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Nan Hai Corporation Limited
BEERERAF

CORPORATE INFORMATION (continued)
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CONDENSED CONSOLIDATED INCOME fEi %R B U AR 2R
STATEMENT
For the six months ended 30 June 2019 HZE2019F6 A3081E5EA

2019
HK$'000
THET
(Unaudited)
(REER)
Revenue W 6(a) 5,607,886 8,635,655
Cost of sales and services provided HE MR RT 2 B (2,504,311) (2,703,856)
Gross profit e 3,103,575 5,931,799
Other operating income EmgglA 6(b) 285,531 303474
Selling and marketing expenses HERTHERERY (1,225,988) (1,711,593)
Administrative expenses THRAX (534,967) (672,680)
Other operating expenses Hi Q& (956,129) (921,339)
Finance costs BE R AN 7 (765,229) (522,270)
Gain on fair value change on financial liabilities at BARBEREEREE SR
fair value through profit or loss BEZAABEED KA 23,551 29,406
Expected credit loss on financial assets CREECEREERE (19,369) (16,372)
Gain on disposal of non-current assets held-for-sale BERELE ZERDEE 2 W - 21,710
Share of results of associates FE(RHEE AR EE (14,105) 6,741
Share of results of joint ventures ElhaEhEEE (511) 521
Gain on fair value change on investment properties REMEAABEED M 13 1,428,853 1053
Profit before income tax B AR 8 1,325,212 2,450,450
Income tax expense FTieRAY 9 (1,315,959) (1,452,849)
Profit for the period HRER 9,253 997,601
Profit/(Loss) for the period attributable to: AT ATEEBRER (BE)
Owners of the Company RABIEAA 90,956 984,438
Non-controlling interests Elaufiligraa] (81,703) 13,163
9,253 997,601
HK cent HK cent
B4l Il
Earnings per share for profit attributable to the HRADTHEEARERRNZ
owners of the Company during the period BREF
— Basic — &K 11(a)
— Diluted —#E 11(b)
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CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

For the six months ended 30 June 2019

T R & 15 2 T WA o %

HE2019F6 A30 B 1IEAEA

2019
HK$’000
THET
(Unaudited)
(REEX)
Profit for the period HAEF 9,253 997,601
Other comprehensive income, including Hihz2mizs > B85
reclassification adjustments ENSERE
Item that will not be reclassified subsequently to Bl ETeEH o HE Bk
profit or loss: ZIHEE -
Fair value change on financial assets at fair value BRAREBENEMEE KRR
through other comprehensive income (MEARBEREMEEREEE] 2
("FVOCI"), net of tax CREEC DA BEED GNRTIE) 37,267 16,117
[tems that may be reclassified subsequently to HEnEEF DB ERIR
profit or loss: ZIHE -
Exchange loss on translation of financial REGINEBI B RE
statements of foreign operations 2 TEH &8 (23,094) (225,394)
Exchange loss on translation of financial REGINEE N R B SRR
statements of foreign associates ZIEH EE (186) (1,562)
Exchange loss on translation of financial BERINEEDETHERE
statements of foreign joint ventures 2 M EE (9) (88)
Other comprehensive income for the period, £y & ft 2 & Uk %
including reclassification adjustments BREENSERE 13,978 (210,927)
Total comprehensive income for the period HRzmk A 23,231 786,674
Total comprehensive income attributableto: LT A T/EE2EUREHLE :
Owners of the Company NATEE A 112,366 787,994
Non-controlling interests JEFERR (89,135) (1,320)
23,231 786,674
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at 30 June 2019 7201946 H30H
30 June
2019
2019 F
6 A30H
HK$'000
BT
(Unaudited)
(REER)
ASSETS AND LIABILITIES BEREE
Non-current assets FREEE
Property, plant and equipment ER N 12 9,823,527 5,217,394
Investment properties REME 13 4,172,258 757,669
Prepaid land lease payments under KEME T BN L
operating leases HES - 22,860
Interests in associates NN k3 113,083 134,326
Interests in joint ventures REEDE 30,168 30,688
Intangible assets BREE 14 6,441,440 6,516,732
Deferred tax assets FIERIBEE 1,245,400 930,791
Amounts due from related parties FEUR A T F0E 25(b) 169,019 430,711
Financial assets at fair value through BARBEREMZERE
other comprehensive income REZeREE 229,700 192,436
Financial assets at fair value through AR EENEEREEY
profit or loss TREE 4 112
Long term trade receivables REEWE 5508 15 414 764
Deposits, prepayments and other receivables ®e - BNFEREMERIE 804,302 770,140
Pledged and restricted bank deposits B RZREIRITER 2,744,233 3,755,612
25,773,585 18,760,235
Current assets MEEE
Inventories =& 11,902,707 14,359,683
Financial assets at fair value through BARBERNERREE
profit or loss TREE 5,472 82,481
Trade receivables JEWE 5708 15 463,962 538,800
Deposits, prepayments and other receivables e BAFIEREM BRI 3,424,985 2,923,593
Amounts due from associates JRE iz Bse 5/ B 5RIE 21,663 15,129
Amounts due from joint ventures fEl & E B FEFRIE 98 2327
Amounts due from related parties JEW BEE 7 A 25(b) 273,155 2,004
Pledged and restricted bank deposits B R E R IRITIER 9,437,254 3,207,363
Cash and cash equivalents ReRERREEER 726,288 1,334,598

26,255,584
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CONDENSED CONSOLIDATED STATEMENT OF fHHAE S M BIR IR R ()
FINANCIAL POSITION (Continued)
As at 30 June 2019 R 2019F 6 A30H
30 June
2019
20194
6 H30H
HK$'000
THART
(Unaudited)
(REEEZ)
ASSETS AND LIABILITIES BEREE
Current liabilities nEBaE
Trade payables JERE 5508 16 2,570,475 1,894,306
Other payables and accruals HENRIEREALER 1,856,887 2,123,644
Contract liabilities EREE 6(a) 8,874,231 4,337,189
Provision for tax IR 4,554,865 4,844,022
Amount due to a director R—BEZFHA 22,144 65,132
Amounts due to associates REEE N TIRIE 5,695 5492
Amounts due to related parties R E8E 7 I8 25(b) 125,833 178,959
Other employee benefits HibE B EF 20,435 16923
Bank and other borrowings FITREMEE 17 13,742,504 6,805,091
Finance lease liabilities REHEAE - 42,078
Lease liabilities HESE 18 351,633 -
Convertible and exchangeable bonds AT AR 2 A X E 19 = 1,150,721
Financial liability at fair value BARBENERREEZ
through profit or loss TREE 19 - 21476
32,124,702 21,485,033
Net current (liabilities)/assets #E (BfF) [EEFE (5:869,118) 980,945
Total assets less current liabilities BEEABERRBEE 19,904,467 19,741,180
Non-current liabilities FREBaE
Long term trade payables EHEME 5K 16 285 409
Other employee benefits Hig8&7F 27,247 27,260
Bank and other borrowings B REMEE 17 6,476,351 11913914
Finance lease liabilities BEHREEE - 48,012
Lease liabilities HEaRE 18 5,682,266 -
Provision for warranty (RIS 3,580 3,886
Financial liability at fair value through BARBENERREE
profit or loss TREE 3,360 5435
Deferred tax liabilities EIEFIEEE 1,521,153 786,925
13,714,242 12,785,841
Net assets EERE 6,190,225 6,955,339
EQUITY &
Share capital R 20 686,455 686,455
Reserves i 4,919,767 5,513,308
Equity attributable to the Company’s owners AATHEEAELES 5,606,222 6,199,763
Non-controlling interests FERES 584,003 755,576
Total equity EREE 6,190,225 6,955,339
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OF CASH FLOWS

For the six months ended 30 June 2019

HE2019F6 A30H1IEEA
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2019
HK$'000
FET
(Unaudited)
(REER)
Cash flows from operating activities REFHRERE
Net cash generated from operating activities M TB TR H & F R 5,618,478 981,695
Cash flows from investing activities RETH2HERE
Payments to acquire intangible assets BERTEE N (1,329) (31,993)
Payments to acquire property, plant and equipment BEEREREESEI 2 DE - BEX
other than right-of-use assets B AN (253,016) (387,041)
Payments to acquire financial assets at BERAABENEREREZ SR
fair value through profit or loss BE AR - (2,015)
Payments to acquire financial assets at BERARBENEMEEWREE
fair value through other comprehensive income ZEMEBEE NN - (1,689)
Proceeds from sales of financial assets at HERAABENERREE 2 2/
fair value through profit or loss BEMEBHE 92,731 105,051
Net cash outflow arising from acquisition BENBAREREE Y
of interests in subsidiaries Re Mt FE - (4,393)
Increase in long term deposits, other receivables KBRS - HbEERIE R EK
and amounts due from related parties A 5 ZRIEE N (29,433) (360,820)
Increase in pledged and restricted bank deposits 2K [z 52 R #14R 1T 2 238 hn (5,315,291) (1,188,298)
Interest received B2 UHE 66,798 52,955
Payments of guarantee deposits AR BRE (4,439) =
Proceeds from disposal of property, BEWE  BENEE
plant and equipment Fri5 5078 34,734 406
Proceeds from disposal of non-current assets RERIEHEZIERBEE
held-for-sale Fri8 5008 = 36,728
Net cash used in investing activities KA TB T B2 5 (5,409,245) (1,781,109)
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CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS (Continued)

For the six months ended 30 June 2019

HE2019F6 A30 B 1IE/NAA

A& S HSR B WE )

2019
HK$’000
FET
(Unaudited)
(REBEZ)
Cash flows from financing activities RMETBHRESRE
Proceeds from bank and other borrowings SRIT R EMEEFTERIE 2,441,707 3,290,283
Repayments of bank and other borrowings BEERTREMEE (2,152,694) (2,912,361)
Repayments of capital element of finance EEREHERERSE D
lease liabilities - (31,071)
Repayments of interest element of finance EEREHEAGENEHS
lease liabilities - (4,776)
Repayments of capital element of lease liabilities ~ EEREEERL I H (165,491) -
Repayments of interest element of lease liabilities ~ {EEFE & EF 225 (258,862) -
Interest paid ERFE (614,912) (778,922)
Repayment to a director M—RBEEFENR (43,730) (2,601)
Payments to acquire non-controlling interests FUEEHE A R SR R 3
of subsidiaries - (4,652)
Net cash used in financing activities BETE TS FEE (793,982) (444,100)
Net decrease in cash and cash equivalents B4 RERIRSER A FERE (584,749) (1,243,514)
Cash and cash equivalents at 1 January MTA1TBZReRERBEIER 1,334,598 4,397,710
Effect of foreign exchange rate changes, INESE R BB FTIFIR S 2 R
on cash held (23,561) (42,676)
Cash and cash equivalents at 30 June R6A30HZHERERREIER 726,288 3,111,520
Analysis of the balances of cash and RERERRSHEBERDN
cash equivalents
Cash at banks and in hand RITREFRS 726,288 3,111,520




Interim Report 2019
“E-AFE PHRE

CONDENSED CONSOLIDATED STATEMENT OF A& A RERs B 3R
CHANGES IN EQUITY

For the six months ended 30 June 2019 HZE2019F6 A3081E5EA

Equity attributable to the Company’s owners

RATRAARGRE

Share-

based Non-
Share Share Capital General FVOCl  payments  Exchange Retained controlling Total
capital  premium reserve reserve reserve reserve reserve profits interests equity

ROARE

HEMAE

YHERE Whf
Bx  BfteE  EABE  -REE 0 BB XfEE  EXEE  REE I HERER
(note 20)
(Kz20)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thn Thn T T Thn Thn Thn Thn T

At January 2019 (audited) Ha019%1 518 (£5H) 686455 1 28804 202454 3,25 178 1818 M1 6199763 5576 6955339
Fffecton adoption of RhEREEREEY

HAFRS 16 note3) F652 T2 (M) - - - - - - - (604006 (604,006) (2438)  (686,444)
At1 January 2019 frestated) Han9F1 718 (8ER) 686455 1M 2880 00454 3,256 178 18128 21331 5595757 61318 626889
Profitforthe period Biid - - - - - - - 90956 90956 (81,703) 9253
Other comprehensiveincome £t 2EHE - - - - 31,267 - (15,857) - 0410 (1432) 13978

Total omprehensiveincome A ERIRAE

for the period - - - - 37,261 - (15,857) 90,956 112,366 (89,135) 331
Trndlerto generl eserve BA-Ris - - - 704 - - s (708) 5 = s
S based payment expense HWRARHZER - - - - - 1,067 - - 1,067 = 1,067
Didendseltingto 018 note 10~ 20182 K8 (A&t 10) - - - - - - - (102968)  (102968) - (102968)

At30June 2019 (unaudited) R1956A30A (KESH) 686455 N 2M800 203,158 40,523 1,45 10271 214515 560620 584003 6,190,225
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN E,QUITY (Continued)

For the six months ended 30 June 2019

flRH &R S RE R SR B 2% (20

HE2019F6 A30 B 1IEAEA

At T January 2018 (audited) 01851 A1A () 686455 %3911 156438 184034 (1,580) 756668 1776688 593278 105200 6,984,778
Proftfor the period S - - - - - = Y 13163 97601
Other comprehensive income H2EhE - - - - 16117 (12561) - (196.444) (14483) (210927)
Tota comprehersive ncome BRAENAEE

forthe perod - - - - 16117 (12.561) 084438 787904 (1320 786,674
Acquistion of non-contoling WERBAR 2 RES

Interests in subsidiaries - - (339) - - - - (335) (431 (465)
Aquistonofanon-shalyomned — WE-TE2EHEAA

subsidiary - - - - - - - - 1801 2801
Diidends tonon-contoling imerest—~ W—-FMBARIERIER

of asubsiday fftzhe - - - - - - - - B )
Diidends elating to 2017 (ote 1) 017 2R (B 10) - = . = - Sy () - (1578
At30 June 2018 (unaudited) RsEs AN A (REEH) 086455 965911 1564247 184034 14537 544107 260341 6362532 1013804 1576336
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2019

T A &5 & BT 5 R B

HE2019F6 A30 B 1IENEA

GENERAL INFORMATION 1. —fEEr

Nan Hai Corporation Limited (the “Company”) is a limited liability Nan Hai Corporation Limited ( 78 /& 1% % A& IR
company incorporated in Bermuda. The address of the Company's AR ([ARBD R EREIMKI 2B
registered office is, as at the date hereof, Victoria Place, 5th Floor, 31 REEQR - RAMERH  KAOFZ5E
Victoria Street, Hamilton HM10, Bermuda, and its principal place of fift #% == & H#b 3 A Victoria Place, 5th Floor, 31
business is 12/F., The Octagon, No. 6 Sha Tsui Road, Tsuen Wan, New Victoria Street, Hamilton HM10, Bermuda * E 3
Territories, Hong Kong. The Company’s shares are listed on the Main BB ARETATREE YD IHE6H
Board of The Stock Exchange of Hong Kong Limited (the “Hong Kong SERIRBPLI2E - KRR R E B
Stock Exchange”). ERGMBRATR(EBBRM]) R E

7 o

The Company and its subsidiaries (the “Group”) are principally engaged AR REKBAR([AERE]) EBRE
in culture and media services, property development, enterprise cloud YALERERERYE  EHERZ  OEER
services, news media business and innovative business. B EEBRESRAIERE -

BASIS OF PREPARATION 2. Al ELE

These condensed consolidated interim financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34,
Interim Financial Reporting ("HKAS 34"), issued by the Hong Kong
Institute of Certified Public Accountants (‘HKICPA") and the applicable
disclosure provisions of Main Board Listing 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 by the board of directors (the “Board”) on 29 August
2019.

These condensed consolidated interim financial statements have been
prepared with the same accounting policies adopted in the 2018 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 2019. This is the first set of the Group's financial
statements in which HKFRS 16, Leases ("HKFRS 16"), has been adopted.
Details of any changes in accounting policies are set out in note 3.
Except for the adoption of HKFRS 16, the adoption of other new or
amended Hong Kong Financial Reporting Standards (“HKFRSs") have no
material effect on these condensed consolidated interim financial
statements. The Group has not early adopted any new or amended
HKFRSs that has been issued but not yet effective in the current
accounting period.

The preparation of these condensed consolidated interim financial
statements in compliance with HKAS 34 requires the use of certain
judgements, estimates and assumptions that affect the application of
policies and the reported amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results may differ from these
estimates. The areas where significant judgements and estimates have
been made in preparing the condensed consolidated interim financial
statements and their effect are disclosed in note 4.

I EMPRE R BRRDIBRESSS
AEAg((EEGMAE)EH2ER
GRTERIE M [P BHRE | ([BEg
FHERIE M) REBBERZFARA
AIERFHF EMARBN( EmAR D Z@EA
BRATEXHRE - WEHBALRE B
MRV 2019FsA 0B EEES([ES
oEREREE-

It E AR S P B SR B R R L2018
FEEUBRERAEMNZ BRI ST BER R
8. ERBIER2019%F1 A1 B2 BHA
ZHBERER AR REERE
SRR - WHAEBE—ERNEBHY
BRELERE 1655 [RE| ([BEUBRE
ERFE 165 ) FREZ HBEHRE - FAS5T
PR BB 2 B IR IS o BREENE S
MEREERE 16575 FAEMFTF] K
KIS B AMBEREEN((EBUBHRE
YR ]) E 1t SRR S R E B IR R I
BAXME - RASH R AEEWER
B ENE ] B AR 18 AR AR 5T B AE
BRI B AN RS 2R -

BT ABR G ERIE 4R 2 L FEHA
RATHYBHRRAFHEFERRER
UEFRETEERAR  BARFAXZE
BB ETHE B RER - BERE
RAILEZF AT A TR - REHALK
& P EARE 75 R 5 R AR th E KA R (s 5t
MIEE REZENHE4 P IE -
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Nan Hai Corporation Limited
BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

2.

BASIS OF PREPARATION (Continued)

These condensed consolidated interim financial statements are
presented in Hong Kong Dollars ("HKS”), unless otherwise stated. These
condensed consolidated interim financial statements contain condensed
consolidated financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that are
significant to an understanding of the changes in financial position and
performance of the Group since the 2018 annual financial statements.
These condensed consolidated interim financial statements and notes
do not include all of the information required for a complete set of
financial statements prepared in accordance with HKFRSs and should be
read in conjunction with the 2018 annual financial statements.

These condensed consolidated interim financial statements have been
prepared on a going concern basis which assumes the realisation of
assets and satisfaction of liabilities in the ordinary course of business
notwithstanding that the Group had net current liabilities of
approximately HK$5,869,118,000 as at 30 June 2019 (31 December 2018:
net current assets of approximately HK$980,945,000). The Board of the
Company considers that the Group will have sufficient resources to
satisfy its future working capital and other financing requirements in the
foreseeable future based on the followings: (i) the Board considers that
the Group will be able to generate positive cash flows from operation
within the next twelve months; and (i) with certain right-of-use assets,
buildings, other property, plant and equipment, properties under
development and completed properties held for sale, investment
properties and pledged bank deposits amounting to approximately
HK$14,383,923,000 (31 December 2018: HK$11,997,194,000) being
pledged for existing credit facilities, the Board believes that the Group
will be able to renew or replace the existing facilities upon expiry.

In view of above, the Board is of the opinion that the Group will have
sufficient financial resources to satisfy its future working capital and
other financing requirements for at least the next twelve months from
the reporting date. Accordingly, these condensed consolidated interim
financial statements have been prepared on a going concern basis.

FET AR &R o SO 5 R B )

HE2019F6 A30 B 1IE/NAA

2.

A B ELHE )

BREEEPEN  LEMPERE R HIE
HwMETAB T (BT 27 - ILE /AR
AEFHRYBHREEEERGEETHRER
BESRPNTE - ZEMTREHERASE
B 8 2018 5F 5[5 B 15 W 2k T35 LA SR B 75 iK
MEEESEYMEBEAZEHRR SN
B9 o WWERGRAAR S P B IR R KM s
TEREREBEESMBREEARUEEY
BREMTZABER  TEEASHE
2018 FF B HEIRET —HHBIE -

BREAEENR2019F6 A0BERSE
& F 58 495,869,118,0007 7T (2018 4 12 A 31
H : RB)E EF{E#)980,945000/87T) @
I EERGRE P M RREIRFELE
RS BRI NRESEBBERFTE
REEREZEBE ARRESTZTENMU
TEERBAEBRBRETABRAERR
ERmERERKEEES REMBMETRR -
WEEERAELEBEBERRTZE@ANR
EREEBRELTITRESRE RGBS
= B 7 & K 18 (B 8 4914,383,923,00078 7T
(2018412 A31H : 11,997,194,0007 7T ) Z
AETEAEEE BF HUWmE  BE

B BERPMERETBFRGEDE
WEMEURDEBRITER  WESS
HERNEER N S8 RIAER
>§ °

EREXF - EF2R/AKEKER
ARMBERBRHEAHRE B MEF AR
ROTHAZARREEES REMBE
FoR o FHItL - U FHRAGA RIS ®RER
ERBEREEERS -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continved)

For the six months ended 30 June 2019

3.

CHANGES IN HKFRSs

The HKICPA has issued a number of new or amended HKFRSs that are

first effective for the current accounting period of the Group:

HKFRS 16

HK(FRIC)-Int 23

Amendments to HKFRS 9

Amendments to HKAS 19

Amendments to HKAS 28

Annual Improvements to HKFRSs
2015-2017 Cycle

Annual Improvements to HKFRSs
2015-2017 Cycle

Annual Improvements to HKFRSs
2015-2017 Cycle

Annual Improvements to HKFRSs
2015-2017 Cycle

The impact of the adoption of HKFRS 16 has been summarised below.
The other new or amended HKFRSs that are effective from 1 January
2019 did not have any material impact on the Group’s accounting

policies.

Leases

Uncertainty over Income Tax
Treatments

Prepayment Features with
Negative Compensation

Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates
and Joint Ventures

Amendments to HKFRS 3,
Business Combinations

Amendments to HKFRS 11,
Joint Arrangements

Amendments to HKAS 12,
Income Taxes

Amendments to HKAS 23,
Borrowing Costs
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£193k 2 5]
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Nan Hai Corporation Limited
BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSS (Continued)

(i

Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in accounting treatment for
lease accounting, primarily for accounting for lessees. It replaces
HKAS 17, Leases (“HKAS 17”), HK(FRIC)-Int 4, Determining whether
an Arrangement contains a Lease ("HK(IFRIC)-Int 4”), HK(SIO)-Int 15,
Operating Leases — Incentives, and HK(SIC)-Int 27, Evaluating the
Substance of Transactions Involving the Legal Form of a Lease.
From a lessee’s perspective, almost all leases are recognised in the
statement of financial position as right-of-use assets and lease
liabilities, with the narrow exception to this principle for leases
which the underlying assets are of low-value or are determined as
short-term leases. From a lessor's perspective, the accounting
treatment is substantially unchanged from HKAS 17. For details of
HKFRS 16 regarding its new definition of a lease, its impact on the
Group's accounting policies and the transition method adopted
by the Group as allowed under HKFRS 16, please refer to section (ii)
to (v) of this note.

The Group has applied HKFRS 16 using the cumulative effect
approach and recognised all the cumulative effect of initially
applying HKFRS 16 as an adjustment to the opening balance of
retained profits and non-controlling interests at the date of initial
application. The comparative information presented in 2018 has
not been restated and continues to be reported under HKAS 17
and related interpretations as allowed by the transition provision
in HKFRS 16.
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSs (Continued)
Impact of the adoption of HKFRS 16 (Continued)

0]

The following tables summarised the impact of transition to HKFRS

16 on the condensed consolidated statement of financial position
as of 31 December 2018 to that of 1 January 2019 (increase/

(decrease)):

Impact on the condensed consolidated statement of
financial position as at 1 January 2019
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HK$’000
TExT

(Unaudited)
(REER)

R 20191 A1 B2 8RES
Bk R Rk 2 &

Non-current assets FRBEE

Property, plant and equipment — right-of-use assets ¥ « IR R E — FRELE 5,025,820

Property, plant and equipment — equipment M R NREE — RE (141,189)

Prepaid land lease payments under operating leases /@& fAE | Y FaM TS B (22,860)

Deferred tax assets FERTEEE 228,815
5,090,586

Current assets REEE

Deposits, prepayments and other receivables %4 - FENFIE R E A E IR (42,244)

(42,244)

Current liabilities FEEE

Other payables and accruals Hu e B R EEHE (197,319)

Lease liabilities HEAGE 334,277

Finance lease liabilities BEEEARE (42,078)

94,880

Non-current liabilities ERBERE

Lease liabilities HERE 5,687,918

Finance lease liabilities MmEHEEaE (48,012)
5,639,906

Net assets BEERE (686,444)

Equity R

Retained profits {REB S5 F) (604,006)

Non-controlling interests JEPEAR RS (82,438)

(686,444)




Nan Hai Corporation Limited
BEERERAF
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

fi& e
HZE 201945

3. CHANGES IN HKFRSS (Continued)

(i) Impactof the adoption of HKFRS 16 (Continued) (i)
The following reconciliation explains how the operating lease
commitments disclosed by applying HKAS 17 as at 31 December

2018 could be reconciled to the lease liabilities at the date of

initial application of HKFRS 16 recognised in the condensed
consolidated statement of financial position as at 1 January 2019:

Reconciliation of operating lease commitments to lease liabilities:

Operating lease commitments as at

3. HisM g

A A B EIR R I )

6 A30 8 1E/NEA

&4

AR

L) IE))
BRAEEMEREENE 1658
weE)

AT HERMER2018F12A31HE
BEAGHENFIVRBEE LKL
AEAENFER2019F1A 182
IRRAR A WISk R P ERRE X
FEREBMBHRELERFE 169 B H
Z2HEaBEETHE

e

REHEAERBERGZ YR

HK$’000
TRERT

R2018F 12 B31 B Z &L THEHAIE

31 December 2018 (audited) (L EZ) 13,363,397

Less: Short term leases for which lease terms end B ERR2019F12A31HA

within 31 December 2019 HEREHHEE (174,386)
Less: Lease contracted for but not yet commencedon & : BRI AMBE AR 201981 A1H

1 January 2019 iz HE (3,718,049)
Less: Future interest expenses L AREF BT (3,635,619)
Add: Leases included in extension option which the mn: st ARNEBREEERETE

Group considers reasonably certain to exercise JEEEEECTHE 96,762
Add: Finance lease liabilities as at 31 December 2018 M:R2018F 1283 AZHERERE 90,090
Total lease liabilities as at 1 January 2019 (unaudited) R2019F 1 1Az HEaERECRESER) 6,022,195

The lessee’s weighted average incremental borrowing rates
applied to calculate lease liabilities in the condensed consolidated
statement of financial position as at 1 January 2019 are ranged
from 5.16% to 11.34%.

20191 A1 B 28RS B ik
MBMEANGTEHEBBEMEAREA
MmEFHESEENEHEEN T
5.16% = 11.34% ©

A=
=]



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continved)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSs (Continued)

(ii)

The new definition of a lease

Under HKFRS 16, a lease is defined as a contract, or part of a
contract, that conveys the right to use an asset (the underlying
asset) for a period of time in exchange for consideration. A
contract conveys the right to control the use of an identified asset
for a period of time when the customer, throughout the period of
use, has both: (a) the right to obtain substantially all of the
economic benefits from use of the identified asset; and (b) the
right to direct the use of the identified asset.

For a contract that contains a lease component and one or more
additional lease or non-lease components, a lessee shall allocate
the consideration in the contract to each lease component on the
basis of the relative stand-alone price of the lease component and
the aggregate stand-alone price of the non-lease components,
unless the lessee apply the practical expedient which allows the
lessee to elect, by class of underlying asset, not to separate non-
lease components from lease components, and instead, account
for each lease component and any associated non-lease
components as a single lease component.

The Group has elected not to separate non-lease components and
account for all each lease component and any associated non-
lease components as a single lease component for all leases.
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Nan Hai Corporation Limited
BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019
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3. FUITS R o)
(i) FHREANEHER

3. CHANGES IN HKFRSS (Continued)

(iii) Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease as an operating
lease or a finance lease based on the extent to which risks and
rewards incidental to ownership of a lease asset lie with the lessor
or the lessee. If a lease is determined as an operating lease, the
lessee would recognise the lease payments under the operating
lease as an expense over the lease term. The asset under the lease
would not be recognised in the statement of financial position of
the lessee.

Under HKFRS 16, all leases (irrespective of they are operating
leases or finance leases) are required to be capitalised in the
statement of financial position as right-of-use assets and lease
liabilities, but HKFRS 16 provides accounting policy choices for an
entity to choose not to capitalise (i) leases which are short-term
leases and/or (i) leases for which the underlying asset is of low-
value. The Group has elected not to recognise right-of-use assets
and lease liabilities for low-value assets and leases for which at the
commencement date have a lease term less than 12 months. The
lease payments associated with those leases have been expensed
on straight-line basis over the lease term.

The Group recognised a right-of-use asset and a lease liability at
the commencement date of a lease.
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NOTES TO THE CONDENSED CONSOLIDATED fE &R A P HA B R b 5t )

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019 HZE2019F6 A3081E5EA

3. FUI TS RS o)
(i) EBEREAHEHEE (2

3. CHANGES IN HKFRSs (Continued)

(iii) Accounting as a lessee (Continued)

Right-of-use asset

The right-of-use asset should be recognised at cost and would
comprise: (i) the amount of the initial measurement of the lease
liability (see below for the accounting policy to account for lease
liability); (ii) any lease payments made at or before the
commencement date, less any lease incentives received; (iii) any
initial direct costs incurred by the lessee; and (iv) an estimate of
costs to be incurred by the lessee in dismantling and removing
the underlying asset to the condition required by the terms and
conditions of the lease, unless those costs are incurred to produce
inventories. Except for right-of-use asset that meets the definition
of an investment property or a class of property, plant and
equipment to which the Group applies the revaluation model, the
Group measures the right-of-use assets by applying a cost model.
Under the cost model, the Group measures the right-of-use assets
at cost, less any accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of lease liability. For
right-of-use asset that meets the definition of an investment
property, they are carried at fair value and for right-of-use asset
that meets the definition of a leasehold land and buildings held
for own use, they are carried at depreciated cost. The right-of-use
assets are depreciated on a straight-line basis over the shorter of
their estimated useful lives or the lease terms.

For the Group, leasehold land and buildings that were held to earn
rental or for capital appreciation purpose would continue to be
accounted for under HKAS 40 and would be carried at fair value.
The adoption of HKFRS 16 therefore does not have any material
impact on these right-of-use assets. Other than the above right-of-
use assets, the Group also has leased a number of properties
under tenancy agreements which the Group exercises its
judgement and determines that it is a separate class of asset apart
from the leasehold land and buildings which is held for own use.
As a result, the right-of-use assets arising from the properties
under tenancy agreements are carried at depreciated cost.
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Nan Hai Corporation Limited
BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019
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i) EBREANRHEE(2)

3. CHANGES IN HKFRSS (Continued)

(iii) Accounting as a lessee (Continued)

Lease liability

The lease liability should be recognised at the present value of the
lease payments that are not paid at the date of commencement
of the lease. The lease payments shall be discounted using the
interest rate implicit in the lease, if that rate can be readily
determined. If that rate cannot be readily determined, the Group
shall use the lessee’s incremental borrowing rate.

The following payments for the right to use the underlying asset
during the lease term that are not paid at the commencement
date of the lease are considered to be lease payments: (i) fixed
payments less any lease incentives receivable; (i) variable lease
payments that depend on an index or a rate, initially measured
using the index or rate as at commencement date; (iii) amounts
expected to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase option if the lessee
is reasonably certain to exercise that option; and (v) payments of
penalties for terminating the lease, if the lease term reflects the
lessee exercising an option to terminate the lease.

Subsequent to the commencement date, a lessee shall measure
the lease liability by: (i) increasing the carrying amount to reflect
interest on the lease liability; (i) reducing the carrying amount to
reflect the lease payments made; and (iii) remeasuring the carrying
amount to reflect any reassessment or lease modifications, e.g. a
change in future lease payments arising from change in an index
or rate, a change in the lease term, a change in the in-substance
fixed lease payments or a change in assessment to purchase the

underlying asset.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continved)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSs (Continued)

(iv) Accounting as a lessor

(v)

The Group has leased out its investment properties to a number
of tenants. As the accounting under HKFRS 16 for a lessor is
substantially unchanged from the requirements under HKAS 17,
the adoption of HKFRS 16 does not have material impact on these
condensed consolidated interim financial statements.

Transition

As mentioned above, the Group has applied HKFRS 16 using the
cumulative effect approach and recognised all the cumulative
effects of initially applying HKFRS 16 as an adjustment to the
opening balance of retained profits and non-controlling interests
at the date of initial application (1 January 2019). The comparative
information presented in 2018 has not been restated and
continues to be reported under HKAS 17 and related
interpretations as allowed by the transition provision in HKFRS 16.

The Group has recognised the lease liabilities at the date of 1
January 2019 for leases previously classified as operating leases by
applying HKAS 17 and measured those lease liabilities at the
present value of the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as at 1 January 2019.

The Group has elected to recognise all the right-of-use assets at 1
January 2019 for leases previously classified as operating leases
under HKAS 17 on a lease-by-lease basis, to measure at either: (i)
as if HKFRS 16 had been applied since the commencement date,
but discounted using the lessee’s incremental borrowing rate at
the date of initial application; and (i) equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease payments
relating to that lease recognised in the statement of financial
position immediately before the date of initial application. For all
these right-of-use assets, the Group has applied HKAS 36,
Impairment of Assets, at 1 January 2019 to assess if there was any
impairment as on that date.
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Nan Hai Corporation Limited
BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSS (Continued)

(v)

Transition (Continued)

The Group has also applied the following practical expedients: (i)
applied a single discount rate to a portfolio of leases with
reasonably similar characteristics; (ii) applied the exemption of not
to recognise right-of-use assets and lease liabilities for leases with
term that will end within 12 months of the date of initial
application (1 January 2019) and accounted for those leases as
short-term leases; (iii) exclude the initial direct costs from the
measurement of the right-of-use assets at 1 January 2019; and (iv)
used hindsight in determining the lease terms if the contracts
contain options to extend or terminate the leases.

In addition, the Group has also applied the practical expedients
such that: (i) HKFRS 16 is applied to all of the Group's lease
contracts that were previously identified as leases by applying
HKAS 17 and HK(IFRIC)-Int 4; and (ii) not to apply HKFRS 16 to
contracts that were not previously identified as containing a lease
under HKAS 17 and HK(IFRIO)-Int 4.

The Group has also leased certain projection equipment which
previously were classified as finance leases under HKAS 17. As the
Group has elected to adopt the cumulative effect method over
the adoption of HKFRS 16, for those finance leases under HKAS 17,
the right-of-use assets and the corresponding lease liabilities at 1
January 2019 were the carrying amount of the lease assets and
lease liabilities under HKAS 17 immediately before that date. For
those leases, the Group has accounted for the right-of-use assets
and the lease liabilities by applying HKFRS 16 from 1 January 2019.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continved)

For the six months ended 30 June 2019

4.

USE OF JUDGEMENTS AND ESTIMATES

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 2018, except for
new significant judgements and key sources of estimation uncertainty
related to the application of HKFRS 16 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)  News media business*

(e)  Innovative business

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.

* Despite operating in the novel form of internet, the core value of this segment
is news media communication. Therefore, the name of the segment was
amended from “Internet lifestyle platform” to “News media business” to reflect
its commercial substance.
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Nan Hai Corporation Limited
BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

5.

SEGMENT INFORMATION (continued)

Inter-segment transactions are priced with reference to prices charged
to external parties for similar order. Certain corporate income 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.

As further explained in note 3(v), the Group has adopted cumulative
effect approach on the adoption of HKFRS 16. As a result, right-of-use
assets and lease liabilities under HKFRS 16 have been recognised but
comparative information is not restated.

The segment results for the six months ended 30 June 2019 and 30 June
2018 are as follows:

A %R & Hh A A 5 R R M T )

HE2019F6 A30 B 1IE/NAA

5.

R E R )

SRR 5 2 72 B T2 E BT E 5N
AU Z (B8 o BT EWA R BT
EHRMEELHH  REAEFOELEE
BB REE TS BRAFER LSS
BRTHER -

BANHIEE 3 E— AT - ANEE RIS
BEMBREENF 1 RBERARAT
8% [t BEMBREEAF 165818
TZEAREENHERBECEER
HEEMLRET -

H =2019F6 A308 &2018F 6 A30H Lt
NERZ D EBEEIT

For the six months ended 30 June 2019 (Unaudited)
BZ2201956 A30 AL AR (REEH)

Enterprise Property  Cultureand  Newsmedia Innovative All other
dloudservices  development media services business business segments Total
i 4 BiE pelé: il it}
£ S BREH 3 L EGES Hbn 3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TER TER TER : T TER
Revenue ity
From exteral customers KegiER 469332 2532919 2356817 39,884 16,472 42502 5607886
From inter-segments REAHA 3,940 - - - - 9324 13,264
Reportable and all other segments 7 2B R frEEMH2H
revenue Wi 473,272 2,532919 2,356,817 39,844 166,472 51,826 5,621,150
Reportable and all other segments 7 2B R FrEEMHSH
(loss)/profit beforeincome tax ~ FrSHi A1 (548) /%7 (45,655) 2,387,743 (451,085) (209,079) (185,136) 11,769 1,508,557
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NOTES TO THE CONDENSED CONSOLIDATED fE R &% & P HAA i R b5t o)
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019 HE2019F6 308 1E5EA

5. SEGMENT INFORMATION (Continued) 5. k&R )

Revenue e
From external customers REHIEP 503,883 5106057 2691571 20916 288473 21755 8,635,055
From inter-segments PEREE 4633 - 28995 81461 7634 10446 133,169

Repartable and all other segments A2 BRAALMAH
fevenue Wi 508516 5,106,057 2,720,566 102377 29,107 35201 8,768,824

Reportable and all other seqments A2 BRFAEM A
losglpoltbeloe et FERAER),/4H) @5 3 W (WS e e 264
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NOTES TO THE CONDENSED CONSOLIDATED fHAAE & P HAM B R 5 )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F 6 A30H 1L~ A
5. SEGMENT INFORMATION (Continued) 5. JrERE R
Revenue is disaggregated by primary geographical markets and timing W 2518 £ B[R T 5 KM U S iR R S 0 B
of revenue recognition as follows: ST -

For the six months ended 30 June 2019 (Unaudited)
BZ201956A30 AL MEA (REER)
Enterprise Property  Cultureand  Newsmedia Innovative All other
dloudservices  development media services business business segments Total

3 FHE xR HEEE 5
2k LES % #EmR Hfad it
HKS'000 HKS'000 HKS$'000 HK$'000 HK$'000 HK$'000 HKS'000
T#R T#n TEn TEn TEn TEn T#r

Primary geographical markets ~ FEBEHS

Mainland China eI 469,231 2532919 2,356,816 - 13,854 42,502 5,415,322
Hong Kong BE 101 - 1 39,844 11,59 - 51,540
North America pIFS - - - - 89,386 - 89,386
Europe BN - - - - 30,823 - 30,823
Australa 2N - - - - 7921 = 7921
Others it - - - - 12,894 - 12,894
Total st 469332 2532919 2,356,817 39,844 166,472 4502 5,607,886

Timing of revenuerecognition ~ WEBABE

Atapointin time HNE-EEY 10369 2532919 259,093 395 160278 - 305638
Transfered over time BEEER 365,633 - 2007724 39,449 6,194 0502 2551502

Total it 469,332 2,532,919 2,356,817 39,844 166,472 42,502 5,607,886
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NOTES TO THE CONDENSED CONSOLIDATED fE R &% & P HAA i R b5t o)
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019 HE2019F6 308 1E5EA

5. SEGMENT INFORMATION (Continued) 5. k&R )

Primary geographical markets IZHETE

Mainland China REM 503,863 5,106,057 2691571 - 4252 24755 8330498
Hong Kong B 0 - - 20685 40805 - 61510
North America IE - - - pE| 133303 - 133534
Furope B - - < r 50554 = 50554
Australia bl - - = = 29374 = 29374
Others Eth - - - - 30,185 = 30,185
Total @ 503,883 5106057 2691571 2916 288473 24755 8,635,055
Timing of revenue recognition et S

Atapointin time RE-HBEE 154005 5106057 31359 489 2188473 - 586623
Transferred over time RERED 349878 = 2377972 20427 = U755 2773032

Total 3t 503883 5106057 2691571 20916 288473 275 8635655
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NOTES TO THE CONDENSED CONSOLIDATED A4S TP HABA B R b 5 )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F6 A30H1L~EA
5. SEGMENT INFORMATION (Continued) 5. JrERE R )
The reportable segment assets and liabilities as at 30 June 2019 and 31 201956 A30H K& 2018512 A31B 21
December 2018 are as follows: ERHIEERABENT

As at 30 June 2019 (Unaudited)
R2019%6 A30 B (REEH)

Enterprise Property  Cultureand  Newsmedia Innovative All other

dloudservices  development media services business business segments Total

3 FHE X HEEE 5
ey LES # AEmR Hfad it
HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
T#r T#n T#n TEn TEn TR T#R

Reportable and all other A2RR AL
segments assets PHEE 560,196 30,961,274 15,885,526 79,383 1,400,111 116,702 49,003,192
Reportable and all other I2RRAELEML
segmentsliabiltes 288 (398612) (21302458  (10922189) (26383 (835209 (99,880) (33,584,691

Repartable and all other BERVE
Segments assets HHEE 502,754 25408671 10970,795 80277 1523799 355,114 38841410
Reportable and al other A2RRAAELR

segments liabilities HHEE (352229) (14765,569) (6,203916) (22539 (909853) (99.264) (22,353 366)
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NOTES TO THE CONDENSED CONSOLIDATED & BA & & ST 55 R i )

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019 HZE2019F 6 A30H LA A

5. SEGMENT INFORMATION (continued) 5. /\ﬁ g’*ll‘(ft)
The totals presented for the Group's operating segments results are NEFBRKEDMEE R 2 BZEHEAER
reconciled to the Group's key financial figures as presented in these R EGREEFHMBREZEIINZEE
condensed consolidated interim financial statements as follows: IS EFHEEWNT ¢

2019
HK$’000
FET
(Unaudited)
(REBER)
Reportable segments revenue B e 5,569,324 8,733,623
All other segments revenue BT E b 2 51,826 35,201
Elimination of inter-segment revenue 53 2B R W 25 6 3 (13,264) (133,169)
Group revenue REBE W 5,607,886 8,635,655
Reportable segments results before income tax ~ FTSFAT ] 2D 2BELE 1,496,788 2,681,174
All other segments results before income tax FriSTLRT AT A b D EP2EAE 11,769 (56,724)
Bank interest income RITABUA 4,034 32,398
Other interest income Hith R S A 25,614 900
Finance costs BhE Ak AN (159,446) (110,568)
Depreciation and amortisation e R (3,517) (2,002)
Unallocated corporate expenses AOBPERAT (50,030) (94,728)

Profit before income tax FRr 15 %1 A% F) 1,325,212 2,450,450
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Nan Hai Corporation Limited

FEEERERAXE

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

6. REVENUE AND OTHER OPERATING INCOME

(a)

Revenue

The Group's revenue represents revenue from its principal

activities as set out below:

fi A& & T HH A 5 R b 5 ()

HE2019F6 A30 B 1IE/NAA

6. Wiad ke HAMAS = A
[

AEERSERERETERE TS
A

(a)

2019
HK$'000
FET
(Unaudited)
(REBER)
Sales of properties and car parks MENEBELMIEE 2,505,781 5,048,162
Sales of decoration materials EEMPHEE 27,138 57,895
Enterprise cloud services TEZRG 469,332 503,883
Property management services YMEEIRIRTS 42,502 24,755
Film distribution services B EITHRE 470 1,508
Cinema ticketing income ZRIRA 1,833,480 2,073,604
Sales of food and beverages RmRERHE 257,892 295,087
Cinema advertising income FhREEWA 132,019 147,704
Sales and leases of projection equipment R EHERES 1,198 18512
Digital media technology services S E R RS 131,758 155,156
Publication of magazines and o i o S A
advertising income 39,844 20916
Sales of botanic-based personal EARAEREREKEREE
care and fragrance products 160,278 287,890
Innovative catering and fitness services BIZER MRS RIS 6,194 583
5,607,886 8,635,655

All the Group's revenue is derived from contracts with customers.

AEERAEREREEFAL



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

6. REVENUE AND OTHER OPERATING INCOME
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A A AP A B B AR B o o)
HZE2019F6 A30B8E~EA

6. Wk B HAAEE A o)

(Continued)
(a) Revenue (Continued) (a WaE)
The following table provides information about trade receivables TEEMEEEKESZXEREEA
and contract liabilities from contracts with customers: T AMABYER
30 June
2019
2019 F
6 H30H
HK$’000
THT
(Unaudited)
(REBER)
Trade receivables FEWE Z5kIE 464,376 539,564
Contract liabilities BHBE 8,874,231 4,337,189

The contract liabilities mainly relate to the advance consideration
received from customers. Approximately HK$2,947,548,000 of the
contract liabilities as at 31 December 2018 has been recognised as
revenue for the six months ended 30 June 2019 (six months
ended 30 June 2018: HK$1,334,000) from performance obligations
satisfied in the current period due to the changes in the estimate
stage of completion of some contract liabilities.

ERNABEZEEN A FTPIELZ BT
RE - ARBETEHEETRAIET
RREXHFTEs) - KW2018F12A318
Z A H B {E %92,947,548,00078 7T B HE
RAEEE2019F6 A30RAENEAZ
REAHHEFTERBHE T 2 WS (H
£2018F6A30H 1E7~E A 1,334,000
BIT) e
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NOTES TO THE CONDENSED CONSOLIDATED fHAAE & P HAM B R 5 )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F6 A30B8 1758 A

6. REVENUE AND OTHER OPERATING INCOME 6. U35 R BA & B0 A (&)

(Continued)
(b) Other operating income (b) HEEKRA

2019
HK$'000
FHET
(Unaudited)
(REER)
Bank interest income SRITHRBUA 59,976 98,845
Other interest income HapF B U A 26,174 17,766
Gain on fair value change on financial assets I AR EBEMEZFEIE 2 £/
at fair value through profit or loss, net BEZAABEEH 2 FE 9,375 -
Gain on disposal of property, plant and REYWE  BENMERE IS
equipment 17,367 203
Government grants YRR 25,668 41,876
Exchange gain bE H e 11,897 -
Rental income HEWA 21,797 18,091
Realised gain on trading of financial assets at R AR EENIEFIREE 2
fair value through profit or loss TREECERREE RS 6,124 22,283
Dividend income on financial assets at fair XA BENIERREIE 2
value through profit or loss REEZREWA 3,702 3,543
Sundry income HMIEUWA 103,451 100,867

285,531 303,474
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NOTES TO THE CONDENSED CONSOLIDATED fE R &% & P HAA i R b5t o)
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019 HE2019F6 308 1E5EA

7. FINANCE COSTS 7. BhERAR

2019
HK$'000
F#&T
(Unaudited)
(REBER)
Interest on bank and other borrowings RITREMEE ZFE 628,990 780,241
Interest on convertible and exchangeable bonds  A] ¥ & & ] & #a (& 35 2 ) &, 144,798 58,174
Interest on lease liabilities HEBBEZME 258,862 =
Interest on finance leases liabilities REHEBEZFE - 4776
Interest on financing component in contracts ~ EREF A AR E M ER D
with customers ZRE 81,288 96,869
Total finance costs BE K AR 1,113,938 940,060
Less: Amount capitalised to properties under W MBERERYMEERE
development* st (348,709) (417,790)
765,229 522270
* The finance costs have been capitalised at a rate of 6.06% to 7.13% (six months & BE KA TR F R606%27.13% (H =
ended 30 June 2018: 6.65% to 7.13%) per annum. 201846 A30H IE/AMEA : 6.65%Z 7.13%)

AR -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

FET AR &R o SO 5 R B )

HE2019F6 A30 B 1IE/NAA

8. PROFIT BEFORE INCOME TAX 8. FR1SHIATRLA]

Profit before income tax is arrived at after
charging/(crediting):

PR TADE R To &M/ (GEA)
THRREG -

2019

HK$’000

FTHET
(Unaudited)
(REBEX)

Amortisation of intangible assets MBI BT B E R~
other than goodwill* 79,533 65,034
Depreciation of property, plant and ME BEMRBITE —BBEE"
equipment — owned assets* 457,103 492,183
Depreciation of property, plant and M BERSETE —HEEE
equipment — leased assets* - 9,612
Depreciation of property, plant and ME BEMIETE —FHRESE*
equipment — right-of-use assets* 260,512 -
Costs of sales and services provided SHE RIRH RS 2 A 2,504,311 2,703,856
(Gain)/Loss on fair value change on financial BARBENEBREREZSREE
assets at fair value through profit or loss RREEE2H (W) HiE
— Listed equity investments — EmlRARE (9,446) 21,661
— Derivatives —HETA 71 (174)
(Gain)/Loss on fair value change on financial assets  ZA A EBEREBRERE S/EE
at fair value through profit or loss, net NABEEZS (W), EiEFE (9,375) 21,487
Gain on fair value change on financial liabilities at ~ IE AR EBENBHERIEY £7
fair value through profit or loss BEAABEES  Wa
— Derivatives —fTHETA (23,551) (29,406)
Write-off of property, plant and equipment* V¥ - BB SR s 4,806 2,691
Write-off of inventories* &g~ = 6,195
Write-off of intangible assets other than goodwill* B &N 7 £ 728 ZE il 88 - 2,789
Minimum lease payments REMERNR = 492,602
Contingent rentals gAMR = 9,563
Operating lease charges on land and buildings THREF EEHEER - 502,165
Operating lease charges on prepaid land lease* BN THHEE  KeHEBRx = 272
Interest on lease liabilities HEABEZFE 258,862 =
Short-term leases expenses EHEEMRY 43,135 =
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NOTES TO THE CONDENSED CONSOLIDATED fE R &% & P HAA i R b5t o)
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019 HE2019F6 308 1E5EA

8. PROFIT BEFORE INCOME TAX (Continved) 8. FRISHIATRLA )

2019
HK$’000
THET
(Unaudited)
(REBER)

Variable lease payments AEREENR 3,668 =
Provision for impairment of trade receivables EUNE 5B REEE = 28
Provision for impairment of deposits and e R EAMARKFIERERE

other receivables 19,369 16,344

Expected credit loss on financial assets CREEBREREER 19,369 16,372

Provision for impairment of intangible KREBIN B EERAERE
assets other than goodwill* = 1410

Provision for impairment of property, M - BE R RE R

plant and equipment* = 844

Provision for impairment of goodwill* e R ERE - 76417

Loss on disposal of property, plant and equipment* BRE ¥  WE MR 2 EHiE* 5,439 164

Gain on disposal of non-current assets held-for-sale R E#HEHE 2 IEREE E 2 Wk - (21,710

Research and development expenses*® sy kg 79,453 61,606

*

included in other operating expenses * sTAEAMA RS
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NOTES TO THE CONDENSED CONSOLIDATED fHAAE & P HAM B R 5 )
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019 HZE2019F6 A30B8 1758 A

9. INCOME TAX EXPENSE 9. PSR S

2019
HK$’000
THET
(Unaudited)
(REER)
The income tax expense comprises: FristimZ 8l
Current tax RNEATIE
— Hong Kong Profits Tax — HBBNEH
Tax charge for the period REATIIE 5,222 5,222
— The People’s Republic of China (“PRC") —HREARKEME(HE]D
Enterprise Income Tax (“EIT") EMEH ([ EMEHD
Tax charge for the period REARIIE ST 301,840 798,978
Under/(Over)-provision in respect of BEFEREETR
prior years (HBgERAE) 150 (943)
— Taxation for other jurisdictions — Hth R AR 2 Fi1E
Over-provision in respect of prior years B FEBERE = €1
— PRC Land Appreciation Tax (“LAT") — AR R E R ([ LB AR )
Tax charge for the period REABIIEZ H 354,772 828,121
661,984 1,631,347
Deferred tax IRIERIE
— Charge/(Credit) for the period — ERER (BT A) 653,975 (178,498)

1,315,959 1,452,849




NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continved)

For the six months ended 30 June 2019

0.

INCOME TAX EXPENSE (Continued)

On 21 March 2018, the Hong Kong Legislative Council passed The Inland
Revenue (Amendment) (No.7) Bill 2017 (the “Bill") which introduces the
two-tiered profits tax rates regime. The Bill was signed into law on 28
March 2018 and was gazetted on the following day. Under the two-
tiered profits tax rates regime, the first HK$2 million of profits of the
qualifying group entity is taxed at 8.25%, and profits above HK$2 million
is taxed at 16.5%. The profits of group entities not qualifying for the two-
tiered profits tax rates regime will continue to be taxed at a flat rate of
16.5%.

The directors considered the amount involved upon implementation of
the two-tiered profits tax rates is insignificant to the condensed
consolidated interim financial statements. Hong Kong Profits Tax is
calculated at 16.5% of the estimated assessable profit for both periods.

For the six months ended 30 June 2019, PRC EIT has been provided on
the estimated assessable profits of subsidiaries operating in Mainland
China at 25% (six months ended 30 June 2018: 25%), unless preferential
rates are applicable in the cities where the subsidiaries are located.

Taxation arising in other jurisdictions is calculated at the rates prevailing
in the relevant jurisdictions.

For the six months ended 30 June 2019, PRC LAT is levied at progressive
rates from 30% to 60% (six months ended 30 June 2018: 30% to 60%) on
the estimated appreciation of land value, being the proceeds of sales of
properties less deductible expenditure including cost of land use rights
and development and construction expenditure.
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F AR & & BB 5 R B e )

HE2019F6 A30 B 1IENEA

0.

FRr1SHBE B 3 )

20183 A21 B HAEMEGRIE2017
FREUEET) (B7HR)IEFER(TEHE
2]) SIARMEIFERHEGE - GHE
ER2018F3AARBRAFERTRNE
BTEER - RIEMRFFISHEHE
AEREEERE2HEBTTENGIRS25%
ZHRREE - MBBE2BBB T2 HF A
165% 2 T RET o TFRFE MBI FEH =
FIEERZ EEER ST EEIR165%
2B —FERET -

EEZRA MAFFNEHEEREBATY R
2% %E;Tﬁﬁﬁﬂ,m/\ﬂfﬂﬂﬁﬁﬂ%&i’%ﬂﬁmlT
BAR - RZMEEB  BBMEHSRMG
STERBUE N 2 165% & ©

HE219F6 A30B L/~ EA « BRIEK B
ARAFFEWNMRBEERE  TRRPEH
AREL S ZWBARE A G ER S
4% 25% (F = 201846 A 308 1L/ @ A -
25%) 2 B R AE L R B 2T R4 o

o AR A A 2 B IB IR AR AR
WIS 2 BATRI R o

HZE2019F6 308 1/ER  FE L
BER DL EAEHEE (N EY
¥MSFERANTERY 2 LiER
TERK AN DA T BB R SR PK AN) 2 T 30% &
60% (& = 2018F 6 A308 (L7~ @ A : 30%
2 60%) 2 REBERGTEHE -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

Nan Hai Corporation Limited
BEERERAF

10. DIVIDEND

No dividend was paid and declared during the six months ended 30
June 2019 (six months ended 30 June 2018: Nil).

11.

A final dividend in respect of the year ended 31 December 2018 of 0.15
HK cent per ordinary share (for the year ended 31 December 2017: 0.23
HK cent per ordinary share), amounting to a total dividend of
approximately HK$102,968,000 (six months ended 30 June 2018:
approximately HK$157,885,000) was proposed and approved at the
annual general meeting of the Company held on 30 May 2019.

EARNINGS PER SHARE

(@)

The calculation of basic earnings per share is based on the profit
for the period attributable to the owners of the Company of
approximately HK$90,956,000 (six months ended 30 June 2018:
approximately HK$984,438,000) and on 68,645,535,794 (six months
ended 30 June 2018: 68,645,535,794) ordinary shares in issue
during the period.

The calculation of diluted earnings per share is based on the profit
for the period attributable to the owners of the Company and
adjusted to reflect the interests, unrealised exchange difference
and fair value change of embedded derivatives on the convertible
and exchangeable bonds and profit or loss attributable to non-
controlling interests. The weighted average number of ordinary
shares used in the calculation is the number of ordinary shares in
issue during the period, which is the same as the basic earnings
per share calculation.

Diluted earnings per share for the six months ended 30 June 2019
and 30 June 2018 are the same as the basic earnings per share as
the convertible and exchangeable bonds outstanding during the
periods had an anti-dilutive effect on the basic earnings per share.

FET AR &R o SO 5 R B )

HE2019F6 A30 B 1IE/NAA
10. K&

11.

H 220196 A308 b~ - BEERA
HEIREMALE (B ZE 201856 A30H 1E/
A : &) -

BEEZE2018F 12431 BIEFE 2 KRHRK
BEEREBROISBNW(EZ2017F12A8
INALEFE  §REBR2IEMN) - RE
HREE #49102,968,00078 7T (B £ 2018 F 6 A 30
H1E7<E A : %9157,8850007870) B 72019
FSAARTZARARERAFASR
ERHLE -

R E A

@ ERERBFTEAQEEE AENR
B934 A1 47 90,956,000 7 7T (B & 2018
F6H30H 1E/<E A - #9984,438,000
BL)RBHREETEBRR
68,645,535,794 1% ( &k Z 20184 6 A 30
B k75 ME A ¢ 68,645,5357948%) 514 -

b) EBREERNTIRARBEE ARG
HIME AT E - WA RBR AT AR
RAZBESFZFE - REREN =
BRRARTETAZAABEED
AR IR s B (5 1B - SHEFTA
BB T RIET E R E
ARBNZ A BETEBRREE -

HZE2019%F6 A30H K& 2018%6 A30
HIEANEAZBREERFHGRE
AABFIER - TIHRERNERITEZ
AR EAIRBESETREREF
EREEE -



NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

12. PROPERTY, PLANT AND EQUIPMENT

& HA
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HE2019F6 A30 B 1IENEA

12. Y13 ~ JWibs bkt

4

A A IR R N )

During the six months ended 30 June 2019, the Group acquired
property, plant and equipment other than right-of-use assets with total
cost of approximately HK$249,910,000 (six months ended 30 June 2018:
HK$379,356,000).

During the six months ended 30 June 2019, property, plant and
equipment with net carrying amount of approximately HK$4,806,000 (six
months ended 30 June 2018: HK$2,691,000) were written off by the
Group.

As at 30 June 2019, the carrying amount of the Group's right-of-use
assets is approximately HK$4,961,617,000. During the six months ended
30 June 2019, the Group has entered into several leases for buildings and
equipment in Mainland China, Hong Kong and Singapore, and
recognised the additions to right-of-use assets amounting to
approximately HK$203,184,000 for the current period.

The carrying amounts of the Group’s right-of-use assets and the
movements during the period are as follows:

HZE2019F6 A30BIENEAR - AEE N
PR 7N 48 58 #9 249,910,000 78 7T (B £ 2018 % 6
A308 L7 A 379,356,000 7T ) BREEBR
FREEEIINZE - BB KEE -

HZE2019F6 A308IENEA - KEEM
4 BR % (B 49 4,806,0008 TL 2 W ¥ - WE
MEB(HZE2018F6A30R 1LE~EA :
2,691,000787T) °

M2019F6 A30R  AEBEFAEEEY
BRI {E 494,961,617,000/8 7T ° & = 2019%F 6
A30BILEAEA  AEBERPEAM - &
BRFNE 2 EFREBITILZMHEE -
A 7 A B ] R 5RO & 49 203,184,000 % 7T 2
FRREE -

AEEZGERAEEEREERBAE S0
bs -

Buildings Equipment Land Total
By B2 T st
HK$'000 HK$'000 HK$'000 HK$’000
FTHET FTHET THET FTHET
Carrying amount BREE
At 1 January 2019 (audited) R2019F 1 A1 H (KHEZ) = = - -
Effect on adoption of HKFRS 16 RNE AT BRE
ERIE16H 22 4,861,771 141,189 22,860 5,025,820
At 1 January 2019 (restated) 201941 A1 B (EEik) 4,861,771 141,189 22,860 5,025,820
Additions NE 59,634 143,550 - 203,184
Depreciation TE (249,200) (11,055) (257) (260,512)
Exchange differences fE N ZEE (4,322) (2,547) (6) (6,875)
At 30 June 2019 (unaudited) R2019%6 A30 H(REHEK) 4,667,883 271,137 22,597 4,961,617
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AEBERERARA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

fi A& & T HH A 5 R b 5 ()

HE2019F6 A30 B 1IE/NAA
13. K&V

13. INVESTMENT PROPERTIES

30 June
2019
20195
6 H30H
HK$’000
FET
(Unaudited)
(REER)
Fair value AREE
At 1 January R1A1H 757,669 112,448
Transfer from completed properties EENGEMESREREME
held for sale to investment properties 1,986,287 335,736
Fair value change NREEEZE 1,428,853 315,371
Exchange differences fE H =% (551) (5,886)
4,172,258 757,669

The fair value of the Group's investment properties at 30 June 2019 and
31 December 2018 have been arrived at on market value basis carried
out by an independent valuer who holds a recognised and relevant
professional qualification and has recent experience in the location and
category of the investment properties being valued.

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 on fair value change
of approximately HK$1,428,853,000 (six months ended 30 June 2018:
HK$1,053,000) and deferred tax of approximately HK$357,213,000 (six
months ended 30 June 2018: HK$263,000) have been recognised in the
profit or loss for the investment properties.

ANEE A Y E R 20194 6 A 30 B & 2018
F12ANBZARBEDBEB L HEMEZ
TEEEET  ZBULGHEMTERTE
BMEXER THITATEREMEMT
8 R FER 2 85 -

ERECDHBLYRMGEEETERN XS
ZEHEBBEBRRFELE  ETR2ERBAE
HEHERHRBZABER  BALE
BIREMEHEAZBIMFEMEESHE -

HREFZEHE  WHERBREDMER
BaBERRAABEEH ZRED
1,428,853,0007% L (# £2018F 6 A308 1t
7~ & A 11,053,000 Tt ) RO E BIE 4
357,213,000 7T (B 2 20184 6 A 30 H 1E /X
& A : 2630007 7T) °



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

14. INTANGIBLE ASSETS

For the purpose of impairment testing, the carrying amount of goodwill
is allocated to the following cash-generating units (“CGUs"):
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A% & HP A A 5 R R M o )

HE2019F6 A30 B 1IENEA

14. JEJEEE
BRAERATE - AR BEEHEET
SIRGEE BN (REEEB) -

30 June

2019

2019 F

6 H30H

HK$’000

FET

(Unaudited)

(REBFER)

Net carrying amount REEE

Property development EHE R 1,529,824 1,529,887
Innovative business — retailing BIEmE —TE 518,986 520,767
Enterprise cloud services EERS 76,855 76,883
Culture and media services — cinema business X {t ER{EFEARTE— 2Pt 15 3,208,993 3,210,430
5,334,658 5,337,967

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-year financial budgets which was
approved by management, cash flows for certain CGUs are extrapolated
using an estimated weighted average revenue growth rate of 6% to 10%
and 3% to 51% respectively (31 December 2018: 8% to 12% and 3% to
70%), 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 the 2018
annual financial statements.

As a result of the updated goodwill impairment assessments, 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 (six months ended 30 June 2018: Nil).

The recoverable amounts for the CGU of “Property development” of &
I 51 8% ¥4 55 = 5 PR A F] was determined based on value in use
calculations, covering a detailed five-year 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.

[EERY] R [ULREERS 2He
EEXBNZ KRB EREFERAEBELE
AE ERRELCEREM A AFFMA
PHBEE  ETREEABUZEERE
T35 BIAE FB 6% Z= 10% K 3% Z= 51% (2018 4
12A318 : 8%ZE12% K 3% ZE 70%) Z ff 5T
INEFH IR REELE  TEBER S
ELXBAAMSEEBZREAKBRE -

BiEEHE TR R EI - FIA R
B9 80018 F £ I SRR HEE
B -

BREERENEIELEN AARES
WS RIS EZIRS | M 3R EREARTS
ZHeELBN mERERSE(HE2018
FeH30BIENMEA : £) -

BMEREHHREEERAAZ[F
| MEEFE B2 AT HEEFE
FREETAHE - BHREA
2 AR ;
SREBDNERENEESWEMS
//wi/ﬁ,ﬁzfﬁﬂﬁiﬁﬁﬁﬁﬁﬁ%féﬁkﬁJZKﬁ%ﬁ 2
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

14. INTANGIBLE ASSETS (continued)

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

st mE (FFK)

Estimated market price (per square meter)

A %R & Hh A A 5 R R M T )

HE2019F6 A30 B 1IE/NAA

14. ML EE »)
TR ARR EMER S RE Y TEBR -

30 June
2019
2019 &
6 H30H

HK$’000
TET
(Unaudited)
(REBEZR)

RMB20,000
AR # 20,000 7T

RMB20,000
AR 20,0007C

Pre-tax discount rate BB AT AL IR &

37% 26%

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 (six months
ended 30 June 2018: Nil) was recognised in 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-year 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 71% (31 December 2018: 2% to 73%), 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 the 2018
annual financial statements.

Based on the assessment, no impairment loss of goodwill (six months
ended 30 June 2018: approximately HK$76,417,000) was recognised in
profit or loss during the period.

EETEDHEREERERALR MBI
&2 M5 EREE -

ERB B - R Em B RERE (H
£2018F 6 A30HIENEAR  &#)PIEEE

Bl
o °

[BlEmE — S8 HEeEABN 2T
EeRBBBEERAEBERATE  EFRE
KEBEMEZ \FHAYBESR - Ha
EXBEMHEMENE RS RETID A
FRH3%271%(2018F 12 A31H 1 2% &
73%) Z A EFINME T e g R R MR - 22
mEARCEEEMMCEER 2 RIPIG

BRI IS R EIN - BB H M
R E 2018 F FEVIEHRMIBEES 4
B

RIETFH  MERAHRAZEZERRARE
JEEE (I ZE2018F 6 B30 IE/NEA -
476,417,000/ 7T) °
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

15. TRADE RECEIVABLES

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

FRTRH S 5 PP SO S R BN )

HE2019F6 A30 B 1IENEA
15. FEIEE 57k H

UREZHRENERERRIE - BEE
SHRBIRBERBHEL 2RO T

30 June

2019

2019 F

6 A30H

HK$'000

THER

(Unaudited)

(RBER)
0-90 days 0£29H 235,599 331,166
91-180 days 912 180H 96,770 110,863
181-270 days 1812 270H 37,549 26,088
271-360 days 271 %360 H 30,776 22,884
Over 360 days BB 360 H 145,133 130,030
Trade receivables, gross JEWE HRIBERE 545,827 621,031
Less: Provision for impairment of trade receivables i : FEULE 5 sk IB R (E B 1 (81,451) (81,467)
Trade receivables, net W E 5 RIBF R 464,376 539,564
Less: Long term trade receivables B REFEWE ZRUA (414) (764)
Current portion of trade receivables FEWE SR IB 2 BN AR 463,962 538,800
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AEBERERARA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

fi A& & T HH A 5 R b 5 ()

HE2019F6 A30 B 1IE/NAA

16. FEfHEE 5 #kIH
MBS RIEREZAESELE ZRE DT

16. TRADE PAYABLES

Based on the invoice dates, the aging analysis of the trade payables is as

follows: R
30 June
2019
2019
6 H30H
HK$’000
FET
(Unaudited)
(REER)
0-90 days 0&90H 1,810,307 1,636,391
91-180 days 91£180H 381,312 89,254
181-270 days 181&270H 253,047 51,998
271-360 days 2712360 H 10,827 26,970
Over 360 days B3 360 B 115,267 90,102
Trade payables BB 5308 2,570,760 1,894,715
Less: Long term trade payables B REENB S FHIAE (285) (409)
Current portion of trade payables FET B S5 ERER D 2,570,475 1,894,306




Interim Report 2019
“E-AFE PHRE

NOTES TO THE CONDENSED CONSOLIDATED fEi A &7 & o HA A 5 i B o o)
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F6 A308 1A
17. BANK AND OTHER BORROWINGS 17. $R17 R HARME T
30 June
2019
2019 F
6 H30H
HK$’000
FET
(Unaudited)
(REER)
Bank loans RITER
— Secured — BIEH 10,822,017 9,793,929
— Unsecured — EEE 241,068 294,560
Other borrowings HiEE
— Secured — Bk (a) 9,155,770 7,689,558
— Unsecured — fEHE (b) = 940,958

20,218,855 18,719,005
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FSERARAT
NOTES TO THE CONDENSED CONSOLIDATED fHAAE & P HAM B R 5 )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F 6 A30H 1L~ A
17. BANK AND OTHER BORROWINGS (Continued) 17. $RAT R HAtE B o)
The bank and other borrowings of the Group are repayable as follows: REBEZRITREMEEERATFEE
=
30 June
2019
2019 F
6 H30H
HK$’000
F#ET
(Unaudited)
(REBFER)
On demand or within one year RERY—FNR 13,742,504 6,805,091
In the second year F=F 4,333,458 8,195,413
In the third to fifth years F=Z2hF 2,142,893 3,718,501
Wholly repayable within five years AFRNEHEER 20,218,855 18,719,005
Less: Portion due on demand or within B ETAREB B ERE K
one year under current liabilities —FREHZ 25 (13,742,504) (6,805,091)
Portion due over one year under FASERBBERNBR—F
non-current liabilities BIH 2 B 6,476,351 11,913,914
Notes: sk
(@) Up to 30 June 2019, conversion or exchange right of the convertible and (@) E?:ZOB@ 63)5]\ ,30 Elv' ZK%F)’T%?‘TW%
exchangeable bonds issued by the Group was not exercised and the Group will R B2 Al SR B 55 2 Riﬁ = X@%* BT
redeem the entire bonds in full. The outstanding principal and interest % ’ ﬁﬁm%ﬁ%ﬁ%ﬂ%ﬁﬁgmﬁﬁ ° A
amounted to approximately HK$1,291,280,000 were reclassified to other BAS RFEH 1,291,280,00_\0_}%7if§¥ﬁ:7}
borrowings, details of the convertible and exchangeable bonds are set out in %Eiﬁ{{ﬁ{%% C AR R A R E 2 R
note 19. EERHIFE19
(b) On 17 May 2018, a direct wholly-owned subsidiary of the Company issued an (o) E/\‘\2018$5E 178 AR ET_ZET%%%W
one-year senior note of US$120,000,000 (equivalent to approximately &~ 7 TT 1_20:000:000% T(HEE R K
HK$941,676,000) with a coupon rate of 9.75% per annum. The effective interest 941,676,000 %E)%ﬁﬁﬂ%%Qﬁ%Z—\
rate is 12.12% (six months ended 30 June 2018: 12.12%) per annum. During the FHEARER- E:Bf%%ﬂ%)% 12.12% (&
period ended 30 June 2019, the note has been settled. £2018%F6 A30 R LN A 1 1212%) °

HZE2019F6 308 LR - REEEE -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

18.

19.

LEASE LIABILITIES

The maturity profile of lease liabilities is as follows:
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18.

HEAE
MERHEZ FBERDT

30 June

2019

2019

6 H30H

HK$’000

FET

(Unaudited)

(REER)

Within one year —&FR 351,633
In the second year E_F 484,407
In the third to fifth years FZERF 2,362,708
Over five years BiBdhaF 2,835,151
Lease liabilities HEaB 6,033,899
Less: Long term lease liabilities B REEESE (5,682,266)
Current portion of lease liabilities HEB BB 351,633

CONVERTIBLE AND EXCHANGEABLE 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% per annum
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.

19

AR e A] R HRE SR
R2016F6 A15A([EITHE] - AAF]
—HfEEEEWB AR ([BITADETR
£ 5 A R % 1,000,000,000 7T 2 AT #2 A% K2 7] %5
BEH(EH])  REMEI9GELTE
BEITHERME 2B ([F/HE ))EIE -
FREGREOE SR FHEESS0E - M
KRN EKBMEAZEEFZEFE -

HREVF AERARE 266667 7T © A5t
ETHEREREMEFELAR 8
KREZEWSELHTFAE BFRBETA
RO R - MEFFEARIBES LB
REITARG BERBITALEAEET
BRAL476%) * HAIRBABHTA—HE
EE2EMBAREBEITRAZ 100% °
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

A %R & Hh A A 5 R R M T )
HE2019F6 A30 B 1IE/NAA

19. CONVERTIBLE AND EXCHANGEABLE BONDS 19, R 4% K n] & (& 23 ()

(Continued)

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 IPQ”) 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.

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 disclosed in the circular dated 23 June 2016
issued by the Company).

Up to 30 June 2019, the conversion or exchange right was not exercised
and the Group will redeem the entire Bonds in full, and the interest of
the Bonds will be adjusted to yield an internal rate of return of 5.50% per
annum. The Bonds have since been reclassified as other borrowings.

The related interest expense of the liability component of the Bonds for
the six months ended 30 June 2019 amounted to HK$144,798,000 (six
months ended 30 June 2018: HK$58,174,000), which was calculated
using the effective interest method with an effective interest rate of
26.27% (six months ended 30 June 2018: 10:23%).

REERBBETAZEITASERFNE
BRABHZSMETZEZEBHEERRD
ABRE(AEBBRLAFABE ) ERA -
FRIEERIE iR - Z@skiER - ZAIKRE
EEFBEETHHEREZE{THBHE =S
BFE 7z AEXRBERA AR (R
BREBDEBHLBRAFEITA—HRBATA
BRYIVEBUR B ZITIRAR .2 100% ©

RE|BERKBEEETREEDSH - &
HFREBAREREERBETAEDHS
BREEESF BRABBEAMIARE
HESXZEFS50BERNMEHRE S -

REHNEHREMESERENAREE
HEAB 2 EHEER0RBE - E55
BABETFREEE  ATERAQREA
&% BRAMEFFBANINRBEE
BEAZBFESSOBEANTEHRE (BEHFRE
RAREFTFIZEREA2016F6 2382
R o

HE219F6A308 @ Ak ik xE
I AEEEEHEREBES  mE
EMF B AREEFS50EARNIEHE
EHECANEFT I EAHMEER -

HZE2019F6A3081ENMEA  EFEE
oy 2 FRAF) B 5 3 A 144,798,000 7% 7T (]
£2018%F 6 H30H LE/<1E A : 58,174,000%
7o) TR BRI AR B E 26.27%
(8 Z=2018%6 8308 1E /<@ A :1023%)

e
FTE o
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NOTES TO THE CONDENSED CONSOLIDATED A& & T HA A S i 2 i 5t )

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019 HZE2019F6 A3081E5EA

19. CONVERTIBLE AND EXCHANGEABLE BONDS 19, AJ Haf% B 0] &S (& 45 )

(Continued)

The movements in the components of the Bonds during the six months
ended 30 June 2019 and the year ended 31 December 2018 are set out

HZE2019%F6 A308 1L/~ 8 A KE =2018
FNRANBLEFEBRSSHH 22T

below:

At 31 December 2017

7201712 A31H

T

Liability
component

aEHL
HK$'000
TR

Embedded
derivatives
AT
fTET R
HK$'000
F#%

Total

‘et
HK$'000
Tz

and 1 January 2018 (audited) 201841 A1 0 (E#R) 1,172,381 86,908 1,259,289
Change in fair value of financial BRARBENBRRERE

liability at fair value through ZERMBEILREE

profit or loss ) = (65/432) (65,432)
Interest expense FERE 65,361 b 65,361
Interest paid BRFE (24,375) = (24,375)
Exchange differences N ERE (62,646) = (62,646)
At 31 December 2018 RN20185F 128311

and 1 January 2019 (audited) % 20195148108 (8F%) 1,150,721 21,476 1,172,197
Change in fair value of financial BRAABENERERRZE

liability at fair value through ZEBMEBEZLAEE

profit or loss =) - (21,476) (21,476)
Interest expense FBRX 144,798 = 144,798
Reclassified as other borrowings BNORAEMEER (1,291,280) - (1,291,280)
Exchange differences fE N =5 (4,239) = (4,239)

At 30 June 2019 (unaudited)

R2019F 6 A30 B (REHEHK)
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NOTES TO THE CONDENSED CONSOLIDATED fHAAE & P HAM B R 5 )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F6 A30B8 1758 A
20. SHARE CAPITAL 20. AR
Number of
ordinary
shares of
HK$0.01 each HK$’000
BREE
0.01B T2
ZEREE FE& T
Authorised: SEE
At 1 January 2018, 20181 H18 -
31 December 2018 (audited) and 2018412 A31 B (RE%) &
30 June 2019 (unaudited) 2019 6 A30 B (CREHEK) 500,000,000,000 5,000,000
Issued and full paid: BETRAR
At 1 January 2018, 20181 H18
31 December 2018 (audited) and 20184F 12 A31 B (KEX) &
30 June 2019 (unaudited) 20196 A30 B (REERK) 68,645,535,794 686,455
21. CAPITAL COMMITMENTS 21. BARAKYE
The Group had outstanding commitments as follows: REBE IR AFEE

30 June
2019
20195
6 H30H

HK$’000
FET
(Unaudited)
(REER)

Contracted but not provided for in respect of: DETAMBAREE

— Renovation work — B IR 2,968 31,119
— Properties under development — BRI 491,791 134,954
— Expansion of cinema business — R R 53,769 97,551

548,528 263,624
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NOTES TO THE CONDENSED CONSOLIDATED fEIRsE & TP I B R M 5 )

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

22. CONTINGENT LIABILITIES

HE2019F6 A30 B 1IENEA
22. SAREL(E

Guarantees given in connection with credit facilities granted to:

An associate — RN T

SLNPIBR D FIERERERERT ZHER

30 June
2019
2019 %
6 H30H

HK$'000
FTET
(Unaudited)
(REBER)

20,692 20,350

There have been no material developments in pending litigation against
Banco de Oro Unibank (formerly known as Equitable PCl 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 2018. 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$2,649,000 (equivalent to approximately
HK$20,692,000) by reference to the unaudited financial statements of
the associate as at 30 June 2019 (31 December 2018: US$2,599,000
(equivalent to approximately HK$20,350,000)).

BN ALEEE2018F12A3ALEFEZ
FELEZYERERATIEE - B—fH3EE
% $8 77 Banco de Oro Unibank (8 #& Equitable
PCI Bank Inc. * H & 8 % Banco de Oro-EPC|
Inc.) ([Banco Unibank]) & —REIFERE A A
Waterfront Philippines Inc. Z £ /R 5 7A N £& &
KERE - ARFRFR  REBMELRE
Banco Unibank 2 & ¥T{& 75 & ¥} - 0 Ll
Rl - 2EB2AFN2019F6A308 2
K& EZ B KR K &4 KBanco
UnbankE H B B 2 KR EEE BN A
2,649,000 7T (18 & 7 #920,692,00074 7T )
(2018412 A31 8 : 2,599,000% 7t (& ®
#920,350,000387T)) °
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

23. CREDIT FACILITIES

As at 30 June 2019, the Group’s credit facilities were secured by the
following:

(a)

charge over certain right-of-use assets (31 December 2018: certain
interest in prepaid land lease payments under operating leases)
with a net carrying value of approximately HK$19,010,000 (31
December 2018: HK$11,008,000);

charge over certain buildings with total net carrying value of
approximately HK$582,104,000 (31 December 2018:
HK$662,343,000);

charge over certain investment properties (note 13), properties
under development and completed properties held for sale with a
total carrying value of approximately HK$3,901,801,000 (31
December 2018: HK$4,197,003,000);

charge over financial assets at fair value through profit or loss with
a net carrying value of approximately HK$194,000 (31 December
2018: HK$212,000);

pledge of certain bank deposits of approximately HK$9,176,095,000
(31 December 2018: HK$6,348,712,000), of which approximately
HK$2,370,955,000 (31 December 2018: HK$2,593,411,000) were for
standby letters of credit issued by banks for a total amounts of
US$153,950,000 (31 December 2018: US$153,950,000),
RMB990,877,000 (31 December 2018: RMB1,142,727,000) and
HKSNil (31 December 2018: HK$50,000,000);

personal guarantee given by directors;

charge over certain property, plant and equipment other than
certain right-of-use assets and buildings disclosed in notes 23(a)
and 23(b) with net carrying amount of approximately
HK$704,913,000 (31 December 2018: HK$778,128,000); and

pledge of various shares mortgage of certain subsidiaries, bank
accounts charges and corporate guarantee of the Company.

FET AR &R o SO 5 R B )

HE2019F6 A30 B 1IE/NAA

23. [ ERE
R2019%F 6 4308 AEBZEZEEME N
THSBEERIER

(@)

HRCBREEE 47 19,010,000 7T (2018
12831 H :11,008000/8 7T ) Z &
TrEREEE (20185128318 &
FregREerE T B tHREE Y
)

R BRMFEA £ 4) 5 582,104,00078
70 (2018412 A 31 H : 662,343,000 7
L) ZETHEF

R E A 14 43,901,801,000 75
7t (2018412 A 31 B : 4,197,003,000
B 2 ETREME (MisE13) - 8
ERMEREERGEDE

20 BR EHE 494 194,00078 7T (2018
12 A318 1 212,000/87T) ZIEAR
BENEBRREEZSREE

EHE T RITFR#9,176,095,000 %8
7L (2018412 A 31 B : 6,348,712,000
7 T ) 0 H AR 492,370,955,0000% T
(20184128318 * 2,593,411,0007 7T)
A ER1TEE H 4B58153,950,0003% 7T(2018
12 A31H 1539500003k 7T ) * A
R #990,877,0007C(20185F 12 4311 :
A R #1142,727,0007C ) & T8 It
(2018412 A 31 B : 50,000,000 7T )
2 EAE R

EERTZEAER:

R BRI R (E £7704,913,00078 7T (2018
128318 : 778128000 7T ) 7 &
T BER&EHE22360 &
BOFMEEsETEAREERE
FRRIN - K

BEMETHBAR 2 ZBERMIEM -
RITRAIEIRR AR R 2 RRER -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019

24. 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 2018.

25. RELATED PARTY TRANSACTIONS

(@) Remuneration for key management personnel which represents
amounts paid to the directors were as follows:
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“E-AFE PHRE

S A& & A B R b 5 )
HE2019F6 A30 B 1IENEA

24. FFPERER
AAREEREEZ2018F 12A31BILEEEZ
FEMBRERFEHEEAR  BEABEAN
EEFRFDZEABLEE -

25. BHHETTAL G
(a) TEEHEABZHMESEINTES
Z2E8 o HBeT

2019

HK$'000

FET

(Unaudited)

(REER)
Directors’ fees E=r ok 378 356

Basic salaries, housing, other allowances EXHe  FRE - HtRMK

and benefits in kind EYHa 526 570
Discretionary bonus BIBTEAL - =
Pension scheme contributions RIS FHEIHR 9 20

913 946
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AEBERERARA

NOTES TO THE CONDENSED CONSOLIDATED A4S TP HABA B R b 5 )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F 6 A30H 1L~ A
25. RELATED PARTY TRANSACTIONS (Continued) 25. BT 5 )
(b) During the six months ended 30 June 2019, the Group entered (b) #HZE20199F6HA30HIENAR - K&
into the following material transactions with related parties: EHEEAEFETUNTEARS

30 June
2019
20195
2019 6H30H
HK$'000 HK$'000
THT THT
(Unaudited) (Unaudited)
(REER) (REBER)
Amount in relation to provision of MU TARRMEE R 2
motion pictures, less distributor TERE - RBTER
fees by:
— a company controlled —R—REEEHIZ A
by a director (12,341) (13,396) (113,541) (166,456)
Sales of projection equipment to: A T B S5 S ThR 2R
— a company controlled —X—EZEEEH AT
by a director - - 46 130
Advance from: REUATATZ#R:
— anon-controlling shareholder ——ARBARZ I
of a subsidiary RRARR = - (12,131) (12159)
Loan to: MATRRREZER
— a company controlled —R—REERHIZ A
by a director - - 227,635 227,739
— a company jointly controlled —R-REEHRAEH 2 2F
by a director - 182,567 169,019 169,096
Interest income on loan to: FATRRREETZFEKA -
— a company controlled —R—REERHIZ A

by a director 10,428 11,065 44,104 33,876
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continued)

FRTRH S 5 PP SO S R BN )

For the six months ended 30 June 2019 HZE2019F6 A3081E5EA
25. RELATED PARTY TRANSACTIONS (continued) 25. BHETTR 5 @)
(b) (Continued) (b) (&)

30 June
2019
20194
2019 6H30H
HK$'000 HK$'000
TR THT
(Unaudited) (Unaudited)
(RIBER) (REEER)
Rental income from: REUTRAIZESKBA
— companies controlled —R-REEFHIZ
by a director NG| 601 795 106 103
Provision of advertising services by: AT AR R ES R :
— a company controlled —R—REEFHZ
by a director NG| = (66) = o
Information service income from: REUTRRZIEERBKA :
— companies controlled —R—REEEHZDA
by a director 104 217 (161) (156)
Film investment income from: REUTARZBFREWA
— acompany controlled by adirector  — R —ZERIRH 2 A7 - 98 - 506
Advertising income from: REUTARZEEKRA
— acompany controlled by adirector  —R—REZHEH 2 A7 - = 1,264 1265

Provision of information service by:
— a company controlled by a director

AU TRARAEBRY
—R-REEEH AR
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BEERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

25. RELATED PARTY TRANSACTIONS (continued)

(b)

(c)

(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$227,635,000)
which is unsecured, due on 10 May 2020 and carries interest rate
at 9.00% per annum and the loan to a company jointly controlled
by a director, Ms Liu Rong, of RMB148,500,000 (equivalent to
approximately HK$169,019,000) which is secured, interest-free,
and due on 25 February 2023. The maximum outstanding balance
during the six months ended 30 June 2019 is equal to the balance
as at 30 June 2019 (during the year ended 31 December 2018:
approximately HK$430,711,000).

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 2019
regarding related party transactions (six months ended 30 June
2018: Nil).

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, a company incorporated in Hong Kong
with limited liability.

FET AR &R o SO 5 R B )

HE2019F6 A30 B 1IE/NAA

25. AR5 &)

(b)

(c)

(&)
FRRBGZBEFEBEEE S EER
o B g R (KR BRiE T 4
HAEEE  CERBERERERE
ME & 8 R 5 200,000,000 7T (48 & 7
#9227,6350008 L) B TXESEZ
Bt EHlzRARZER(BEER
AEIEA - 7202045 B 10 B EIHII
RIOWEFHNERFE) RAHBARE
148,500,000 7T, ( 48 & 7 #7169,019,000
L) AR TRXERE L T HEFRE
flzRralzER(BEHERAEER
B ERR2023F2 25 AEIH) -
HZE2019F6 A30BIEANEARS
BB AABRIEE N 2019F 6 A30 HR4
B(BE2018F12A3HIEEE 8
430,711,000/ 7T) °

NEBIEREES EBAZ RER
TEL T E - MEREEAFRIR
HZE2019%F6 A30H 1E/NEAEH S
ESTMER(EZE2018F6H30H
LEREA - ) -

b EX Rt F R RRAR S IR A ER R
HAbdh 77 AR EE SN - BB EETT
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NOTES TO THE CONDENSED CONSOLIDATED A %E & P HAM B R 5t )

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019 HZE2019F 6 A30H LA A

26. SUMMARY OF FINANCIAL ASSETS AND 26. RARIE 7y 2 B RE 7E
FINANCIAL LIABILITIES BY CATEGORY & (SN
The carrying amounts presented in the condensed consolidated RERRGZE M ISR Sk 25 < BREE R
statement of financial position relate to the following categories of LNTemEERBEENER

financial assets and liabilities:

30 June 30 June
2019 2019
2019 2019F
6A30H 6H30H
Carrying

amount Fair value
REE ARERE
HK$'000 HK$’000
TR TEx
(Unaudited)  (Unaudited)
(RRER) (RRER)

Financial assets measured at fairvalue ~ BAABEREREEEY

through profit or loss SREE
— Listed equity investments — FHRAEE 5,472 5,472 82,481 82,481
— Derivatives —fTETIA 4 4 112 112

Financial assets measured at fairvalue ~ ZEALBEREM2ZEKRE
through other comprehensiveincome  EE&REE

— Unlisted equity investments — kEMBRARRE 229,376 229,376 192,112 192,112
— Unlisted debt investments — ELTEBRE 324 324 324 324
Financial assets measured at REHERATECSREE

amortised cost

— Cash and cash equivalents —BeRERREER 726,288 726,288 1,334,598 1334,598
— Pledged and restricted bank deposits —BEARERABITER 12,181,487 12,181,487 6,962,975 6,962,975
— Trade receivables —EWB S 5E 464,376 464,376 539,564 539,564
— Deposits and other receivables —RE RE YA 2,405,312 2,405,312 2,168,201 2,168,201
— Amounts due from associates — R & AR RIE 21,663 21,663 15,129 15129
— Amounts due from joint ventures —ERAERERE 98 98 2327 2327
— Amounts due from related parties — @B A 442,174 442,174 432,715 432,715

16,476,611 16,476,611 11,730,538 11,730,
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NOTES TO THE CONDENSED CONSOLIDATED AR 42 & R HA A BB 3 )

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2019 HZE2019F6 308 1E5@EA

26. SUMMARY OF FINANCIAL ASSETS AND 26. FBAE ) 2 B RE A KB
FINANCIAL LIABILITIES BY CATEGORY (Continued) Rl E B 2

30 June 30 June
2019 2019
2019 2019F
6A30H 6H30H
Carrying

amount Fair value
REE ARERE
HK$'000 HK$’000
TR TEx
(Unaudited)  (Unaudited)
(RRER) (RRER)

Financial liabilities measured BAABERBEREEZ
at fair value through profit or loss tREE
— Derivatives — 4T R 3,360 3,360 26911 26911
Financial liabilities measured REHEEATECSRERE
at amortised costs
— Trade payables —ERESHA 2,570,760 2,570,760 1,894,715 1,894,715
— Other payables and accruals — Bt IE R e R 1,840,555 1,840,555 2091610 2091610
— Amount due to a director —R—BEEHE 22,144 22,144 65,132 65,132
— Amounts due to associates — RBEDNRIFIE 5,695 5,695 5492 5492
— Amounts due to related parties — REEHFE 125,833 125,833 178959 178959
— Bank and other borrowings — BT REMEE 20,218,855 20,218,855 18,719,005 18,719,005
— Finance lease liabilities —RENEAR = = 90,09 90,090
— Lease liabilities —MREaE 6,033,899 6,033,899 - -
— Convertible and exchangeable bonds — AR R AR B ES = = 1,150,721 1,150,721
— Other employee benefits —HEERT 47,682 47,682 44183 44183

30,868,783 30,868,783 24,266,818 24,266,818
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NOTES TO THE CONDENSED CONSOLIDATED fEIRsE & TP I B R M 5 )

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019 HZE2019F6 A3081E5EA

26. SUMMARY OF FINANCIAL ASSETS AND 26. AR & 77 2 B E E B

FINANCIAL LIABILITIES BY CATEGORY (Continuead)

(a)

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, amounts due from joint ventures, amounts due from
related parties, trade payables, other payables and accruals,
finance lease liabilities, lease liabilities, convertible and
exchangeable bonds, bank and other borrowings, other employee
benefits, amount due to a director, amounts due to associates and
amounts due to related parties.

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

The fair value of long term trade receivables, deposits and other
receivables under non-current assets, long term lease liabilities
and other employee benefits and trade payables under non-
current liabilities approximates their carrying values as the impact
of discounting were immaterial.

The fair values of the bank and other borrowings, have been
calculated by discounting the expected future cash flows using
rates currently available for instruments with similar terms, credit
risk and remaining maturities.

Al BN )

(a)

EFFRLOARBEHEZEMTR
WIEAREBEFEZEMTARE
REeRERBELER EHEARER
HERITER  BRE TR  RERk
H At FEUCGRIR S A R]FOR
fEM & 2R FEFIA - EKERET K
A BNE SR - R ENAFIAER
EErER mEBEEEE HESR
& ARERARRES  RITRE
ffEE  EMEERAN R—2E=
IR - REGE R B FIARREET R
I8 o

HREIHAEE - e R KRS
RITEFARAERERBRLER
EWE F A - e M EAMESR
- U (R)BE R RIFIE - B
BEREREA - B (R)BEEST R
A AR RARBES  R—RE
IR BNESFR - HEMR
AN ERERURE AR B RN 25
E{EEEAREERS

FRBEERTZRHMEKE SR
A Be EMEKFOR - REMEE
BEANERBABERT ZHMLES
BHRENESRBZ AR EERE
FRHERS  RERMBRFENTE
x o

RITREMEE 2 AR BETIRER
REBBRUGH - FERREFGRE
iz TAZBRITHRRERBELRRR

EMEFHE °
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

A %R & Hh A A 5 R R M T )

HE2019F6 A30 B 1IE/NAA
26. SUMMARY OF FINANCIAL ASSETS AND

FINANCIAL LIABILITIES BY CATEGORY (continuea)

26. 1408

Il & o) 2 < Rl A e <

@ﬁ%m%%

(b) Financial instruments measured at fair value (b) BAREEFECEMTIA
The fair value measurement of the Group's financial and non- AEBEcHMIEEREENBEZA
financial assets and liabilities utilised market observable inputs and NEBET=RFEEAMIS A BN

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 are (the
“Fair Value Hierarchy"):

The following table provides an analysis of financial instruments
carried at fair value by level of fair value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for
identical assets or liabilities;

Level 2: Inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices);
and

Level 3: Inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

The 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.

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.

ABELBE EEAAEEFEM
= R ABURTI BN ETEF FTE
RBAZBBZBREED R TRE
R ARBEBRD

TREHRANEEERED
REEVIFZ BT ADH

B/

F1E: HREEXABR
BTISFRER CREH %E):

F2E: REENBEMAER
(BMEHS) sk (R BRI
B)AEBRz B ARE (TR
FIBAEEZHE) &

E3E: WIHRBEABETS
BEMGHzEEXBERA
g (BEERHARRE) -

DR LAER 2B B THERPEA
HZBEB AR BEAEELERAVE
ZREBRBABIRTETE - BR2H
BEEBNEEL BIRER -

EBIRERR RIGRTFARRE R E
MEEEZEMEERRBZARE

EE%’\“%W LHmEMmMEE
TXHEIRBEE2ERFIETR
TAZARBEASHMERMGER
MEEBAMELIBR BAER >
REZAEEHAEHERABEZ
BRI RER ©
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NOTES TO THE CONDENSED CONSOLIDATED A %E & P HAM B R 5t )
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2019 HZE2019F 6 A30H LA A
26. SUMMARY OF FINANCIAL ASSETS AND 26. FESRRN B o7 2 3 R 7 e iz
FINANCIAL LIABILITIES BY CATEGORY (continued) Rl B E M2 ()
(b) Financial instruments measured at fair value (b) BRAREBEHEZEMIA A
(Continued)
Information about level 2 fair value measurements BRFE 2B (BEFECEH
The fair value of interest rate swap is calculated as the present FZEH 7 N B E TR E A 85 F
value of the estimated future cash flows based on observed yield TR AEFEFARKBEREZR
curves. 8-
The fair value of exchange rate swap is determined based on the FREH 7 A A BETIRERS B
forward exchange rate at the reporting date. ZRHEREF o
Information about level 3 fair value measurements BRIE 3 EBAR BEFEZEN
The embedded derivatives of the Bonds expired following the BEBEZHRANPTET ARESDIHE
maturity of the Bonds and the change in fair value of JE W A BB # B) 421,476,000
approximately HK$21,476,000 (six months ended 30 June 2018: BT (B ZE2018F 6 A30HIE/NEAR ¢

HK$65,432,000) was recognised in the profit or loss for the period. 65,432,000/ 7T ) PRERNIB 28 BRIERR -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (Continved)

For the six months ended 30 June 2019

A %R & Hh A A 5 R R M T )
HE2019F6 A30 B 1IE/NAA

26. RN B oy 2 < B 7 B <
Al E BN )

26. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY (continuea)

(b) Financial instruments measured at fair value (b) BAREENECEMIAE)
(Continued)
The financial assets and liabilities measured at fair value in the NESRRGE S I BARABERANIZALE
condensed consolidated statement of financial position are EBEiftEz e 8ENBEEDANUT
grouped into the fair value hierarchy as follows: NABERER:
Level 1 Level 2 Level 3 Total
E1E E2E H3E st
HK$'000 HK$’000 HK$’000 HK$'000
FH&T F#ET FET F#T
As at 30 June 2019 7" 2019%F6 H30H
(unaudited) (REER)
Assets BE
Financial assets at fair value BAREBEINRZEREE
— Listed equity investments — EmRAEE 5,472 - - 5,472
— Derivatives —HTHET A - 11 = aM
— Unlisted equity investments — I ETRAEE - 223,685 5,691 229,376
— Unlisted debt investments — I ETEBRE - 324 = 324
Total fair value NAEERE 5,472 224,050 5,691 235,213
Liabilities &
Financial liabilities at fair value BRAREBIE EHEE
— Derivatives —HTHET A - 3,360 = 3,360
Total fair value NAEBERE - 3,360 - 3,360
As at 31 December 2018 201812 A31H
(audited) (f&&#1%)
Assets BE
Financial assets at fair value BAREBEIECEHEE
— Listed equity investments — FHRAKRE 82,481 - - 82,481
— Derivatives — T I A - 112 - 12
— Unlisted equity investments — TR AIRE - 186,418 5,694 192,112
— Unlisted debt investments — ELHEBKRE - 324 - 324
Total fair value NA(EERE 82,481 186,854 5,694 275,029
Liabilities BfE
Financial liabilities at fair value BEARBENEZERAE
— Derivatives —TETA - 5435 21,476 26,911
Total fair value N EERRE - 5435 21,476 26,911
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NOTES TO THE CONDENSED CONSOLIDATED I 4 & R B A S SR B I )
INTERIM FINANCIAL STATEMENTS (Continued)
For the six months ended 30 June 2019 HZE2019%F6 308 1E75EA
26. SUMMARY OF FINANCIAL ASSETS AND 26. R 7 2 B & E B
FINANCIAL LIABILITIES BY CATEGORY (Continued) Rl 21 R )
(b) Financial instruments measured at fair value (b) BRAOREBHEHIAEZEZEMIA &)

(Continued)

During the six months ended 30 June 2019, there have been no
significant transfers between level 1, 2 and 3 in the reporting
period (six months ended 30 June 2018: no significant transfers).
The methods and valuation techniques used for the purpose of
measuring fair value are unchanged compared to the previous
reporting period.

Reconciliation for financial instruments carried at fair value based
on significant unobservable inputs (Level 3) are as follows:

HZE2019F6 A308 LA - 51
CE2EBRFEIE 2 BN R B
W E KR (HZ=2018F6H30H

IERNER - WESREE) - ARG
EARBEZAERGERMERBE
s BAFEI A L 30 AR A ) o
BERTAERGASE(F3E) 5T
HZRAARBEIEZEMIAZY
BRINE :

2019 2018
HK$’000 HKS$'000
FET FHIT
Financial assets at fair value through BAREEREMEAKEERE
other comprehensive income JERMEE
— Unlisted equity investments — EETRAEZE
At 1 January (audited) »1 A1 B (EER) 5,694 4357
Addition NE - 1,337
Exchange differences M =R (3) =
At 30 June 2019 (unaudited)/ R2019%6 A30 8 (REEX),
31 December 2018 (audited) 201845 12 A 31 B (££&E %) 5,691 5,694
Financial liability at fair value through RARBENEREREREZ
profit or loss SRAE
— Derivatives —PTETA
At 1 January (audited) 1 A1 B (EEiZ%) 21,476 86,908
Change in fair value of embedded derivatives B AZ\ET4 LB 7 A f BEE S (21,476) (65432)
At 30 June 2019 (unaudited)/ R2019%6 A30 8 (REEX),
31 December 2018 (audited) 20184F 12 A 31 A (&8 1%) = 21476
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NOTES TO THE CONDENSED CONSOLIDATED fHAAE & P HAM B R 5 )

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019 HZE2019F6 A30H1L~EA

27. EVENT AFTER REPORTING DATE 27. s H IR HIE
Pursuant to the terms of the Bonds issued on 15 June 2016 by the Issuer, RIEZEITAR2016F6 A 15HEITZES
the guarantee provided by the Company and various discussions ZIER - AR AREZER  ARETA
between the management of the Issuer and the investor over the past HSEECEREERE —FANZEZ R
year, the Company will redeem the Bonds on or before 15 September o ARAEIAER2019F9F1ISAERKZ
2019. The Company has informed the investor that it would redeem the AIELDES - ARRIEBAKRE S BNIE
Bonds accordingly (details please refer to the announcements of the FER B AT OES (FER2MEEARQT
Company dated 9 May 2016, 15 June 2016 and 13 August 2019 and HE A20165F5H9H  20165F6 A 158 &
circular of the Company dated 23 June 2016). 20198 ABHZAEARAARIBEA

20165E6 A23 B2 HHK) ©



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 businesses stably through Dadi News Media
(HK) Limited together with its subsidiaries (collectively referred to as “News
Media Business”) and Dadi Innovation (HK) Limited together with its
subsidiaries (collectively referred to as “Innovative Business”).

During the reporting period, revenue of the Group was approximately
HK$5,607.9 million (for the six months ended 30 June 2018: HK$8,635.7 million).
Profit for the period was approximately HK$9.3 million (for the six months
ended 30 June 2018: HK$997.6 million). The decrease in profit was primarily
due to: (i) the decrease of the profit from property development segment
which is affected by the revenue recognition of the property development
business and the accrued expenses of deferred income tax; and (ii) the drop in
the performance of culture and media services which is affected by the
decrease of the box office and admission of audiences in China, and the first-
time adoption of HKFRS 16-Leases. The net assets of the Group were
approximately HK$6,190.2 million (31 December 2018: HK$6,955.3 million).

Culture and Media Services
Business Review

During the reporting period, revenue of this business segment was
approximately HK$2,356.8 million (for the six months ended 30 June 2018:
HK$2,691.6 million). Loss before income tax was approximately HK$451.1
million (for the six months ended 30 June 2018: Profit before income tax was
approximately HK$2.8 million).

Cinema Operation

During the reporting period, the national box office in China amounted to
RMB28.852 billion (excluding service charges), representing a year-on-year
decrease of 3.73%. The admission of audiences was approximately 809 million,
representing a year-on-year decrease of 1
office more than RMB1 billion, including 3 domestlc films, and 44 films with
box office over RMB100 million.

1%. There are 5 films with box
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Culture and Media Services (Continued)
Cinema Operation (Continued)

During the reporting period, the cinema business of the Group achieved a box
office revenue (tax included) of RMB1,629 million (excluding service charges),
representing a decrease of approximately 6.65% as compared to corresponding
period in 2018. The main reason for the decrease was the overall decreasing
trend of the PRC movie market, and the increase in ticket cost of the audiences
due to the prohibition of online ticket fee discount. Box office contributes to
approximately 5.65% of the national box office receipts (tax included).
Admission of audiences reached 44.77 million, that consolidates its status of
ranking second among cinema investment and management companies
throughout China. As at 30 June 2019, this business segment had an aggregate
of 499 cinemas with 3,065 screens operating in 29 provinces and 184 cities in
China. In addition, there are approximately 174 cinemas contracted to be
opened but not yet in operation.

During the reporting period, the business segment continuously explored the
value of its business scenario and members to enhance the operating
efficiency of the cinemas and further strengthen the advantageous market
position of the PRC cinema operation industry. Leverage on the scale
advantage of cinema operation, the business segment further implement its
user-oriented “Film +" strategy through diversified expansion of cinema
scenario based on the demand of audiences. Our cinemas provided a wide
range of products and consumption privileges through industries alliance and
external cooperation together with its own brand. In 2019, the business
segment extended the official authorization to sell Disney’s plush toys
and catering products. “Shi Bu (12%)", the Group's food and beverage brand,
achieved a stable improvement in its market size.

Besides optimizing the movie experience and increasing the number of
audience, the business segment has also actively provided a great variety of
integrated entertainment including e-sports, live performance and other
cultural activities, so as to enrich the integrated entertainment of the cinema
and extend the time spent by audiences in our cinemas, covering more users
and enhance their entertainment and consumption experience. Through
continuous introduction of diversified consumption privileges and provision of
a wide range of entertainment contents, the Group wishes to provide its
members with a movie-oriented and in-depth derived value, gradually expand
its membership base and improve the ecosystem of cinema experience.
Currently, the Group’s membership operation has achieved its results in the
early stage, number of members increased steadily, proportion of active
members increased continuously and more resources came from other
industries. Positive momentum has been formed between products, resources
and members. This would further enhance the resources consolidating ability
and brand influence of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Culture and Media Services (Continued)
Cinema Operation (Continued)

During the reporting period, the business segment cooperated with Disney,
established a cinema interactive platform to further facilitate its innovative
product system, enrich the offline entertainment scenario and strengthen the
integrated marketability of all scenario of our cinemas. With the improvement
of the attractiveness of the cinema scenario as well as the consolidation of
members’ privilege, the ability to make precise and in-depth marketing of the
business segment has been improving. With a higher degree of understanding
towards our target customers and specific industry, we have commenced on
the in-depth marketing tools and customized industry solutions and achieved
a positive result. With the expansion of advertising business, the establishment
of sales team was further strengthened, the sales arrangement was optimized
for a quicker response to customers demand. As the local sales terminal
becomes more optimized, the business segment’s ability to provide
professional cinema entertainment integrated marketing solution for three
types of core customers such as national customers, regional customers and
business district customers has also been improving.

Dadi Film

In the first half of 2019, the overall film market did not meet the expectation.
Box office of imported film was in the lead. There is a need for more high
quality and appealing PRC movies to enter into the market.

During the reporting period, Dadi Media (HK) Limited and its subsidiaries
(collectively referred to as “Dadi Film") under Dadi Media continued to develop
its business in three aspects of film content, animation and distribution.

During the reporting period, Dadi Film hold on to its stable content making
philosophy and keep looking for room for improvement. It identified and
developed projects with market potential on its own or cooperate with the
leading production team in the industry. While investing in quality film, it also
actively cooperates with top corporate team in the industry to discuss matters
such as future promotion and distribution of films. At the same time,
investment was made into quality project in the market. The team also actively
identified new business models and developed synchronization of cinema and
internet through ways such as cooperation with video website. During the
Shanghai film festival in June 2019, “Dadi Night (X322 &2 )" was successfully
organized to promote its own brand, enhance its influence in the industry and
build up its brand value.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Culture and Media Services (Continued)
Dadi Film (Continued)

As for animation content area, focus was put on K12 market. "2 27 £4[& " brand
was established surrounding areas such as animation, children books, IP
operation etc., gradually becoming a new development force in the animation
field. For animation, animation IP matrix was optimized. Emphasis was put on
the production of “Mini Force X". The first part of the film was published on
iQlYI and Tencent in October 2018, and on CCTV Children’s Channel in March
2019. The second part of “Mini Force X" was published in May 2019 and
remained on top of Tencent Children Hot Search List (&R 4> 53 448 #E) and
iQIYI Children Hot List (% #7252 E ¥ 244815 ), driving up the distribution of
the film and sales of its authorized products. As at 30 June 2019, 16 products
has been launched into the market and the sales volume has been increasing.
For the children books, “Mini Force” book series was launched in May 2019.
The book become the best-seller for children comic in offline physical store
within a short period of time. As for IP operation, we media (B % 2 5% ) was
established on more than 30 platform including toutiao (5 B 38{§), ixigua (7
IR ER), iQIVI (B AT ), Tencent (BEF), YOUKU (188%), and Douyin (£15)
etc. to publish high-quality ¥ 2 £4[&]” series derived program or drama show,
in order to increase the familiarity by the children and the emotional cohesion
of the children’s family. Total hit rate was approximately 800 million. A large
scale family stage show featuring “Mini Force” transforming machine was
produced. As at 30 June 2019, around 10 shows have been performed in
Tianjin, Beijing, Shanghai, Yiwu etc. for the first round and favorable comments
were received from children and parents.

Oristar

In 2019, Oristar Technology (HK) Limited and its subsidiaries (collectively
referred to as “Oristar”) has successfully transformed itself from a traditional
software and equipment service provider to a cinema business internet
company. A brand new revenue management Saa$ (Software as a Service)
service platform was launched for the cinemas. More than 200 functions
upgrade was made on the new cloud structure and big data system to increase
cost efficiency. As at 30 June 2019, the number of cinemas with Oristar service
reached more than 1,701, covering approximately 12,070 halls in 31 provinces,
municipalities and autonomous regions of the PRC.

During the reporting period, Oristar focused on"Huiyingyun” (Z5252) advertisement
business function. It was the pioneer in the industry which introduced the
“Huiyingyun advertisement business platform”, fully realized digitalization and
commercialization management of the cinema advertising materials. It
provides cinemas with different forms of advertisement in four dimensions, i.e.
time, space, contents, and receivers. It also provides advertising clients with
comprehensive broadcasting monitoring and user analysis data service.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Culture and Media Services (Continued)
Prospects

Although China film market experienced a short fallback in the first half of 2019,
the Group remains positive towards the future development of China film
market. As the number of screen keep increasing and the quality of films have
improved gradually, China film market still possesses potential for growth. In
the future, besides devoting more efforts in market expansion and optimizing
the cinema layout and structure throughout the country, the Group will
strategically focus on the cinemas of those important regions, to create an
innovative cinema service model, establishing a new benchmark for cinema
service and spreading to the entire nation.

For the cinema operation business, the Group will continue to implement the
OMO (Online — Merge — Offline) business model. We will use “U+" as our
unified member brand and promote in nearly 500 cinemas. From the
membership operation perspective, the Group will further develop its “Film +”
strategy. In the future, the Group will continue to introduce more value-added
services including children entertainment activities, live performance, other
cultural activities and IP related products to further enrich members’ privilege
and perfect the service ecosystem of the cinemas. Relying on the diversified
and unique member activities, the user consumption experience will be further
enhanced and the Group's big data resources will be increased, providing
support for the further enhancement of members experience and precise
marketing.

Thanks to the increase 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. With the further expansion
of the cinemas of the Group, focusing strategically on the major box office
cities, increase of members privilege and loyalty will continue to increase. The
Group's advantage in scale and competitive edge in the cinema advertisement
market will be further improved, and its ability in precise marketing and
product innovation will also be strengthened, which will have a positive impact
on the brand awareness and operating results of the Group’s advertising
business.

As for the content, there will be more uncertainties in the film market in the
second half of 2019. The overview on the general condition could not be too
optimistic. Adapting flexibly and capturing opportunity will be the main theme
of the film market in the second half of the year. In the second half of the year,
Dadi Film will still pay close attention to the film market and identify leading
corporation with high quality to commence multi-dimension and multi-level
cooperation, so as to make use of the resource advantage of Dadi Film to
participate in more quality projects. Meanwhile, it will continue to promote its
existing films, identify business partners such as good promoters and
distributors to coordinate relevant distribution work.
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Nan Hai Corporation Limited
BEERERAF

MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Culture and Media Services (Continued)
Prospects (Continued)

As for the animation content, the upgrading strategy of domestic contents will
be implemented. Content production of “Mini Force” will be improved. A “Mini
Force” film will be released by the end of 2019, followed by a brand new
season 52 episodes domestic animation series. To enhance its IP operation,
the Group will participate in Licensing Expo China, to show its “ #2y 4[& " P
matrix for the first time and unify the external authorization. It will also increase
the cooperation with different industries, to commence authorized
cooperation with units such as the national AAAA grade Qinglongxia Scenic
Area and stage performance organization etc.

As for the cinema revenue services, regarding the fast-growing cinema industry
in China, Oristar will actively promote the “Huiyingyun” platform, so as to
enhance the core competitiveness of the cinemas and improve its operational
efficiency and profitability, and strives to provide quality one-stop and internet
products and services for cinemas.

Property Development
Business Review

During the reporting period, revenue of this business segment was
approximately HK$2,532.9 million (for the six months ended 30 June 2018:
HKS5,106.1 million) and profit before income tax was approximately HK$2,387.7
million (for the six months ended 30 June 2018: HK$3,291.1 million).

“The Peninsula” Project in Shenzhen

“The Peninsula” project of Nan Hai Development locates in the prime triangle
zone formed by Qianhai Shenzhen-Hong Kong cooperation free trade zone,
Houhai financial and commercial center and Shekou Sea World free trade zone,
establishing a diversified business combining high-end housing, intelligent
commercial, smart hotel, sharing office, creative theater and yacht club etc.

Phase 1 and 2 of “The Peninsula” have been sold out. The sale of Phase 3 was
launched in April 2016 and almost sold out till now. The sale of Phase 4 of “The
Peninsula” was launched on 23 April 2019, sell through rate reached 82% on
the same date. As of 30 June 2019, accumulated sales of Phase 4 amounted to
RMB6.859 billion. The Group is holding 55,800 m? of the commercial portion to
establish businesses including smart hotel, social and creative business and
shared offices according to the ideology of “world citizen style and stay with
the trend”. Operation will be commenced by 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

Property Development (Continued)
Business Review (Continued)

“Free Man Garden” Project in Guangzhou

"Free Man Garden” project of Nan Hai Development in Guangzhou is located at
the Guangzhou airport economic development area, with a total gross floor
area of 1.5 million m? It is a living complex consists of housing, commercial
facilities, cinema, school, garden, clubhouse and various large scale sports
facilities, introducing the concept of ecological, sports and living, advocating a
modern living style which is environmental friendly, sporty and healthy. It is a
high quality large scale ecological oxygen community. There are a total of
eight phases in “Free Man Garden” project, of which Phase 1, 2, 4 and 7 have
been sold out. The sale of Phase 5 and 6 was launched on 1 December 2018.
As of 30 June 2019, a total of 297 flats were sold with the area of 37,345 m? and
sales amount of RMB906 million. Phase 3 will be self-owned for commercial use
with diversified business of catering, entertainment and culture. Operation will
be commenced in the second half of 2019.

Moreover, the Group actively created a new model of operation in real estate
business and developed quality projects in various ways. Leveraging on the
experience in “The Peninsula” and “Free Man Garden” Project, the Group will
continuously invest in the construction of various quality projects.

Prospects

For the real estate industry, despite the increase in PRC policy regulation, and
corporate finance tightening in 2019, there are still plenty of new opportunities
for value expansion. In light of the circumstances, Nan Hai Development will
take advantage on its existing projects, integrate its resources to develop
quality projects through commercial real estate, urban renewal, city
transformation and upgrade etc., so as to further optimize the strategic
network and to create room for development in the future. At the same time,
Nan Hai Development will further strengthen its corporate governance and
talent optimization, establish an effective internal operation and risk
management and control by adopting sound funding strategy, laying a
foundation for sustainable development.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
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 nation-wide business and
localized service network in the industry, so as to effectively address “the last
kilometer” problems from service providers to corporate clients. With the rapid
development of mobile internet and establishment of de-centralized network
ecosystem represented by WeChat applet, (b 8) I EHZ I R A A (CE
Dongli Technology Company Limited, “CE Dongli”), a subsidiary of this business
segment, launched full network responsive portal on top of its original portal
product as well as online and offline marketing and operating one-stop
solutions such as “Youyi’ (1 %) intelligent business. Together with 1t 5 #7483
5= EHAMT AR A 7] (Beijing Xinnet Cyber Information Company Limited,
“Xinnet")'s cloud computing services played a significant role in promoting the
growth of the number of users.

During the reporting period, with key subsidiaries CE Dongli and Xinnet as its
main business entities, efforts were continuously made in the development of
cloud services for corporate digitalization and smart operation by providing
comprehensive laaS (Infrastructure as a service), cloud application, corporate
e-commerce services, “corporate digitalization transformation” total solutions
and big databased business intelligence cloud service to China market. During
the reporting period, revenue of this business segment was approximately
HK$469.3 million (for the six months ended 30 June 2018: HK$503.9 million),
representing a decrease of approximately 6.9% over the corresponding period
last year. Loss before income tax was approximately HK$45.7 million (for the six
months ended 30 June 2018: HK$68.8 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

Enterprise Cloud Services (Continued)
Business Review (Continued)

CE Dongli

With 20 years’ experience of being a service 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, with 5G network launching in the near future, CE Dongli
introduced the full network responsive portal product targeting optimization
of mobile internet experience. Hence, the number of potential users increased
while enhancing users’ experience. For industrial solutions, the launching of
foreign trading portal were well-received by the market. Number of foreign
trade customers increased by more than 1,200 within six months. For the smart
business aspect, CE Dongli launched “Youyi" (£ %) cloud product, providing
mobile mall and smart store digital services for customers in the retail service
industry. In addition to providing digitalization and operation solutions for
SMEs, CE Dongli also expands its major client base by providing more high-
end customers with a “MarTech” digitalization and smart operation flagship
service. Since the launching of high-end customized brand CE Ultimate (2 1
= 2£), it has provided digital operation services for more than 150 companies
that are Fortune Global 500 companies or 100 top companies in various
industries in China, enjoying a better competitiveness in various industries
including finance, real estate, medical and retail etc.. In the meantime, in the
process of meeting the complex digital needs of high-end customers, CE
Dongli has continued to build its product and service capabilities, perform
sampling and integration, and rely on the support of the product research
center, gradually forming specific products and industry solutions for different
industries and meeting the needs of customers at different stages, achieving
effective integration with small and medium business regarding marketing and
design service. For research of new products, CE Dongli is gradually forming a
development structure supported by the middle structure of business (3£ 7%
A). A flexible and feasible product and industry solution can be made
promptly according to the needs of different industry and customer of different
stage. Hence, the delivery efficiency of the product development is significantly
improved.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

Enterprise Cloud Services (Continued)
Business Review (Continued)

Xinnet

During the reporting period, Xinnet continued its cloud services such as laa$,
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 (EFS8ZE )", its self-
developed new generation cloud computing product, this business segment
continued to increase its investment in research and development, making
reservation with cloud technology, while optimizing and perfecting the
existing cloud business platform and operation platform, hence improving the
operational efficiency while bringing better experience to customers. On this
basis, Xinnet regard 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 the business segment considers that with the rapid
development of mobile internet and gradual establishment of a de-centralized
business model, enterprises in China will be facing a wave of digitalization
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 the enormous room for development. Going forward, this
segment will continue to improve its ground services capability by putting
users as its core, relying on the industry and making full use of the 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 (377 & ). Furthermore, this segment will also increase
its capital investment in the 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)
News Media Business
Business Review

There are two business divisions under the news media business, namely
"HKO1"” and “Duowei Media". During the reporting period, revenue of this
business segment was approximately HK$39.8 million (for the six months
ended 30 June 2018: HK$102.4 million), of which revenue from third parties
increased from approximately HK$20.9 million to approximately HK$39.8
million. Loss before income tax was approximately HK$209.1 million (for the six
months ended 30 June 2018: HK$180.5 million).

Based in Hong Kong, "HKO1" has more than 750 employees. It is a pioneer of
innovative media, aiming to create an internet lifestyle platform for Hong Kong
people, which is a new conception of combining internet with news media
business. During the reporting period, besides developing the news media
business, HKO1 also continued to increase its effort in developing charity
platform “01 heart (01/Lx&.)", running services platform “01 marathon (0175 }2)”
and food order and takeaway platform “eatojoy (e J£¥)". It also organized different
activities including debate competition, singing contest and martial arts expo
etc., with an aim to provide Hong Kong people with a more comprehensive
and quality internet service in all aspects based on news and information.

During the reporting period, active users of webpages and mobile applications
reached 2 million at the peak, and active users of mobile applications increased
by two times as compared with that of last year. In respect of views, the
average number of daily page views of the website and mobile applications of
HKO1 exceeded 10 million, which increased about two times as compared to
that in 2018. Page views reached approximately 23.50 million at peak. Number
of members increased to approximately 500,000, representing an increase of
about 3 times as compared to that in last year. With high quality news reports,
HKO1 achieved remarkable results by winning many news awards, including 4
US Telly Awards, an internationally recognised award and the Excellent
Journalism Award ({5 JE £ .37 [ £2)) by The Society of Publishers in Asia.

During the reporting period, we commenced the integration of the content
and editing business of "HK01" and “Duowei Media" to enhance synergy effect
and cost effectiveness. “Duowei Media” implements the concept of “data-
driven operation, operation-driven content”. During the reporting period,
Duowei Media webpage views reached 140 million. As of the end of June 2019,
the number of members of “Duowei Media" has reached 94,000, representing
an increase of more than 60% as compared with that of last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
News Media Business (Continued)
Prospects

"HKO1” strives to establish an internet lifestyle platform for Hong Kong people.

For the media aspect, we plan to improve the contents of social news,

entertainment news and lifestyle articles in the future, coupled with online and

offline promotion to reach wider audiences and obtain the leading position in

Hong Kong media. Moreover, we will launch the “—#3%T 3 " shopping guide

platform, * N N2 " travel service platform and emphasize on the development
= N\

of membership economy. We will also activate “01 points (01 #&43)" to path the
way for internet lifestyle platform and membership economy of “HKO1".

Innovative Business
Business Review

During the reporting period, revenue of this business segment was
approximately HK$166.5 million (for the six months ended 30 June 2018:
HKS$288.5 million) and loss before income tax was approximately HK$185.1
million (for the six months ended 30 June 2018: HK$363.5 million). The
decrease in revenue but improvement in profitability were due to the effective
execution of the innovative business restructuring initiated in November 2018.
Crabtree & Evelyn’s new focus on direct E-Commerce drove e-commerce
revenue to approximately HK$64 million, an increase of approximately 69% as
compared to corresponding period in 2018. Sales in Mainland China increased
to approximately HK$8.2 million, representing an increase of approximately
93% as compared to corresponding period in 2018.

Crabtree & Evelyn’s strategy is to transform from traditional retail to OMO
operating model, which is determined to pursue the OMO development path
starting from e-commerce. During the reporting period, Crabtree & Evelyn
completed its restructuring by successfully shedding all of its traditional retail
stores (over 150 stores in 8 countries), shifting its manufacturing and
distribution to third party providers and selling its Australian warehouse facility.
While traditional retail companies continue to struggle or close, Crabtree &
Evelyn is now ahead of the market in meeting the challenges of the current
and future business environment.

Crabtree & Evelyn will begin the launch of its new brand, business model, and
product portfolio in the second half of 2019, which are the result of two years
of research and development on innovative new products. All of these
products have been manufactured by third party partnerships, the first result of
a faster, more flexible, and lower cost global supply chain. A new global digital
platform with full e-commerce and social functionality will be introduced in 35
markets, with corresponding investment in internal teams and capabilities. The
new products will also be launched on online shopping malls via exclusive
arrangements with TMall global, Amazon, and Feelunique. Initial feedback from
both the new millennial consumer and retail partners has been extremely
positive.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Innovative Business (Continued)
Prospects

The relaunch of Crabtree & Evelyn in the second half of 2019 will inject new
vitality, new concept, new product and new model, presenting a new look to
our customers. We have prepared for this relaunch with the brand
communication, product portfolio, digital communication and distribution
model, and the transformation of the operating model along with business
restructuring required to attract more users to become loyal customers.

Financial Resources and Liquidity

The Group continued to adopt prudent funding and treasury policies. As at 30
June 2019, net assets attributable to the owners of the Company amounted to
approximately HK$5,606.2 million (31 December 2018: HK$6,199.8 million),
including cash and bank balances of approximately HK$12,907.8 million (31
December 2018: HK$8,297.6 million) which were mainly denominated in
Renminbi, Hong Kong dollars and United States dollars. As at 30 June 2019, the
Group's aggregate borrowings were approximately HK$20,218.9 million (31
December 2018: HK$19,959.8 million), of which approximately HK$9,736.1
million (31 December 2018: HK$11,759.1 million) were bearing interest at fixed
rates while approximately HK$10,482.8 million (31 December 2018: HK$8,200.7
million) were at floating rates. The Group has partially managed interest rate
risk through interest rate swap.

As at 30 June 2019, the gearing ratio of the Group, which is calculated as the
net debt divided by the adjusted capital plus net debt was approximately
54.15% (31 December 2018: 62.64%).

As at 30 June 2019, the capital commitment of the Group was approximately
HK$548.5 million (31 December 2018: HK$263.6 million), of which
approximately HK$3.0 million would be used for the renovation of the owned
properties, approximately HK$53.7 million would be used as capital
expenditures for the expansion of its cinema business, approximately HK$491.8
million would be used for property development.

As at 30 June 2019, the Group's contingent liabilities were approximately
HK$20.7 million in connection with the guarantees given to secure credit
facilities of an associate (31 December 2018: HK$20.4 million). Details are set
out in note 22 to the condensed consolidated interim financial statements.

As at 30 June 2019, certain right-of-use assets, 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$14,383.9 million (31 December 2018: HK$11,997.2
million) were pledged to secure the credit facilities granted to the Group. In
addition, trading securities with a carrying value of approximately HK$200,000
(31 December 2018: HK$200,000) and certain shares of several subsidiaries of
the Company were pledged and bank accounts were charged for securing the
Group's credit facilities. Details are set out in note 23 to the condensed
consolidated interim financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Financial Resources and Liquidity (Continued)

Details of the bank and other borrowings and financing of the Group are set
out in notes 17 and 19 to the condensed consolidated interim financial
statements.

Exposure to Fluctuation in Exchange Rates

The Group operated mainly in the PRC, and its operating expenses and
revenue were primarily denominated and settled in Renminbi. The Group
adopted Hong Kong dollars as its reporting currency, and the reported assets,
liabilities and results may be affected by Renminbi exchange rate. As the
majority of the Group’s borrowings were primarily denominated in US dollars
and Renminbi, it was exposed to foreign exchange risk. The Group has partially
managed such risk through cross currency swap. The Group will keep
reviewing and monitoring the fluctuation in exchange rates between relevant
currencies and consider using foreign exchange hedging instruments from
time to time to minimize the risk exposure arising from changes in exchange
rates. The Group will also proactively choose the type of currency for assets and
liabilities based on its prejudgment of currency trend under practicable
circumstances.

Employee 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
2019, the Group had approximately 20,081 employees (30 June 2018: 22,496
employees). The total salaries of and allowances for employees for the six
months ended 30 June 2019 were approximately HK$1,074.7 million (for the six
months ended 30 June 2018: HK$1,216.5 million).

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

Events After Reporting Date

Save as disclosed in note 27 to the condensed consolidated interim financial
statements of this report, there was no other significant event after the
reporting date up to the date of this report.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS & =5 A R 43 Bz #H i I o3 2 M 25
IN SHARES AND UNDERLYING SHARES R s

As at 30 June 2019, the interests and short positions of the directors and chief ~ #2019% 6 308 ' ARG EERESTHRAR
executive of the Company in shares, underlying shares and debentures of the  RAQ G s A A EE(TERESA MRS
Company or any of its associated corporations (within the meaning of Part XV {&l ([ &% R EI S 601 1) B xvED) 2 k% - 87
of the Securities and Futures Ordinance (the “SFO") as recorded in the register & 1p RfEH T - BEA LR IEIEE S L EE1E5
required to be kept under Section 352 of the SFO or as otherwise notified to £ 352 {&BF & 2 B M sk B R & 48 B
the Company and the Hong Kong Stock Exchange pursuant to the Model Code  $ 10 &l E T 85717 AE B ITEE R 5 HIEXEF
for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as Bl ([1Z2e=FAI| |) LAE b 75 2 A€ AN T & &5 B

set out in Appendix 10 to the Listing Rules were as follows: R Z HEmFOKB T ¢
The Company b. 3/ |
Long and short positions in shares in issue REBRITROZIFERKE

Yu Pun Hoi ("Mr. Yu") Corporate interest 40,673,177,261(L) 59.25% 1
Taa(FEEl) NGIL: 3 9,734,516,130(5) 14.18% 2

Notes: Hat -

1. These 40,673,177,261 shares were collectively held by Rosewood Assets Ltd, Pippen 1. 2540673177261 RIRGO DRI TREFBE S
Limited, Staverley Assets Limited, First Best Assets Limited and Unicorn Assets Group BRANARAMZERERADNEE2EEEN
Limited companies indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, Rosewood Assets Ltd. * Pippen Limited ~ Staverley
a company wholly owned by Mr. Yu. Assets Limited ~ First Best Assets Limited 2 Unicorn

Assets Group Limited 2 F#5 4 ©
2. These 9,734,516,130 shares were charged by Pippen Limited, a company indirectly 2. 259734516130 RN BT EEBRELER
wholly owned by Mr. Yu through Dadi Holdings Limited, a company wholly owned by BEHRRAAMERBEEATNMEZEEGN
Mr. Yu. Pippen Limited K38 o

3. (L) denotes long position and (S) denotes short position. 3. LILFRE - MO AR °
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES (continvea)

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 2019, 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

55 1 B 7 B H BRI £y 2 HE 2
FRA )

FEEEE

W EMETH T - FRERARRIRREAE LATE
FIFTEBB =D — 2R - At » FRERER
BRARNRAEEE(EERBFRBEKNE
XVER) Z BRI E B - REEERDNES
BEXET BT - RIS RIS EHEXVES - 48
BARBZBEEE - R2019F6 4308 - AR
RIEER P B 2D RABRGD T EE 2 &
BT :

RS
HERTRHZHR

Mr. Yu Corporate interest 12,838,585,316(L) 59.11% 1
Tt NGIE
Notes: Bt -

1. These 12,838,585,316 shares were collectively held by Goalrise Investments Limited,
View Power Investments Limited and Wise Advance Investments Limited, all of which
are wholly-owned subsidiaries of the Company. Mr. Yu was taken to be interested in
these shares by virtue of his controlling interests in shares of the Company.

2. (L) denotes long position.

Save as disclosed above, as at 30 June 2019, none of the directors nor chief
executive of the Company had any interests or short positions in shares,
underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Hong Kong Stock Exchange pursuant to the
Model Code as set out in Appendix 10 to the Listing Rules.

1. %5 12,838,585,316 RAR 1D 7 Bl AR A A) 2 2 & i
B 7~ 7] Goalrise Investments Limited * View Power
Investments Limited }&z Wise Advance Investments
Limited B #E o FERERARKRR ARG FHEE
A= MR ARZERD R AR o

2. LEFE-

M E SR EEE SN - 7 2019F 6 5308 - AAFA
BEEREETTHRABBERAR B 5 E (A A5
FE(TERBFRBEHROEXVE) 2D
RN KESFT BECHENREES RS
GBI 32K BFE 2 B MA kB RIE LR
AR 8% 10 Frak 2 2257 Al A B Ath 75 VAN A A A
NEBYZCEmIORE ©



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.

Since the adoption of the Scheme and during the six months ended 30 June
2019, no share options have been granted under the Scheme by the Company.
No share options were granted, exercised, cancelled or lapsed by the Company
under the Scheme during the six months ended 30 June 2019 and there were
no outstanding share options under the Scheme as at 30 June 2019 and up to
the date of this report.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS

As at 30 June 2019, 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:
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Dadi Holdings Limited Corporate interest

R ERARA T NG

Rosewood Assets Ltd. Beneficial interest
Bagn

Pippen Limited Beneficial interest
Bagn

Staverley Assets Limited Beneficial interest
BiEn

First Best Assets Limited Beneficial interest
Bagn

Kung Ai Ming Corporate interest

B NEER

Yu Ben Hei Corporate interest

FARE DA

Macro Resources Ltd. Beneficial interest
Bagn

Lim Siew Choon Corporate interest

MNE REIER

Empire Gate Industrial Limited

Beneficial interest
Bt

40,673,177,261 (L) 59.25% 1
9,734,516,130 () 14.18% 4
8,041,150,210 (L) 11.71% 1

14,830,245,497 (L) 21.60% 1
9,734,516,130 () 14.18%
4,893,197,974 (L) 7.12% 1
9,544,736,998 (L) 13.90% 1
6,530,443,498 (L) 9.51% 2&5
6,461,043,498 (L) 941% 285
4,361,043,498 (L) 6.35% 28&5

5,514,986,997 (L) 8.03%

5,514,986,997 (L) 8.03%
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS (Continued)

TG 2 WEAE Bk B ()

Central Huijin Investment Ltd.

China Construction Bank Corporation

Notes:

Security interest
gt o
Corporate interest
NGl 5
Security interest
gt S

Corporate interest
NG

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 9,734,516,130 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.

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.

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.

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

Save as disclosed above, as at 30 June 2019, 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.

7,060,000,000 (L) 10.29% 6
63,091,482 (L) 0.09% 6
7,060,000,000 (L) 10.29% 6
63,091,482 (L) 0.09% 6
Mzt

1. Rosewood Assets Ltd. * Pippen Limited * Staverley
Assets Limited ~ First Best Assets Limited & Unicorn
Assets Group Limited & TR AR EZEEE 2 A
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FZERRZBROEEN EXRERARTREZ
NERE
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Macro Resources Ltd. & K Resources Group Limited
S0%HE 7 o 52 F A Al 9 Bl 7R4,361,043,498 K
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& # B 2 A A)Redmap Resources Limited # &
69,400,000 IR F& 17 2 # 2

3. Empire Gate Industrial Limited &M/ N&EREZ 2 E
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4, 259734516130 RBRME FAEFERELSD
ERRARARMERBERAGFMELZERE
Pippen Limited K3/ ©
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RBAMGRRRREBERFT - MRERRAR
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]

&
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=

6. 7 £7,12309148208% B& 17 A Central Huijin
Investment Ltd.i 8 China Construction Bank
Corporation »~ CCB International Group Holdings
Limited » CCB Financial Holdings Limited + CCB
International (Holdings) Limited 5 CCB International
Overseas Limited #4548 ©
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

As referred to in the Company’s announcement dated 17 May 2018, Top Yield
Ventures Limited (a wholly-owned subsidiary of the Company) (“Top Yield")
issued the US$120,000,000 guaranteed senior notes ("2018 Notes”) that bear
interest at 9.75% per annum due 2019, which was listed on the Hong Kong
Stock Exchange. Top Yield has fully repaid the principal amount of the
outstanding 2018 Notes together with the accrued interest upon its maturity
on 23 May 2019.

Saved 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 2019.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six
months ended 30 June 2019 (for the six months ended 30 June 2018: Nil).

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the Corporate
Governance Code and Corporate Governance Report as set out in Appendix 14
to the Listing Rules throughout the six months ended 30 June 2019.

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
2018 Annual Report were as follows:

Mr. Lung King Cheong, has retired as a non-executive director of the Company,
with effect from the conclusion of the annual general meeting of the Company
on 30 May 2019.

The changes in the information of the Directors since the date of the
Company's 2018 Annual Report were as follows:

Mr. Ho Yeung Nang, an independent non-executive director of the Company,
has been appointed as an independent non-executive director of Sino-i in May
2019.

Mr. Xiao Sui Ning, an independent non-executive director of the Company,
retired as an independent non-executive director of Haitong Securities Co., Ltd.
(listed on the Hong Kong Stock Exchange, stock code: 6837) in June 2019.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules. Specific enquiries have been made to all the directors and the
directors have confirmed that they have complied with the Model Code as set
out in Appendix 10 to the Listing Rules throughout the six months ended 30
June 2019.

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
2019, 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 2019
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