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CORPORATE INFORMATION

The information of the Company as at the date of this report was as follows:

Directors
Executive Directors

Mr. YU Pun Hoi (Chairman)
Ms. LIU Rong (Chief Executive Officer)

Non-executive Director

Mr. LAM Bing Kwan

Independent Non-executive Directors
Mr. LAU Yip Leung

Mr. XIAO Sui Ning

Mr. HO Yeung Nang

Company Secretary

Ms. Jay Shree Aggarwal

Auditor

BDO Limited
Certified Public Accountants
Hong Kong

Principal Place of Business in Hong Kong

12/F., The Octagon
No. 6 Sha Tsui Road
Tsuen Wan

New Territories
Hong Kong

Registered Office

Victoria Place, 5th Floor
31 Victoria Street
Hamilton HM10
Bermuda

Principal Registrar

MUFG Fund Services (Bermuda) Limited
4th Floor

North Cedar House

41 Cedar Avenue

Hamilton HM 12

Bermuda

RARERH - ARARZERAT -

EE

HITEE
TomERE(EE)
Bt (TTHABEL)

FHTEE
MRELRLE

BUYFHITEE
BEREE
& aE A

LEWE
Jay Shree Aggarwal Z &

B BED

BRI GERERGAMEBRERAQR
HEGRTED

B

EEEEEEME
&5

R

&

Y UEE 6 5%
RERIKPL12E

EMNER

Victoria Place, 5th Floor
31 Victoria Street
Hamilton HM10
Bermuda

TERDBFEBRLE

MUFG Fund Services (Bermuda) Limited
4th Floor

North Cedar House

41 Cedar Avenue

Hamilton HM 12

Bermuda



Nan Hai Corporation Limited EEZERERAF

CORPORATE INFORMATION (continuea)
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CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 June 2020

GRS s

HZE2020F6 A30H1EEA

2020
HK$'000
FET
(Unaudited)
(RE=TERZ)
Revenue g 7(a) 6,094,908 5,607,886
Cost of sales and services provided $HE NI MRS 2 AR (2,969,073) (2,504,311)
Gross profit FEH 3,125,835 3,103,575
Other operating income HAbALZ A 7(b) 348,309 285,531
Selling and marketing expenses HE RMiHERS (641,457) (1,225,988)
Administrative expenses THAX (312,941) (534,967)
Other operating expenses Hh & EMx (1,150,755) (956,129)
Provision for impairment of goodwill R ERE 15 (926,988) -
Finance costs BhE A 8 (576,201) (765,229)
Gain on fair value change on financial liabilities BARBENERRKRERRE
at fair value through profit or loss (“FVTPL") ([BEAABEERERE
BEzEMEEZ
NRBEZEZ W 2,569 23,551
Expected credit losses (“ECLS") on financial assets &R EZE 2 TBE{E BB
([FEHREERE D) (125,137) (19,369)
Share of results of associates e /NI E (3,715) (14,105)
Share of results of joint ventures EIEEahEEEA (2,283) (511)
(Loss)/Gain on fair value change on KREWENRBEED
investment properties (E518), W= 14 (18,363) 1,428,853
(Loss)/Profit before income tax 8%t AT (B1]), &Rl 9 (281,127) 1,325,212
Income tax expense FriSfim = 10 (1,219,676) (1,315,959)
(Loss)/Profit for the period B (E8),RmF (1,500,803) 9,253
(Loss)/Profit for the period attributable to: I ALEEHR (EE)
Ve vk
Owners of the Company VIN/NCIEZ PN (1,310,581) 90,956
Non-controlling interests FEIERR (190,222) (81,703)
(1,500,803) 9,253
HK cent HK cent
AL AL
(Loss)/Earnings per share for (loss)/profit HRARQTEES AEMN
attributable to the owners of the Company (B8, BAzER
during the period (BR]) &F
— Basic — &K 12(a) (1.91) 0.13
— Diluted — s 12(b) (1.91) 0.13
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CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

For the six months ended 30 June 2020

ERFEE 2 HENERER

HZE2020F 6 A30 8 1E73E A

2020
HK$’000
THT
(Unaudited)
(REEX)
(Loss)/Profit for the period R (&18),wA (1,500,803) 9,253
Other comprehensive income, including Htt2mEKE  SFEEREAR
reclassification adjustments
Item that will not be reclassified subsequently to RGBT eEN P HEEEmk2ER -
profit or loss:
Fair value change on financial assets at fair value BARBERAEME KRR
through other comprehensive income (MRAREBENEMEZEKEERE])
("FVOCI"), net of tax ZEMEEZANBEED
(NERTIR) (13,677) 37,267
Items that may be reclassified subsequently to HEngeEN DB EmR A -
profit or loss:
Exchange loss on translation of financial BREGINEB BT ELEE
statements of foreign operations (258,420) (23,094)
Exchange loss on translation of financial BEGINGEE N R SRR 2 TE K 1R
statements of foreign associates (7,267) (186)
Exchange loss on translation of financial BERINEEDEYERRZIERERE
statements of foreign joint ventures (84) 9)
Other comprehensive income for the period, HAEMEZENE  BEEFI/EAR
including reclassification adjustments (279,448) 13,978
Total comprehensive income for the period HAazEb=ARE (1,780,251) 23,231
Total comprehensive income attributableto: LT A TG ENSELE
Owners of the Company NATEB A (1,588,506) 112,366
Non-controlling interests FEEIRE (191,745) (89,135)
(1,780,251) 23,231




CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at 30 June 2020
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720209 6 A30H

B AR & B AR B 2R

30 June
2020
2020 F
6 H30H

HK$’000
FET
(Unaudited)
(REER)

ASSETS AND LIABILITIES BEERER
Non-current assets IRBEE
Property, plant and equipment ME - BE KRB 13 8,197,099 9,382,329
Investment properties WA 14 4,688,540 4,787,476
Interests in associates REE R A2 94,506 102,401
Interests in joint ventures REEhE s 26,131 28,498
Amounts due from related parties FE UL B Rt 5 7RIE 25(b) 443,790 165,959
Financial assets at FVOC| RARBEREMEEKE

BRIBZTREE 213,028 226,705
Long term trade receivables REIEWE 5508 16 202 1,079
Deposits, prepayments and other receivables & - B ZREREAER

RIB 561,225 587,011
Intangible assets B EE 15 5,371,073 6,419,076
Deferred tax assets FEEFRIBEE 1,501,489 1,338,789
Pledged and restricted bank deposits B R Z R HIRITER 4,622,125 2,647,222

25,719,208 25,686,545

Current assets RENEE
Inventories FE 9,617,658 11,913,722
Financial assets at FVTPL BARBERERREE 2

TRIEE 3,290 6,560
Trade receivables FEURE 5 5E 16 414,077 486,166
Deposits, prepayments and other receivables %o~ ENREREMER

RI8 3,256,134 3,413,220
Amounts due from associates i NCIE ] 27,529 24,426
Amounts due from joint ventures U A E P ERIE 865 836
Amounts due from related parties JE Uk B8 B 7y 7k e 25(b) 1,679 279,749
Pledged and restricted bank deposits B R ZREIRITER 4,873,224 8,330,343
Cash and cash equivalents RekERBELIER 3,411,593 743,055

21,606,049 25,198,077




Nan Hai Corporation Limited FESiERERA A

CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (continuea)

R4S MR RIRE @)

As at 30 June 2020 20205 6 H30H
30 June
2020
2020
6 H30H
HK$’000
FET
(Unaudited)
(REEZR)
ASSETS AND LIABILITIES EEREE
Current liabilities REBEE
Trade payables ENE SE 17 3,022,446 3,132,872
Other payables and accruals Hibh R RIERESEA 2,334,874 1,682,158
Contract liabilities EHBE 7(a) 5,229,506 9,411,830
Provision for tax TIE B 5,892,858 4,652,025
Amount due to a director R—ZEERBRIA 21,575 12,552
Amounts due to associates REGEL N T FRIE 5,587 5,180
Amounts due to related parties R E8H 5 R IE 25(b) 164,747 232,104
Other employee benefits Efbig E1EF| 37,309 28,451
Bank and other borrowings RITREMBEE 18 10,453,400 15,173,454
Lease liabilities HEAE 19 776,007 439,400
27,938,309 34,770,026
Net current liabilities REBEEFE (6,332,260) (9,571,949
Total assets less current liabilities EEAERRBERS 19,386,948 16,114,596
Non-current liabilities kFRBEE
Long term trade payables RHEENE HHIE 17 - 212
Other employee benefits HiEEEA 25,991 36,508
Bank and other borrowings RITREMEE 18 9,432,538 3,679,580
Lease liabilities HEBE 19 5,073,294 5,607,441
Provision for warranty RGBS 2,334 2,575
Financial liabilities at FVTPL BARBERERERERE Y
TRBE = 2,569
Deferred tax liabilities BEEFIEEE 1,337,646 1,491,382
15,871,803 10,820,267
Net assets EEFE 3,515,145 5,294,329
EQUITY s
Share capital &N 20 686,455 686,455
Reserves s 2,422,106 4,009,545
Equity attributable to the Company’s owners  Z<A T)#H A FE(S 25 3,108,561 4,696,000
Non-controlling interests FEERER 406,584 598,329
Total equity BT 3,515,145 5,294,329




CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

For the six months ended 30 June 2020
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FHRGERERERK

HZE2020F 6 A30 8 1E73E A

2020
HK$’000
FET
(Unaudited)
(REEERK)
Cash flows from operating activities RETBHHERE
Net cash generated from operating activities AR T B {2 R 968,838 5,618,478
Cash flows from investing activities RETH2HERE
Payments to acquire intangible assets BEEREEE N (78,879) (1,329)
Payments to acquire property, plant and BEREAEEENZ2DE BER
equipment other than right-of-use assets B A E N (3,605) (253,016)
Proceeds from sales of financial assets at FVTPL HERARBENERRREE &/
BEMSHIA 376 92,731
Increase in long term deposits, other receivables RHZe - HapElsE kel
and amounts due from related parties A B 5 TRIEE AN (12,387) (29,433)
Decrease/(Increase) in pledged and restricted AR RZREIRITFER
bank deposits B ($Eh0) 1,261,772 (5,315,291)
Interest received =Rl &IPS 93,750 66,798
Payments of guarantee deposits Y RFRE (5,472) (4,439)
Proceeds from disposal of property, BEWE  BENZENSRE
plant and equipment = 34,734
Net cash generated from/(used in) investing activities — 1R & FEBIFTS (BT ) B2 F5E 1,255,555 (5,409,245)
Cash flows from financing activities RETBHZRERE
Proceeds from bank and other borrowings HRITREAMEEMERIA 7,120,903 2,441,707
Repayments of bank and other borrowings BERITREMEE (5,977,923) (2,152,694)
Repayments of capital element of lease liabilities BEHSaERSHY (19,091) (165,491)
Repayments of interest element of lease liabilities ~ {EEAE B EF EZBH (134,384) (258,862)
Interest paid ERFE (507,806) (614,912)
Advance from/(Repayment to) a director RE—REBF 28N
(M—REBFER) 9,332 (43,730)
Net cash generated from/(used in) financing activities gt & Z B2~ (BT /) 3B < F58 491,031 (793,982)
Net increase/(decrease) in cash and BekERRSEA M
cash equivalents CR) 558 2,715,424 (584,749)
Cash and cash equivalents at 1 January RITATBZRERERIAEER 743,055 1,334,598
Effect of foreign exchange rate changes, INESPE RSB AT v &
on cash held (46,886) (23,561)
Cash and cash equivalents at 30 June R6A30AZRERERRELIER 3,411,593 726,288
Analysis of the balances of cash and RERERRSEAEHRDN
cash equivalents
Cash at banks and in hand RITLEFRE 3,411,593 726,288




Nan Hai Corporation Limited FBZERERAF

CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the six months ended 30 June 2020

RS ERRER

HZE2020F 6 A30 8 1E73E A

Equity attributable to the Company’s owners

ARRESAELER
Share-
based Non-
Share Share Capital General FVOCI payments Exchange Retained controlling Total
capital  premium reserve reserve reserve reserve reserve profits Total interests equity
BAAEE
REMZE
KRRE MR
RE  ROEE EARE —REE 2R Xz EifRE REER BE FERER
(note 20)
(M=t 20)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TER TER TR TR TR TR
At 1 January 2019 201951 A18
(audited) (Z&1) 686,455 1 2448044 202454 3256 178 118128 2741237 6199763 755576 6955339
Effect on adoption of HKFRS 16 A B BB 5 %8|
Fl6H TR - - - - - - (604006)  (604006)  (82438)  (686444)
At 1 January 2019 (restated) R2019F1 A1A(RER) 686455 11 2448044 202,454 3,256 178 118128 2137231 5,595,757 673,138 6268895
Profit/(Loss) for the period BRI/ (BH) - - - - - - - 90956 90956 (81,703) 9253
Other comprehensive income  Efth 2 FEMREE - - - 37,267 - (15857) - 21410 (7432) 13978
Total comprehensive income BAEANGLEE
for the period - - - - 37207 - (15857) 90,956 112,366 (89,135) 23231
Transfer to general reserve BA—REE - - - 704 - - - (704) - - -
Share-based payments expense  BARR{A 3 i 2 B - - - - - 1067 - - 1,067 - 1067
Dividends relating to 2018 WI8E RS
(note 11) (MzE11) - - - - - - (10298)  (10298) -
At30 June 2019 201966 4308
(unaudited) (REER) 686455 1 2448044 203,158 40523 1245 102271 2024515 5606222 584003
At 1January 2020 R202051 818
(audited) (&%) 686,455 11 2,403,004 264,551 43,333 2313 (114,418) 1,410,751 4,696,000 598,329
Loss for the period BrkE = = = - - - (1,310,581) (1,310,581)  (190,222)
Other comprehensiveincome  Eft2E % - - - (13,677) - (264,248) - (277,925) (1,523)
Total comprehensiveincome RN 2 KFH B
for the period - - - (13,677) - (264,248) (1,310,581) (1,588,506)  (191,745)
Transfer to general reserve BEA—REE - - 69,326 - - - (69,326) - -
Share-based payments expense SRR ST 2 Bt - - - - 1,067 - - 1,067 -
At 30 June 2020 1202056 A30 B
(unaudited) (REEH) 686,455 11 2,403,004 333877 29,656 3380 (378,666) 30,844 3,108,561 406,584




NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2020

1.

GENERAL INFORMATION

Nan Hai Corporation Limited (the "Company”) is a limited liability
company incorporated in Bermuda. The address of the Company’s
registered office is Victoria Place, 5th Floor, 31 Victoria Street, Hamilton
HM10, Bermuda, and its principal place of business is 12/F., The Octagon,
No. 6 Sha Tsui Road, Tsuen Wan, New Territories, Hong Kong. The
Company's shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Hong Kong Stock Exchange”).

The Company and its subsidiaries (the “Group”) are principally engaged
in culture and media services, property development, enterprise cloud
services, news media business and innovative business.

As at 30 June 2020, the directors of the Company consider the ultimate
holding company to be Dadi Holdings Limited, a limited liability
company incorporated in Hong Kong.

BASIS OF PREPARATION

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 are
unaudited, but have been reviewed by the audit committee of the
Company and approved and authorised for issue by the board of
directors (the “Board”) on 26 August 2020.

These condensed consolidated interim financial statements have been
prepared with the same accounting policies adopted in the 2019 annual
financial statements, except for the amendment to HKFRS 16: Covid-19-
Related Rent Concessions, which were early adopted before its effective
date, and the amendments to HKFRS 3: Definition of a Business. Details
of changes in accounting policies, and their effect on these condensed
consolidated interim financial statements, are set out in note 4.

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 these condensed consolidated interim financial
statements and their effect are disclosed in note 5.
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B4R & T B A A SRR MY

HZE2020F 6 A30 8 1E73E A
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Nan Hai Corporation Limited EEZERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

2.

BASIS OF PREPARATION (continuea)

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 2019 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 Hong Kong Financial
Reporting Standards (“HKFRSs”) and should be read in conjunction with
the 2019 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$6,332,260,000 as at 30 June 2020 (31 December 2019:
HKS$9,571,949,000). The Board considers that the Group will have
sufficient resources to satisfy its future working capital and other
financing requirements in the next twelve months based on that the
Group is in the progress of renewing or replacing certain bank and other
borrowings which will be due in the next twelve months, and that with
certain right-of-use assets, buildings, other property, plant and
equipment, properties under development and completed properties
held for sale, investment properties, financial assets at FVOCI and
pledged bank deposits amounting to approximately HK$15,793,460,000
(31 December 2019: HK$15,083,273,000) in total being pledged for
existing credit facilities, the Board considers 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.

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

SIGNIFICANT CHANGES

The World Health Organisation declared coronavirus and COVID-19 a
global health emergency on 30 January 2020. Since then, the Group has
experienced significant disruption to its operations in the following
respects:

3.

Interruptions to property development and cinema operations
provided by the Group; and

Uncertainty concerning when government lockdowns will be
lifted, social distancing requirements will be eased and the
potential long-term effects of the pandemic on the demand for
the Group's primary products, if any.

The significant events and transactions that have occurred since 31
December 2019 relate to the effects of the global pandemic on the
Group's condensed consolidated interim financial statements for the six
months ended 30 June 2020 and are summarised as follows:

(a)

Decrease in sales and cash flows, and impairment of
goodwill

As disclosed in note 7, the Group's cinema ticketing income have
experienced significant reductions since the pandemic’s effects
became widespread. The Group considered the reduced revenue
and reductions in budgeted revenue as indicators of impairment,
and therefore determined the recoverable amount for all of its
cash-generating units ("CGUs"). The recoverable amount is the
higher of fair value less costs of disposal and value in use. Value in
use was higher in all cases due to the nature of the assets included
in the carrying amount of CGUs.

Groups of CGUs that were tested for impairment are summarised
as follows:

—  Property development

—  Culture and media services

— Innovative business

—  Enterprise cloud services

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

3. SIGNIFICANT CHANGES (continuea)

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

3. EXE®FH»

(a) Decrease in sales and cash flows, and impairment of (a) SHERRSFRERY  LEmE
goodwill (Continued) wiE (&)
Recoverable amount exceeded the carrying amount in the BEEIRSRE  TkEeEBH
property development and enterprise cloud services CGUs based EWERZEICEERGREELEE
on forecast cash flows, but it did not for the culture and media R BREE - WA S B S
services CGU and innovative business CGU. The impairment BRERSELESBMN LA ESHERSE
assessments are disclosed in note 15. EBMRERTAE  REFHRKIES

B o
(b) Rent concessions received from lessors (b) REHEAZHEEE

Due to government policy, the Group had to suspend its cinema
operations since 24 January 2020. The reopen schedule is subject
to the development of COVID-19 and the People’s Republic of
China ("PRC") government policy, and the suspension has been
released on 20 July 2020. The Group has resumed its cinema
operations by stages since then.

The Group has received numerous forms of rent concessions from
lessors due to being unable to operate for significant periods of
time, including:

—  Rent forgiveness (e.g. reductions in rent contractually due
under the terms of lease agreements); and

—  Deferrals of rent (e.g. payment of January—February rent on
an amortised basis from July 2020-March 2021).

As disclosed in note 4, the Group has elected to apply the practical
expedient introduced by the amendment to HKFRS 16 to all rent
concessions that satisfy the criteria. Substantially all of the rent
concessions entered into during the six months ended 30 June
2020 satisfy the criteria to apply the practical expedient.

The application of the practical expedient has resulted in the
reduction of total lease liabilities of approximately HK$5,002,000.
The effect of this reduction has been recorded in profit or loss in
the period in which the event or condition that triggers those
payments occurs.

The Group has engaged in further negotiations with lessors
subsequent to 30 June 2020.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

3. SIGNIFICANT CHANGES (continuea)

(c)

(d)

Government grants

The Group applied for various government support programs
introduced in response to the global pandemic.

Included in profit or loss is approximately HK$1,586,000 of Hong
Kong government grants obtained relating to supporting the
payroll of the Group's employees. The Group had to commit to
spending the assistance on payroll expenses, and not reduce
employee head count below prescribed levels for a specified
period of time. Also, the Group has received approximately
HK$6,405,000 from the PRC government to subsidy its cinema
operations. The Group has elected to present these government
grants separately, rather than reducing the related expenses. The
Group does not have any unfulfilled obligations relating to these
programs.

ECLs

The Group makes estimates of ECLs attributable to account
receivables arising from sales to customers on credit terms,
including the incorporation of forward-looking information to
supplement historical credit loss rates. The economic downturn
and uncertainties that have arisen as a result of COVID-19 have
made these estimates more judgemental, which the Group has
taken into account in its determination of applicable ECLs.

4, CHANGES IN HKFRSs

The Group has applied the same accounting policies in these condensed

consolidated interim financial statements as in its 2019 annual
consolidated financial statements, except that it has adopted the
following amendments to HKFRSs:

Amendments to HKFRS 3: Definition of a Business, which is first
effective for the current accounting period; and

Amendment to HKFRS 16: Covid-19-Related Rent Concessions,
which is not yet effective for the current accounting period but
early adopted by the Group.
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Nan Hai Corporation Limited EEZERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

4,

CHANGES IN HKFRSS (continueq)

Amendments to HKFRS 3: Definition of a Business

The amendments clarify the definition of a business and introduce an
optional concentration test that permits a simplified assessment of
whether an acquired set of activities and assets is not a business. The
election to apply the concentration test is made for each transaction.
The concentration test is met if substantially all of the fair value of the
gross assets acquired is concentrated in a single identifiable asset or
group of similar identifiable assets. If the concentration test is met, the
set of activities and assets is determined not to be a business. If the
concentration test is failed, the acquired set of activities and assets is
further assessed based on the elements of a business.

Amendment to HKFRS 16: Covid-19-Related Rent
Concessions

Effective on 1 June 2020, HKFRS 16 was amended to provide a practical
expedient for lessees accounting for rent concessions that arise as a
direct consequence of the COVID-19 pandemic and satisfy the following
criteria:

(@)  The change in lease payments results in revised consideration for
the lease that is substantially the same as, or less than, the
consideration for the lease immediately preceding the change;

(b)  The reduction in lease payments affects only payments originally
due on or before 30 June 2021; and

(c)  There is no substantive change to other terms and conditions of
the lease.

Rent concessions that satisfy these criteria may be accounted for in
accordance with the practical expedient, which means the lessee does
not need to assess whether the rent concession meets the definition of a
lease modification. Lessees apply other requirements in HKFRS 16 in
accounting for the concession.

The Group has elected to early adopt the amendment and applies the
practical expedient to all qualifying Covid-19-Related rent concessions
granted to the Group during the interim reporting period. Consequently,
rent concessions received have been accounted for as negative variable
lease payments recognised in profit or loss in the period in which the
event or condition that triggers those payments occurred (see note 9(a)).
There is no impact on the opening balance of equity as at 1 January
2020.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

4,

CHANGES IN HKFRSS (continueq)

Amendment to HKFRS 16: Covid-19-Related Rent
Concessions (Continued)

Accounting for the rent concessions as lease modifications would have
resulted in the Group remeasuring the lease liability to reflect the revised
consideration using a revised discount rate, with the effect of the change
in the lease liability recorded against the right-of-use asset. By applying
the practical expedient, the Group is not required to determine a revised
discount rate and the effect of the change in the lease liability is reflected
in profit or loss in the period in which the event or condition that triggers
the rent concession occurs. The effect of applying the practical
expedient is disclosed in note 3(b).

Conceptual Framework for Financial Reporting (Revised)

The revised Framework is not a Standard nor an Accounting Guideline. It
does not override any Standard, any requirement in a Standard or
Accounting Guideline. The revised Framework includes: new chapters on
measurement and reporting financial performance; new guidance on
derecognition of assets and liabilities; updated definitions of asset and
liability; and clarifications in the roles of stewardship, prudence and
measurement uncertainty in financial reporting.

Except for the impact of the amendment to HKFRS 16: Covid-19-Related
Rent Concessions mentioned in note 4, the adoption of these
amendments has no material impact on these condensed consolidated
interim financial statements.

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 2019.

However, as disclosed in note 3, the effects of COVID-19 have required
significant judgements and estimates to be made, including:

(@) Whether rent concessions satisfy the criteria to be accounted for
using the practical expedient introduced by the amendment to
HKFRS 16;

(b)  Assessing whether the entity has reasonable assurance as to
whether it will comply with the conditions attached to
government grants;
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16 Nan Hai Corporation Limited EEZERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

5. USE OF JUDGEMENTS AND ESTIMATES (continued)

(0 Calculating the recoverable amount for CGUs that exhibit
indicators of impairment as at the period end, and determining
the amount of goodwill impairment attributable to the CGUs; and

(d)  Determining which information obtained subsequent to period
end provides evidence of conditions that existed as at the end of
the reporting period (“adjusting events after the reporting period”)
and which do not (“non-adjusting events after the reporting
period”).

Additionally, while the changes in the following estimates and
judgements have not had a material impact on the Group, the effects of
COVID-19 have required revisions to:

(@)  Determining the net realisable value of inventory that has become
slow moving due to the effects of COVID-19;

(b)  Estimates of customer returns and the determination of the
Group's methodology for estimating the transaction price for sales
subject to rights of return;

(c)  Estimates of ECLs attributable to accounts receivable arising from
sales to customers on credit terms, including the incorporation of
forward-looking information to supplement historical credit loss
rates;

(d)  The methodology used to estimate the fair value of equity
instruments classified as level 3 in the fair value hierarchy, as their
valuation techniques incorporate significant unobservable inputs;
and
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

5. USE OF JUDGEMENTS AND ESTIMATES (continued)

SRS E P KRR MET @
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5. HETRMHFTZER

(e)  Assessment of the Group's ability to continue as a going concern. € FHARKEFELENES - BEB
Although the Group has experienced downturns in several W$Elyfl’\*BT/ﬁ HEF LA
segments during the period, the directors do not consider that REAEFEEATHETHEARER KK

there are material uncertainties that cast doubt on the Group's
going concern status over the course of the next twelve months.
This judgement was made with consideration of the Group's
liquidity position, given the underlying strength of the statement
of financial position, the maturity dates of existing borrowings and
the absence of covenants over such borrowings, the availability of
undrawn finance facilities in place, and based on the assumptions
modelled within each trading segment as described in note 15.
The forecasts indicate that it is appropriate for the going concern
basis to be adopted in preparing the interim report and financial
statements, and that there are no material uncertainties over the
assumptions underpinning this judgement that are required to be
disclosed.
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Nan Hai Corporation Limited EEZERERAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

6.

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.

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.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

B4R S T B B R M = )

HZE2020F 6 A30 8 1E73E A

6. SEGMENT INFORMATION (continved) 6. HFER @

B 202056 A308 X2019%6 A308 1
NEAZSEBELENT

The segment results for the six months ended 30 June 2020 and 30 June
2019 are as follows:

For the six months ended 30 June 2020 (Unaudited)
H22020%6 A30 AIEAEA (REER)

Enterprise Culture News
cloud Property  and media media  Innovative All other
services development services business business segments Total
¢ 3 FEitE Xt HEEE i)
LHH CER ¥ NEER  E#9% it
HK$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
THT TR TER TR TR TER  TER
Revenue gz
From external customers REHIHIEF 412,507 5,385,996 158,058 40,722 58,037 39,588 6,094,908
From inter-segments REDBH 2,324 - - - - 13,884 16,208
Reportable and all other AZRRABEMLS
segments revenue e 414,831 5,385,996 158,058 40,722 58,037 53,472 6,111,116
Reportable and all other AERKMEHMS D
segments (loss)/profit FE8ia (FR)
before income tax /il (3,638) 2,497,540  (1,973,073)  (171,780)  (499,011) (12,108)  (162,070)

Revenue Wz
From external customers LRSS 469,332 2532919 2,356,817 39,844 166472 42502 5,607,886
From inter-segments REHHHE 3,940 - - - 9,324 13,264
Reportable and all other AERRFABEMAE

segments revenue g 473272 2532919 2,356,817 39,844 166,472 51,826 5,621,150
Reportable and all other AERRAMEEMD

segments (loss)/profit FrigHian (&58)

before income tax Ve:i (45655) 2,387,743 (451,085) (209,079) (185,136) 11,769 1,508,557




20 Nan Hai Corporation Limited FBZERERAF

NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020 HZE20205F 6 H30HIL/NEA
6. SEGMENT INFORMATION (continued) 6. 7EHER @
Revenue is disaggregated by primary geographical markets and timing W 2515 £ B[R ™ 5 K U 25 HE SR 0
of revenue recognition as follows: 2T -

For the six months ended 30 June 2020 (Unaudited)
HZ22020F 6 A30 ALLAEA (REER)
Enterprise Culture News
cloud Property  and media media  Innovative All other

services development services business business segments Total
¢ 3 FEitE Xt HEEE i)
EMR% BE  ERERY X% AEEX  Hitod st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THET THET j TERT THERT TR

Primary geographical markets TEitEmH

Mainland China HE A, 412,500 5,385,996 158,058 - 12,779 39,588 6,008,921
Hong Kong N0 7 - - 40,722 1,025 - 41,754
North America IS - - - - 39,793 - 39,793
Europe B - - - - 2,590 - 2,590
Australia BN - - - - 1,050 - 1,050
Others Hfp - - - - 800 - 800
Total st 412,507 5,385,996 158,058 40,722 58,037 39,588 6,094,908

Timing of revenue recognition 3 2K

At a point in time RE—ERZ 15572 5,385,996 17,053 220 50,888 - 5,469,729
Transferred over time FERS RIS 396,935 - 141,005 40,502 7,149 39,588 625,179

Total st 412,507 5,385,996 158,058 40,722 58,037 39,588 6,094,908
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020 HZE20205F 6 H30HIL/NEA
6. SEGMENT INFORMATION (continued) 6. 7EHER @
Revenue is disaggregated by primary geographical markets and timing W 2515 £ B[R ™ 5 K U 25 HE SR 0
of revenue recognition as follows (Continued): 2RO (E) -

Primary geographical markets £ BB TH

Mainland China FEIAH 469,231 2,532,919 2,356,816 - 13854 42,502 5415322
Hong Kong BB 101 - 1 39,844 11,594 - 51,540
North America ble=3 - - - - 89,386 - 89,386
Europe BUM - - - - 30823 - 30,823
Australia BN - - - - 7,921 - 7,921
Others Hit - - - - 12,894 - 12,894
Total Fohs 469332 2532919 2356817 39,844 166,472 42,502 5,607,886

Timing of revenue recognition YT Z5 A
Ata point in time RE—HEE 103699 2532919 259,093 395 160278 - 3,056,384
Transferred over time FErEER 365,633 - 2,097,724 39449 6,194 42502 2551502

Total w@st 469,332 2532919 2,356,817 39,844 166,472 42,502 5,607,886
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Nan Hai Corporation Limited FESiERERA A

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

6. SEGMENT INFORMATION (continuea)

The reportable segment assets and liabilities as at 30 June 2020 and 31
December 2019 are as follows:

SRS E P KRR MET @
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6. HFER @
202056 A30H K& 2019F12 A31 B 21
EBRHDHFEERBEDT -

As at 30 June 2020 (Unaudited)
R 202046 A30 A (REER)

Enterprise Culture News
cloud Property  and media media  Innovative All other
services development services business business segments Total
- 3 FEiE Xt HEEE i)
SHH mE  MEEH ¥ MEER  E#9% it
HK$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
THT  TER  TER TR TR TER  TER
Reportable and all other AE2RRABHERE
segments assets AHEE 651,281 26,690,713 13,631,597 96,217 768,143 256,145 42,094,096
Reportable and all other AE2RRABHERE
segments liabilities AHER (490,763) (19,691,803) (10,789,914) (39,430)  (751,487) (59,130) (31,822,527)

Reportable and all other BEEErcEei)

segments assets DEARE 619960 29502303 1
Reportable and all other AEREAMEEM

segments liabilities AHERE (455019) (23509852 (1

5784639

92331 1,261,182 312,393 47,572,808

1,215,989) (36,143) (767,978) (52541)  (36037,522)
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

SRS E P KRR MET @
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6. SEGMENT INFORMATION (continued) 6. DEER &
The totals presented for the Group’s operating segments results are AREBREHDMELEZY| 2 HEHEAEE
reconciled to the Group's key financial figures as presented in these R EERGEPHFBRR2Y 2 TFE
condensed consolidated interim financial statements as follows: B S YHENMT ¢

2020

HK$’000

FET

(Unaudited)

(REETERZ)
Reportable segments revenue DES e 6,057,644 5,569,324
All other segments revenue P Bt 9 BP e 53,472 51,826
Elimination of inter-segment revenue 53 BRI a8 (16,208) (13,264)
Group revenue REEWE 6,094,908 5,607,886
Reportable segments results before income tax S8t AT Al 2 D SPE4E (149,962) 1,496,788
All other segments results before income tax FRISTRIFT A H b D EBEEAE (12,108) 11,769
Bank interest income HRITHLEWA 15,391 4,034
Other interest income E R B HA 21,972 25614
Finance costs BhE AR (129,268) (159,446)
Depreciation and amortisation e K (9,837) (3,517)
Unallocated corporate expenses RO ERS (17,315) (50,030)
(Loss)/Profit before income tax FTis®iRT (B18), & F (281,127) 1,325,212
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Nan Hai Corporation Limited FESiERERA A

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

7. REVENUE AND OTHER OPERATING INCOME

(a)

Revenue

The Group's revenue represents revenue from its principal

activities as set out below:

SRS E P KRR MET @
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7. WMERHEHMKEKRA
(a) H=

AEEWEERAEREREBEZ T

B

2020
HK$’000
FET
(Unaudited)
(REBEZR)
Sales of properties and car parks Y R EBEAHE 5,380,693 2,505,781
Sales of decoration materials EEMEHEE AR
and decoration services 5,303 27,138
Enterprise cloud services EERS 412,507 469,332
Property management services YIS R RE 39,588 42,502
Film distribution services B E{TIRE 787 470
Cinema ticketing income FhEFKA 99,036 1,833,480
Sales of food and beverages R RAEHHE 17,053 257,892
Cinema advertising income TBTEE WA 24,880 132,019
Sales and leases of projection equipment MR EREIHE MRS 1,377 1,198
Digital media technology services HAS IR B R AR 14,925 131,758
Publication of magazines H i R o R JE A A
and advertising income 40,722 39,844
Sales of botanic-based personal care BAREAERERBKERBEE
and fragrance products 50,888 160,278
Innovative catering and fitness services BIZ Bk N B RS 7,149 6,194
6,094,908 5,607,886
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020 HZE2020F 6 A30 8 1E73E A
7. REVENUE AND OTHER OPERATING INCOME (continvess 7. WEZEREHMELUWA @)
(a) Revenue (Continued) (a) W& (&)
All the Group's revenue is derived from contracts with customers. REBFBWHRKREREEH -
The following table provides information about trade receivables TREHEHEREFIRELREFRS
and contract liabilities from contracts with customers: H 7 AMBaBE s EE
30 June
2020
2020
6 A30H
HK$’000
THT
(Unaudited)
(REBER)
Trade receivables FEUNE 5 5KIA 414,279 487,245
Contract liabilities BHEE 5,229,506 9,411,830
The contract liabilities mainly relate to the advance consideration EHBETFEENARPWELZ BN
received from customers. Approximately HK$5,790,121,000 of the RE - BRETANE TR
contract liabilities as at 31 December 2019 has been recognised as FEER BT & E - 2019912 H31H
revenue for the six months ended 30 June 2020 (six months 2B #BE45790,121,0007% T B
ended 30 June 2019: HK$2,947,548,000) from performance REBHZE2020F6 A30RLEAEAZ
obligations satisfied in the current period due to the changes in REAPHEFTEBYE T 2 WS (H
the estimate stage of completion of certain contract obligations. 2£2019F 64308 1k S~ @ A:

2,947,548,000 7 7T,) °
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continved)
For the six months ended 30 June 2020 HZE2020F 6 A30 8 1E73E A
7. REVENUE AND OTHER OPERATING INCOME (coninuesy 7. WREHE R H ALK A (2)
(b) Other operating income (b) HMEBHRA

2020
HK$'000
FET
(Unaudited)
(REBER)
Bank interest income HRITHBHA 90,803 59,976
Other interest income E At F S A 22,422 26,174
Gain on fair value change on financial assets AR EBENIBRERE Y
at FVTPL, net CRMEEZANBEEHF
Wz - 9,375
Gain on disposal of property, plant BBV - BE K& W
and equipment - 17,367
Government grants BT Eh 62,287 25,668
Exchange gain P& H W 2= 52,799 11,897
Rental income WA 12,046 21,797
Gain on trading of financial assets at FVTPL 3R AR BENIEBRERIE Y
TREEZE WS - 6,124
Dividend income LN ON 3,968 3,702
Sundry income FIERA 103,984 103,451

348,309 285,531
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020 HE2020F 6 A30H1ENEA

8. FINANCE COSTS 8. WMEMK

2020
HK$'000
F#E T
(Unaudited)
(REEZR)
Interest on bank and other borrowings RITREMEEZFE 549,260 628,990
Interest on convertible and exchangeable bonds 7] #i& K 7] 2 #a (& 55 2 51| B, - 144,798
Interest on lease liabilities HEBBZHNE 246,783 258,862
Interest on financing component in contracts HEESARMELAKILS Z2FE
with customers 35,351 81,288
Total finance costs on financial liabilities BHEKAFTECSRAERE
at amortised cost X AN AR EE 831,394 1,113,938
Less: Amount capitalised to properties B MBERETYEER Lz SR
under development* (255,193) (348,709)
576,201 765,229
* The finance costs above have been capitalised at a rate of 6.06% to 7.13% (six * BB PR TR F K 6.06% = 7.13% (B
months ended 30 June 2019: 6.06% to 7.13%) per annum. F2019F6A30H 1k N @ A :606%=E

7.13%) EAL o
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Nan Hai Corporation Limited FESiERERA A

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

9.

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

Amortisation of intangible assets other

(LOSS)/PROFIT BEFORE INCOME TAX

PriSELRT (B1R), T8 R T4
Mk, Gt A) T3R5 EE

=] .
=i -

PR BN BB B

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

9. FrigBial (B5E]), HF

2020

HK$’000
THT
(Unaudited)
(REER)

than goodwill* 69,027 79,533
Depreciation of property, plant W% - B REHETE

and equipment

— Owned assets* —BEEE" 374,600 457,103

— Right-of-use assets* —ERREEE" 277,059 260,512
Costs of sales and services provided THE RIREARS 2 KA 2,969,073 2,504,311
Loss*/(Gain) on fair value change on BARBERERRERE Y

financial assets at FVTPL TREEANBEEY

Eiax (as)

— Listed equity investments — EREAEE 3,534 (9,446)

— Derivatives —PTETHE = 71
Gain on fair value change on financial IR AR BEMNMERERIE Y

liabilities at FVTPL TRBEAREBEED .

Wz

— Derivatives —{TAT A (2,569) (23,551)
Write-off of property, plant VI - R K E i sE *

and equipment* 23,377 4,806
Write-off of inventories* FEMEE 37,859 -
Interest on lease liabilities HEBGZFE 246,783 258,862
Short-term leases expenses RHHERY 12,356 43,135
Variable lease payments ATEEERNRK 251 3,668
Covid-19-Related rent concessions Covid-19fEAME £ 1B = €) (5,002) -
Provision for impairment of JEWE SR IR R E R

trade receivables 11,812 -
Provision for impairment of deposits & R H A FE WG IR R E B

and other receivables 113,325 19,369
ECLs on financial assets TREECTRERESE 125,137 19,369
Provision for impairment of intangible BRI 7 A EE (B B H

assets other than goodwill* 2,921 -
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020 HE2020F 6 A30H1ENEA

9. (LOSS)/PROFIT BEFORE INCOME TAX (continued) 9. FrBBial(EE) &l

2020

HK$’000
THT
(Unaudited)
(REER)

Provision for impairment of property, plant W - B MR E R *

and equipment* 193,715 -
Provision for impairment of goodwill R EEE 926,988 -
Loss on disposal of property, plant REYE  WMEMEREZEE
and equipment* 9,555 5439
Research and development expenses* e AR * 82,563 79,453
* included in other operating expenses * FTAHA LR
@  Asdisclosed in note 4, the Group has early adopted the amendment to HKFRS @  HROMF4IERE  AEERREEAE
16, Covid-19-Related Rent Concessions, and has applied the practical expedient PR TSRS 2RI S 1698 2 18 5] Covid-194A
introduced by the amendment to all eligible rent concessions received by the AL EE  WEHAREERHARUEE
Group during the period. FiE&ERESEERBIETSIAZAT

HETE -
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

10. INCOME TAX EXPENSE

HZE2020F 6 A30 8 1E73E A

10. FREBiB <

2020

HK$’000

THT
(Unaudited)
(REER)

SRS E P KRR MET @

The income tax expense comprises: FriSfim= e
Current tax REARRIE
— Hong Kong Profits Tax — BBEH
Tax charge for the period REAFRIE S H = 5222
— PRC Enterprise Income Tax — R EFTET
(EIT") (TEEmEHR)
Tax charge for the period RERFIA S 748,005 301,840
(Over)/Under-provision in respect of BAFE GRERE),
prior years BETR (4,054) 150
— Taxation for other jurisdictions — Efh R AR 2 FiIA
Over-provision in respect of prior years BEFEHBERE (203) -
— PRC Land Appreciation Tax ("LAT") — ] IR E R ([ G (ER )
Tax charge for the period NEAFRIE S 789,026 354,772
1,532,774 661,984
Deferred tax EEFIIR
— (Credit)/Charge for the period — B GTA), Ik (313,098) 653,975
1,219,676 1,315,959
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

10. INCOME TAX EXPENSE (continved)

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

10. FR8BiB XX @)

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 HKS2 million of profits of the
qualifying group entity is taxed at 8.25%, and profits above HKS$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. No provision for Hong Kong
Profits Tax has been made as the Group did not generate any assessable
profits arising in Hong Kong for the six months ended 30 June 2020.
Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable
profit for the six months ended 30 June 2019.

For the six months ended 30 June 2020, PRC EIT has been provided on
the estimated assessable profits of subsidiaries operating in Mainland
China at 25% (six months ended 30 June 2019: 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 2020, PRC LAT is levied at progressive
rates from 309% to 60% (six months ended 30 June 2019: 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.

MR2018F3 4218 - BB EEBIB2017
FHBUEET) (B75) BROIER(TEHE
=) SIARBRHFIERESE - GHIE
KN2018F3A 8B BRAEEIRE
Af|EE®R - BEREHFESHEGEZ -
AEREEBRE 28BN 8IE825%
ZRARER - MBB2 B BB T2 HEFAE
16.5% 2 Tt BT o TFFE A B RS T X
FIEER s EBERE 2 afS#EIEZ 165%
2B BB -

EERE MBFIREREERERI R
2 SR ERASRET RV BREMFELDT
BERBHE2020F6A30HILEAER - B
AL B EE T BE T ERFEF
O A BB RIS B AT IR © BLZ 2019
Fo6HA30BIENEAR - BBFEBIRME
JERF &) 2 165% T & °

H 220206 A30B IEAE A © BRIEK B
NEIPMENMEREEERRE  GRIRFAE
RBEREE 2 WA BB SR AT R R
42 25% (B = 2019F 6 A 308 1L/~ @ A -
25%) 2 T A R B> 2 FTIS B o

Hip AR PTES 2 HIB T IRA/E BN
R BITHEE -

HZE20200F6 308 AR FEI L
BEM T I EE GRS EBIEED
EMERERANERY 8 LnER
RERC AN DA Ko B 8% R R EE AN AN ) 2 T 30% &
60% (& = 20194 6 A30 8 1L/~ @ A : 30%
2 60%) 2 RHETRGH -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

11. DIVIDEND

No dividend was paid or declared during the six months ended 30 June
2020 (six months ended 30 June 2019: nil).

A final dividend in respect of the year ended 31 December 2018 of 0.15
HK cent per ordinary share, amounting to a total dividend of
approximately HK$102,968,000 was proposed and approved at the
annual general meeting of the Company held on 30 May 2019.

12. (LOSS)/EARNINGS PER SHARE

(a)

The calculation of basic loss per share (six months ended 30 June
2019: basic earnings per share) is based on the loss for the period
attributable to the owners of the Company of approximately
HKS$1,310,581,000 (six months ended 30 June 2019: profit
attributable to the owners of the Company of HK$90,956,000) and
on 68,645,535,794 (six months ended 30 June 2019:
68,645,535,794) ordinary shares in issue during the period.

Diluted loss per share for the six months ended 30 June 2020 was
the same as the basic loss per share as there was no potential
dilutive ordinary share in issue during the period.

The calculation of diluted earnings per share for the six months
ended 30 June 2019 is based on the profit for the period
attributable to the owners of the Company 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 was the same as the basic earnings per share as the
convertible and exchangeable bonds outstanding during the
period had an anti-dilutive effect on the basic earnings per share.

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

Hﬁ/%\

H 220206 A30H IE/NEA - BEEIR A
s EIR IR E (B E 20196 A30H IE/~
@A : &) -

11.

12.

EREEZE 2018512 A31 BILEE 2 KHK
BEEREBEBRLSHEN BEBEBEY
102,968,000 7T B 220194 5 B30 H & 17
ZARNBIRERAFTAGIRE R -

BR(BR)BR

(a)

SREREE(HZE2019F6A30H
WEXNER : FRERRBF) DIEAR
Al A ANEMLEBAEBIRELY
1,310,581,000% 7T (B 220194 6 A 30
BiENEA  ARRIHEA ARERF
90,956,000/ 70) MR B 1T E @A
68,645,535,794 % ( &, 20194 6 A 30
BN A ¢ 68,645,535 7948%)5TE o

R EE 2020 6 A 30 H £/~ @ A HA
MWD B TB S ET @R - Eitt
HRNEREE IR AR EREER
|EJ °

HZE2019F6 A30HIEAEAZERK
B R TR AR A AEEEER
sa FETE - W EE DA R BR AT AR I AT
RMEF 2 FE - REREN 28R
MARPTETAZ AR BEZHUK
IR FE (LB - FTEMMA LA
RInEF A AER ESRELRR
FzHREBRTEBREE - #HE
20194 6 A 30 A 1E/NEl A 2 Bt #EEE
B EGREARBFIER - THH M E
A ARTTE 2 AT AR ] Al R EH
BRERBNEREELE -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

13.

14.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group acquired
property, plant and equipment other than right-of-use assets with total
cost of approximately HK$9,794,000 (six months ended 30 June 2019:
HK$249,910,000).

During the six months ended 30 June 2020, property, plant and
equipment with net carrying amount of approximately HK$23,377,000
(six months ended 30 June 2019: HK$4,806,000) were written off by the
Group.

As at 30 June 2020, the carrying amount of the Group's right-of-use
assets is approximately HK$4,386,972,000 (31 December 2019:
HK$4,868,895,000). During the six months ended 30 June 2020, the
Group has entered into several leases for buildings and equipment in
Mainland China and Hong Kong (six months ended 30 June 2019:
Mainland China, Hong Kong and Singapore), and recognised the
additions to right-of-use assets amounting to approximately
HK$70,272,000 (six months ended 30 June 2019: HK$203,184,000) for the
current period.

INVESTMENT PROPERTIES

The fair value of the Group’s investment properties at 30 June 2020 and
31 December 2019 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 loss on fair value change
of approximately HK$18,363,000 (six months ended 30 June 2019: gain
on fair value change of approximately HK$1,428,853,000) and deferred
tax credit of approximately HK$4,591,000 (six months ended 30 June
2019: deferred tax charge of HK$357,213,000) have been recognised in
the profit or loss for the investment properties.
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SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

13.

14.

M BERRE

H 220206 A308 IEREA + AEEI
R AN 4258 499,794,000 % 7T (B = 2019%F 6 A
30 B IE7SE A ¢ 249,910,000 7T ) #RAE R &
FREEEIN Y - BB REE -

B E2020F 6 A308 IEAE A - AEEM
SHERER{EA) 23377,0008 T 2 W E - W=

HE(H ZE2019F6 A308 1E/<E A -
4,806,000/ 7T) °

202066 308 - NEEFRAEEEZ
8K TH 18 494,386,972,000 78 7T (20194 12 A 31
A : 43868895000/ 7T) ° #ZE 20204 6 A 30
AIEANER - RSB Rt & EE (E
£2019F6 308 1IENEAR : FREAM -
BARFNE) 2EFREBILZMHHE
& WRZAEI RN E £70,272,000 7% 7T
(B = 201946 A30 B 1E75E A : 203,184,000
BIT) ZEREEE -

REWE

AN 2 B A WD E 7 2020 4F 6 A 30 B % 2019
F12A31 B2 AR EET BB HEZ
MEREEET B (HEMSERATAE
BMEEER AHIABTEREMEMT
B R IER 2 485 -

ERECHBIMERMGEEETERN XS
ZEHEBBEBRRFELE ETh2ERAE
HEHERHEIBZABER  RAKRE
EREMEHEHAZBIMEMRERRE -

HREFZEHE  WHERREDMER
BREBERANEBEEZEH ZEBY
18,363,000 7T (& = 201956 A30 8 1k~
A AAEBERE) 21428853000
A TT) R T AR REFH I8 49 4,591,000 74 7T (B
Z2019F 6 A30 B LA EA - MBRIELET
T8357,213,000 77T ) ©



34

Nan Hai Corporation Limited FESiERERA A

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

15.

INTANGIBLE ASSETS

For the purpose of impairment test, the carrying amount of goodwill is

allocated to the following CGUs:

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

15. BN EE

RBERAMS  BEZEAEIEET

PR EAEBN

30 June

pLopy)

2020 F

6 A30H

HK$’000

FET

(Unaudited)

(REER)
Property development B b R Bt 1,529,824 1,529,824
Innovative business — Retailing BEmE — & 128,759 493,039
Enterprise cloud services EERRE 74,545 75,766
Culture and media services — Cinema business XAt E{EFEIRTE — P 75 2,490,880 3,120,136
Net carrying amount BREFE 4,224,008 5,218,765

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 3% to 8%
and (6)% to 161% respectively (31 December 2019: 6% to 11% and (48)%
to 120%), which does not exceed the long-term growth rate for the
business in which the CGU operates. The estimated operating days in
2020 for the CGU of “Culture and media services” has also been dropped
to 4 to 6 months (31 December 2019: 6 to 9 months) considering the
preventive measure in relation to the COVID-19.

Besides the mentioned changes, all other assumptions have no material
change compared with those disclosed in the 2019 annual financial
statements.

As a result of the updated goodwill impairment assessments, no
impairment loss of goodwill for the CGU of “Enterprise cloud services”
has been identified by the directors of the Company during the six
months ended 30 June 2020 (six months ended 30 June 2019: nil). An
impairment loss on goodwill for the CGU of “Culture and media services”
amounting to approximately HK$566,329,000 was recognised during the
six months ended 30 June 2020 (six months ended 30 June 2019: nil).

[EERSE] R [ XCEERERS] 2R
EE Sfzz AR El e RERERERERTE

B BERRELEIEEIE AFFMA
BMA(%E%-* ETReELEENZESRE
T5 5 Bl E A 3% % 8% & (6)% % 161% (2019
F12A831H 6% 2 11% M (48)% £ 120%)
ZAHET I Uk s R R e W
IR S EABMNTEEER s RAPERE o
Z EE| COVID-19HRBIMTERT & 5E - [ (ki
BEERS | 2IREEEBLMR2020F M
TR EBRHE TRE4E6EA (2019512
A318 :6291@A) -

B Lt o - PR H M REREE2019F
FEMBHREMFEEERLL BEAES -

RAREERETEERERN - HZE2020F
6A30BIEANEA - AREESWEZRI B
¥ERG | 2B SEEBEN 2 HERES
B(RZE2019%F6A30BIENER : &) -
BZE2020F 6 A30H1IEARA  BERERIX
fCEREERS ] 2REELEM I HER
1B 518 49566,329,000 78 7T (B £ 20194 6 A
30HLIEANEAR - &) -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

15. INTANGIBLE ASSETS (continued)

The recoverable amounts for the CGU of “Property development” of &
N B2 85 5 4 55 b EE 5 PR 2 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.

Below are the key assumptions used for the discounted cash flow
calculation:
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SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

15. BIEEE»)

BEMNRZEHBEHEERARZ [FHE
ME#E | ReELTEM A BESERERE
REETAFE  ERRELEEEBHE
ZhEFHAVRER ReELEMLH
ERENERBAHEENEMERERE
BRI BT E AT AR LR B AN o

THRARTERRREREZ TBRK

30 June
2020
2020 &

6 H30H
(Unaudited)
(REEERZ)

fEEt{E (ZF5K)

Estimated market price (per square meter)

RMB26,000
AE# 26,000 7T

RMB26,000
AER¥26,0007T

BREAIEEIRS

Pre-tax discount rate

17% 19%

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 2019: 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 5% to 81% (31 December 2019: 3% to 75%), 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 2019
annual financial statements.

Based on the assessment, an impairment loss on goodwill of
approximately HK$360,659,000 (six months ended 30 June 2019: nil) was
recognised in profit or loss during the period.

MEmEDHEREENEZRERB I
B2 M5 EREE

ERARETE - AT EmERERE (F
£2019F 6 A30HIENEA « &) N ERER

[AIERE — T8I ReELEM 2 AKE
SRREEREENEATE  EPREL
EREBHEZ N \FHAVREE  ReE
EEMAEMEMNEZRERETI D BIE
F5%ZE81%(2019F 12 A31H : 3% =
75%) Z fh 5t Mg T o U g = R A - I
BHEARCELBEMAELER 2 RIE

BiEEHE TR E R R - FA R
R B010E EEN B AR R AR
B -

RIEFH S EREAZIERREEREER
1B /&5 18 49 360,659,000 78 7T (B, = 2019%F 6 A
30HLWENER - #) -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

16. 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:

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

16. ERE S K18

EUWE ZFBENEREREGEH - BRE
SRR BER AL ZREDTOT

30 June

2020

2020 F

6 H30H

HK$'000

FET

(Unaudited)

(REEER)
0-90 days 0% 90 H 96,747 291,859
91-180 days 91 £ 180 H 65,432 86,917
181-270 days 181 2 270 H 115,482 22,816
271-360 days 271 & 360 H 52,519 22,273
Over 360 days 8@ 360 H 180,953 151,413
Trade receivables, gross JEWE HRIEERE 511,133 575,278
Less: Provision for impairment of trade receivables 3 : JEU'E 5 F 1B B R (96,854) (88,033)
Trade receivables, net FEW & 5 5RIE 58 414,279 487,245
Less: Long term trade receivables B REEWE SRR (202) (1,079)
Current portion of trade receivables fEURE 5 5kTE 2 BIEREE 5 414,077 486,166

17. TRADE PAYABLES 17. ENES A
Based on the invoice dates, the aging analysis of the trade payables is as ENE S REREEHHHEL ZBER ST
follows: /N
30 June
2020
2020 F
6 A30H
HK$’000
THET
(Unaudited)
(RIEE)
0-90 days 029 H 1,306,769 2,124,165
91-180 days 91 2180 H 416,437 84,548
181-270 days 181 & 270 H 1,090,449 736,933
271-360 days 271 & 360 H 29,815 90,765
Over 360 days 838 360 H 178,976 96,673
Trade payables BB SHIE 3,022,446 3,133,084
Less: Long term trade payables B REENESHIE - (212)
Current portion of trade payables JEE S EBNERE S 3,022,446 3,132,872
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020 HE2020F 6 A30H1ENEA
18. BANK AND OTHER BORROWINGS 18. BITRHMEE
30 June
2020
2020
6 H30H
HK$'000
FET
(Unaudited)
(RELEZ)
Bank loans IRITER
— Secured — B 9,457,319 11,181,891
— Unsecured — IR 31,489 52,841
Other borrowings HibgE
— Secured — BHEA €) 10,389,020 7,618,302
— Unsecured — A 8,110 -
19,885,938 18,853,034
The bank and other borrowings of the Group are repayable as follows: REBZRITEREMEEENR T EHE
=
30 June
2020
2020
6 H30H
HK$’000
FET
(Unaudited)
(REEZR)
On demand or within one year RERS—FR 10,453,400 15,173,454
In the second year EF 9,200,015 2,993,841
In the third to fifth years FZERF 232,523 685,739
Wholly repayable within five years hERNTBHER 19,885,938 18,853,034
Less: Portion due on demand or within o ARSI B BEIRE R
one year under current liabilities —FRIE D (10,453,400) (15,173/454)
Portion due over one year under SFAERBEENBBE —F

non-current liabilities B HA 205y 9,432,538 3,679,580
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

18. BANK AND OTHER BORROWINGS (continuea)

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A
18. BITRHMEE®

(a)

On 25 May 2017, a direct wholly-owned subsidiary of the
Company issued a three-year credit enhanced note of
US$500,000,000 (equivalent to approximately HK$3,885,350,000)
at par with a coupon rate of 3.00% per annum. The effective
interest rate is 3.41% per annum. During the six months ended 30
June 2020, the note has been settled.

On 21 July 2017, a direct wholly-owned subsidiary of the Company
issued a three-year credit enhanced note of US$400,000,000
(equivalent to approximately HK$3,124,121,000) at par with a
coupon rate of 3.15% per annum. The effective interest rate is
3.54% per annum.

On 8 May 2020, a direct wholly-owned subsidiary of the Company
issued a two-year credit enhanced note of US$500,000,000
(equivalent to approximately HK$3,877,150,000) at par with a
coupon rate of 3.50% per annum. The effective interest rate is
4.19% per annum.

On 11 June 2020, a direct wholly-owned subsidiary of the
Company issued a two-year credit enhanced note of
US$350,000,000 (equivalent to approximately HK$2,714,005,000)
at par with a coupon rate of 2.90% per annum. The effective
interest rate is 3.63% per annum.

(@)

R2017F5A258  ARAIZEES
& M B~ 7] %17 500,000,000 % 7T (18
A #93,885,350,000 74 7T, ) ZE T 4F F| &
300% 2 = FHIEREEERE - BEF
FFEB341% B E2020%F 6 A30
HIEAER - ZEEEE -

MN2017FE7A 218 ARRIZEESR
& M B A 7] 8% 17 400,000,000 3 7T (18
EHN4)3,124,121,000 8 7T ) 2 G F| R
35% 2 = FHIE AR RE - BR
FRE 5 3.54% °

R2020F5A8H  ARBIZHEESR
& M B8 2 7] B 17 500,000,000 % 7T (18
E R4 3,877,150,000 7 T ) = 4 F| R
3.50% 2 MEBE ARG ERE - BR
FREE419% °

MR2020F6 A1 H » ARRIZEESR
& M B8~ ) 817 350,000,000 % 7T (18
& A #)2,714,005,000 75 7T ) Z [ F F) K
290% 2 M F HifE G g - B
FREE363% °
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NOTES TO THE CONDENSED CONSOLIDATED

SRS E P KRR MET @

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

19. LEASE LIABILITIES

(a)

HZE2020F 6 A30 8 1E73E A

19. HEESE

Lessee (@) &HEA
The analysis of the expense items in relation to lease recognised in HERNEREEACHEER Y8
profit or loss is as follows: BT -

Depreciation charge of right-of-use assets

2020

HK$'000
FET
(Unaudited)
(REEER)

RIBEEERREID

by class of underlying asset ZERAEEETESH
— Prepaid land lease payments — BN AER 244 257
— Properties lease contracts —WEHEELEY 244,764 249,200
— Equipment — & 32,051 11,055
277,059 260,512
Interest on lease liabilities (note 8) HEaEMNE (MiFEs) 246,783 258,862
Short-term leases expenses EHEERY 12,356 43,135
Variable lease payments Al E R 251 3,668

Covid-19-Related rent concessions

Covid-19 @S ER (5,002) -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

19. LEASE LIABILITIES (continuea)

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

19. HEE & @)

(a) Lessee (Continued) (a) H&HEANE)
The Group has obtained the right to use on cinemas, offices and AEBCEBEERRESER - 9
store premises through tenancy agreements. The leases typically REREAMESRAE - BE—RD
run for an initial period of 1 to 20 years. Some leases are contracted TEHIENF - FHHEEFTHE
but not yet commenced. The Group assesses at lease ARG o AEBREERFH A
commencement date as at the asset is available to use. Some BREERGAE - BoBEERER
leases include an option to renew the lease for an additional ERHREEEREUERMAE 22
period after the end of the contract term. Where practicable, the B EYEATZIBRT  ANE®
Group seeks to include such extension options exercisable by the NRKMAREB A {TFE 2 EBHIRE
Group to provide operational flexibility. The Group assesses at W LAEIRNE BT R o REBRR
lease commencement date whether it is reasonably certain to HERBBRI SRS S EEEBTT
exercise the extension options. If the leases contracts are not yet RERRERE - WEESHERF
commenced or the Group is not reasonably certain to exercise the 15 AR EEELSBEEITEER
extension options, the future lease payments during the extension IR BIEMREBEZ RRKBENK
periods are not included in the measurement of lease liabilities. Tat AHEABZHE - WHEA
The potential exposure to the future lease payments contracted HEERA(KRAER) ZHABEKBBEE
but not yet commenced or under extension options not included AR EREEEBE N AKRBENT
in lease liabilities (undiscounted) amounted to approximately ZBIER R4 53,466,423,00078 70(2019
HK$3,466,423,000 (31 December 2019: HK$3,816,373,000). F12 A31H 381637300078 7T) °
(b) Lessor (b) HEA

The Group leases out a number of properties. The leases run for an
initial period of one to fifteen years (31 December 2019: one to
fifteen years), with options for the lessees to renew the lease terms
at the expiry dates or at days as mutually agreed between the
Group and the lessees. Some of the leases contains contingent
rental arrangement which the level of rental depends on the
revenue achieved by the lessees.

During the six month ended 30 June 2020, the Group's rental
income was approximately HK$12,046,000 (six month ended 30
June 2019: HK$21,797,000).

AEBLEZIEYE - BAOVIH A
—Z+RF(019F 12438 —&
+HF) MABAGENRESE
B ANE B AR A A HE 2 BH
SEAY - BLANBEEXAAEE
P A e e ERTERAAN KRS
ME °

HZE2020F6 A30BILAEA @ K&
B 2 FEUWA#)12,046,0008 7T (B =
2019 6 A 30 B 1IE/XE A ¢ 21,797,000
BIT) e
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continved)
For the six months ended 30 June 2020 HZE2020F 6 B30H IE75E A
20. SHARE CAPITAL 20. R4
Number of
ordinary
shares of
HK$0.01 each HK$’000
SREE
0.018TZ
ZEREE FET
Authorised: SETE
At 1 January 2019, 20191518 -
31 December 2019 (audited) and 20194 12 A 31 B (1% &
30 June 2020 (unaudited) 20204 6 A 30 A (k&HE&%)  500,000,000,000 5,000,000
Issued and full paid: EETRERE
At 1 January 2019, R2019F1 A18 -
31 December 2019 (audited) and 201912 A31 B (&%) &
30 June 2020 (unaudited) 2020 6 A 30 H (REERK) 68,645,535,794 686,455
21. CAPITAL COMMITMENTS 21. EREIE
The Group had outstanding commitments as follows: AREEE THIRZ A AE

30 June
2020
2020 F
6H30H

HK$’000
FET
(Unaudited)
(REBFEX)

Contracted but not provided for in respect of: B ET4){B AR B -

— Renovation work — @I 15,934 16,606
— Properties under development — BRERPYE 279,594 444,299
— Expansion of cinema business — BRI ER 37,724 64,964

333,252 525,869
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

22. CONTINGENT LIABILITIES

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

22. FREE

Guarantees given in connection with credit facilities granted to:

An associate — BN T

HRTINEDEREERERT ZER

30 June
2020
2020
68308

HK$’000
THET
(Unaudited)
(REBFEZR)

21,313 21,124

There have been no material developments in pending litigation against
Banco de Oro Unibank (formerly known as Equitable PCI Bank Inc. and
then as Banco de Oro-EPCI Inc.) ("Banco Unibank”), a Filipino bank, and
Waterfront Philippines Inc., a Filipino company, as disclosed in the
Group's annual audited financial statements for the year ended 31
December 2019. 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$2,750,000 (equivalent to approximately
HK$21,313,000) by reference to the unaudited financial statements of
the associate as at 30 June 2020 (31 December 2019: US$2,699,000
(equivalent to approximately HK$21,124,000)).

BINALEEEE2019F 12 A3BLEFEZ
FEREZYHEHRERAMEE - B[R
& $R 77 Banco de Oro Unibank ( B 7 Equitable
PCl Bank Inc. © H 1% 8 /& Banco de Oro-EPCI
Inc.) ([Banco Unibank]) & — R ERE A &)
Waterfront Philippines Inc. Z £ /R 5 7A N 48 &
KER - ARFRFR  REBELDE
Banco Unibank Z S #FTE B £t o A F it
[R&l - 2Z82 2 E1R2020F6 3082
KA EZY B ® K HE 4 KBanco
UnbankE TH BB 2 R BB HE B L B
2,750,0003% 7t (48 & 7 #921,313,0007% 7T )
(201912 A31 8 : 2,699000% 7t (A& R
#921,124,00078 7)) °



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

23. CREDIT FACILITIES

As at 30 June 2020, the Group's credit facilities were secured by the
following:

(@)

charge over certain right-of-use assets with a net carrying value of
approximately HK$20,401,000 (31 December 2019: HK$20,502,000);

charge over certain buildings with total net carrying value of
approximately HK$577,812,000 (31 December 2019: HK$615,487,000);

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 value of approximately HK$463,555,000 (31
December 2019: HK$645,147,000);

charge over certain investment properties (note 14), properties
under development and completed properties held for sale with a
total carrying value of approximately HK$5,388,070,000 (31
December 2019: HK$5,885,673,000);

charge over certain financial assets at FVOCI (31 December 2019:
financial assets at FVTPL) with a net carrying value of
approximately HK$212,704,000 (31 December 2019: HK$180,000);

pledge of certain bank deposits of approximately HK$9,130,918,000
(31 December 2019: HKS$7,916,464,000), of which approximately
HK$3,721,245,000 (31 December 2019: HK$4,104,166,000) were for
standby letters of credit issued by banks for a total amounts of
US$219,050,000 (31 December 2019: US$219,050,000) and
RMB1,762,120,000 (31 December 2019: RMB2,067,997,000)
respectively;

personal guarantee given by directors; and

pledge of various shares mortgage of certain subsidiaries, bank
accounts charges and corporate guarantee of the Company.
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SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

23. SEmE
R2020F6 A308  "EBEZEERME U
THIZEERER

(a)

R0 BR R (B 49 20,401,000 7 7T (2019
12 A31H 20,502,000 7T ) 2 &
FHEAEEE

REBREFES £ 4 A 577,812,00078
T (2019412 A31 8 : 615,487,00078
T ZETESF:

RO BR /B 49463,555,00078 75.(2019
124318 : 64514700008 7T ) 2 &
T BE &FME(H T30 &
Vo) EEETEAEEE RE
FERIN

L EREE A 49 4 5,388,070,00078
JC (2019412 A 318 : 5,885,673,000
B e ETHREDE (M 14) - 8
BHRMEREEREEWE

50 BR 5 1B 49 & 212,704,000 7% 7T
(2019412 A31 H : 180,000/ 7T ) 2
BARBEREMEZERSERE S
BEE (2019512 A318 AR

L@ANVINI=|

ERERREE 2 SREE)

EWHE TIRITFF499,130918,000%8
JC (2019412 A 31 H : 7,916,464,000
T ) H oA 493,721,245,000% T
(2019512 A318 : 4,104,166,00078 7T)
AIRTTE L AR5 5 51 219,050,000 F 7T
(2019412 A 31 B : 219,050,000 7T)
X A R #1,762,120,000 7T (2019 4F 12
A318: ARW20679970007C) 2
HRERK

EFERTZEALR: Rk

ERETHEARZZRERMER
RITRPEIMMAR B Z RAIFER ©
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

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 2019.

25. RELATED PARTY TRANSACTIONS

(@) Remuneration for key management personnel which represents
amounts paid to the directors were as follows:

Directors' fees
Basic salaries, housing, other allowances

and benefits in kind B
Discretionary bonus BITETEAL

Pension scheme contributions IRREFTEIER

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

24. #FREFFA
BAREBNREE2019F12A31BILEE Y

FEMBRREFLBEAR  SEFBEAX
SEFRFRZIEAEHRER -

BBAIRS

(a) IEEREBABZMERINTES
ZERE FBWT

25.

2020

HK$’000
FET
(Unaudited)
(REBFER)

371 378

X  BE - EMREER

639 526

42 9

1,052 913
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020 HZE2020F 6 A30 8 1E73E A

25. RELATED PARTY TRANSACTIONS (continved) 25, BB AR 5F @)

(b) During the six months ended 30 June 2020, the Group entered (b) EHZE20200F6A30BIENER @ A&
into the following material transactions with related parties: EHEHBEBSETUTEARS

SRS E P KRR MET @

30 June
2020

2020 F

2020 6A30H

HK$'000 HK$'000
TERT TET
(Unaudited) (Unaudited)
(REER) (REER)

Amount in relation to provision
of motion pictures,
less distributor fees by:
— acompany controlled by a director

Sales of projection equipment to:
— acompany controlled by a director

Advance from:
— anon-controlling shareholder
of a subsidiary
Loan to:
— acompany controlled by a director
— apartnership jointly controlled
by a director
Interest income on loan to:

— acompany controlled by a director

Rental income from:
— companies controlled by a director

Information service income from:

— companies controlled by a director

mIATARHRIE A 2
RBVE - HRTER

—X-REEEHZ 2T

FA T ARIHERBRR
—X—REEH DA

REUATALZEH
——HNBLRAZIE
BIRR

FATARHRMRZ & :
—R-REFEHZ A
—X-REFAREHZ

AaBLE

AR TRRIREERZ
MEBHA -
—X—REEEH A

REATRAZEEKA -
—X-REEEHZ A

RENTRAFZER
L ONE
—X—REEEH A

(1,487)

10,168

183

93

(12,347)

10428

601

104

(150,105)

44

(12,035)

218,890

162,526

62,374

192

(214,499)

45

(12093)

223514

165,959

53364

200
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

25. RELATED PARTY TRANSACTIONS (continved)

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

25. BEEA RS #)

(b)

(Continued)

The terms of above transactions are within normal trade credit
terms and above balances owed/(owing) related parties are
unsecured, interest-free and repayable on demand, except for the
loan to a company controlled by a director, Ms. Liu Rong, of
RMB200,000,000 (equivalent to approximately HK$218,890,000)
which is unsecured, due on 10 November 2021 (31 December
2019: 10 May 2020) and carries interest rate at 9.50% per annum
(31 December 2019: 9.00% per annum) and the loan to a
partnership jointly controlled by a director, Ms. Liu Rong, of
RMB148,500,000 (equivalent to approximately HK$162,526,000)
which is secured, interest-free, and due on 25 February 2023. The
maximum outstanding balance during the six months ended 30
June 2020 is equal to the balance as at 30 June 2020 (during the
year ended 31 December 2019: approximately HK$442,837,000).

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 2020
regarding related party transactions (six months ended 30 June
2019: 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.

(b)

(&)

R G EFBEEEHEER
Foom B EE R (B R BaEEE T 4
BHAEEE  RERAERERER
ME A A R 5 200,000,000 7T (8 E 7
#9218890,0008 L) AE T X EEZ|
gutiEtlz ARz ER(BEER
BEEE - 7B20215F11 5108 2 H
(2019412 8318 : 2020%E5 A108)
WIEIS0EFFE(2019F12 4318
FREIWE)FERBEARE
148,500,000 7T ( 48 & 7 #9162,526,000
B BETXESE LT HRE
FIeEREECZER  BHERESR
A @B K& 2023F 28258 3
B o HZ= 20209 6 A 30 H LN E AR
BAREEGEHIEER2020F6 A30H
K& (HE2019F 12 A31B IEFE ¢
#9442,837,00087C) °

IS B A R R B 5 B S A 2 REEBR
VEL T - MEREH A SR
HZE 202056 A30 B8 1L/~ E A tEH S
ESTEMER(EE2019F6A30H
WEARER &) -

B EX Rt F R RRAR & T HIR A ER R
HAb3n 7 AR EE SN - BB EETT
BERBBAIRS -



Interim Report 2020 —E=-BFE hHRE 47

NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020 HE2020F 6 A30H1ENEA

26. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL 26, RERIEI P 2 e MEERS
LIABILITIES BY CATEGORY e ENE
The carrying amounts presented in the condensed consolidated RERGEEIERRRKREY 2 EmER
statement of financial position relate to the following categories of UTemEENBERENAR

financial assets and liabilities:

30 June 30 June
2020 2020
2020 20205
6A30H 6HA30H
Carrying

amount Fair value
BEE AREE
HK$'000 HK$'000
TET TET
(Unaudited) (Unaudited)
(REER) (RBER)

Financial assets measured at FVTPL ~ BRAABERBREREEY
SREE
— Listed equity investments — EIRARE 3,290 3,290 6,560 6,560

Financial assets measured at FVOCI ~ RAABEREMZEKE

REZEREE
— Unlisted equity investments — LR ARE 212,704 212,704 226,381 226381
— Unlisted debt investments — EEMERKRE 324 324 324 324
Financial assets measured at REHRATEZEREE

amortised cost

— Cash and cash equivalents —ReRERRSER 3,411,593 3,411,593 743,055 743,055
— Pledged and restricted bank deposits ~ — B R F R FIR TR 9,495,349 9,495,349 10,977,565 10,977,565
— Trade receivables —EWESE 414,279 414,279 487,45 487,045
— Deposits and other receivables —RE REMERZIE 2,017,147 2,017,147 2,207,109 2,207,109
— Amounts due from associates — [ L A AR 27,529 27,529 24426 24,426
— Amounts due from joint ventures —ERAERENE 865 865 836 836
— Amounts due from related parties — [RS8 445,469 445,469 445,708 445,708

16,028,549 16,028,549 15,119,209 15,119,209
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020 HZE20205F 6 H30HIL/NEA

26. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL 26, ZERIE D 2 ¢REER S
LIABILITIES BY CATEGORY (continued) MEEREw
The carrying amounts presented in the condensed consolidated RERGEEIERRRKREY 2 EmER
statement of financial position relate to the following categories of WTemEENEBERERAR(E):

financial assets and liabilities (Continued):

30 June 30 June
2020 2020
2020 20205
6A30H 6HA30H
Carrying

amount Fair value
BEE AREE
HK$'000 HK$'000
TET TET
(Unaudited) (Unaudited)
(REER) (RBER)

Financial liabilities measured BARBERBEEREZ
at FVTPL SREE
— Derivatives —{TETHE - - 2,569 2,569
Financial liabilities measured BRERATECEREE
atamortised costs
— Trade payables —EHES5E 3,022,446 3,022,446 3,133,084 3,133,084
— Other payables and accruals — HthERSERESER 1,974,446 1,974,446 1,655,660 1,655,660
— Amount due to a director — R—ZEEFIA 21,575 21,575 12,552 12,552
— Amounts due to associates — REEARIZIE 5,587 5,587 5,180 5,180
— Amounts due to related parties — K@M A A 164,747 164,747 232,104 232,104
— Bank and other borrowings —BITRAMEE 19,885,938 19,885,938 18,853,034 18,853,034
— Lease liabilities —MHEEE 5,849,301 5,849,301 6,046,841 6,046,841
— Other employee benefits — HitESER 63,300 63,300 64,959 64,959

30,987,340 30,987,340 30,005,983 30,005,983
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

26. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

2. ZEFED2ERHEERST

LIABILITIES BY CATEGORY (continuea)

MEEHNEw

(a) Financial instruments not measured at fair value (a) LIEMAAREEHIEZEMIA
Financial instruments not measured at fair value include cash and WIHFAARBEFEZEHTESE
cash equivalents, pledged and restricted bank deposits, trade ReNERBTEE CEELZR
receivables, deposits and other receivables, amounts due from SIR{TF  EWB SH1E - He K
associates, amounts due from joint ventures, amounts due from Hib U FRIE « FEUREE S A A Fk0E
related parties, trade payables, other payables and accruals, lease FEW S L ERIE - EWREE AR
liabilities, bank and other borrowings, other employee benefits, IE - ENESRIE - A EMNIIE R
amount due to a director, amounts due to associates and amounts EETER - HEAaE - RITREME
due to related parties. E HtEERMN KR—BEEXK

I8~ REEE AR FRIE R B R
I8 o
Due to their short term nature, the carrying values of pledged and BAAREEARE - eI R Z R
restricted bank deposits and cash and cash equivalents, trade FITEZURRSLERIRSIER -
receivables, deposits and other receivables, amounts due from/(to) EWE S e M E R
associates, amounts due from joint ventures, amounts due from/ T8 - JEW (R B AT FE ~ FEUR
(to) related parties, amount due to a director, trade payables, other S ETRIE - U (R) BB TR
payables and accruals and other employee benefits approximates B R—EZEE0H ENBESR
their fair value. 18 - RN I MERTE R A KRE
finfg BfaF) 2 BREEEE AL EEE
B,
The fair value of long term trade receivables, deposits and other RHEWE 708 - IERHEEET
receivables under non-current assets, long term lease liabilities Zme MNEMmERE - RIS
and other employee benefits and trade payables under non- SRR BEE T Z2HMESSE
current liabilities approximates their carrying values as the impact FRERESRIB 2 AN EEERE
of discounting were immaterial. HEEE RERMRFZEBIAE
x o
The carrying amounts of the bank and other borrowings RITRHEMEEZEEEREAAE
approximate their fair values as these borrowings are mainly BERE  REAZSEEXTZERTE
floating-rate borrowings. BE -
(b) Financial instruments measured at fair value (b) BRAARBEHEZEMIA

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

AEBESRMIFEREENABZA
AEBEAEEVERERTSITBES
ABELBE EEANEEFEM
£ & ABUR T ERME B TTET P
RBABBZIBREED R TFE
R ARBEBRD
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

26. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL 26. IZERIZ 9o >4 MEER S
LIABILITIES BY CATEGORY (continued) .ﬂﬁﬁﬁ%% ()

(b) Financial instruments measured at fair value (b) BRARBHEHIEZEMIA (&)

SRS E P KRR MET @

HZE2020F 6 A30 8 1E73E A

(Continued)

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 financial
instruments, as well as the relationship between key observable
inputs and fair value are set out below.

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

The fair value of exchange rate swap is determined based on the
forward exchange rate at the reporting date.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

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

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

SRS E P KRR MET @

HE2020F 6 A30H1ENEA

26. ZERE S ZeREERSE
ﬂﬁﬁﬁ%%)

BROARBEHEZEMIAE)

REPEA M BRAREANRAAE
{E“rEZ‘i\ BMEEMABEENRNAT
RIEERER

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

grouped into Fair Value Hierarchy as follows:

Level 1 Level 2 Level 3 Total
E1E E2E E3E HEt
HK$'000 HK$’000 HK$’000 HK$’000
FET TET TET FET
Asat 30 June 2020 7202056 A30H
(unaudited) (RBEZ)
Assets BE
Financial assets at fair value BAREENERZ
TRIEE
— Listed equity investments — FlRAKRE 3,290 - - 3,290
— Unlisted equity investments — kLM AEE - 212,704 - 212,704
— Unlisted debt investments — I LTHEREER - 324 - 324
Total fair value DNABEARE 3,290 213,028 - 216,318
As at 31 December 2019 7201912 A31H
(audited) (fR/1Z)
Assets =
Financial assets at fair value BRARBEIEZ
CRIAE
— Listed equity investments — ETRARE 6,560 - - 6,560
— Unlisted equity investments — I FRAIRE - 226,381 - 226,381
— Unlisted debt investments — ELTHEREER - 324 - 324
Total fair value RAEERATE 6,560 226,705 - 233,265
Liabilities =R
Financial liabilities at fair value BAREENERZ
TRIBE
— Derivatives —fTETA - 2,569 - 2,569
Total fair value AT BEBE - 2569 - 2,569
During the six months ended 30 June 2020, there have been no B ZE2020F 63081 EA - %1
significant transfers between level 1, 2 and 3 in the reporting B B2 NEIIE 2RISR

WES ANEE(HE2019F6A30H
WEREA - WimE KEE) - BRE
SEARBEZFERGERITEBE
s ERR R L W R ) o

period (six months ended 30 June 2019: no significant transfers).
The methods and valuation techniques used for the purpose of
measuring fair value are unchanged compared to the previous
reporting period.
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NOTES TO THE CONDENSED CONSOLIDATED SRS P HIBI R R MIEE =)
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020 HZE2020F 6 A30 8 1E73E A
26. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL  26. #ZERIBI o 2 SREERS
LIABILITIES BY CATEGORY (continued) aeEMEe
(b) Financial instruments measured at fair value (b) BAREBEEHEZEMIA(Z)
(Continued)
Reconciliation for financial instruments carried at fair value based REBBA TR ABE (E3E):t
on significant unobservable inputs (Level 3) are as follows: B2RARBEIEZEMTAZY
BRI ¢
2020
HK$’000
F&T
Financial assets at FVOC| BARBENEMEEREGEE
LEMEE
— Unlisted equity investments — I ETRAEZE
At 1 January (audited) M1 A1 H(EEZ) = 5,694
Disposal k= - (5,694)
At 30 June 2020 (unaudited)/ 7202045 6 A30 B (REHF%),/
31 December 2019 (audited) 2019412 A 31 A (KEX) = -
Financial liabilities at FVTPL BAREBERERREE
TRIBE
— Derivatives —PTET A
At 1 January (audited) W1 AT A (EEZ) = 21,476
Change in fair value NREBEEEY = (21,476)
At 30 June 2020 (unaudited)/ 720205 6 A30 B (REHF%),

31 December 2019 (audited) 2019 12 A31 B (&FEZ) - -
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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"). In the meantime, the Group has also engaged in businesses
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”).

The Group issued credit enhanced notes in aggregate amount of US$850
million in May and June 2020, respectively, which were listed on the Hong
Kong Stock Exchange. The successful issuance of these notes reduced the
financing costs and improved the liability structure of the Group, representing
investors' recognition to the overall strength of the Group.

During the reporting period, revenue of the Group was approximately
HK$6,094.9 million (for the six months ended 30 June 2019: HK$5,607.9 million).
Loss for the period was approximately HK$1,500.8 million (for the six months
ended 30 June 2019: profit of HK$9.3 million). The loss was primarily due to the
impact of the COVID-19 epidemic (“Epidemic”) on the business of the culture
and media services segment, and also, as a matter of prudence, the Group
made a provision for impairment of the Group's property, plant and equipment
and goodwill of the culture and media services and innovative business
segments of approximately HKS$1,120.7 million. Such impairment was
calculated in accordance with Hong Kong Accounting Standard 36 —
Impairment of Assets. The provision for impairment was a non-cash item and
had no impact on the operations and working capital of the Group.

During the reporting period, the Group continued to take measures to control
costs and expenses. With the gradual improvement of the Epidemic situation
in China and the adjustment of prevention and control measures, the
audience’s demand for watching movies is recovering progressively, and the
business environment of the industry will improve gradually. The Group will
strive to promote the resumption of cinemas and improve the performance of
the culture and media services segment. With the increase in consumer
disposable income and appetite for culture and personal care products, the
business of the Group will sustain growth in the long run.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Culture and Media Services
Business Review

During the reporting period, revenue of this business segment was
approximately HK$158.1 million (for the six months ended 30 June 2019:
HK$2,356.8 million). Loss before income tax was approximately HK$1,973.1
million (for the six months ended 30 June 2019: HK$451.1 million). During the
reporting period, the provision for impairment of property, plant and
equipment and goodwill of this business segment was approximately
HKS725.7 million.

Cinema Operation

During the reporting period, according to requirements for Epidemic
prevention and control and industry regulatory requirements in all regions in
China, all domestic cinemas have been suspended since 24 January 2020.
During the reporting period, the national gross box office of the film market
amounted to approximately RMB2,084 million (excluding service charges),
representing a year-on-year decrease of approximately 92.78%; the total
admission of audience was approximately 61 million, representing a year-on-
year decrease of approximately 92.46%. At the same time, fixed costs such as
employee salaries and cinema rentals were still incurred.

As a result of the foregoing, during the reporting period, the operating income
of cinema operation and cinema media advertising decreased significantly as
compared to the corresponding period of 2019. The cinema business of this
business segment achieved a box office revenue (tax included) of
approximately RMB94.40 million (excluding service charges), representing a
year-on-year decrease of approximately 94.21%. During the Epidemic, the
management of the Company monitored the development of the Epidemic
closely and continued to evaluate and adopted the following measures: (1)
continue to improve internal management efficiency, accelerate the upgrade
of the IT structure and transformation of digitalization of the Group, improve
the operation management level of the Group and enhance the
competitiveness of the Group as one of the leading cinema operation
companies; (2) leverage on internet distribution ecology such as e-commerce
platforms and live streaming platforms to expand growth; (3) pay close
attention to the supporting policies in relation to the Epidemic of the
government and financial institutions, and strive to obtain government
subsidies and tax refund to ease the operating pressure during the Epidemic
and minimize the adverse impact of the Epidemic; and (4) continue to
implement the OMO (Online — Merge — Offline) business model and deepen
the “Film +" strategy to enhance precise marketing and personalized consumer
satisfaction relying on big data in deepening the behavioral insights of the
consumption patterns of audiences, in order to fully prepare for increasing
consumer loyalty to the platform after the Epidemic as well as further
improving user conversion rates.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

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

During the reporting period, affected by the Epidemic, the film industry was
suspended and the suspension of screenings has brought a significant impact
on the film industry. Nevertheless, Dadi Film continued to promote its main
business and strived to minimize the impact of the Epidemic.

During the reporting period, Dadi Film continued its strategy for 2019, holding
on to its stable content making philosophy and keep striving for room for
improvement. It has identified and developed projects with market potential
on its own or cooperate with the leading production team in the industry. Dadi
Film has strived to develop its project on its own and it has optimized the
cooperation with the leading production team to ensure the quality of the
output so as to fully prepare for film production after the resumption of work.
Dadi Film has also actively explored distribution channels for completed film
projects and through new Internet cooperation models.

During the reporting period, the industry of animation contents adjusted its
business structure, strategically focused on the in-depth operation of core
projects, and continued to maintain a good and stable cooperative relationship
with the channels.

Oristar

During the reporting period, the Epidemic has brought unprecedented
challenges to the cinema industry and Oristar. However, in the midst of
challenges, Oristar captured a rare opportunity of “internal development”in the
transformation process. Oristar Technology (HK) Limited and its subsidiaries
(collectively referred to as “Oristar”) has implemented the positioning of a
digital Internet company in the cinema industry, and has deepened and
optimized the revenue management platform of the Oristar cloud cinema
(Software as a Service ("SaaS")-based cinema digitalization total solution) to
provide cinemas complete business support including ticket sales, retail,
membership management, membership marketing, cinema operation
decision-making support and big data Bl (business intelligence) services, and
offer complete mobile solutions for consumers and operators in respect of
APP, H5, mini programs, etc.

During the reporting period, Oristar completed an “error-free” contactless
online system switching for nearly 500 cinemas of the Group, and realized the
first “non-inductive” cloud-based upgrade in the domestic cinema industry.
Subsequently, the Group completed the switching and transfer of information
of certain customers in respect of the revenue management platform product
of the Oristar cloud, which have won positive feedback from customers in the
industry, reflecting Oristar’s spirit of being the first and being innovative as well
as its positive industry influence. At the same time, Oristar has further optimized
the capabilities of the “Oristar cloud” platform and continued to improve and
innovate in terms of empowering cinema marketing, basic revenue
management, and in-depth membership operations.

EEENWED @

XL R EERE (@)

EBERE ()

K&

BEMN TERYE BYEERTTEE
B ORBRIBS T B EL SR T REE
B EAHBEYRERE TR BT
B BB EBI B o

WEHA  KIEFKECE2019FHBRS - B
FIRILIBIT  REKBHNRAIATES  BB8
M EERRRUE—RESRAE  ZRAEAS
MmiHENMIER - KMER —HEILOFRITE
BFIER - Z— T HELR - REEEZRHNAE
BARBELEANRE  RETEERNPA
BEMTRAER - A RIWEZHBERER
ERFEENETRE B EBRESERRR -

WEMA  BEANREXET AR T EBKER
BREZRENZOBEENRERS  #ERRER
RIFEREMIBENSIFRE

RERHE

WA - BB T ENMREREER T A
FIRERRE - AMmEPBEK REREbLDRK
THARER—EHSHEA] HKE - R
ERE (BB BRAPDREWNBE QR (F#E R
ERBEDBOYREERTEBAERRNEN
FMEREREZEFRWEEET A (Saas (AT
RIS LB B (L BB ER T ) AR izt
WEE -TE -SEEE ZEEH  Fhgd
RIS DA R K BUR v 2 S R AR TS B e B T B
BY - WIRETEMAPP - H5 « N FEEM
HEENMEEEMNBEEMmBRTE -

BEMAN > REBHSEK T AR BTS00 R F 65
[TRR] BEEAR ERGYER BERTEARY
BT AR B BEAE  BRTEKED
EFNREZWAETETFERMNYIAERINIEE
B REEXATP—BUFF BRTREMEKEK
BN BRAEFHBHMEENITEZES -
A REMRE-FPTET IREEINFE
e HEEEETREH  EREEEE 8K
EELE T HFEHESCEMBIF -



56 Nan Hai Corporation Limited EEZERERAF

MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Culture and Media Services (Continued)
Business Review (Continued)
Oristar (Continued)

With the continuous expansion of product capabilities and market influence, as
at 30 June 2020, Oristar provided services for approximately 1,885 cinemas,
covering approximately 11,747 halls in 31 provinces (autonomous regions,
municipalities) across China.

Prospects

The Epidemic has a huge impact on the China and global cinema industry. We
expect that after the Epidemic stabilizes, the supply of high-quality contents
will continue to accelerate and the market will recover steadily. In the future,
besides optimizing the nationwide cinema layout and structure, we will
strategically focus on the cinemas in those important regions, create a specific
innovative cinema service model. We remain optimistic about the medium and
long term development of the cinema industry in PRC. In 2020, we will adhere
to our core values of “client-oriented, integrity, proactive, entrepreneurship,
learn-to-grow” to continue the establishment of a film-based platform of
culture and entertainment. We will strengthen cooperation with high-quality
commercial resources and focus on the provision of excellent content. At the
same time, we will strengthen our competitive advantages to provide
consumers with a better viewing experience. We emphasize the demand of
audience to realize deep cultivation and coordination of the industrial chain.
We will continue to make efforts in all aspects of cinema operation business,
content business and cinema revenue service, and set an industry benchmark
for cinema service.

Property Development
Business Review

During the reporting period, revenue of this business segment was
approximately HK$5,386.0 million (for the six months ended 30 June 2019:
HK$2,532.9 million) and profit before income tax was approximately HK$2,497.5
million (for the six months ended 30 June 2019: HK$2,387.7 million). The
increase of revenue was mainly due to the recognition of the income of Phase
4 of “The Peninsula” during the reporting period.

“The Peninsula” Project in Shenzhen

Located in the prime triangle zone formed by Qianhai Shenzhen-Hong Kong
cooperation free trade zone, Houhai financial and commercial center and
Shekou free trade zone, “The Peninsula”, the project under Nan Hai
Development, commands the beautiful landscape of Shenzhen Bay Port. The
project is developed in five phases with a total gross floor area over a million
sg.m., establishing a diversified business format combining high-end housing,
intelligent business, smart hotel, office sharing, creative theater and yacht club
etc.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Property Development (Continued)
Business Review (Continued)
“The Peninsula” Project in Shenzhen (Continued)

Phases 1 and 2 of “The Peninsula” have been sold out. The sale of Phase 3 was
launched in April 2016 and almost sold out currently. The sale of Phase 4 of
“The Peninsula” was launched on 23 April 2019 with the sell through rate
reaching 82% on that day. As at 30 June 2020, accumulated sales amounted to
approximately RMB7,447 million. The project is currently in the stage of
decoration works. The Group is holding 55,800 sg.m. of the commercial portion
to establish businesses including smart hotel, intelligent business and shared
offices according to the idea of “world citizen style and stay with the trend”.
Operation will be commenced by the first half of 2021.

“Free Man Garden” Project in Guangzhou

Located at the Guangzhou airport economic development area, adjacent to
Baiyun International Airport and Guangzhou North Comprehensive Passenger
Transportation Hub, “Free Man Garden” project of Nan Hai Development in
Guangzhou creates an eco-friendly residential area of 1.5 million sq.m. in the
north of Baiyun district, Guangzhou featuring new environment-friendly
concepts, scarce urban green belts and excellent community operations. It is a
complex comprising housing, commercial facilities, cinema, school, garden,
clubhouse and various large scale sports facilities, definitely a quality liveable
district with eco-friendly and oxygen-rich features in Guangzhou. The “Free
Man Garden” project comprises a total of eight phases, of which Phases 1, 2, 4
and 7 have been almost sold out. The sale of Phases 5 and 6 were launched on
1 December 2018. As at 30 June 2020, a total of 527 flats with an aggregate
area of approximately 67,109 sq.m. were sold for sales amount of approximately
RMB1,639 million. Phase 3 known as “Freedom Lane (B i )" with a gross
floor area of approximately 36,000 sqg.m. is self-owned for providing
comprehensive services of catering, entertainment and culture and
commenced operation with a grand opening held on 28 December 2019.
Currently, famous brands including Dadi Cinema, McDonald’s and RT-MART
have opened.

Moreover, the Group has created a new model of operation in real estate
business and developed quality projects in various ways. The “Jinghu
Boulevard” Project sitting to the east of “Free Man Garden” in Guangzhou in
which the Group has invested in is currently with an aboveground floor area of
approximately 80,000 sg.m. and will be developed into a commercial complex
integrating catering, hotel, entertainment, etc. Leveraging on the experience
accumulated in the development of “The Peninsula” and “Free Man Garden”
projects, the Group is actively exploring strategic cooperation in respect of a
number of projects and invest in the construction of various quality projects in
order to materialize a steady and sustainable development of the property
development business.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Property Development (Continued)
Business Review (Continued)
“Free Man Garden” Project in Guangzhou (Continued)

During the reporting period, Nan Hai Development also launched a series of
measures to respond to the Epidemic, including operation cost control,
optimization of the pace of project construction and trial selling of “Free Man
Garden” through livestream to ensure the Company’s stable operation. At the
same time, the outbreak of the Epidemic has also put forward new
requirements for the development of the property service industry, and has
accelerated the increase of demand for property services. The rational division
of internal functional areas, community ancillary facilities, the concept of health
inherent in the products and high-quality property services have demonstrated
significant values. The property service company of Nan Hai Development has
seized the opportunity in this “Epidemic war” to comprehensively improve
service quality and capabilities in multiple dimensions such as emergency
response, material deployment and innovative technology application, and
promote service loyalty and brand value, so as to offer quality life experience.

Prospects

The Epidemic outbreak in early 2020 has a significant impact on the domestic
economic development and the operation of the real estate market in China.
Overall, although the economy is facing major challenges, the central policy
level maintains real estate regulation and control, and holds on to the
unchanged position of "houses are for living but not for speculation (& {F 1~
)", In order to promote the stable operation of the real estate market, the
central and local governments have introduced a number of financial policies
and prudent monetary policies to support the real estate industry in certain
cities, including lowering the loan prime rate, increasing bank credit support,
and encouraging bond and equity financing. In response to the impact of the
Epidemic, the national macroeconomic policies have enhanced countercyclical
adjustments and local policies have been more flexible. With the improving
situation of the Epidemic prevention and control and the orderly progress of
resumption of work and production, as well as the release of backlog of
housing demand after the Epidemic eases, the real estate market in China
continues to recover, especially the land markets in major cities.

As the Epidemic prevention and control work stabilizes, this business segment
will focus on the construction of the decoration work of Phase 4 of “The
Peninsula”’, the progress of sales collection and the development of new real
estate projects in the second half of 2020. Under the current circumstances,
Nan Hai Development will capitalize on the advantages in existing projects,
integrate the Group's industry resources and actively address the challenges
arising from the Epidemic so as to further develop quality projects through
commercial real estate, urban renewal, city transformation and upgrade etc. to
further optimize the strategic network and comprehensively improve the cost
control capability, product creation capability, financing capability and risk
control capability, in order to achieve the stable development of the business.
Nan Hai Development will also further strengthen its talent development,
laying a sound foundation for sustainable development.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Enterprise Cloud Services
Business Review

By virtue of the comprehensive digital marketing, total solutions for digital
business and cloud computing infrastructure services offered for corporate
clients in China, this segment has assisted the clients to continue the
development of digitalization and smart operation with our leading
professional capability in the industry. The Group has not only provided
standardized enterprise service tools to clients through Saa$ service, but also
established flexible and scalable product capabilities for the specific needs of
enterprises, and collaborated with excellent strategic partners in the industry
to establish a service ecosystem covering the entire industry chain. Having
made unremitting efforts over time, we possess a multi-dimensional business
system involving all industries and all channels and have established a
nationwide localized service network, so as to effectively address the problems
of “the last kilometer” from SaaS software to corporate clients.

With the rapid development of mobile internet and social media, the
enterprises’ demand for multi-end and responsive promotion of portal
products is increasing. The full network responsive portal developed on
existing portal products as well as the foreign trade industry solutions launched
by 1 8) I EHE {5 B BR A &) (CE Dongli Technology Company Limited, “CE
Dongli”) under this business segment have effectively met various demands of
different clients for portal products in respect of multi-end content display,
search engine marketing and social media marketing, as well as domestic and
international market promotion. In recent years, the e-commerce area has
shown a diversified development trend. Affected by the Epidemic, social
e-commerce, community e-commerce and new retail have become the most
pressing demands of enterprises. CE Dongli has launched the digitalized
e-commerce business in a timely manner, providing its clients with one-stop
e-commerce solutions featuring online and offline sales channels for clients to
better meet the operation needs of multiple scenarios and channels in the
digitalized age. Coupled with 3t 7 %7 48 185 2 2 B 17 B IR 2 & (Beijing
Xinnet Cyber Information Company Limited, “Xinnet”) cloud computing
underlying technical support services, clients can better achieve business
growth.

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 Infrastructure as a Service (“laaS"), SaaS application, corporate
e-commerce services, “corporate digitalization transformation” total solutions
and big database business intelligence cloud service to China market. During
the reporting period, revenue of this business segment was approximately
HK$412.5 million (for the six months ended 30 June 2019: HK$469.3 million),
loss before income tax was approximately HK$3.6 million (for the six months
ended 30 June 2019: HKS$45.7 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Enterprise Cloud Services (Continued)
Business Review (Continued)
CE Dongli

With 20 years’ service experience, CE Dongli has successfully developed a SaaS
product system that meets the demand for management digitalization from
enterprises in China. It has established a market for corporate services in which
top players of various industries were involved as cooperative partners, and
established an extensive network for business and localized services, providing
corporate digitalization and operation solutions for enterprises in China.

During the reporting period, CE Dongli launched self-service website building
products, forming a complete product portfolio from large and medium-sized
clients to small clients to meet the different needs of clients of various sizes,
and to enhance user experiences while expanding the number of potential
users. During the reporting period, nearly 8,000 paid users have developed
templates for website building. In the area of industrialized solutions, the
launch of the foreign trade portal has been highly recognized by the market
with a total of more than 7,000 foreign trade clients. In the digitalized
commerce area, CE Dongli has served nearly 10,000 corporate clients (including
free and paid clients) through major products such as B2B e-commerce portals
and B2C mobile malls, and obtained Saa$ subscription income of
approximately RMB11 million. CE Dongli continues to commit to product
research and development, and the B2C e-commerce system has stable and
reliable service capabilities in core transaction and key transaction scenarios.
Through the three-party ecological cooperation, the integration of mobile
payment, logistics and delivery and other related services has been realized, in
order to assist the clients to achieve the comprehensive integration of the
information flow, capital flow and logistics of e-commerce business. During the
reporting period, the digitalized commercial business has established a client
operation team with an aim of assisting the clients in completing the WeChat
authentication, payment activation, shop establishment (renovation) and shop
marketing and promotion to assist traditional clients to create online and
offline one-stop sales channel within a short period of time. In respect of the
development of new products, CE Dongli has gradually formed a PaaS
(Platform as a service) platform supported by the middle structure of business
(% 7% & A&) to promptly come up with flexible and feasible products and
industry solutions according to the needs of different industries and customers
of different stages. Hence, it has significantly improved the delivery efficiency
of products and laid a solid foundation for integrating more cooperative
partners in future.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Enterprise Cloud Services (Continued)
Business Review (Continued)
Xinnet

During the reporting period, Xinnet continued to serve domestic medium,
small and micro enterprises through online, direct sales and a nationwide
agent channel system. In addition to business such as domain name
management, public cloud laaS, mailbox, etc,, it also continues to expand the
enterprise market in the area of website building and corporate application
services. It continues to enrich the product line in respect of public cloud
products, adding products including Redis, RabbitMQ, cloud backup and big
data in order to meet the needs of users for PaaS products. The scale of the
information center continues to expand. In addition to the existing three
regions of Northern China |, Il, and Hong Kong, the scale of resources of the
public cloud continues to increase by adding three regions in the Northern
China, so as to meet the growing business needs. At the same time, in view of
the weak technical capabilities and strong business needs of medium, small
and micro enterprises, as the first domestic company to propose the concept
of enterprise cloud service center, it reaches users with the most direct SaaS
application, at the same time covering data products of basic cloud resource,
which has become one of the few suppliers in China of overall cloud service
product, which assists medium, small and micro enterprises to achieve digital
transformation.

Prospects

The management of this business segment considers that in recent years,
enterprises in China have been undergoing a process of digital transformation,
and the Epidemic will accelerate this process significantly. We believe that as a
result of the Epidemic, there will be continuous and significant changes in the
lifestyle and consumption habits of consumers. The variety and frequency of
online shopping will increase significantly, orders from stores in the community
can be placed online with the option of pick-up at the store and home delivery.
It will continue to expand its service range and consumer groups. With the
smart mobile devices becoming increasingly popular, online shopping will no
longer be the privilege of the younger generation, and more elderly will join
online shopping. As such, enterprises and retail stores will pay more attention
to digital operation capabilities such as online display, online promotion, online
transaction and customer relationship maintenance. Enterprises will have
increasing needs of portal products that are more convenient, smart, multi-
channel, and multi-scenario. Therefore, we will continue to improve our
products including self-service website building, full network responsive portal
and foreign trade portal, and provide clients with more timely and efficient
services.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Enterprise Cloud Services (Continued)
Prospects (Continued)

Faced with the diversified consumption needs and online consumption habits
of consumers, traditional retail enterprises are eager to transfer the existing
loyal customers from offline to online, and to form an integrated online and
offline business model. We noticed that in the process of online digital
transformation of traditional retail enterprises, they face practical difficulties
such as insufficient professional capabilities, limited capital investment, and
lack of operating experience. We will strive to develop and strengthen our
localized service capability in order to provide clients with faster, more
professional and comprehensive operation services. We are aware that perfect
Saa$S products and efficient services require the support of new Internet
technologies and platforms. Going forward, with an in-depth understanding of
the business scenarios of clients in various industries, the Group will assist in
the realization of digital transformation for clients in traditional industries based
on cloud computing, the middle structure of business (2 7 # &) and SaaS
tools, as well as better prepare for the challenges in the digitalization era and
respond to the changes in consumer demands. Furthermore, this segment will
increase its investment in data center, cloud computing technology, automatic
operation and maintenance technology, big data technology as well as smart
marketing technology, generally enhancing its core competence of technology
to further develop and optimize its products and services for enterprises’ digital
intelligent business.

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$40.7 million (for the six months
ended 30 June 2019: HK$39.8 million). Loss before income tax was
approximately HK$171.8 million (for the six months ended 30 June 2019:
HK$209.1 million).

Based in Hong Kong, this business segment has around 780 employees. It is a new idea
of combining internet with news media business, aiming at creating an internet lifestyle
platform for Hong Kong people. During the reporting period, apart from developing
the news media business, this business segment has established doctor searching and
health information platform of "ECBook (E&ffiEasy)’, the event platform of “01 Space (01
Z2f&)” and the online bookstore of “01 Subscription (01 5] )", as well as focused on
developing membership ecosystem, rebuilding the running service platform of “LetZ
Goal (B &))" and food order platform “eatojoy (e L {T-)". In the first half of 2020, various
online and offline events such as “01 Community Market (01 #-[&#YEHE ), “Talk Talk
Webinar Series (Talk Talk 48 = 5% & Z 71])", 01 Mobility Gamer (R /& /& B /K )" and
“Hong Kong Film Voting Campaign (% 75 & 52 3, 1835 )" were organized to provide
Hong Kong people with diversified digital lifestyle services featuring news and
information with online and offline activities complementing each other.

EEENWEREINT e
LEERE (D)

RE ()

ELH B E S (LN BT RIARS LLfNE
BIE  EHNTECLANEBERATERS
THAREEEE L - B2 RAE D TS EE
2 HEOLEAE  WELRE ST
e IES - RMBE - ERNTECEES I
W ERRIET  EEELEHTR  EoR
AR BAERRS SERERS  REEEN
59,7 R B R FE A 1 SR R T S A 1 B
B ARPERMBSARE HX . 2ENE
BIRTS o RIPRA - REMSaSES - SRR
BEEEBEN BT AN - KK DR
EERARTEEPNELSEMER L LT
S 24 - Saas T AEAMSE - HEHE
GALEPERYTEE - FF0EHTLE
RE KBRS B E BB o I - A%
BEEPI & £ A A S B R TR E R - &
B3 A AT - B RET © S E B RIT
AN - RERIHLORIGE S - B — S HER
BLERC PR L EE S ENERN
RS o

W EERES
¥BOE

THERESBEIEA0] MI2HEE] - R
HEIA - REB P 2 W= 495 0407 BT (B
220196 H30B 1E/NME A : 039818 L) « BT
SRATEIEN A1 718EE T (HE 201946 A 30
BIE/REA 2091 fE87T) e

REBHPILENES  EEBHRBERAETIH
780N EETE—ABEBANEHBELEF
B R REHFNERRAETEEEEBESK
WA o MEHAN - RNEBFBPIRE BRI EEE
EGHN By [ EfEasy | BEEMFES (01
=REBSFE [015 8 B LEEW  WEIE
BREEERRS BB[EH ] RIREFE R e
T EERREF S ° 2020F L5 HIIRE
PTTOHE@AESE ]« [Talk Talk 48 LB E RS
[BRERBIR]  [BEEFRES | SHEGTE
B BEAEBARUUTBEEEAER KL
BTEBMHER S K% TS 405 RS -



Interim Report 2020 —EB-Z&E hHiRE 63

MANAGEMENT DISCUSSION AND ANALYSIS (continved)

News Media Business (Continued)
Business Review (Continued)

During the reporting period, active users of the webpages and mobile
applications of this business segment reached 1.9 million on average,
representing an increase of nearly 50% as compared to the corresponding
period of 2019. In respect of page views, the average number of daily page
views of the webpages and mobile applications approached over 37 million,
increasing two times as compared to the corresponding period of 2019. Page
views of "HKO1" exceeded 45 million at the peak. As at 30 June 2020, the
number of members of this business segment was nearly 1.3 million, nearly
doubling over the corresponding period of 2019. Affected by the Epidemic, the
overall advertising market in Hong Kong is sluggish. However, during the
Epidemic, online advertising increased significantly. During the reporting
period, the income from display advertising of “HKO1” maintained double-digit
growth, especially, the income from mobile applications increased by more
than 140%. With high quality news reports, this business segment achieved
remarkable results by winning a number of news awards, including four US
Telly Awards, four Business Journalism Awards and various photography
awards.

Prospects

This business segment strives to establish an internet lifestyle platform for
Hong Kong people. For the media aspect, we plan to strengthen the contents
of finance, social news and lifestyle articles to reach a wider audience. Due to
the Epidemic, the awareness of health management of Hong Kong people has
increased, which offered an opportunity for the development of the health
information platform "ECBook (& Al Easy)”. In the future, we will continue to
promote the development of the membership economy, establishing
ourselves as a leading internet lifestyle platform in Hong Kong.

Innovative Business

During the reporting period, revenue of this business segment was
approximately HK$58.0 million (for the six months ended 30 June 2019:
HK$166.5 million) and loss before income tax was approximately HK$499.0
million (for the six months ended 30 June 2019: HK$185.1 million). The loss was
mainly due to the provision for impairment of property, plant and equipment
and goodwill of approximately HK$395.0 million.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Innovative Business (Continued)
Business Review

In 2019, Crabtree & Evelyn completed restructuring and shed all of its
traditional retail stores (except in Mexico) and shifted its manufacturing and
distribution to third party suppliers. After the business restructuring in 2019,
the cost structure of Crabtree & Evelyn has been improved, and a new business
model and product portfolio had been launched in the second half of 2019.
During the reporting period, Crabtree & Evelyn continued to focus on
executing its digital business strategy. Its new product portfolio is recognized
by customers with a weekly compound growth rate of approximately 5% on
the sales of its new product portfolio, and in excess of 20% of sales from repeat
customers. At the same time, Crabtree & Evelyn’s database of registered
customers has grown at a weekly compound growth rate of approximately 6%.

Prospects

The growth of Crabtree & Evelyn’s new product portfolio and new customer
acquisition are driven by sustainable organizational capabilities in product
development, social storytelling, and e-commerce. In the second half of 2020,
Crabtree & Evelyn plans to launch a major range of new products based on
proprietary global explorations as well as a customized gifting program for the
holiday season. Social media will be expanding onto more platforms such as
Pinterest and Youtube. The completion of product registrations will allow
Crabtree & Evelyn to launch its products on e-commerce platforms in China.

Financial Resources and Liquidity

The Group continued to adopt prudent funding and treasury policies. As at 30
June 2020, net assets attributable to the owners of the Company amounted to
approximately HK$3,108.6 million (31 December 2019: HK$4,696.0 million),
including cash and bank balances of approximately HK$12,906.9 million (31
December 2019: HKS11,720.6 million) which were mainly denominated in
Renminbi, Hong Kong dollars and United States dollars. As at 30 June 2020, the
Group's aggregate borrowings were approximately HK$19,885.9 million (31
December 2019: HK$18,853.0 million), of which approximately HK$13,433.2
million (31 December 2019: HK$10,625.9 million) were bearing interest at fixed
rates while approximately HK$6,452.7 million (31 December 2019: HK$8,227.1
million) were at floating rates. The Group has not taken any interest rate hedge
currently.

As at 30 June 2020, the gearing ratio of the Group, which is calculated as the
net debt divided by the adjusted capital plus net debt was approximately
66.50% (31 December 2019: 57.40%).

As at 30 June 2020, the capital commitment of the Group was approximately
HKS$333.3 million (31 December 2019: HK$525.9 million), of which
approximately HK$16.0 million would be used for the renovation of the owned
properties, approximately HK$37.7 million would be used as capital
expenditures for the expansion of its cinema business, approximately HK$279.6
million would be used for property development.
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MANAGEMENT DISCUSSION AND ANALYSIS (continved)

Financial Resources and Liquidity (Continued)

As at 30 June 2020, the Group's contingent liabilities were approximately
HK$21.3 million in connection with the guarantees given to secure credit
facilities (31 December 2019: HK$21.1 million). Details are set out in note 22 to
the condensed consolidated interim financial statements.

As at 30 June 2020, 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$15,580.8 million (31 December 2019: HK$15,083.3
million) were pledged to secure the credit facilities granted to the Group. In
addition, equity investments with a carrying value of approximately HK$212.7
million (31 December 2019: trading securities of HK$200,000) and certain
shares of several subsidiaries were pledged and bank accounts were charged
for securing the Group's credit facilities. Details are set out in note 23 to the
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
Group's borrowings were primarily denominated in US dollars and Renminbi, it
was exposed to foreign exchange risk. 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 Group 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
2020, the Group had approximately 11,979 employees (30 June 2019: 20,081
employees). The total salaries of and allowances for employees for the six
months ended 30 June 2020 were approximately HK$772.8 million (for the six
months ended 30 June 2019: HK$1,074.7 million).

The Group focuses on providing skill and quality training for various levels of
staff, and provides on-the-job capability training to its staff; in respect of staff
quality, corresponding training on personal work attitude and work habits is
also provided.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN EERROAREEBRO 2R
SHARES AND UNDERLYING SHARES 5873}

As at 30 June 2020, the interests and short positions of the directors and chief 3 2020F 6 B308 ' AR A EEREZSTHAE
executive of the Company in shares, underlying shares and debentures of the  AAAR K EFMEE B (TEAEELBE
Company or any of its associated corporations (within the meaning of Part XV (&0 ([ 5 L EIE &0 ) £ xvER) 2 k) ~ 12
of the Securities and Futures Ordinance (the “SFO") as recorded in the register IRy REHFT » HA LEENIRIBEZEHF RIS G0
required to be kept under Section 352 of the SFO or as otherwise notified to #5352 (§&/BF & 7 &L M d sk B iR 5 1 7748 IR
the Company and the Hong Kong Stock Exchange pursuant to the Model Code  §% 10 Fi & - TT384T A2 1T B 5 X 5 HIIZ ST
for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as Bl ([f2% =R ) LE M 5 R A& A QT R E SR

[«)

set out in Appendix 10 to the Listing Rules were as follows: RS RARINT ¢
The Company b. 3/
Long and short positions in shares in issue REBRITROZHFERKE

Yu Pun Hoi (“Mr. Yu") Corporate interest 40,673,177,261(L) 59.25% 1
TamE(TEED NGIE: 3 17,826,086,957(S) 2597% 2
Notes: Bt
1. These 40,673,177,261 shares were collectively held by Rosewood Assets Ltd. Pippen 1. 2540673177261 [RIRD D BRI FAEBERES
Limited, Staverley Assets Limited, First Best Assets Limited and Unicorn Assets Group BRAENARAMIERBERADEE2EEEN
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 £ Unicorn

Assets Group Limited 2k[E3574 ©

2. These 17,826,086,957 shares were charged by Pippen Limited and Rosewood Assets 2. %% 17826086957 IRIRM B T EBBEZEHE

Ltd., such companies are indirectly wholly owned by Mr. Yu through Dadi Holdings ERRARARMIEREBRARIMEEZERAN
Limited, a company wholly owned by Mr. Yu. Pippen Limited 5 Rosewood Assets Ltd. # 1 o

3. (L) denotes long position and (S) denotes short position. 3. (LIBLTFRE » M) AR °
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES (continuea)

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 2020, 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

EENRHREBRG 2R
KRB )

HBEE

WM EAATHEE - FRAERARRRRAG EAE
FIITEBB=S— 2 EE - Bt - TRERR
BRARRAEEEZE(TERBFRBEKRNE
XVER) Z B DR h B i - REBERDNES
BERXFT BT » IRIEFEH RS AL XVER - 348
BARNRZAEER - R2020F6 A30H © AR
RIE BN BEIS 2 I KRR a2
Sy UNNE

B #15
RERTROZIHE

Mr. Yu Corporate interest 12,838,585,316(L) 59.11% 1
THhE NG 3
Notes: Bat

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 2020, 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. %55 12,838,585316 R A R A R R Z 2 &M
B 7~ 7] Goalrise Investments Limited * View Power
Investments Limited }&z Wise Advance Investments
Limited ® A #F G « FRERNRE QARG FEFIE
Mt w MR AR SR R A A

2. (RE=SS -

B EXCATIETEE SN 720206 A308 © KA
ERZRESTBA BBEER AR 7 3k H (] 485
FE(ERRBHRHABEBRMNEXVE) 2 kG
RN RESFT BECENREESF RS
GBI 32EBFE 2 B MAkERIE ETR
AR &% 10 Frak 2 22T A B Ath 5 VAN @ A A A
MEBYZ 2 EmIORE ©
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SHARE OPTION SCHEME

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

Since the adoption of the Scheme and during the six months ended 30 June
2020, 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 2020 and there were
no outstanding share options under the Scheme as at 30 June 2020 and up to
the date of this report.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS

As at 30 June 2020, 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:

B R RE ST 2l

R2012%F5 A28 8 - KRB —IEERIETE
([7Z&TE]) - RIEZATE - RERETFR &
EenERPERLERETAESECES &
BUREANGAANEBELERZAL -

B R Z TSI AR R B E 20206 6 A 30 B 1E/N A
R EAR - AR B AR R AT IR L AR o R
BE2020F 6 A30H IE/NE A ERE - A QA&
RBZTEIEED - BI7E - BB R%
BERRRE - TR 20205F6 A308 MEIEARE HE -
T B B (A B R T OB AR AE o

TERRZESERAR

R2020F 6 4308 » IRIBEARRIZBESRAE
GBI 3B6IKBETE 2 B MG MTAL
(ARBEBERERITBABBRIN REARRZE
DRBERN P EERERAR

Dadi Holdings Limited

Corporate interest

Rz AR A NAERS

Rosewood Assets Ltd. Beneficial interest
s

Pippen Limited Beneficial interest
EnER

Staverley Assets Limited Beneficial interest
BaEn

First Best Assets Limited Beneficial interest
& 3

Kung Ai Ming Corporate interest

BEH NEHER

Yu Ben Hei Corporate interest

FARER NAHES

Macro Resources Ltd. Beneficial interest
s

Lim Siew Choon Corporate interest
NEHER

Empire Gate Industrial Limited

Beneficial interest

e

gy

i
Bk

40,673,177,261 (L) 59.25% 1
17,826,086,957 (S) 25.97% 48&7
8,041,150,210 (L) 71% 1
4,600,280,505 (S) 6.70%
14,830,245,497 (L) 21.60% 1
13,225,806,452 (S) 19.27%
4,893,197,974 (L) 7.12% 1
9,544,736,998 (L) 13.90% 1&7
6,530,443,498 (L) 9.51% 2
6,461,043,498 (S) 9.41%
6,461,043,498 (L) 9.41% 2
6,461,043,498 (S) 941%
4,361,043,498 (L) 6.35% 2
4,361,043,498 (5) 6.35%
5,514,986,997 (L) 8.03% 3
514,986,997 (L) 8.03% 3
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT

POSITIONS (Continued)

FERRZEZR AR =

Central Huijin Investment Ltd.

China Construction Bank Corporation

CITIC Capital Holdings Limited

CITIC Capital Equity Investment (Tianjin)
Corporation Limited

Notes:

Security interest
kil e
Security interest
RS
Corporate interest
NI 5
Security interest
kil o
Beneficial interest
Bagn
Security interest

g F

21,735,849,057 (L)

21,735,849,057 (L)

2,056,850,000 (L)

6,461,043,498 (L)

1,089,450,000 (L)

6,/461,043,498 (L)

Bt -

31.66% 5
31.66% 5
3%
9.41% 6
1.58%
941% 6

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 Heij, 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 17,826,086,957 shares were charged by Pippen Limited and Rosewood Assets
Ltd,, such companies indirectly wholly owned by Mr. Yu through Dadi Holdings Limited,
a company wholly owned by Mr. Yu.

These 21,735,849,057 shares were security interest 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.

Rosewood Assets Ltd. » Pippen Limited ~ Staverley
Assets Limited  First Best Assets Limited & Unicorn
Assets Group Limited & TR EREZERE 2D
Al BREERERA 2 KERAER QAT -
ZERNRZROERN EXBRBERARTRELZ
NEMER °

BRERALLIRTAECRFTAREEZERE
Macro Resources Ltd. )2 K Resources Group Limited
50% % o F A Al D Bl 104,361,043498 K&
2,100,000,000 &M 1D 2 R M A REERHL L K
FARBGEMBEE  m - EEAZTHERES
& ¥ B 2 A ")Redmap Resources Limited # &
69,400,000 & & 17 < # %

Empire Gate Industrial Limited % Lim Siew Choon 5
AR EHEB AR  ZARERZBROHERHA
#Lim Siew Choon 54 FTis 2 #E 2 o

%% 17,826086,957 RN B T e LB BH 2 B
ERRARIRMERERAGEEZERAN
Pippen Limited } Rosewood Assets Ltd. K 1 o

%% 21,735,849,057 B ftAn A AR 2 - fh Central
Huijin Investment Ltd.3% 38 China Construction Bank
Corporation * CCB International Group Holdings
Limited * CCB Financial Holdings Limited + CCB
International (Holdings) Limited 5 CCB International
Overseas Limited #3545 °
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS (Continued)

Notes: (Continued)

6. These 6,461,043,498 shares were security interest indirectly held by CITIC Capital
Holdings Limited through CITIC Capital MB Investment Limited, Prestige Way Holdings
Limited, Prestige Way Limited, CITIC Capital Equity Investment (Tianjin) Corporation
Limited and Infinite Benefits Limited.

7. Based on the filings of Mr. Yu, Dadi Holdings Limited and First Best Assets Limited dated
3 July 2020, 3,909,762,100 shares were charged by First Best Assets Limited, a company
indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company wholly
owned by Mr. Yu.

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

Save as disclosed above, as at 30 June 2020, no person (other than directors
and chief executive of the Company) had notified to the Company any
interests or short positions in shares or underlying shares of the Company
which was required to be recorded in the register kept by the Company under
Section 336 of the SFO.
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Capital Holdings Limited# i CITIC Capital MB
Investment Limited * Prestige Way Holdings
Limited ~ Prestige Way Limited ~ CITIC Capital Equity
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Benefits Limited B335 A °

7. ERTFRE « RiIEA% B R A 7] I First Best Assets
Limited B 884202047 B3E YRR » 3,909,762,100
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

On 8 May 2020 and 11 June 2020, Amber Treasure Ventures Limited, a wholly-
owned subsidiary of the Company, successfully completed the issuance of two
tranches of credit enhanced notes due in 2022 with an amount of
US$500,000,000 bearing an interest rate of 3.50% per annum and an amount of
US$350,000,000 bearing an interest rate of 2.90% per annum, respectively. Such
notes are listed on the Hong Kong Stock Exchange.

As stated in the announcements of the Company dated 25 May 2017 and 21
July 2017, Amber Treasure Ventures Limited issued two tranches of credit
enhanced notes due in 2020 with an amount of US$500,000,000 bearing an
interest rate of 3.00% per annum and an amount of US$400,000,000 bearing an
interest rate of 3.15% per annum (the “2017 Notes"), respectively. Such notes
are listed on the Hong Kong Stock Exchange. Amber Treasure Ventures Limited
has fully repaid the outstanding principal and accrued interest of the 2017
Notes due on 25 May 2020 and 21 July 2020, respectively.

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 2020.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six
months ended 30 June 2020 (for the six months ended 30 June 2019: 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 2020.

CHANGES IN MEMBERSHIP OF THE BOARD AND THE
DIRECTOR’S INFORMATION

The Company has since been notified that Mr. Xiao Sui Ning, an independent
non-executive director of the Company, became a director of LexinFintech
Holdings Ltd. (listed on the NASDAQ stock exchange, stock code: LX) on 30
September 2019.

Save as disclosed above, there was no change in membership of the Board and
the information of the directors of the Company since the date of the
Company's 2019 annual report.
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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 2020.

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
2020, 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, 26 August 2020
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