQARE BRITRAZ
BAEZ2ALERE HE BEUE RO EE BB W
Lim Siew Choon Corporate interest 5,514,986,997 (L) 8.03% 3
W F NEHER
Empire Gate Industrial Limited Beneficial interest 5,514,986,997 (1) 8.03% 3
BEnfEn
Central Huijin Investment Ltd. Security interest 7,060,000,000 (L) 10.29% 6
piiRE S
Corporate interest 63,091,482 (L) 0.09% b
NS
China Construction Bank Corporation Security interest 7,060,000,000 (L) 10.29% 6
g F
Corporate interest 63,091,482 (L) 0.09% 6
NEIER

Notes:

Rosewood Assets Ltd., Pippen Limited, Staverley Assets Limited, First Best
Assets Limited and Unicorn Assets Group 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.

Macro Resources Ltd. and K Resources Group Limited. are held as to 50%
each by Ms. Kung Ai Ming and Mr. Yu Ben Hei, the son of Mr. Yu. Their
respective interest in 4,361,043,498 and 2,100,000,000 shares were included as
interest held by Ms. Kung Ai Ming and Mr. Yu Ben Hei. Ms. Kung Ai Ming owns
interest of 69,400,000 shares through Redmap Resources Limited, her wholly
owned company.

Empire Gate Industrial Limited is wholly owned by Mr. Lim Siew Choon. Its
interest in shares was included as interest held by Mr. Lim Siew Choon.

These 9,733,091,482 shares were charged by Pippen Limited, a company
indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company
wholly owned by Mr. Yu.

Wit -

Rosewood Assets Ltd. * Pippen Limited -
Staverley Assets Limited * First Best Assets
Limited & Unicorn Assets Group Limited & T %t
ERE2ERE AR BBHE2EREE 2K
ERBRABFE  ZERRZROEENLEX
BEMARTREZ AR °

EERAZTIRTAEEZRFTFAREEEERA
Macro Resources Ltd. &2 K Resources Group
Limited 50%# 25 ° %% A A5 51744,361,043,498
522,100,000,000 fc i fn 2 #E a5 i A B EEE B 22 +
NTARREEMSE 2R c BEERLLFEBH
2 & ¥ B 22T Redmap Resources Limited # &
69,400,000 f& % 17 2 #E 25 ©

Empire Gate Industrial Limited & #/N& 55 4 2
2EHEARA c ZR AR 2B ERAA R
NERFEFR 2

%559,733,001 4828 IR F R A FBHE2EH
EOMRARAMIERERARHMELZEREN
Pippen Limited #& 1 °
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5. Pursuant to Part XV of the SFO, if certain conditions are met, the shareholders
of the Company are required to submit a disclosure of interest notice. In the
event of changes in the shareholding of the shareholders in the Company, the
shareholders will not be required to notify the Company and the Hong Kong
Stock Exchange unless certain conditions are met. Therefore, the latest
shareholding of the shareholders in the Company may be different from the
shareholding submitted to the Hong Kong Stock Exchange.

6. These 7,123,091,482 shares were indirectly held by Central Huijin Investment
Ltd. through China Construction Bank Corporation, CCB International Group
Holdings Limited, CCB Financial Holdings Limited, CCB International
(Holdings) Limited and CCB International Overseas Limited.

7. (L) denotes long position and (S) denotes short position.

Save as disclosed above, as at 30 June 2018, 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.

5 REFEHFLIRGOIEXVEL - W5 T HRFER
AIRARRRASRBERRERK o MERRA
RANFRERE - BRIFETIRMHCEK - TR
R BAMG R T REBE PN SRR A
RAZBHFHIRE A RLE 2 X T HBHZ A
B[R -

6. % 557,123091,482 % % 17 E3 Central Huijin Investment
Ltd.#% 8 China Construction Bank Corporation, CCB
International Group Holdings Limited, CCB Financial
Holdings Limited, CCB Interational (Holdings) Limited
K2 CCB International Overseas Limited EI#:45 48 ©

7. (DIEMFRE - M) FERE -

B EXFPrEESN - 201856 A308 » #
BAL(RARREFEESTRABRIN AE
ARE - ERARBZBOHAABROTHEE
JARERIN AR B IRRE 75 S BB 16101 56 336 16k
FEZELMZERIOXE -




PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

On 17 May 2018, Top Yield Ventures Limited (a wholly-owned
subsidiary of the Company) issued the US$120,000,000 guaranteed
senior notes with an interest rate of 9.75% due 2019. The notes are
listed on the Hong Kong Stock Exchange.

Save as disclosed above, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of its listed securities
during the six months ended 30 June 2018.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend
for the six months ended 30 June 2018 (for the six months ended 30
June 2017: 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 2018, except for the deviation
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.

Since 12 February 2018, the Company has rectified the previous
deviation concerning CG Code Provision A.2.1 by the appointment of
Ms. Liu Rong as the CEO with effect from 12 February 2018. Prior to 12
February 2018, the role of CEO was also performed by Mr. Yu Pun Hoi,
the chairman of the Company. The Board believed that vesting the
roles of both chairman and CEO in the same person provided the
Company with strong and consistent leadership, and allowed for
effective and efficient planning and implementation of business
decisions and strategies. By appointing Ms. Liu Rong as the CEO with
effect from 12 February 2018, the Company has complied with the

requirements under CG Code Provision A.2.1 since 12 February 2018.
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CHANGES IN MEMBERSHIP OF THE
BOARD AND THE DIRECTOR'S
INFORMATION

The changes in membership of the Board since the date of the
Company's 2017 Annual Report:

Mr. Lung King Cheong, an executive director, has been re-designated as
a non-executive director of the Company, with effect from 1 April 2018.

The changes in the information of the Directors since the date of the
Company's 2017 Annual Report:

Ms. Liu Rong, an executive director, has been appointed as the chief
executive officer of the Company, with effect from 12 February 2018.

Mr. Lam Bing Kwan, a non-executive director, retired as an
independent non-executive director of eForce Holdings Limited, a
company listed on Hong Kong Stock Exchange with stock code 943,
with effect from 4 June 2018.

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 2018.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
comprises all the independent non-executive directors of the
Company, namely Mr. Lau Yip Leung, Mr. Xiao Sui Ning and Mr. Ho
Yeung Nang. 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 2018, 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, 29 August 2018
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