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

INTRODUCTION

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

Our responsibility is to express a conclusion on the interim condensed
consolidated financial statements based on our review. This report is
made solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.
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Nan Hai Corporation Limited
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INDEPENDENT REVIEW REPORT (continued)

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the interim condensed consolidated financial
statements are not prepared, in all material respects, in accordance
with HKAS 34.

OTHER MATTER

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

BDO Limited
Certified Public Accountants

Chiu Wing Cheung Ringo
Practising Certificate no. P04434

Hong Kong
29 August 2018
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CONDENSED CONSOLIDATED INCOME

STATEMENT — UNAUDITED

For the six months ended 30 June 2018
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0020180 603000600

For the six months
ended 30 June
goeéed3000600

2018 2017
Notes HK$'000 HK$'000
oo Oooao ooo
(Re-presented)
oooo
Revenue oo 6(a) 8,635,655 8,184,548
Cost of sales and services provided gooooooooo (2,703,856) (3,285,496)
Gross profit oo 5,931,799 4,899,052
Other operating income googoogo 6(b) 303,474 202,577
Selling and marketing expenses ooooooooo (1,711,593) (1,296,470)
Administrative expenses opooo (672,680) (455,567)
Other operating expenses goopoooag (921,339) (453,099)
Finance costs oooo 7 (522,270) (298,015)
Gain on fair value change on financial oob0ooooooood
liabilities at fair value through goooooooooooo
profit or loss 29,406 21,573
Impairment loss on trade receivables gooooooooo (28) (96)
Impairment loss on other receivables 0000000000 (16,344) -
Gain on disposal of non-current do0o0oooooooOoOOoOoOo
assets held-for-sale 21,710 -
Loss on deemed disposal of anassociate 0000000000000 - (162)
Share of results of associates goopDoonDooo 6,741 10,619
Share of result of a joint venture oooooooooo 521 -
Gain on fair value change oninvestment OO00000000O0000O
properties 13 1,053 2,117
Profit before income tax goooooo 8 2,450,450 2,632,529
Income tax expense ooooo 9 (1,452,849) (1,423,331)
Profit for the period oooo 997,601 1,209,198
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CONDENSED CONSOLIDATED INCOME
STATEMENT — UNAUDITED (continued)

For the six months ended 30 June 2018
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0020180 603000600

For the six months
ended 30 June
Ogoeéed3000600

2018 2017
Notes HK$'000 HK$'000
oo Oooao ooo
(Re-presented)
oooo
Profit/(Loss) for the period oopDoooDoo
attributable to: gomoomm
Owners of the Company gooogo 984,438 1,258,972
Non-controlling interests goooo 13,163 (49,774)
997,601 1,209,198
HK cent HK cent
oo oo
Earnings per share for profit ooooooooono
attributable to the owners of gooooooao
the Company during the period
— Basic — 0o 11(a) 1.43 1.83
— Diluted —Qog 11(b) 1.43 1.83
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CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME — UNAUDITED

For the six months ended 30 June 2018

oodoooboboon
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0020180 603000600
For the six months

ended 30 June
goeéed3000600

2018 2017
HK$'000 HK$'000
ooo good
Profit for the period oooo 997,601 1,209,198
Other comprehensive income, ooooooooooooo
including reclassification adjustments oo
Items that will not be reclassified subsequently ooooooooooood
to profit or loss: oooo
Fair value change in financial assets at fair value oobooooooooooo
through other comprehensive income, o0oooooodoooo
net of tax oooooo 16,117 -
Items that may be reclassified subsequently ooooooooooon
to profit or loss: oooo
Exchange (loss)/gain on translation of financial ooooooooooooo
statements of foreign operations ooomoo (225,394) 183,203
Exchange (loss)/gain on translation of financial ooooooooooon
statements of foreign associates oomoomoo (1,562) 2,454
Exchange loss on translation of financial O00ooO0oOoooooooo
statements of a foreign joint venture ooooag (88) -
Exchange differences reclassified on deemed ooooooooooooo
disposal of an associate, net of tax oodooomuooooo - 359
Other comprehensive income for the period, ooooooooOooooo
including reclassification adjustments oooo (210,927) 186,016
Total comprehensive income for the period gooooooo 786,674 1,395,214
Total comprehensive income attributable to: oooooOoooOoOooOooo
Owners of the Company oooooo 787,994 1,442,218
Non-controlling interests ooooo (1,320) (47,004)
786,674 1,395,214
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CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

As at 30 June 2018

oooodogoon

020180 60 300

(Unaudited) (Audited)
gooooo goooo
30 June 31 December
2018 2017
20180 20170
60 300 120 310
Notes HK$'000 HK$'000
oo oo0d goo
ASSETS AND LIABILITIES goooo
Non-current assets goooo
Property, plant and equipment oooooooa 12 5,666,555 5,863,807
Investment properties oooo 13 112,011 112,448
Prepaid land lease payments under oooooooooooo
operating leases 24,034 24,606
Interests in associates oooooooo 150,772 145,593
Interest in a joint venture oo0oooooooo 5,846 5,413
Amounts due from related parties oooooooo 25(b) 437,759 254,324
Available-for-sale financial assets oooooooao - 135,915
Financial assets at fair value through oobooooooooooo
other comprehensive income oooo 151,817 -
Financial assets at fair value through oodooooooooo
profit or loss oooa 498 -
Long term trade receivables oooooooo 15 1,185 2,370
Deposits, prepayments and other receivables 000000000000 00O 1,297,340 901,850
Intangible assets oooo 14 6,335,483 6,438,083
Deferred tax assets oooooo 808,790 596,985
Pledged and restricted bank deposits o0oo00o0ooooooo 3,646,153 3,591,605
18,638,243 18,072,999
Current assets oooo
Inventories 0o0g 15,686,035 15,319,232
Financial assets at fair value through oobooooooooa
profit or loss oooo 98,137 199,474
Financial assets at amortised costs 0ooooooooooo 118,554 -
Held-to-maturity investment ooooooo - 120,106
Trade receivables oooooo 15 500,357 677,298
Deposits, prepayments and other receivables 00000000000 0D00OO 3,174,660 2,992,945
Amounts due from associates oooooooo 12,599 11,238
Amount due from a joint venture 0poooooooo 2,403 2,491
Amounts due from related parties oooooooo 25(b) 1,544 4,064
Pledged and restricted bank deposits 00o00o00oooooo 6,081,903 5,080,474
Cash and cash equivalents ooooooooo 3,111,520 4,397,710
28,787,712 28,805,032
Non-current assets held-for-sale goooooooooo - 15,018
28,787,712 28,820,050




CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (continued)

As at 30 June 2018
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020180 60 300

(Unaudited) (Audited)
gooooo goooo
30 June 31 December
2018 2017
20180 20170
60 300 120 310
Notes HK$°000 HK$'000
oo oo0d goo
Current liabilities oooo
Trade payables oooooo 16 1,562,571 2,137,185
Other payables and accruals o0oo00o0ooooooo 1,662,516 1,439,633
Contract liabilities oooo 6(a) 7,064,058 -
Receipt in advance and deferred revenue ooooooooo - 6,851,766
Provision for tax oooo 3,923,873 3,823,364
Amount due to a director goooooo 7177 9,878
Amount due to an associate goooooooo 5,492 5,492
Amounts due to related parties goooooog 25(b) 94,738 135,669
Bank and other borrowings goooooog 17 10,570,674 9,653,920
Finance lease liabilities oooooo 45,214 59,189
Convertible and exchangeable bonds ooooooooo 18 1,190,211 1,172,381
Financial liability at fair value oodooooooooo
through profit or loss oooo 18 49,709 86,908
26,176,233 25,375,385
Net current assets oooooo 2,611,479 3,444,665
Total assets less current liabilities ooooooooo 21,249,722 21,517,664
Non-current liabilities ooooo
Long term trade payables oooooooao 16 2,943 7,757
Other employee benefits oooooo 2,037 2,064
Bank and other borrowings ooooooo 17 12,634,443 13,242,534
Finance lease liabilities oooooo 11,860 27,984
Provision for warranty oooo 4,058 3,917
Financial liability at fair value opb0ooooooooo
through profit or loss oooa 7,793 -
Deferred tax liabilities oooooo 1,010,252 1,038,158
13,673,386 14,322,414
Net assets oooo 7,576,336 7,195,250
EQUITY 0o
Share capital 0o 19 686,455 686,455
Reserves oo 5,876,077 5,456,775
Equity attributable to oooooooooo
the Company's owners 6,562,532 6,143,230
Non-controlling interests ooooo 1,013,804 1,052,020
Total equity oooo 7,576,336 7,195,250
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CONDENSED CONSOLIDATED STATEMENT OO0OO00OO0OO0OOOOO

OF CASH FLOWS — UNAUDITED —oogno
For the six months ended 30 June 2018 0020180 60 3000 600

For the six months
ended 30 June
oggdé60 3000600

2018 2017
HK$'000 HK$'000
oo goo
Cash flows from operating activities ooooooooo
Net cash generated from operating activities oooooooooo 981,695 1,619,141
Cash flows from investing activities ooooooooo
Payments to acquire intangible assets ooooooooo (31,993) (12,509)
Payments to acquire property, plant and oobooooboobogoo
equipment (387,041) (544,468)
Payments to acquire financial assets oooob0oopoooooooo
at fair value through profit or loss ooooo (2,015) (187,420)
Payments to acquire financial assets atfairvalue 00000000000 00O00O00O00O
through other comprehensive income gogooooo (1,689) -
Proceeds from sales of financial assets oooobOoooooooooo
at fair value through profit or loss oooooao 105,051 -
Net cash outflow arising from acquisition of doooooooooo
interest in subsidiaries oogooogo (4,393) (615)
Increase in long term deposits, otherreceivables OO0 000000000000
and amount due from related parties gogooooo (360,820) (226,112)
Increase in pledged and restricted bank deposits OO0 00000000 O00O0O (1,188,298) (2,587,955)
Interest received oooog 52,955 93,985
Payments of guarantee deposits oooooo - (74,969)
Proceeds from disposal of partial interests in o2060000ooooooon
subsidiaries in 2016 oogog - 170,145
Proceeds from disposal of property, oooooooooooooo
plant and equipment 406 19
Proceeds from sales of non-current assets goooooooooo
held-for-sale oooo 36,728 -
Payments for setting up and acquisition of godoooooooooag
associates - (9,365)

Net cash used in investing activities oooooooooo (1,781,109) (3,379,264)




CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS — UNAUDITED (continued)

For the six months ended 30 June 2018
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0020180 60 3000600

For the six months
ended 30 June
goeéed 3000600

2018 2017
HK$'000 HK$'000
ogad gdd
Cash flows from financing activities ooooooooo
Proceeds from bank and other borrowings goooooooooo 3,290,283 8,348,099
Repayments of bank and other borrowings ooooooooo (2,912,361) (2,099,900)
Repayments of capital element of finance 000oooooooooo
lease liabilities (31,071) (13,451)
Repayments of interest element of finance 000oooooooooo
lease liabilities (4,776) (3,097)
Interest paid oooo (778,922) (537,501)
(Repayment to)/Advance from a director oooooooomoo
goooooo (2,601) 49,510
Payment to acquire non-controlling interestsof 000000000000 0O00O
subsidiaries (4,652) (12,717)
Capital contribution by non-controlling equity goooooooooo
holder of a subsidiary ooooo - 3,721
Net cash (used in)/generated from ooomoomooooon
financing activities (444,100) 5,734,664
Net (decrease)/increase in cash and 000000 o0omoomon
cash equivalents oo (1,243,514) 3,974,541
Cash and cash equivalents at 1 January o101000o0o0oooooo 4,397,710 1,172,620
Effect of foreign exchange rate changes, go00oO0oO0oOoOooooOoOOoOo
on cash held (42,676) 74,643
Cash and cash equivalents at 30 June geéen3000I0opoooooOg 3,111,520 5,221,804
Analysis of the balances of cash and 000o0ooOoooooon
cash equivalents
Cash at banks and in hand goooooo 3,111,520 5,221,804

11
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CONDENSED CONSOLIDATED STATEMENT ODoodooooga

OF CHANGES IN EQUITY
For the six months ended 30 June 2018 0020180 60 3000 600

Equity attributable to the Company's owners

gooooooooo
Non-
Share Share  Capital  General FVOCl  Exchange  Retained controlling
capital  premium reserve reserve reserve reserve profits Total interests
ooooo
goooo
oooo
oo oo
(note 19)
000190
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
At January 2017 (audited) o017010100000 68645 965911 1564656 181,722 - 23586 M71% 4051766 1154233 520999
Profit/(Loss) for the period gooomoono - - - - -

1258972 1258972 (49.774) 1,209,198

Other comprehensive income gooooo - - - - - 183,246 183,246 2,770 186,016

Total comprehensive income gooooooo

for the period - - - - - 183,246 1258972 1442218 (47,004 1395214
Acquisition of non-controlling 000000000000

interests in subsidiaries - - (335 - - - - (3,352 (9,365) (12717
Acquisition of anon-wholly owned 00000000000

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

non-controlling shareholders

of subsidiaries - - - - - - - - 3721 3
Dividends relating to 2016 (note 10) 2016000000 100 - - - - - - (131,91 (131.291) - (131,91
At 30 June 2017 (unaudited) 0201706030000000 686,455 965911 1,561,304 181,722 - 419112 1538837 5353341 1101575 6454916
At 1 January 2018 (audited) 0218010100000 686,455 965911 1,564,582 184,034 - 756,668 1985580 6,143,230 1,052,020 7,195,250
Effect on adoption of HKFRS 9 0oooooooono

(note 3) 09000mMmon3o - - - - (1,580) - (104,355)  (105,935) - (105,935
Effect on adoption of HKFRS 15 0000000000

(note 3) 015000Mmo030 - - - - - - (104,537) (104,537) - (104,537)
At 1 January 2018 (restated) 020180101000000 686455 965911 1,564582 184,034 (1,580) 756,668 1,776,688 5,932,758 1,052,020 6,984,778
Profit for the period gooo - - - - - 984438 984,438 13,163 997,601
Other comprehensive income goooog - - - - 16,117 (212,561) - (196,444)  (14,483) (210,927)
Total comprehensive income gooooooo

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

interests in subsidiaries - - (335) - - - - (335) (4,317) (4,652)
Acquisition of anon-whollyowned 00000000000

subsidiary - - - - - - - - 2,801 2,801
Dividends to non-controlling gooooooooo

interest of a subsidliary gpoooooo - - - - - - - - (35380)  (35,380)
Dividends relating to 2017 (note 10) 20170000000 100 - - - - - - (157,885)  (157,885) - (157,885)

At 30 June 2018 (unaudited) 02018060 30000000 686,455 965911 1,564,247 184,034 14,537 544107 2,603,241 6,562,532 1,013,804 7,576,336




NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS
For the six months ended 30 June 2018

1.

GENERAL INFORMATION

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

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

BASIS OF PREPARATION

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

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

NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

2. BASIS OF PREPARATION (continued) 2. U0UOUooo

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

These condensed consolidated interim financial statements are
presented in Hong Kong Dollars (“HK$"), 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 2017 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 (the
"HKFRSs") and should be read in conjunction with the 2017
annual financial statements.

These condensed consolidated interim financial statements are
unaudited, but has been reviewed by BDO Limited in accordance
with Hong Kong Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”, issued by the HKICPA. BDO
Limited’s independent review report to the Board of Directors is

included on pages 3 and 4.
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018 0020180 60 3000 600

3. CHANGES IN HKFRSs 3. J0ooooouoono

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

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

HKFRS 9, Financial Instruments

o HKFRS 15, Revenue from Contracts with Customers

o HK(IFRIC)-Interpretation 22, Foreign Currency Transactions
and Advance Considerations

. Amendments to HKFRS 2, Classification and Measurement
of Share-based Payment Transactions

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

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

. Amendments to HKAS 40, Transfers of Investment Property

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

The impact of the adoption of HKFRS 9 Financial Instruments (see
note 3A below) and HKFRS 15 Revenue from Contracts with
Customers (see note 3B below) have been summarised below.
The other new or amended HKFRSs that are effective from 1
January 2018 did not have any material impact on the Group's
accounting policies.
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NOTES TO CONDENSED CONSOLIDATED

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

odoboodotudlooo

0020180 603000600

3. CHANGES IN HKFRSs (Continued)

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

3. J0oonobbobbOooo

gboogobooboobooobd
ooouoooooog

goooobobooooboboooonn
goboboooooobbooooon
goooooooooooooon
goooooboooooooobo
gobooobooon

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

Annual Improvements Improvements to HKFRSs! 20140 0O 20160 gooooo
to HKFRSs 2014-2016 ooooooog ooooor!
Cycle ooooooo

Amendments to HKFRS 9 Prepayment Features with pooooooo oooooo

Negative Compensation’ oo0OoonO oooooor!

HKFRS 16 Leases' oooooooo oo

0160
HKFRS 17 Insurance Contracts? gooooooo opoooe
0170
HKAS 19 Employee Benefits! goooooo1eo ooogo!
HKAS 28 Long-term Interests in oooooooz280 OOoOOOoOoO
Associates or Joint Ventures' ooooo
oooag’!

HK(IFRIC)-Int 23 Uncertainty over Income Tax OMoooooo oooooo

Treatments' oooooo goog!
Oooog230

Amendments to Sale or Contribution of Assets gooooood oooooogo
HKFRS 10 between an Investor and o1oooooo ooooo
and HKAS 28 its Associate or Joint Venture® ooogz280000 ooooo

ooooo
oog:?

! Effective for annual periods beginning on or after 1 January 2019

2 Effective for annual periods beginning on or after 1 January 2021

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

0201901010 0000000000
oo

0z2021010100000000000
oo

Ooooooo2016010100000
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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0020180 603000600

3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo

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

HKFRS 16 — Leases

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

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

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

profit and classification of cash flows.
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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0020180 603000600

3. CHANGES IN HKFRSs (Continued)

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

HKFRS 16 — Leases (Continued)

3. J0oonobbobbOooo

gboogobooboobooobd
oo ddtooo

oooooooooitso—ooooo

Some of the commitments may be covered by the exception for

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

relate to arrangements that will not qualify as leases under HKFRS

16.

The standard is mandatory for the first interim periods within

annual reporting periods beginning on or after 1 January 2019.

At this stage, the Group does not intend to adopt the standard

before its effective date.
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A. HKFRS 9 Financial Instruments ("HKFRS 9") A. J000O0O0D0DOogoe9enoO
Oo0ddooooooon
090
(i)  Classification and measurement of financial () OO0O0OO00C0O0O000

instruments

HKFRS 9 replaces HKAS 39 Financial Instruments:
Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for
financial instruments: (1) classification and
measurement; (2) impairment and (3) hedge
accounting. The adoption of HKFRS 9 from 1 January
2018 has resulted in changes in accounting policies of
the Group and the amounts recognised in the
condensed consolidated interim financial statements.
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES IN HKFRSs (continued) 3. 000000000 Oooo
A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad
(Continued) goooooooogd
o0l oo
(i)  Classification and measurement of financial () OO0OO0000000000
instruments (Continued)
The following tables summarised the impact, net of oooooooooooo
tax, of transition to HKFRS 9 on the opening balance 000090000 201801
of retained earnings and FVOCI reserve as of 1 010o0o0ooooooao
January 2018 as follows (increase/(decrease)): Jooooooooooog

gbooooboooboo
gbomooOo

HK$'000
ooo

Retained earnings oooo
Retained earnings as at 31 December 2017 02017012031000000 1,985,580
Increase in expected credit losses ("ECLs") in oo00ooO00ooooooon

trade receivables and other receivables 000000 oooooom

(note 3A(ii) below) 0000000 3A@MO (139,139)
Increase in deferred tax assets relating to dodoooooooooooo

impairment provisions 34,784
Restated retained earnings as at 1 January 2018 020180 101000000000 1,881,225

HK$'000
ood

FVOCI reserve ooooooooooooobooooo
Reserves balances at 31 December 2017 020170120 1000000 -
Restated reserves balance as at 1 January 2018 020180 101000000000 (1,580)
FVOCl reserve as at 1 January 2018 020180101000000000000

ooooooo (1,580)
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NOTES TO CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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0020180 603000600

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

3. J0oonobbobbOooo
A. DO0O0Oooobooboenon

(Continued) goooooooogd
090 oo
(i) Classification and measurement of financial () OO0OO0000000000

instruments (Continued)

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

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

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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0020180 603000600

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

3. J0oonobbobbOooo
A. DO0O0Oooobooboenon

(Continued) goooooooogd
090 oo
(i)  Classification and measurement of financial () OO0OO0000000000

instruments (Continued)

A financial asset is measured at amortised cost if it 00DoooDOooooooo
good0o0oooooooa
oooooooooooo

gobooooboog

meets both of the following conditions and it has not
been designated as at FVTPL:

° It is held within a business model whose ° gooooooooo
OooooOooOoooo
O0ooOO0oo0oooono

O

objective is to hold financial assets in order to
collect contractual cash flows; and

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

gooooooooad
gooooooooa
gooooooooa
oooooooooa
ooooo

A debt investment is measured at FVOCI if it meets Jooooooooooo
go0ooooooobooo
gooooooooooao
goo0oooobooooo
oooo

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

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

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

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018
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0020180 603000600

3. CHANGES IN HKFRSs (continued) 3. J0oonobbobbOooo

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

A. DO0O0Oooobooboenon

(Continued) goooooooogd
090 oo
(i)  Classification and measurement of financial () OO0OO0000000000

instruments (Continued)

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

would otherwise arise.
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NOTES TO CONDENSED CONSOLIDATED O000000000000oo
INTERIM FINANCIAL STATEMENTS (Continued)
For the six months ended 30 June 2018 0020180 60 3000600
3. CHANGES IN HKFRSs (Continued) 3. 0000000 dddooo
A. HKFRS 9 Financial Instruments (“"HKFRS 9") A. 000000 D0DOO90O0
(Continued) Jdogdogogooogg
Oo9e0 Moo
(i)  Classification and measurement of financial () OOooOoOooooooooo
instruments (Continued)
The following accounting policies would be applied oogoDOoooooDoooog
to the Group's financial assets as follows: ooooooooo
FVTPL FVTPL is subsequently measured at fair value. Changes in fair value,

dividends and interest income are recognised in profit or loss.

ocooooooboooo oo0oooOooooOooooobOooooooOooooooo
ooooooboooooobooooo

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

gooo goooooooboooboboobobbbbbobobooobbbDbo
gooooooooobbbboobbobbbbbobooooooo
oog

FVOCI (equity investments) Equity investments at fair value through other comprehensive

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

oooooooooood co0foo0dooooOoo0ooOooooooooooooooo
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo

A. HKFRS 9
(Continued)

Financial Instruments (“"HKFRS 9")

(i) Classification and measurement of financial

instruments (Continued)

(a)

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

In addition to (a) above, listed debt investments
were reclassified from held-to-maturity investment
to financial assets at amortised cost, as the
Group's business model is to collect contractual
cash flow from these financial assets. These
listed debt investments meet the SPPI criterion.
As such, listed debt investments with a carrying
amount of HK$120,106,000 were reclassified
from held-to-maturity investment to financial

assets at amortised costs and there was no
impact on the statement of financial position on
1 January 2018.
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

3. CHANGES IN HKFRSs (continued) 3. J0oonobbobbOooo

A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad

(Continued) goooooooogd
o0l oo

(i)  Classification and measurement of financial () OO0OO0000000000

instruments (Continued)

oooooooboOo?201801
O1oo0oooooooon
gooooo3ooooo
gboooooobooooo

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

2018: gooe0oOooOoonoa
Carrying Carrying
amount as at amount as at
Original classification New classification 1 January 2018 1 January 2018
Financial assets under HKAS 39 under HKFRS 9 under HKAS 39 under HKFRS 9
oooooo gooooa
goooaoa 0oa390 ooooo9eno
gooooooo goooo9eo 0201801010 0201801010
03900000 gooo gooo oooo
HK$'000 HK$'000
ooo goo
Listed equity investments  Held-for-trading FVTPL 199,474 199,474
gooooao gooo godoooooooo
Unlisted debt investments  Available-for-sale financial FVTPL 324 324
assets (at fair value)
goooooa gooooooo opdoooooooo
gooopoooo
Listed debt investments ~ Held-to-maturity investment ~ Amortised cost 120,106 120,106
(note 3A(i)(b))
gooooo 00000000 003AMRO 0000
Unlisted equity investments  Available-for-sale financial FVOCI 135,591 134,011
assets (at cost) (note 3A(i)(a))
goooooa godoooooooooo boobooobooooo
000 3A() @)D gooao
Trade and other receivables Loans and receivables Amortised cost 2,724,822 2,585,683
goooooooo goooooa gooo
Other loans and receivables Loans and receivables Amortised cost 272,117 272,117
goooooooo goooooa gooo
Pledged and restricted Loans and receivables Amortised cost 8,672,079 8,672,079
bank deposits
00o00oO0ooooo goooooao oooo
Cash and cash equivalents  Loans and receivables Amortised cost 4,397,710 4,397,710

obooooooo obobono oooo
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
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3. CHANGES IN HKFRSs (continued) 3. J0oonobbobbOooo

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

A. 000000 O0OOD90OO
gobboobogoboo

o990 Mmoo
(i)  Impairment of financial assets (i) OOoOooOOooo
The adoption of HKFRS 9 has changed the Group's ooobooooooooe
impairment model by replacing the HKAS 39 ooooooooooono

“incurred loss model” to the "ECL model”. HKFRS 9
requires the Group to recognise ECLs for trade
receivables, financial assets at amortised costs,
contract assets and debt investment at FVOCI earlier

ooooooooOos3emao
goooooboobboodo
gooooomooood
ooooeooooood

than HKAS 39. Cash and cash equivalents and ooboooooosoo00
pledged and restricted bank deposits are subject to oooooooooooo
ECL model but the impairment is immaterial for the oooooooooooao
current period. goooOooooood
goooooobobood
gooDooooooood
gooooooooooa
goooooooboooa
go0oooooooooa
oo
Under HKFRS 9, the losses allowances are measured oooOooooooooo
on either of the following bases: (1) 12 months ECLs: oooooooooood
these are the ECLs that result from possible default oooooomzoooo

events within the 12 months after the reporting date:
and (2) lifetime ECLs: these are ECLs that result from
all possible default events over the expected life of a
financial instrument.

Measurement of ECLs

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

The Group has elected to measure loss allowances for 00000000o0oon
trade receivables and other receivables using HKFRS gooeuoooooog
9 simplified approach and has calculated ECLs based gooooooooooo
on lifetime ECLs. The Group has established a Jooooogoooooo
provision matrix that is based on the Group's oooooooooooo
historical credit loss experience, adjusted for forward- gooooooooooo
looking factors specific to the debtors and the oooooooooooo
economic environment. goobooboobooooo
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo

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

(ii)

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

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

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

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

The maximum period considered when estimating
ECLs is the maximum contractual period over which
the Group is exposed to credit risk.

A. DO0O0Oooobooboenon
gomoobooboon

090 Moo
(i) OO0O0000000
ooooooooogoo

gboobooooooobo
ooooooDo20000O
oooooogoo1z0o0
gboooboooboooo
gbogoboboooobo
goooooboooz00b
gbooobobobdo
gboooobobooboo
gooobooooooo
gboooboobooao
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NOTES TO CONDENSED CONSOLIDATED O00000000000Oooo
INTERIM FINANCIAL STATEMENTS (Continued)
For the six months ended 30 June 2018 0020180 60 3000600
3. CHANGES IN HKFRSs (continued) 3. 00000000 oUooo
A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad
(Continued) goooooooogd
090 Moo
(i)  Impairment of financial assets (Continued) (i) OO0OO0O00000O00
Presentation of ECLs oooooooon
Loss allowances for financial assets measured at 00o0oooooooono
amortised cost are deducted from the gross carrying gooooooooooo
amount of the assets. For debt investment at FVOCI, goooooooO0Oooo
the loss allowance is recognised in OCI, instead of o0o0ooO0oooooooao
reducing the carrying amount of the assets. gooooooooooog
ggobooboooobod
gooogo
Impact of the ECL model ooooooooood
(@)  Impairment of trade receivables (@) ODDOO0ODOOoOooOoo
As mentioned above, the Group applies the Oooooooooo
HKFRS 9 simplified approach to measure ECLs oooooooooo
which adopts a lifetime ECLs for all trade oeUooooooo
receivables. To measure the ECLs, trade oooooooooo
receivables have been grouped based on oooooooooo
shared credit risk characteristics and the days oooooooooo
past due. The loss allowance for trade oooooooooo
receivables as at 1 January 2018 was determined oooooooooo
as follows: oooo0ooooooo

0201801010 O O
goooooobooboo
gooo
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NOTES TO CONDENSED CONSOLIDATED O00000000000O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 603000600
3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo
A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad
(Continued) goooooooogd
090 Moo
(i)  Impairment of financial assets (Continued) (i) OO0OO0O00000O00
Impact of the ECL model (Continued) oooooooooomon
(@) Impairment of trade receivables (Continued) (@) ODOOOoOoooogd
ooao

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

As at 1 January 2018 pastdue pastdue pastdue pastdue 360 days
good0 0090 OO1810 0OO27M0 000D
0201801010 900 1800 2700 3600 3600

Gross carrying amount (HK$'000) 0000000 379390 223,654 31,496 26,653 48,538 709,731

Less: Individually assessed goooooo

(HK$'000) 0moooo - (52,043 - - (19.977)  (72,020)
Carrying amount under collective 0000000

measurement (HK$'000) 0omoooo 379,390 171,61 31,49 26,653 28,561 637,711
Expected credit loss rate (%) 00ooooa %) 0.1% 1.0% 3.0% 5.0% 20.0%
ECL allowance for collectively gooooooo

measurement (HK$'000) 00oooo

ooooo (379) (1,716) (945) (1,334 (5712)  (10,086)

Individually assessed loss oooooooo

allowance (HK$'000) goomoooo - (52,043) - (19.977)  (72,020)

Total loss allowance (HK$'000) goooomoooa (379)  (83,759) (945)  (1,334)  (25,689)  (82,1006)

The increase in loss allowance for trade 020180101000
receivables upon the transition to HKFRS 9 as of ooooooooao
1 January 2018 were HK$52,043,000. The loss oe0O0ooooooo
allowances further increased by HK$28,000 Ooo0oooooao
during the six months period ended 30 June 52,043, 0000 0000
2018. 20180 60 3000 60

gooooboobooboobooo
OOo02s000000
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NOTES TO CONDENSED CONSOLIDATED O000000000000oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES IN HKFRSs (continued) 3. D00000000Oooo
A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad
(Continued) goooooooogd
090 Moo

(i)  Impairment of financial assets (Continued) () oDooooooooo

oooooooooormoo
) DODOOODO

goooooooboo
ooooodoooo

Impact of the ECL model (Continued)
(b) Impairment of debt investments

All of the Group's debt investments at amortised
costs and FVTPL are considered to have low
credit risk, and the loss allowance recognised oooooooood
during the period was therefore limited to 12 boboooooood

months ECLs. The directors considered that the oooooooood
ooo012000000

gooooooooo
ooo012000000
goooooboboo

loss allowance for the Group’s debt investments

under 12 months ECLs are insignificant and no
provision is made.

oooooooooon
oooooood
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES IN HKFRSs (continued) 3. D00000000Oooo
A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad
(Continued) goooooooogd
o0l oo
(i)  Impairment of financial assets (Continued) (i) Dooooomoo
Impact of the ECL model (Continued) oooooooooomog
(©)  Impairment of other receivables (¢ 0OO0O0DODDOOO0

gooooaobooo
goooooobooboo
gooooooOoOoOd
ooogooooooo
ooooooooog
gobooooooo
goboooooooo
goooooobooboo

As mentioned above, the Group applies the
HKFRS 9 simplified approach to measure ECLs
which adopts a lifetime ECLs for other
receivables. To measure the ECLs, other
receivables have been grouped based on
shared credit risk characteristics and the days
past due. The loss allowance for other
receivables as at 1 January 2018 was determined

as follows: booooooud
201801010 0 00O
oooooooooo
ago

Overdue

0-90  91-180 181-270 271-360 for more

days days days days than

As at 1 January 2018 pastdue pastdue pastdue pastdue 360 days

gooo 00910 OO1810 OO27M0 0O0OO

0201801010 900 1800 2700 3600 3600

Gross carrying amount (HK$'000) 000mMOOC0O 625,569 162,598 136,476 213,084 934,907 2,072,634

Less: Individually assessed ooooooo

(HK$'000) omoooo (244,413) (111,570)  (53,322)  (83,253) (399,653) (892,211)
Carrying amount under collective 0000000

measurement (HK$'000) 0omoooo 381,156 51,028 83,154 129,831 535254 1,180,423
Expected credit loss rate (%) 0000000 (%) 0.1% 1.0% 3.0% 5.0% 10.0%
ECL allowance for collectively oooooooo

measurement (HK$'000) 0onooo

oonoo (381) (510) (2,495  (6:492) (53,525)  (63,403)

Individually assessed loss gooooooo

allowance (HK$'000) goomoooo - (51,173)  (51,173)

Total loss allowance (HK$'000) ooooomoooo (381) (510)  (2,495)  (6,492) (104,698) (114,576)
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo
A. HKFRS 9 Financial Instruments (“HKFRS 9") A. JO0Od00Q0ooooenad
(Continued) goooooooogd
o0l oo
(i)  Impairment of financial assets (Continued) (M) OOODOOO0ooo
Impact of the ECL model (Continued) bbobooboooomoo
() Impairment of other receivables (Continued) © OD0O0ODDODOOOO0O0
oono

The increase in loss allowance for other gz0180 10100 0
receivables upon the transition to HKFRS 9 as of uooooooooo
1 January 2018 were HK$87,096,000. The loss 0o0opoOoOooono
allowances further increased by HK$16,344,000 oooooaoan

during the six months period ended 30 June 87,096,0000 OO O O
2018. 20180 60 300 O 60

gooooooooo
00016,344,0000 00O

goooooooboog
ooooooogeoon
goooooooboo
gooooogo

HK$'000
ooo

As a result of the above changes, the impact of
the new HKFRS 9 impairment model results in
additional impairment allowance as follows:

Loss allowance as at 1 January 2018 under OO0 O0O000000O 390

HKAS 39 020180101000000 57,543
Additional impairment recognised for Jooooooooooooo

trade receivables 52,043
Additional impairment recognised for gooooooooooooo

other receivables 87,096

Loss allowance as at 1 January 2018 under 00000000090
HKFRS 9 020180 101000000 196,682

(i) oOoOoOooo

gopoDooooooooogoe
gbooooboooboooo
gogoboooooboooo
goooobooobooooo
goooo

(iii) Hedge accounting

Hedge accounting under HKFRS 9 has no impact on
the Group as the Group does not apply hedge
accounting in its hedging relationships.
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600

3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo

A. HKFRS 9 Financial Instruments (“HKFRS 9") AL DO0Od00O0O0oOoOooOoeOad
(Continued) O0O0Ooo0oooooon
ool Mboo

(iv) Transition (iv) Ooooo

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

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

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

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

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

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

gooooboooboooo
gpoooooOoOooOoOoDo
opoDooooooogoen
gooooboooboooo
gobooboobooobo
gooooboooboooo
goooogooz0170120 31
gooooboboobo
gooo20180 101000
gooboobooooooo
0201801010 0 00O O
opooooogoeooon
gooooboooboooo
gooooboboobo
gopooo20700000
gooooboooboooo
goeoooooOoooon
goooo3000o0oon

gooooboooboooo

gpooeoooOoooo
Moooooomoooo

gooooooon

° goooooboboo
googoo

° goooooboboo
gooooobboo
ooooooboooo
goooogo

° ooooodoooo
gooooobboo
gooooobboo
googoo

gooooboooboooo
gooooboooboooo
goooooooboooboo
gooooboooboooo
googoog
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NOTES TO CONDENSED CONSOLIDATED

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

3. CHANGES IN HKFRSs (Continued)
B.

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

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

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

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

odoboodotudlooo

0020180 603000600

3. J0oonobbobbOooo

B.

ooboooooooq1s00
goooboobobdgooon
obbOoOoO1s50Mm

goooooooo1sooon
gooooovmooooooo
oooooowooooooo
goooobooooosgo
goobbooobooobooo
gooboooboooobooo
oOo1%00ooooooobooo
goooooobboooboobooo
gooooooooooooo
ao

goobooooobbooobboo
gooooooysmooogooo
oomoooooooooboo
goobooboooowsgoooogo
OooooooooOooo20180
o1 oooooooboooo
gooooo20v70o0ooboon
googooogo

gobooooboooooooooo
1s00o00bobooooooboon
boooboooomooOn

HK$'000
ooo

Retained earnings oooao

Contract liabilities (note 3B(a), (b)) 0000700 3B(&)d (b)d (136,929)
Increase in deferred tax assets oopoooooo 32,392
Impact at 1 January 2018 0201801010000 (104,537)
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NOTES TO CONDENSED CONSOLIDATED O00000000000Oooo
INTERIM FINANCIAL STATEMENTS (Continued)
For the six months ended 30 June 2018 0020180 60 3000600
3. CHANGES IN HKFRSs (continued) 3. 00000000 oUooo
B. HKFRS 15 Revenue from Contracts with B. 0000000001500
Customers ("HKFRS 15") (Continued) 000000 O0moooon
00000150 Mmoo
The following tables summarised the impact of adopting Joooooooooooooo
HKFRS 15 on the Group’s condensed consolidated 150000 002018060300
statement of financial position as at 30 June 2018 and its 0000oooooooooooo
condensed consolidated income statement and condensed 20180 60 300060 O ODOODO
consolidated statement of comprehensive income for the O0o0oo0oooooooooo
six months ended 30 June 2018. There was no material 0000000020180 6030
impact on the Group's condensed consolidated statement Ooé000oooooooon
of cash flow for the six months period ended 30 June 2018. oooooooo
Amount
without
application
As reported Adjustments of HKFRS 15
agoood
ogooo
ogooo
o1500
ooo 0o 0o
HK$'000 HK$'000 HK$'000
ooao ooo ooo
Assets ood
Deferred tax assets gooooo 808,790 (56,114) 752,676
Equity ood
Retained earnings oooo 2,603,241 176,350 2,779,591
Liabilities oo
Contract liabilities oooo 7,064,058 (7,064,058) -

Receiptin advance anddeferred 000000000
revenue - 6,831,594 6,831,594
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES IN HKFRSs (continued) 3. 000000000 Oooo
B. HKFRS 15 Revenue from Contracts with B. J0O0O0OO0OODOO1500
Customers ("HKFRS 15") (Continued) 000000 O0moooon
Oo0o0O00150@oo
The impact on the condensed consolidated income 0002018060 30006000
statement and condensed consolidated statement of 00o0D0o0oobO0ooooDoo
comprehensive income for the six months ended 30 June ooooo
2018:
Amount
without
application
As reported Adjustments of HKFRS 15
oood
oood
ooood
1500
oo oad oo
HK$’'000 HK$'000 HK$'000
ooao ooo ooo
Revenue (note 3B(a), (b)) 00700 3B(a)d (b)O 8,635,655 (1,334) 8,634,321
Interest costs (note 3B(a)) 0000700 3B(@)ad (522,270) 96,869 (425,401)
Profit before income tax gooooog 2,450,450 95,535 2,545,985
Income tax expense gpoooo (1,452,849) (23,722) (1,476,571)
Profit for the period oooo 997,601 71,813 1,069,414

Total comprehensive income oooooooo
for the period 786,674 71,813 858,487
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

3. CHANGES IN HKFRSs (continued) 3. J0oonobbobbOooo

B. HKFRS 15 Revenue from Contracts with B.
Customers ("HKFRS 15") (Continued)

Details of the new significant accounting policies and the

nature of the changes to previous accounting policies in

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

out below:

(a)

Product/
service

ooooo

Property development

goooo

Nature of the goods or services,
satisfaction of performance
obligations and payment terms
gooooooooobooood
good

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

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

gooooooooooooobooao
ogoooooooooobogoooo
pggoooooooooobooooo
pooooooooboooooooo
gooooooooooobooonoo
oooooooooo

gooo
gooooooooooooooao
od

ooboooooooq1s00
goooboobobdgooon
obbOOoo01s50Moo

goboogooobbooobooboo
goooooobboooboobooo
oooooboooog

Nature of change in

accounting policy and

impact on 1 January 2018
oooooooooo
201801010000

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

g201801010000O0O0OO
1295580000 0D DO OOOOO
97660000 OO ODODODOOO
gmoooom
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NOTES TO CONDENSED CONSOLIDATED O000000000000oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo
B. HKFRS 15 Revenue from Contracts with B. 000O0OO0OOOOOA1500
Customers ("HKFRS 15") (Continued) 000000 O0moooon

oodog1sddoo

Nature of the goods or services, Nature of change in
Product/ satisfaction of performance accounting policy and
Note service obligations and payment terms impact on 1 January 2018
goooooooooboooog oopooooooog
goood good 201801010000
(a) Property development Financing component
(Continued) Should the contract contain a

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

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

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

(a) uooowoo gooo
pobooooooooboooooo
gooooooogo
ooooooooobobOoooo
goooopooooooobooonoo
pgooooooooooooooo
oooobooooooooooooo
gooooooooooobooooo
gooooooooooooooao
poooooooboooooooo
goooo
ooooooooobobOoooo
goooooooooooooonoo
gooooo
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NOTES TO CONDENSED CONSOLIDATED O000000000000oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
3. CHANGES |N HKFRSS (Continued) 3. 0000 ooddUooo
B. HKFRS 15 Revenue from Contracts with B. 000O0OO0OOOOOA1500
Customers ("HKFRS 15") (Continued) 000000 ooooon

obo0150M@oo

Nature of the goods or services, Nature of change in

Product/ satisfaction of performance accounting policy and

service obligations and payment terms impact on 1 January 2018
goooooooooboooog oopooooooog
goood good 201801010000

(b) Enterprise cloud service  The Group provides a one-stop service  As of 1 January 2018, an increase in
from domain name registration, website  contract liability of HK$7,371,000,
design services to website constructions  and an decrease in retained
with specific add-on features to the  earnings of HK$7,371,000 were
website to small and medium recognised for the change in the
enterprise ("SME") customers. The  estimate stage of completion of
Group accounts for these contracts asa  performance obligations.
bundle of goods and services and such
bundled services as a whole is
considered as a single performance
obligation. Revenue from such bundled
services is recognised over time by
reference to the Group's inputs to the
satisfaction of the performance
obligation relative to the total expected
input. Payment received in advance
that are related to the provision of such
bundled services not yet delivered to
customers are deferred and recognised
as contract liabilities.

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

The Group also renders various
internet-based services without further
bundled services and maintenance
service to customers. Revenue from
provision of services is recognised when
the services are rendered according to
the terms of the agreements.
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NOTES TO CONDENSED CONSOLIDATED 000000 oouoboibdooo

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018 0020180 603000600

3. CHANGES IN HKFRSs (continued) 3. 00000000 Oooo
B. HKFRS 15 Revenue from Contracts with B. 0D0O0O0OOODOOOM500

Customers ("HKFRS 15") (Continued)

Nature of the goods or services,

Product/ satisfaction of performance

service obligations and payment terms
ooooooooooooooo
ooooo oooo

goooooooooon
obo0150M@oo

Nature of change in
accounting policy and
impact on 1 January 2018
Oooooooooo
201801010000

(b) goooo oooooooOoooooomoo
ggoooooooooobooonoo
poooooooooooooooo
gooooooooooooooo
gobooooooooooooooo
pooboooooboooooboo
gooooooooooooobooao
pgooooooooooooooo
gooooooooooooooo
gooooooooooooooo
gooooo

gooooooooooooobooao
ggoooooooooobogoooo
pgooooooobobobooooooo
gooooooooooooooo
gooooooooobooooooo

vooooooooooooooao
gooooooooooooobooo
gooooooooooobobooooo
goooooooo

g201801010000O0O0OO
737170000 0 00 o0oobooba0O
73717000 0000000000
gooooooo
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INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSS (Continued)
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0020180 603000600

B. HKFRS 15 Revenue from Contracts with B.
Customers ("HKFRS 15") (Continued)

Product/
Note service

o0 O0Ooooo

@] Cinema ticketing income

(c) oooo

Nature of the goods or services,

satisfaction of performance

obligations and payment terms
goooooooooboooog
good

The Group has determined that for
contracts with customers under cinema
ticketing income, there is only one
performance obligation, which is the
provision of movie services in the
Group’s cinema. The Group has
determined that the customers
simultaneously receives and consumes
the benefits of the Group's performance
and thus the Group concludes that the
service should be recognised overtime.

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

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

ggoooooooooobooooo
pggooooooooooboboooo
ggoooooooobooooooo
pgooooooooooooooo
pooooooooooboo

goooooooobooooooooo
goooooooobobooooooo
oo3p0oooo

gooo
gooooooooooooooo
og

3. J0oonobbobbOooo

ooboooooooq1s00
goooooooooon
obo0150M@oo

Nature of change in
accounting policy and
impact on 1 January 2018
Oooooooooo
201801010000

There is no impact on the adoption
of HKFRS 15 for ticketing income as
the revenue recognised for the
ticketing income has been the same
under HKAS 18 and HKFRS 15.

gooooooooosoooo
goooooosobooooo
goooooooooooooo
pooo1sooboono
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NOTES TO CONDENSED CONSOLIDATED

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

4,

USE OF JUDGEMENTS AND ESTIMATES

In preparing these condensed consolidated interim financial
statements, the significant judgements made by the
management in applying the Group's accounting policies and
the key sources of estimation uncertainty were the same as those
that applied to the consolidated financial statements for the year
ended 31 December 2017, except for new significant judgements
and key sources of estimation uncertainty related to the
application of HKFRS 9 and HKFRS 15 as described in note 3.

SEGMENT INFORMATION

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

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

(b)  Property development

(c)  Culture and media services

(d) Internet lifestyle platform*

(e) Innovative business

* This segment had gradually transformed itself into a media-driven IT
enterprise from a media company. The purpose of this segment is to
build an internet lifestyle platform and attract traffic with media content.
Its commercial value will be realised through advertising, local lifestyle
services and other means. Therefore, the name of the segment was
amended from “New media” to “Internet lifestyle platform” to adapt
its commercial strategy in 2017.
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NOTES TO CONDENSED CONSOLIDATED 00000000000 00o00

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 0020180 603000600

5. SEGMENT INFORMATION (continued) 5. 000 Oooo
Information about other business activities and operating ooooooooooooooooon
segments that are not reportable are combined and disclosed in 00oooooooooooooooo
“all other segments”. All other segments included trading of ooooooooooooooooo
securities and property management. goog
Each of these operating segments is managed separately as each 00O0O00OooOoooooooooon
of the product and service lines requires different resources as oo0d0ooooooooooooo

well as marketing approaches.

Inter-segment transactions are priced with reference to prices ooooOooooooooOooooo
charged to external parties for similar order. Central revenue and 0000000oO0o0ooo0o0oooooon
expenses are not allocated to the operating segments as they jJdoooooUoooooooooo
are not included in the measure of segment’s profit or loss that is Jooo0oooOoooooooooo
used by the chief operating decision maker for assessment of ooooooo

segment performance.
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NOTES TO CONDENSED CONSOLIDATED 00000000000 00o00
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 603000600
5. SEGMENT INFORMATION (continued) 5. 0000Oooo
The segment results for the six months ended 30 June 2018 and 0020180 60300 020170 60 300
30 June 2017 are as follows: os00ooooooon

For the six months ended 30 June 2018 (Unaudited)
Oo2018060300060MO00OO0O

Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
ooo ooo ooo ooo oo
0o oo oooo oooo oooo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo
Revenue oo
From external customers oooooo 503,883 5,106,057 2,691,571 20,916 288,473 24,755 8,635,655
From inter-segments goooo 4,633 - 28,995 81,461 7,634 10,446 133,169
Reportable and all other gooooooo
segments revenue goog 508,516 5,106,057 2,720,566 102,377 296,107 35,201 8,768,824

Reportable and all other segments 00000000

(loss)/profit before income tax 0oooooo
0oomoo (68,752) 3,291,124 2,801 (180,517) (363,482) (56,724) 2,624,450
For the six months ended 30 June 2017 (Unaudited)
002017060300060@00O000D0
Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
ooo ooo ooo ooo oo
oo 0o oooo oooo oooo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo
(Re-presented) (Re-presented)
oooo oooo
Revenue oo
From external customers gooooo 372472 5,686,196 1,753,940 5293 341,362 25,285 8,184,548
From inter-segments ooooo - - - 124,991 3,600 16,207 144,798
Reportable and all other oooooooo
segments revenue gooo 372472 5,686,196 1,753,940 130,284 344,962 41,492 8,329,346

Reportable and all other segments 00000000
(loss)/profit before income tax 0oooooo
ooomoo (32,635) 3,075,653 28471 (150,207) (192,235) (1,882) 2,721,165
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NOTES TO CONDENSED CONSOLIDATED 00000000000 00o00
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 603000600
5. SEGMENT INFORMATION (continued) 5. 000 Oooo
Revenue is disaggregated by primary geographical markets and ooooooooooooooooon
timing of revenue recognition as follows: gooooao

For the six months ended 30 June 2018 (Unaudited)
0020180 60300060 M OOOOO
Enterprise Culture Internet

cloud Property and media lifestyle Innovative All other

services development services platform business  segments Total

goa ooo ooo ooo oo
oo oo oooo oooo gooag gooag oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooa

Primary geographical markets 000000

Mainland China (domicile) ooomoooo 503,863 5,106,057 2,691,571 - 4,252 24,755 8,330,498
Hong Kong oo 20 - - 20,685 40,805 - 61,510
North America oo - - - 231 133,303 - 133,534
Europe oo - - - - 50,554 - 50,554
Australia 0o - - - - 29,374 - 29,374
Others oo - - - - 30,185 - 30,185
Total oo 503,883 5,106,057 2,691,571 20,916 288,473 24,755 8,635,655

Timing of revenue recognition 000000
At a point in time oooooo 154,005 5,106,057 313,599 489 288,473 - 5,862,623
Transferred over time ooooo 349,878 - 2,377,972 20,427 - 24,755 2,773,032

Total oo 503,883 5,106,057 2,691,571 20,916 288,473 24,755 8,635,655
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NOTES TO CONDENSED CONSOLIDATED 00000000000 0ooo
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018 0020180 603000600

5. SEGMENT INFORMATION (continued) 5. O00O0OOooo

For the six months ended 30 June 2017 (Unaudited)
oo20170603000600000000

Enterprise Culture Internet
cloud Property  and media lifestyle  Innovative All other
services development services platform business  segments Total
ooo gooo ooo ooo oo
oo oo gooo pooo oooo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo poo ooo ooo ooo ooo ooo
(Re- (Re-
presented) presented)
oooo oooo
Primary geographical markets 000000
Mainland China (domicile) 0oomoooo 372,462 5,686,196 1,753,938 - 939 25,285 7,838,820
Hong Kong oo 10 - 2 4,590 65,541 - 70,143
North America oo - - - 703 152,470 - 153,173
Europe oo - - - - 49,009 - 49,009
Australia oo - - - - 38,594 - 38,594
Others oo - - - - 34,809 - 34,809

Total oo 372472 5,686,196 1,753,940 5293 341,362 25285 8,184,548
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NOTES TO CONDENSED CONSOLIDATED 00000000000 00o00
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 603000600
5. SEGMENT INFORMATION (continued) 5. 000 Oooo
The reportable segment assets and liabilities as at 30 June 2018 020180 60 300 0 20170 120 3100
and 31 December 2017 are as follows: oooooooooooog

As at 30 June 2018 (Unaudited)
020180 603000000

Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
ooo ooo ooo ooo 0o
0o 0o oooo oooo oooao oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo
Reportable and all other oooooooo
segments assets oooo 471,656 28,177,448 11,629,679 56,187 1,976,156 1,070,965 43,382,091
Reportable and all other oopooonoo
segments liabilities oooo (295,145)  (16,355,430) (6,806,876) (20,360) (777,558) (40,488)  (24,295,857)
As at 31 December 2017 (Audited)
020170120 000000
Enterprise Culture Internet
cloud Property and media lifestyle Innovative All other
services  development services platform business segments Total
ooo ooo ooo ooo oo
oo 0o oooo oooo oooo oooo oo
HK$:000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000
ooo ooo ooo ooo ooo ooo ooo
Reportable and all other oopooonoo
segments assets gooo 1,187,978 26,853,288 11,014,755 76,538 1,987,794 1,960,132 43,080,485
Reportable and all other gooooooo

segments liabilities oooo (502,157) (16,883,989) (5,977,926) (16,199) (833,685) (154,906) (24,368,858)
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NOTES TO CONDENSED CONSOLIDATED

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

5. SEGMENT INFORMATION (continued)

The totals presented for the Group's operating segments results
are reconciled to the Group's key financial figures as presented
in these condensed consolidated interim financial statements as

odoboodotudlooo

0020180 603000600

5. 00UOUOooo

gooboobooooooooooon
gooooobooooooooooon
gooooboobo

follows:
(Unaudited)
goOoooo
For the six months
ended 30 June
ooeéed 3000600
2018 2017
HK$’'000 HK$'000
goa ooo
(Re-presented)
oooo
Reportable segments revenue oogooooo 8,733,623 8,287,854
All other segments revenue gooooooo 35,201 41,492
Elimination of inter-segment revenue gogooooo (133,169) (144,798)
Group revenue ooooag 8,635,655 8,184,548
Reportable segments results before oooooooooooo
income tax 2,681,174 2,729,047
All other segments results before incometax OO0 00000000000 (56,724) (1,882)
Bank interest income oooooag 32,398 23,699
Other interest income oooooo 900 4,537
Finance costs oooo (110,568) (60,692)
Depreciation and amortisation ooooa (2,002) (1,852)
Unallocated corporate expenses ooooooog (94,728) (60,328)
Profit before income tax gogooooo 2,450,450 2,632,529
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NOTES TO CONDENSED CONSOLIDATED O0000000000Oooo
INTERIM FINANCIAL STATEMENTS (Continued)
For the six months ended 30 June 2018 0020180 603000600
6. REVENUE AND OTHER OPERATING 6. UUOooooono
INCOME
(a) Revenue (@) OO
The Group's revenue represents revenue from its principal ooooooooooooooo
activities as set out below: ooooon
(Unaudited)
oooooo

For the six months
ended 30 June
ooeéed 3000600

2018 2017
HK$’'000 HK$'000
ooo ooo
(Re-presented)
oooo

Sales of properties and car parks ooooooo 5,048,162 5,686,196
Sales of decoration materials gooooo 57,895 -
Enterprise cloud services ooooo 503,883 372,472
Property management services goooooao 24,755 25,285
Film distribution services oogooogo 1,508 11,855
Cinema ticketing income oooo 2,073,604 1,350,871
Sales of food and beverages ooooooo 295,087 195,904
Cinema advertising income ooooono 147,704 90,542
Sales and leases of projection ooooooooo

equipment 18,512 10,514
Digital media technology services oooooooo 155,156 94,254
Publication of magazines and ooooooooo

advertising income 20,916 5,293
Sales of botanic-based personal care ooooooooooooo

and fragrance products 287,890 338,897
Innovative catering services oooood 583 2,465

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

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

6. REVENUE AND OTHER OPERATING
INCOME (Continued)

(a) Revenue (Continued)

The following table provides information about trade
receivables and contract liabilities from contracts with

odoboodotudlooo
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6. DUOUOLODOOUUOUOooo

(a) O0ooo

goooooobboooboobooo
gooooobooooo

customers:
(Unaudited)
oooooo
30 June 1 January
2018 2018
20180 20180
60 3000 1010
HK$'000 HK$'000
goad ooo
(Restated)
ooooo
Trade receivables gooogo 501,542 627,625
Contract liabilities oooo 7,064,058 6,988,695

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

contract obligations.

goobooooobbooobboo
ocoooozotso1010o0oo0nO
O0133400000000000
OO0O0ooo0ooOooo2018060 30
gosebbnbooooooDbO
gooooobooooobooog
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
6. REVENUE AND OTHER OPERATING 6. DD0ODOOOOOOooo
INCOME (Continued)
(b) Other operating income: (b) DO QOOODO
(Unaudited)
gooooo

For the six months
ended 30 June
goeéed 3000600

2018 2017
HK$'000 HK$'000
ooa ooo
(Re-presented)
oooo

Bank interest income gooogo 98,845 86,612
Other interest income googogo 17,766 7,373
Gain on fair value change on oobOooooooooao

financial assets at fair value gooooob0oooo

through profit or loss ooo - 1,866
Gain on disposal of property, plant oooooooooooog

and equipment 203 19
Government grants oooo 41,876 16,091
Rental income oooo 18,091 6,532
Write-back of provision for impairment oooooooooooo

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

assets at fair value through profitorloss OO0 O0O0O00O00O00OO 22,283 -
Dividend income on financial assets at oobooooooooo

fair value through profit or loss 0oooooooo 3,543 6,527
Sundry income oooo 100,867 56,712

303,474 202,577
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NOTES TO CONDENSED CONSOLIDATED 00000000000 O00oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
7. FINANCE COSTS 7. 00O0O0O
(Unaudited)
gooooo
For the six months ended
30 June
goeéend 3000600
2018 2017
HK$’000 HK$'000
goad ooo
Interest on bank and other borrowings gooooooooo 780,241 550,703
Interest on convertible and ooooooooooon
exchangeable bonds 58,174 49,522
Interest on finance leases oooooog 4,776 3,097
Interest on financing component in oooobDooooooooo
contracts with customers 96,869 -
Total finance costs oooooo 940,060 603,322
Less: Amount capitalised to properties gooooooooooooo
under development (417,790) (305,307)

522,270 298,015
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NOTES TO CONDENSED CONSOLIDATED

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

9. INCOME TAX EXPENSE

odoboodotudlooo

0020180 603000 600
9. UpoooOd

(Unaudited)
oooooo
For the six months
ended 30 June
goeéed 3000600

2018 2017
HK$'000 HK$'000
ogad god
The income tax expense comprises: gogoogooo
Current tax oooo
— Hong Kong Profits Tax —Qoooog
Tax charge for the period oooooo 5,222 6,064
— The People’s Republic of China (“PRC") — 0000000000
Enterprise Income Tax (“EIT") Oo0o0o0O0oooooom
Tax charge for the period oooooo 798,978 781,708
Over-provision in respect of prior years ooooooon (943) -
— Taxation for other jurisdictions —Oooooooood
Over-provision in respect of prior years ooooooon (31) -
— PRC land appreciation tax (“LAT") —O0oo0o0ooOooooooom
Tax charge for the period ooooogo 828,121 858,054
1,631,347 1,645,826
Deferred tax oooo
— Credit for the period —Q0ooooo (178,498) (222,495)
1,452,849 1,423,331

For the six months ended 30 June 2018, Hong Kong Profits Tax
has been provided at the rate of 16.5% (six months ended 30
June 2017: 16.5%) on the estimated assessable profit for the
period.

For the six months ended 30 June 2018, PRC EIT has been
provided on the estimated assessable profits of subsidiaries
operating in Mainland China at 25% (six months ended 30 June
2017: 25%), unless preferential rates are applicable in the cities
where the subsidiaries are located.

goz08be030o0osenoonon
ooooooooOoOoOoOgg16s5%
00020170 60300060 0016.5%0
goboooobooon

goz08be0300osenoonon
gobooooooobooooboobobo
goobobooooooooooon
0000D00O25% 002017060300
oé0oo25%00000oogon
googo
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NOTES TO CONDENSED CONSOLIDATED

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

odoboodotudlooo

0020180 603000600

9. INCOME TAX EXPENSE (continued) 9. U000 Ozoo
For the six months ended 30 June 2018, PRC LAT is levied at 0o201806030006000000
progressive rates from 30% to 60% (six months ended 30 June 0000000o0oooooomon
2017: 30% to 60%) on the estimated appreciation of land value, goooooooooooooooo
being the proceeds of sales of properties less deductible 00o0000o0oo0o0ooooooomo
expenditure including cost of land use rights and development 0 30% 0 60%] 0020170 60 3000 6
and construction expenditure. 00030%060%0 0000000
Taxation arising in other jurisdictions is calculated at the rates oooooouoooUoooooooo
prevailing in the relevant jurisdictions. ooooooooooo

10. DIVIDEND 10.0 0
No dividend was paid and declared during the six months ended oo201806030006000000
30 June 2018. A final dividend in respect of the year ended 31 ooooooooooooo?2017012
December 2017 of 0.23 HK cents per ordinary share (for the year 031000000000000000.23
ended 31 December 2016: 0.20 HK cents per ordinary share), OoOoo2016012031000000
amounting to a total dividend of approximately HK$157,885,000 goooo00mooDoooan
(six months ended 30 June 2017: approximately HK$137,291,000) 157,885,0000 OO O O 20170 60 300
was proposed and approved at the annual general meeting of 060 000O137,291,0000 001 00O
the Company held on 30 May 2018. 20180 5030000000000 OOd

gooogoooo
11. EARNINGS PER SHARE 1M1.0000

(@)  The calculation of basic earnings per share is based on the
profit for the period attributable to the owners of the
Company of HK$984,438,000 (six months ended 30 June
2017: HK$1,258,972,000) and on 68,645,535,794 (six months
ended 30 June 2017: 68,645,535,794) ordinary shares in
issue during the period.

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

Diluted earnings per share for the six months ended 30
June 2018 and 30 June 2017 are the same as the basic
earnings per share as the convertible and exchangeable
bonds outstanding during the periods had an anti-dilutive
effect on the basic earnings per share.

@ OO0O00O0OO0OOCOOOO0OOO0O0
0000 9844380000 O O O 2017
060 300 O 60 O0O1,258,972,000
gooooooooooboo
68,645,535,79411 O O 20170 60 30
O006000686455357240 M OO

gobooooobbooobooboo
goooboobooobooo
goooboooboboooooo
ooooooooooooooOd
gobooooobbooobooboo
goooobbooooobooo
gobooooobbooobooboo
gooooogooo

O 020180 60 300 O 20170 60
p00600000000000
goobboooooobooo
gobooooobbooobooboo
gboboboooooogoo
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NOTES TO CONDENSED CONSOLIDATED O00000000000Oooo

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 0020180 60 3000600

12. PROPERTY, PLANT AND EQUIPMENT 12. 00000000
During the six months ended 30 June 2018, the Group acquired Jo2018060300 06000000
property, plant and equipment with a total cost of 00000 379,356,0000 00 O O 2017
HK$379,356,000 (six months ended 30 June 2017: 060 3000 60 00572,156,0000 O O
HK$572,156,000). poooooooooo
During the six months ended 30 June 2018, property, plant and go201806030006000000
equipment with net carrying amount of HK$2,691,000 (six months oooooozevto0000o0o0oon
ended 30 June 2017: HK$9,444,000) were written off by the 000MmMmOOo201706030006000
Group. 9,444,0000 O [

13. INVESTMENT PROPERTIES 13. 0000

(Unaudited) (Audited)
OO0o0oO00o ooooo
(OIS 31 December

2018 2017
20180 20170
60 300 120 310
HK$'000 HK$'000
ogad gdd
Fair value oooo
At 1 January o1010d 112,448 230,394
Transfer to property, plant and equipment ooooooooooo - (137,361)
Fair value change odoooo 1,053 2,137
Exchange differences ooogo (1,490) 17,278
At 30 June 2018/ 020180 60 3000
31 December 2017 20170 120 310 112,011 112,448
The fair value of the Group's investment properties at 30 June OoOooooooz018060 3000
2018 and 31 December 2017 have been arrived at on market 201770 1203100000000000
value basis carriedoutby 0000000000000 OOOO ooooooooooooooooo
0O O O O, an independent valuer who holds a recognised and 0oooooooooooooooo
relevant professional qualification and has recent experience in ooopoooooooooooooo
the location and category of the investment properties being oooooooooooooooooo

valued.
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NOTES TO CONDENSED CONSOLIDATED O00000000000Oooo

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 0020180 60 3000600

13. INVESTMENT PROPERTIES (continued) 13.0 00 Oooo
Management has reviewed the independent property valuation ooooooooooooooooo
and compared it with its own assumptions, with reference to 0000o0oOooOoOoooOoooooo
comparable sales transaction data where such information is 0o0o0oooooOooooooooo
available, and has concluded that the independent property Jod0o0o0ooU0ooooooooo
valuation of the Group's investment properties portfolio is 0oood
reasonable.
As a result of the update of these valuations, a gain of 00O00oO0oO0ooOoooooooooo
HK$1,053,000 (six months ended 30 June 2017: HK$2,117,000) 000O0O0OoOoo1,0530000mMmO0O
and deferred tax of HK$263,000 (six months ended 30 June 2017: 20170 603000600 02,117,0000 0 O
HK$529,000) have been recognised in the profit or loss for the 000002630000 0000201706
investment properties. 03000 6000529,0000 0

14. INTANGIBLE ASSETS 14.0000
For the purpose of impairment testing, the carrying amount of Jo0oooUoooooooooooo
goodwill is allocated to the following cash-generating units 00000000ODo0o0ooooOo
("CGUs"):

(Unaudited) (Audited)
gooogoo ooooo
(OSSN 31 December

2018 2017

20180 20170

60 300 120 310

HK$'000 HK$'000

ooo ooo

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

Innovative business — Retailing oooo —oo 603,387 676,698

Enterprise cloud services ooooog 79,358 83,320

Culture and media services ooooooo

— Cinema business —QO0aooo 2,889,535 2,913,494

At 30 June 2018/ 020180 60 300

31 December 2017 20170120 310 5,102,227 5,200,337
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

14. INTANGIBLE ASSETS (continued) 14.0000Uooo

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

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

As a result of the updated goodwill impairment assessment, no
impairment loss of goodwill for the CGUs of “Enterprise cloud
services” and "“Culture and media services” has been identified
by the directors of the Company (for the year ended 31
December 2017: Nil).

The recoverable amounts for the CGU of “Property
development” of 00000000000 OO were determined
based on value in use calculations, covering a detailed five years
financial budgets which was approved by management, cash
flows for CGU are extrapolated using projection of future cash
flows generated from the sales of properties less cost to
completion prepared from the financial budgets.

gboooboooboboboboooboobooo
gooooobooooooooooon
goboooooooooooooon
gooooboooooooooobo
000000000 8%0 11%0 3%0
45%1 20170 120 3100 8%0 11%0 3%
032%00o0oo0ooooooooon
gooooooooboooooobon
goooooo

gobobooooooboboooboobn
goooo20v7oboogoobooooo
googo

goboooooooooooobobon
gobooooooobooooboooo
goboooboooooobooon
Mmoo20170120310000000

gooooboobooooonoooo
ooooooooooooooooon
gobobooooooooooooobn
gobooboooooooboooooboobn
gooboobooooooooooon
gooooobooooooooooon
goo
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NOTES TO CONDENSED CONSOLIDATED O000000000000oo
INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 603000600
14. INTANGIBLE ASSETS (continued) 14.00 0 0ooo
Below are the key assumptions used for the discounted cash flow gooooouooUoooooooo
calculation: oo
Property development ooooo
(Unaudited) (Audited)
gooooo ooooo
30 June 31 December
2018 2017
20180 20170
60 300 120 310
RMB16,000 RMB16,000
Estimated market price (per square meter) D000 000 OO OO0 16,0000 OO0 16,0000
Pre-tax discount rate oooood 33% 59%
The estimated market price was determined by the management ooo0o00oo0oo0oooooooon
based on the market information at location nearby the oooo0ooooooo
construction project.
Based on the assessment, no impairment loss on goodwill (for oooooooooooooooon
the year ended 31 December 2017: Nil) was recognised to profit 00020170120 31000 00000
or loss during the period. gooooag
The recoverable amounts for the CGU of “Innovative business — 00000 —OOo0oooooooon
Retailing” were determined based on value in use calculation, oooooooooooooooon
covering a detailed eight years financial budgets which was oooo0o0ooo0ooooooon
approved by management, cash flows for geographical location Jo0o0o0o0ooooooooooon
within the CGU are extrapolated using an estimated weighted 0000000 3%0 65%120170 120
average revenue growth rate of 3% to 65% (31 December 2017: M003%043%00 00000000
3% to 43%), which does not exceed the long-term growth rate for oooooo0oooo0ooooooon
the business in which the CGU operates. ooooooooon
Other than the estimated weighted average revenue growth rate, J0o0oo0ooo0ooooooooo
all other assumptions remained consistent with those disclosed in 00000201700 00000000
2017 annual financial statements. oooon
Based on the assessment, an impairment loss on goodwill of oooooooooooooooon
approximately HK$76,417,000 (for the year ended 31 December 000000 76417,0000 0000 2017
2017: approximately HK$79,612,000) was recognised to profit or 012031000000 79,612,0000 O [T

loss during the period.




60 Nan Hai Corporation Limited
oooooooo

NOTES TO CONDENSED CONSOLIDATED 00000000000 00o00

INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 0020180 603000600

15. TRADE RECEIVABLES 15. 000000
Trade receivables are due on presentation of invoices. Based on ooooooooooooooooo
the invoice dates, the aging analysis of the trade receivables is as gooooouooooooooooo
follows: oo

(Unaudited) (Audited)
Ooooooo goooo
<IN 31 December

2018 2017

20180 20170

60 300 120 310

HK$'000 HK$'000

ooo good

0-90 days 00 900 291,774 379,390
91-180 days 910 1800 90,887 223,654
181-270 days 1810 2700 33,207 31,496
271-360 days 2710 3600 115,926 26,653
Over 360 days 0d 3600 48,446 48,538
Trade receivables, gross gogooooo 580,240 709,731

Less: Provision for impairment of O0ooooooooooo

trade receivables (78,698) (30,063)
Trade receivables, net gogoooooo 501,542 679,668
Less: Long term trade receivables 0o000o0oooooo (1,185) (2,370)

Current portion of trade receivables O0o0o0oooooogono 500,357 677,298
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NOTES TO CONDENSED CONSOLIDATED O00000000000Oooo
INTERIM FINANCIAL STATEMENTS (Continued)
For the six months ended 30 June 2018 0020180 603000600
16. TRADE PAYABLES 16. 000000
Based on the invoice dates, the aging analysis of the trade ooooooooooooooooon
payables is as follows: oooo

(Unaudited) (Audited)
Ooo0oooo goooo
<INIGEN 31 December

2018 2017

20180 20170

60 300 120 310

HK$'000 HK$'000

goa ooo

0-90 days 00 900 1,296,232 1,944,465
91-180 days 910 1800 98,465 84,741
181-270 days 1810 2700 58,699 21,826
271-360 days 2710 3600 35,376 20,733
Over 360 days 00 3600 76,742 73,177
Trade payables oogoooo 1,565,514 2,144,942
Less: Long term trade payables oopooooooog (2,943) (7,757)
Current portion of trade payables gogooooooo 1,562,571 2,137,185

17. BANK AND OTHER BORROWINGS 17. 0000000

(Unaudited) (Audited)
gooogoo ooooo
<IN 31 December

2018 2017
20180 20170
60 300 120 310
HK$'000 HK$'000
ooo ooo
Bank loans good
— Secured —Qogo 13,709,080 14,092,224
— Unsecured —Qgooog 636,992 697,014
Other borrowings oooo
— Secured (b) —00o (b) 7,937,297 8,107,216
— Unsecured (a) —[00o(a) 921,748 -

23,205,117 22,896,454
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

17. BANK AND OTHER BORROWINGS (continued)

The bank and other borrowings of the Group were repayable as

follows:

odoboodotudlooo

0020180 603000600

17. 000000 Oooo

gooboobooooooooooon
goo

(Unaudited) (Audited)
ogooooa goooad
OIS 31 December
2018 2017
20180 20170
60 3000 120 310
HK$'000 HK$'000
ooo ooo
On demand or within one year oooooog 10,570,674 9,653,920
In the second year ogo 6,060,062 3,373,093
In the third to fifth years ogoooao 6,574,381 9,869,441
Wholly repayable within five years gogooooo 23,205,117 22,896,454
Less: Portion due on demand or within oooooooooooo
one year under current liabilities Oo0oooooooo (10,570,674) (9,653,920)
Portion due over one year under oooooooooooo
non-current liabilities ooooo 12,634,443 13,242,534

(a)

On 17 May 2018, a direct wholly-owned subsidiary of the
Company issued a one-year senior notes of U5$120,000,000
(equivalent to approximately HK$941,676,000) with a
coupon rate of 9.75% per annum. The effective interest rate
is 12.12% per annum.

On 25 May 2017, a direct wholly-owned subsidiary of the
Company issued a three-year credit enhanced notes 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.

(@ 0201805017000 0000
OO0O0O000000di120,000,000
OO0 0000941,6760000 00
O0o0000975% 000000
000000000 12.12%0

(b) 0201705025000 0000
000000000 s00000000
OO oo0oOo 3885350000000
000000300 000000
00000000000 3.41%0
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

odoboodotudlooo

0020180 603000600

18. CONVERTIBLE AND EXCHANGEABLE 18.0000000DOO

BONDS

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

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

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

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

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

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

020160601500 00000000
goooooooobooOooooboOoo
ooooOoooooi,00000000000
goboboooobobooooOoooon
g195000000O0O0boOooooO
goooomooboooooobon
gooossoo0o0oooooooon
gboooooooo

Oooo0Ooooooonozese667000
gobooooooobbooboooon
gobooooooooooobobobo
gobooooooooooooboo
goobobobomooobooboo
oooooooOo476Rmoooono
gobobooboobooooooooooon
0 0 100%0

gobooooboooooobooooo
goooboboooooboooooooo
goboboboobooooooooooboon
gooboood

gooooobooooooooooon
goboobooboooooooooooo
goooOomoobboooooboOoo
gbodoobooobooobooon
gobobooboobooooooooooon
gooboobooooooooooon
goobonooooOoooooooon
goboobooboooooooooooo
0 100%0

gobooooooobobobobooooon
gooboobooooooooooon
goboooooooooooobooo
ooooooooosseoooooo
oooog
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NOTES TO CONDENSED CONSOLIDATED

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

odoboodotudlooo

0020180 603000600

18. CONVERTIBLE AND EXCHANGEABLE 18. 00000000 Opoo

BONDS (Continued)

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

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

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

gooooobooooooooooon
goooooboooooeooDbooboo
gobooooooooooooboon
goooooooooooooboon
oo0oooooooogssooooono
OoooooooOoooDoD206

Ooeb0 230000000

goz20gboéeO030006000OOO0O
00000000000 ss174,0000
O 0O DbO2017060300 O60 OO
495220000 0 M O0OCOOO0O0OG0OO
oooo10.23%000

0 020180 60 300 O 60 OO 20170
7O0310ooooooooooood
oo

Liability = Embedded
component  derivatives Total
goo
good oooo oo
HK$'000 HK$'000 HK$'000
aooo goo gooo
At 1 January 2017 (audited) 02017010100 0000 1,010,036 113,717 1,123,753
Change in fair value of Jooooooobooooo
embedded derivatives - (26,809) (26,809
Interest expense oooao 104,549 - 104,549
Interest paid oooo (21,989) - (21,989
Exchange differences oooog 79,785 - 79,785
At 31 December 2017 (audited) 0201701203100 0000
and 1 January 2018 0201801010 1,172,381 86,908 1,259,289
Change in fair value of oooooooobooooo
embedded derivatives - (37,199) (37,199)
Interest expense gooo 58,174 - 58,174
Interest paid gooo (24,375) - (24,375)
Exchange differences oooo (15,969) - (15,969)
At 30 June 2018 (unaudited) 020180 6030000000 1,190,211 49,709 1,239,920
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NOTES TO CONDENSED CONSOLIDATED O0000000000Oooo
INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018

19. SHARE CAPITAL

0020180 603000600

19.00

Number of

ordinary

shares of
HK$0.01 each HK$’'000

gooo
001000
oooon

Authorised:

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

oon
020177010100
20170120 310000
20180 6030 OOOOO  500,000,000,000 5,000,000

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

goooooon
02017010100
20170120 31000000

30 June 2018 (unaudited) 20180 60 30O O0DOOO 68,645,535,794 686,455
20. BUSINESS COMBINATIONS — 2000000 —0O0OoOoO
UNAUDITED
During the six months ended 30 June 2018 and 30 June 2017, 0020180 60300 0 20170 60 300

there was no material business combination. geopooooooooon
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For the six months ended 30 June 2018

21. CAPITAL COMMITMENTS

The Group had outstanding commitments as follows:

odoboodotudlooo

0020180 603000600

21.0000
00000000000000

(Unaudited) (Audited)
ogooooao ogoooo
<{ONILEN 31 December
2018 2017
20180 20170

60 300 120 310
HK$'000 HK$'000
ooao goao

Contracted but not provided for
in respect of:

gobooboo

— renovation work —Qoooo 44,579 57,181
— properties under development —ooood 1,308,615 2,840,404
— expansion of cinema business —Q0Ooo0oog 384,505 186,793
— others —ono 10,032 20,243

1,747,731 3,104,621

22. CONTINGENT LIABILITIES

Guarantees given in connection with credit facilities granted to/

guarantee payment recoverable from:

22.0000

goboooooooooboobbn
goboooboobon

(Unaudited) (Audited)
ogooooao goooo
ORI 31 December
2018 2017
20180 20170
60 300 120 310
HK$'000 HK$'000
ooao ooao

An associate

gooooo

19,994 19,522
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

odoboodotudlooo

0020180 603000600

22. CONTINGENT LIABILITIES (continued)

23

)

There have been no material developments in pending litigation
against Banco de Oro Unibank (formerly known as Equitable PCI
Bank Inc. and then as Banco de Oro-EPCI Inc.) (“Banco
UniBank"), a Filipino bank, and Waterfront Philippines Inc., a
Filipino company, as disclosed in the Group’s annual audited
financial statements for the year ended 31 December 2017. Due
to the pending litigation, the Group is not able to obtain any
updated indebtedness information from Banco Unibank. Given
the foregoing limitation, it is estimated that the outstanding
balance of the total indebtedness owing to Banco Unibank was
approximately US$2,548,000 (equivalent to approximately
HK$19,994,000) by reference to the unaudited financial
statements of the associate as at 30 June 2018.

CREDIT FACILITIES

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

(@) charge over prepaid land lease payments under operating
leases with a net carrying value of Nil (31 December 2017:
approximately HK$24,410,000);

22. 000 Oooo

Oo0o0oO0oooOo20170120 3100 0O
goooooooooooooooao
000000 Banco de Oro Unibankl O
0 Equitable PCI Bank Inc.0 O O O 0O
Banco de Oro-EPCI Inc.0Id Banco
UniBank[O O O O O O O O Waterfront
Philippinesinc 0 0D OO0 OQQoooQoQ
gooDooooooooooooao
BancoUnibankOD OO OO O0OOO0OO
Jo0oooooooon?20180 60 30
goooooooooooooao
Banco UnibankO O OO OO OOGOQ
00 2,548,0000 0 0O 00O 19,994,000
oo

23.0000

0201806030000 00000OOO
goboooboobo

gobooooobbooobooboo
oo0ooooooOog20170d 120
31000 24,410,0000 O MO

(a)

(b)  charge over certain buildings with total net carrying value of (b) ODODOOOOODOOODO 125,488,000
approximately HK$125,488,000 (31 December 2017: 0020170 120 310 0 0O 705834,000
approximately HK$705,834,000); oomooooo

(c) charge over certain investment properties (note 13), (0 OODODOOOOO 3,290,520,000
properties under development and completed properties O 0oO201701203100 O
held for sale with a total carrying value of approximately 32943480000 000 00O OO
HK$3,290,520,000 (31 December 2017: approximately Ooo013@o00oooooog
HK$3,294,348,000); goooo

(d) charge over certain financial assets at fair value through (d) O0O0OOO0O0O0OO0O?2820000 0

profit or loss with a net carrying value of approximately
HK$282,000 (31 December 2017: approximately
HK$326,000);

020170120 3100 O 326,0000
ooooooo0ooooooo
goooooo
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NOTES TO CONDENSED CONSOLIDATED

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

obboooobiddtlooo
0020180 603000600

23. CREDIT FACILITIES (Continued) 23.0000Uooo

(e)

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

(e ODOOCOODOOODODOOOO
ogooobooooboooo
oooomoooooooo
oooooooooOoo2017012
0 3100647,30920000 O OO O
gooboboobobobooboao
504%0 0O O O 0O 56,963,0000

[EREE
() pledge of certain bank deposits of approximately () O0OOOoOOooOao7,558,385,000
HK$7,558,385,000 (31 December 2017: approximately O 0o201701203100 O
HK$6,887,637,000) of which approximately 6,887,637,0000 O M O O O
HK$2,389,580,000 (31 December 2017: approximately 2,389,580,0000 0 20170 120 31
HK$2,415,410,000) were for standby letters of credit issued 00 O 2,415,410,0000 O OO O O
by banks for a total amounts of US$161,950,000 (31 0000 161,950,0000 0020170
December 2017: US$273,000,000), RMB1,083,822,000 (31 120 310 0 273,000,0000 O 10 O
December 2017: RMB595,000,000) and HK$50,000,000 (31 0 O 1,083,822,00000 20170 120
December 2017: Nil); 3100 0 O O 595,000,0000 00
50,000,00000 (11 20170 120 310 O
Oooooooo
(9) personal guarantee given by directors; (9 0DO0OOOoOoooOooo
(h)  charge over certain property, plant and equipment other (hy OOOOOO0O1,09885200000
than buildings disclosed in note 23(b) with net carrying 020170120 310 0 0O 1,113,338,000
value of approximately HK$1,098,852,000 (31 December O0o0o00o0oooooomao
2017: approximately HK$1,113,338,000); and O23pooooooomo
(i) pledge of various shares mortgage of certain subsidiaries, (M) doooo0ooooooooood
bank accounts charges and corporate guarantee of the oooooooooooogd
Company. oo
24. PENDING LITIGATIONS 24. 0000

There have been no material changes and developments in

respect of pending litigations of the Group since the disclosure
in the Group's annual financial statements for the year ended 31
December 2017.

oooooooz017012031000
gobbooooooboooooobo
gbooboooooobobooooboon
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

25. RELATED PARTY TRANSACTIONS
(a)

Remuneration for key management personnel which
represents amounts paid to the directors were as follows:
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obboooobiddtlooo
0020180 603000600

25.00000

(@9 ODOOODOUOODOOUODOUODO
goboooooogo

(Unaudited)
gooooo
For the six months
ended 30 June
goeéed 3000600

2018 2017

HK$’'000 HK$'000

Oo0ood ooog

Directors’ fees oooo 356 355
Basic salaries, housing, other allowances OO0O00O0O00O0O0O0O00O0O

and benefits in kind oooo 570 1,731

Discretionary bonus oooao - -

Pension scheme contributions ooooooo 20 49

946 2,135
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

25. RELATED PARTY TRANSACTIONS (continued)
(b) During the six months ended 30 June 2018, the Group (b) O0O2018060300060 000

entered into the following material transactions with related

parties:

odoboodotudlooo

0020180 603000600

25.00 000000

oo

Transaction amounts

goa
(Unaudited)
gooooo

For the six months ended

30 June

2018
HK$'000
000

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

Non-exempted connected transactions
Loan to:

— a company controlled by a director

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

— a company controlled by a director
Advance from:

— anon-controlling shareholder of
a subsidiary

ooooooooo

pooooooooo
—oooooooooo
0oooooooo

gooooooooo
ooooo*

oooooooooooo
—oooooooooo
ooooooboooooo
—poooooooooo

poooooo

ooooooooooo
—oooooooooo
—ooooooooooon

ooooooboboobbooooo
—00oooooooo

ooo
—oooooooooooo

ooo

(13,396)

182,567

11,065

ooeosoCOenn

2017
HK$'000
000

(575,424)

5472

226,860

2,836

ogooobooooboooo

Balance owed/(owing)

goomooOo
(Unaudited) (Audited)
gopooo goooo

30 June
2018
20180
60300
HK$'000
ooo

(82,553)

545

226

237,107
176,052

24,600

(12,185)

31 December

2017
20170

120 310

HK$'000
ooo

(123,534)

789

2,702

240,211

14,113

(12,135)
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INTERIM FINANCIAL STATEMENTS (Continued)

For the six months ended 30 June 2018 0020180 603000600

25. 0000 0ooo
b) 000

25. RELATED PARTY TRANSACTIONS (continued)
(b)  (Continued)

Balance owed/(owing)

Transaction amounts

goa g00@ooma
(Unaudited) (Unaudited) (Audited)
gooooa gooooo goooo

For the six months ended

30 June NI 31 December
00603000600 2018 2017
20180 20170
2018 2017 60 300 120 310
HK$'000 HK$'000 HK$'000 HK$'000

ooo oo

ooo

ooo

Exempted connected transactions 0000000
Rental income from: ooooooooooboo

— companies controlled by a director —00000000oDoDo 795 710 129 131
Provision of advertising services by: oooooooooooao

— a company controlled by a director —0000ooooooo (66) (537) - -
Information service income from: ooooobooooooooo

— companies controlled by a director —0ooooooooo 217 224 118 5
Film investment income from: oooooobooooooo

— a company controlled by a director —0o0ooooooo 98 - 526 437
* The Group entered into a business cooperation framework * 000020170 110310000

agreement in relation to payment for box sharing motion
pictures, on 31 November 2017. Per the agreement a certain
percentage of the net box office for a box sharing motion
pictures was attributed to the distributor while only up to 1% was
for the benefits of a company controlled by a director.

oooooooooooooo
ooooooooooooooo
oooooooooooooog
1%0000000000000
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018

odoboodotudlooo

0020180 603000600

25. RELATED PARTY TRANSACTIONS (continued)  25.0 00 0O Oooo
(b)  (Continued) by Oooo

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

The Group has not made any provision for bad or doubtful
debts in respect of related party debtors nor has any
guarantee been given or received during the six months
ended 30 June 2018 regarding related party transactions.

Except as disclosed above and elsewhere in these
condensed consolidated interim financial statements, there
was no material related party transaction carried out during
the period.

Parent company

The directors consider the Company’s ultimate holding
company is Dadi Holdings Limited (incorporated in Hong

Kong).

gobooooobboooboboo
gbooobboom™moboooo
goooboobooooobooo
Ooooooono 2000000000
0002371070000 000000
goboooobboooboboo
O0oDoOoDOoO00O0O202005
glmoooooeooxooooono
000000 148,5000000000
001760520000 0000000
gobooooboooooooooo
gomobooooboboooobooo
002023020250000@0300
20180 6030006000000
OO0O0O00020180603000
Oooz20701203100000
0 240,211,0000 O MO

gobooooobboooboboo
goobbooooooobooo
ooOooo0o20180é6030006
gooooogoobogoog

goboooobboooboboo
gooboooooboobooao
gooooboooo

ooo

gooogooobbooobooboo
gooooboomoooooboo
goood
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INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2018 0020180 60 3000 600
26. FINANCIAL INSTRUMENTS 260000
(a) Categories of financial instruments (@) OJOoDOoOooOoo
The following table shows the carrying amount and fair ooooodoooooooooo
value of financial assets and liabilities: oooooo
(Unaudited) (Audited)
gooooo goooo
30 June <N 31 December 31 December
2018 2018 2017 2017
20180 20180 20170 20170
60 300 60 300 120 310 120 310
Carrying Fair Carrying Fair
amount value amount value
goo oooo goo oooo
HK$'000 HK$'000 HK$'000 HK$'000
goo ood goo ooo
Financial assets measured at fair value oooooooooooo
through profit or loss oooo
— Listed equity investments —[0Oo0oooo 98,137 98,137 199,474 199,474
— Derivatives —p0ooa 174 174 - -
— Unlisted debt investments —000oooo 324 324 - -
Financial assets measured at fair value oooooooooooo
through other comprehensive income 0oooooo
— Unlisted equity investments —Joooooo 151,817 151,817 - -
— Available-for-sale financial assets —Q0ooooooo - - 135,591 N/ADOO
— Available-for-sale financial assets —00000000 - - 324 324
Financial assets measured at amortised cost oooooooooooo
— Cash and cash equivalents —000000000 3,111,520 3,111,520 4,397,710 4,397,710
— Pledged and restricted bank deposits —J0000ooooon 9,728,056 9,728,056 8,672,079 8,672,079
— Trade receivables —0ooooo 501,542 501,542 679,668 679,668
— Deposits and other receivables —J0o0oooooo 2,297,691 2,297,691 2,045,154 2,045,154
— Amounts due from associates —Q0ooooooo 12,599 12,599 11,238 11,238
— Amount due from a joint venture —00000o0oooo 2,403 2,403 2,491 2,491
— Amounts due from related parties —00oooooo 439,303 439,303 258,388 258,388
— Listed debt investment —Jooooo 118,554 118,554 - -
— Held-to-maturity investment —0000ooo - - 120,106 120,106

16,462,120 16,462,120 16,522,223 16,386,632

Financial liabilities measured at fair value 000000000000
— Derivatives —0ooo 57,502 57,502 86,908 86,908
Financial liabilities measured at 0ooooooooo
amortised costs ooo
— Trade payables —0ooooo 1,565,514 1,565,514 2,144 942 2144942
— Other payables and accruals —00000000000 1,630,545 1,630,545 1,362,414 1,362,414
— Amount due to a director —Joooooo 7177 7177 9878 9878
— Amount due to an associate —Q0oooooooo 5,492 5,492 5492 5492
— Amounts due to related parties —Joooooo 94,738 94,738 135,669 135,669
— Bank and other borrowings —000oooo 23,205,117 23,205,117 22,896,454 22,896,454
— Finance lease liabilities —00oo0o00o 57,074 57,074 87173 87,173
— Convertible and exchangeable bonds —000oooooo 1,190,211 1,190,211 1,172,381 1,172,381
— Other employee benefits —00oo0o00o 2,037 2,037 2,064 2,064

27,815,407 27,815,407 27,903,375 27,903,375
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NOTES TO CONDENSED CONSOLIDATED

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

(b) Fair value measurement

26. 000 Oooo
(b) ODODOOODO

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

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

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

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

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

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

(i) Financial instruments not measured at fair value

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

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

26. FINANCIAL INSTRUMENTS (continued)

(b) Fair value measurement (Continued)

(1)

Financial instruments not measured at fair value
(Continued)

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

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

Interim Report 2018
oooooooooo

odoboodotudlooo

0020180 603000600

26. 000 Oooo
(b) DODODOOO0OOoooO

(i)
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NOTES TO CONDENSED CONSOLIDATED

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

26. FINANCIAL INSTRUMENTS (continued)
(b) Fair value measurement (Continued)
(i) Financial instruments measured at fair value

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

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

Information about level 2 fair value measurements

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

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

The fair value of the unlisted equity investment is
estimated using a market approach.
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26. 000 Oooo
(b) DODODOOO0OOoooO

(ii)
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NOTES TO CONDENSED CONSOLIDATED

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

26. FINANCIAL INSTRUMENTS (continued)

(b) Fair value measurement (Continued)

(ii)

Financial instruments measured at fair value
(Continued)

Information about level 3 fair value measurements

The fair value of the financial liability at fair value
through profit or loss (i.e. derivatives) of the
convertible and exchangeable bonds was determined
using the binomial model, and the inputs into the
models at the end of reporting period were as follows:
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26. 000 Oooo
(b) DODODOOO0OOoooO

(i) ooOopoooooOoOooo
ooo

oooooooooooo
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gboobooooooobdo
gboooobooobooooo

ooooooo
(Unaudited) (Audited)
Ooooooo goooo
30 June 31 December
2018 2017
20180 20170
60 300 120 310
Conversion price ooao RMB187,580 RMB187,580
[0 187,58000 0O 0ODO187,5800
Risk free rate ooooo 1.9% 1.5%
Discount rate ooad 14.0% 13.5%
Volatility oo 40.0% 35.0%

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

Volatility is calculated with reference to the
Company’s historical share price movement matching
the period of the conversion option.
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NOTES TO CONDENSED CONSOLIDATED

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

(b) Fair value measurement (Continued)

26. 1 00 Oooo
(b) OOODODOOooo
(i) Financial instruments measured at fair value () OOoO0oOoOooOooOod

(Continued)

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

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

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

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

There were no changes in valuation techniques during

the period.
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NOTES TO CONDENSED CONSOLIDATED

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

(b) Fair value measurement (Continued)

26. 000 Oooo
(b) DODODOOO0OOoooO

oooooooooooo
ooo
oooooooooood

gboooboooboooo
ooooooodooooo

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

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

Level 1
010

HK$'000
oogd

Level 2
020
HK$'000
gooo

Level 3
030
HK$'000
ooo

Total
od

HK$'000
gooo

As at 30 June 2018 020180 60 300
(unaudited) oooooo
Assets 0oa
Financial assets at fair value gooooooooo
— Unlisted equity investments —0oooooo - 145,771 6,046 151,817
— Listed equity investments —000000 98,137 - - 98,137
— Derivatives —[0ooo - 174 - 174
— Unlisted debt investments —Qooooooo - 324 - 324
Total fair value oooooo 98,137 146,269 6,046 250,452
Liabilities oad
Financial liabilities at fair value oo0ooooooo
— Derivatives —0ooo - 7,793 49,709 57,502
Total fair value gooooo - 7,793 49,709 57,502
As at 31 December 2017 020170 120 310
(audited) ooooo
Assets 0oa
Financial assets at fair value ooo0ooooooo
— Listed equity investments —[Qooooo 199,474 - - 199,474
— Club debenture —0ooo - 324 - 324
Total fair value oooooo 199,474 324 - 199,798
Liabilities oo
Financial liability at fair value ooodooooo
gooo
— Embedded derivatives —Qooooooo - - 86,908 86,908
Total fair value oooooo - - 86,908 86,908
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NOTES TO CONDENSED CONSOLIDATED

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

(b) Fair value measurement (Continued)

26. 000 Oooo
(b) DODODOOO0OOoooO

oooooooooooo
ooo

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

During the six months ended 30 June 2018, there
have been no significant transfers between level 1, 2
and 3 in the reporting period (six months ended 30
June 2017: Nil). The methods and valuation
techniques used for the purpose of measuring fair
value are unchanged compared to the previous

reporting period.

Reconciliation for financial instruments carried at fair
value based on significant unobservable inputs (Level

3) are as follows:

go2018060300000
ooo10oo200030
ooooocoomod 2017
gséb0300000000M
ooooobooooooog
gooooboooboooo
gooood

goooboooobobooo
ooooooooood
gobooooboooab

(Unaudited) (Audited)
oooooo npoooo
30 June 31 December
2018 2017
20180 20170
60 300 120 310
HK$'000 HK$'000
oo ooo
Financial assets at fair value through oooooooooo
other comprehensive income ooooooooo
— Unlisted equity investments —ooooooo
At 1 January (audited) o1o1mmoooo - -
Reclassified from available-for-sale ooo0oDO0O0Doooo
financial assets upon adoption of HKFRS 9 ge0ooooOO
gooooooo 4,357 -
At 1 January (restated) 01010 oooon 4,357 -
Addition oo 1,689 -
At 30 June 2018 (unaudited)/ 02018060300 0000
31 December 2017 (audited) 20170120310 0000O 6,046 -
Financial liabilities at fair value through oobooDooDooooDo
profit or loss oooo
— Embedded derivatives —0oooooo
At 1 January 01010 86,908 113,717
Change in fair value of embedded 0000oooo
derivatives gopooo (37,199) (26,809)
At 30 June 2018 (unaudited)/ 0201806030 0000
31 December 2017 (audited) 20170120 31000000 49,709 86,908
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NOTES TO CONDENSED CONSOLIDATED 00000000000 00o00

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018 0020180 603000600

27. EVENT AFTER REPORTING DATE 27. 000000
On 9 July 2018, a wholly-owned subsidiary of the Company gz080 7090000 UUOoooOoO
completed the acquisition of 0 0 0 0 0 00O OO (“Shibo"), 00O0O00O00oOoo0oOoooooooon
through the acquisition of the total issued share capital of Shibo. MO0M0o0O0O00D0o00o0ooooo
Up to the date of this report, the initial accounting for the 00000000000 0000o00
business combination is incomplete and the assessment of the goooooooooooooooao
fair value of Shibo's assets and liabilities is still in progress. ooooooooo

28. COMPARATIVE FIGURES 28.0000
Comparative amount of cinema advertising income of 0027060300060 00000
approximately HK$90,542,000 has been reclassified from “Other 000000000000 Ooooan
operating income” to “Revenue” in the condensed consolidated 905420000 0000 O0DOOOOOOO
income statement for the six months ended 30 June 2017, to 0000000moooOoooooan
conform with the presentation in the current period’s condensed oooooooooo

consolidated income statement.

Comparative amount of impairment loss on trade receivables of 002017060300 06000000
approximately HK$96,000 has been reclassified from “Other 00000O000O00o0ooooon
operating expense” to “Impairment loss on trade receivables” in goooesooo0poonoooooon
the condensed consolidated income statement for the six months oo0ooooooooooouoooom
ended 30 June 2017, to conform with the presentation in the joo0oooooooooooooon

current period’s condensed consolidated income statement. oo




32

Nan Hai Corporation Limited
gopoooooo

MANAGEMENT DISCUSSION AND
ANALYSIS

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

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

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

CULTURE AND MEDIA SERVICES
Business Review

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

Cinema Operation

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

layout and adjust its organizational structure.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

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

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

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

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

CULTURE AND MEDIA SERVICES (continued)

Business Review (Continued)
Dadi Film

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

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

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

distribution and promotion of a film in the capacity of co-distributor.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES (continued)

Business Review (Continued)
Dadi Film (Continued)

As for animation content business, the Company focused on IP (a type
of intellectual property which mainly refers to the copyright of literary
and artistic works) reserves, operation and licensing regarding quality
content in such areas as comics, 2D animation and teen animation
under the brand of “Magical Kingdom Anime”. As for IP content, the
team built up its knowledge by way of self-development,
commissioned development, copyright procurement, etc. During the
reporting period, the team has cooperated with outstanding content
production partners, such as SAMG Animation (a company in South
Korea) and Genco (a company in Japan), and invested in a number of
TV series and films, thus providing high quality work for the operation
of IP content library. As for the IP content operation, according to the
differences in the audience of the content, the channels are classified
to pursue operational efficiency and value maximization. During the
reporting period, the team exclusively distributed new animation series
of “Magical Girl Ore (O 0O O O 0O)" and “Rokuhodo (O O 0O)" on
Bilibili, a website that gathers animation fans, as a new attempt to
refine the operation of animation content. Besides, the self-developed
comic mobile APP — Man Ying Comics (O O 0O 0O) was officially
launched, which established a platform for refined operation of comic
content.

Oristar

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

During the reporting period, Oristar launched the platform of
"Huiyingyun” (O O O ) with the big data of cinema users as the core,
providing cinemas with comprehensive product development matrix in
three major scenarios of marketing, operation and security, and setting
up scene marketing channels and data platform to provide

comprehensive services.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES (continued)

Business Review (Continued)
Oristar (Continued)

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

Prospects

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

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

under cross-industry operation with core of “film culture group”.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

CULTURE AND MEDIA SERVICES (continued)
Prospects (Continued)

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

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

As for the animation content, the team plans to cooperate with well-
established animation companies and comic studios in China and
overseas countries to jointly develop various projects, including
animation series of “Katana Maidens ~ Toji No Miko (0 O 0O 0)", “Dies
irae”, "Miniforce X (O O O O O)" and comics of “Celestial Track of
Peng Lai (O O O 0O)", and continue to explore and refine the operation
model in accordance with the characteristics of the respective IP
content. In the future, the Group will strengthen the connection
between comics and animation films and series, strive carry out IP
content operation and licensing on all-round, multi-angle and
international basis and fully control and explore the intrinsic value of IP.

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

PROPERTY DEVELOPMENT
Business Review

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

“The Peninsula” Project in Shenzhen

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

“Free Man Garden” Project in Guangzhou

The"”Free Man Garden”project of Nan Hai Development in Guangzhou
is located at the junction of Baiyun District and Huadu District, which
not only enjoys the comprehensive ancillary facilities in Baiyun District,
but also the favorable factors brought by the airport economic area.
There are a total of eight phases in “Free Man Garden”, of which
Phase 1, Phase 2, Phase 4 and Phase 7 have been sold out before 2018.
The remaining Phase 5, Phase 6 and Phase 8 will be saleable, while
Phase 3 will be self-owned for commercial use. Phase 4 obtained the
certificate of acceptance for the planning of construction project (O O
O 0O O O 0O)in December 2017 and is expected to be delivered in
September 2018. Phase 7 obtained the certificate of acceptance for the
planning of construction project (0 0 0 O O O O ) in June 2018. Phase
5 and Phase 6 are under construction in full swing and have been
capped at present with the saleable area of approximately 223,200
sg.m., which is expected to commence pre-selling at the end of 2018

or the beginning of 2019.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

PROPERTY DEVELOPMENT (continued)
Prospects

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

The Group is committed to green building and environmental-friendly
technology, focusing on stereoscopic greening, key technology
research and development as well as commercial transformation in the
field of ecological construction. Its subsidiary 0 0 0 0 %0 0O O O
0O 0 0O O 0O 0 (Shenzhen Cui Lu Technology Engineering Company
Limited*) will soon launch the first vertical greening system with
international technology level in the country, solving a lot of technical
problems in stereoscopic greening and will be presented for the first
time in the "Free Man Garden” project in Guangzhou in the second
half of 2018.

ENTERPRISE CLOUD SERVICES
Business Review

By virtue of the comprehensive cloud computing infrastructure services,
e-commerce and total “Internet+" solutions offered for corporate
clients in China, this segment spent unremitting efforts on the
development of digitalization and smart operation. Leveraging on its
unremitting efforts, this segment has successfully established an
outstanding national business and localized service network in the
industry, so as to effectively address “the last kilometer” problems
from service providers to corporate clients. In the meantime, in respect
of product development, after prolonged exploration and promotion,
this segment successfully launched a series of leading cloud services
corporate digitalization and transformation in the industry. 00000
0O 0O 0O 0O 0O O O (CEDongli Technology Company Limited, “CE
Dongli”)'s portal businessand 0 0 000000000000 (Beijing
Xinnet Cyber Information Company Limited, “Xinnet”)’s cloud
computing services have also commenced stably, which played a
significant role in promoting the growth of the number of users.

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

ENTERPRISE CLOUD SERVICES (continued)
Business Review (Continued)

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

CE Dongli

With 19 years’ experience of being a services provider for enterprises
in China, CE Dongli has successfully established a corporate
“Internet+" product operating system as well as an extensive business
and localized service network, providing corporate digitalization and
operation solutions. During the reporting period, CE Dongli continued
to strengthen the management of its direct branch offices and further
enhanced its localized service capacity through the establishment of
customer care divisions in various branches across China. In particular,
the enhancement in service capacity of the “the last kilometer”, which
is crucial to enterprises, would make such services closer to user needs.
In addition to providing digitalization and operation solutions for
SMEs, CE Dongli is also constantly exploring new market opportunities.
During the reporting period, CE Dongli launched a high-end
customized brand CE Ultimate (O O O 0O), which is committed to
providing high-end customers with a continuous “Internet +”
digitalization and smart operation flagship service, shaping efficient
Internet integrated marketing communications, with a view to creating
brand-new business value. Since its inception, CE Ultimate has
provided a full range of smart services of Internet information for more
than a dozen Fortune Global 500 companies and approximately 100
Fortune 500 companies in China. In the meantime, in respect of
research and development of new products and supported by the
“middle structure of business (0 0 O 0 )", more emphasis was put on
the needs of different industries and clients under different stages so

as to provide customized products and industry solutions to meet the
needs of enterprises or certain specific industries.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

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

During the reporting period, Xinnet continued its cloud services such
as laaS, domain name hosting and synergistic communication for SMEs
and micro-enterprises through internet online and distributor channels
established across China. In 2017, after Xinnet officially
launched”Arrow Cloud (O 0O 0)", its self-developed new generation
cloud computing product, in respect of research and development, the
Group continued to develop a cloud business platform and operation
platform around Arrow Cloud products, effectively ensuring the
strategic implementation of the new cloud computing business, and
improving the operational efficiency while bringing better experience
to customers. On this basis, Xinnet regards its own cloud products as
its core and provides users with more extensive value-added products
and a more comprehensive cloud service experience through the
application and service market.

Prospects

The management of this segment considers that enterprises in China
will continue to increase its investment in digitalization and
transformation, and business intelligence services based on big data
will be developed. Although it still takes time for market ramp-up and
promotion, cloud services for corporate digitalization and smart
operation and industrial solutions will enjoy enormous room for
development. Going forward, this segment will continue to improve its
ground services capability by regarding users as its core, relying on the
industry and making full use of Internet, which allows it to quickly
respond to the needs of enterprises and provide timely solutions to
issues. Meanwhile, this segment will enhance its overall operational
capability and online services capability. In respect of product
application, with an in-depth understanding of the industry’s business
scenarios, the Group will quickly respond to the needs of business
scenarios in different industries based on the cloud product model and
the “middle structure of business (O 0O O 0O )". Furthermore, this
segment will also increase its capital investment in data centre, cloud
computing technology, automatic operation and maintenance
technology as well as big data technology, and enhance its overall
technical core competence to further develop and optimize its
products and services for the enterprise’s digital intelligent business

scenario.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

INTERNET LIFESTYLE PLATFORM
Business Review

There are two business divisions under the Internet lifestyle platform,
namely "HKO1" and “Duowei Media”. During the reporting period,
revenue of the Internet lifestyle platform was approximately HK$20.9
million (for the six months ended 30 June 2017: HK$5.3 million). Loss
before income tax was approximately HK$180.5 million (for the six
months ended 30 June 2017: HK$150.2 million).

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

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

Prospects

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

innovative new products and fully explore user value.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

INNOVATIVE BUSINESS
Business Review

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

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

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

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

INNOVATIVE BUSINESS (continued)
Prospects

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

FINANCIAL RESOURCES AND LIQUIDITY

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

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

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

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

statements.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

FINANCIAL RESOURCES AND LIQUIDITY

(Continued)

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

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

EXPOSURE TO FLUCTUATION IN EXCHANGE
RATES

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

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

EMPLOYEES AND REMUNERATION POLICY

The Company employs and remunerates its employees based on their
qualifications, experience and performance. In addition to basic salary
payments, other benefits include housing, contributions to mandatory
provident fund, group medical insurance, group personal accident
insurance and examination leave, etc. Employees are eligible to be
granted share options under the Company'’s share option scheme at
the discretion of the Board of the Company. In general, salary review is
conducted annually. As at 30 June 2018, the Group had approximately
22,496 employees (30 June 2017: 18,944 employees). The total salaries
of and allowances for employees for the six months ended 30 June
2018 were approximately HK$1,216.5 million (for the six months ended
30 June 2017: HK$864.7 million).

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

EVENTS SUBSEQUENT TO REPORTING
PERIOD

Save as disclosed in note 27 of this report, there was no other
significant event after the reporting period up to the date of this

report.
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DIRECTORS' INTERESTS AND SHORT Jooooobgooood
POSITIONS IN SHARES AND oon
UNDERLYING SHARES

As at 30 June 2018, the interests and short positions of the directors  [120180 4603000 0000000000
and chief executive of the Company in shares, underlying sharesand QOO O000000O0O00O0O0OOOOOOO
debentures of the Company or any of its associated corporations QOO0O00O00000000OOD XVOODO
(within the meaning of Part XV of the Securities and Futures Ordinance 0000000000000 O0OOOOOO
(the "SFO")) as recorded in the register required to be keptunder OO0 00O003/200000000000
Section 352 of the SFO or as otherwise notified to the Companyand 0000000100000 0000000
the Hong Kong Stock Exchange pursuant to the Model Code for QOO0 O0O0000DOO0O0OOOOOOO
Securities Transactions by Directors of Listed Issuers (the “"Model QO OO0OO000OO0OO0OOOOOOOOO

Code”) as set out in Appendix 10 to the Listing Rules were as follows: oo
THE COMPANY Oooad
Long and short positions in shares in issue ooooooooooog
Approximate

Number of percentage
Name of Director Capacity/Nature of interest shares held holding Notes
godd gogoooog goooao goodoood od
Yu Pun Hoi (“Mr. Yu") Corporate interest 40,673,177,261 (L) 59.25% 1
goOonoogoon gogd 9,733,091,482 (S) 14.18% 2
Notes: ooo

1. These 40,673,177,261 shares were collectively held by Rosewood Assets Ltd., 1. 0040673177260 00000000000

Pippen Limited, Staverley Assets Limited, First Best Assets Limited and oobooooooboboooooooooo

Unicorn Assets Group Limited, companies indirectly wholly owned by Mr. Yu Rosewood Assets Ltd.0 Pippen LimitedO

through Dadi Holdings Limited, a company wholly owned by Mr. Yu. Staverley Assets LimitedO First Best Assets
Limitedd Unicorn Assets Group Limitedd O O
oo

2. These 9,733,091,482 shares were charged by Pippen Limited, a company 2. ooo9r3ondzibooooooooooo
indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company boobooooOoooOoooOoboooo
wholly owned by Mr. Yu. Pippen Limitedd 0O O

3. (L) denotes long position and (S) denotes short position. 3. LWooooo ) oooo




DIRECTORS' INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

ASSOCIATED CORPORATIONS

As disclosed above, Mr. Yu is entitled to control the exercise of more
than one-third of the voting power at general meetings of the
Company. As such, Mr. Yu is taken to be interested in the shares of the
associated corporations of the Company within the meaning of Part XV
of the SFO. Sino-i is a company whose shares are listed on the Hong
Kong Stock Exchange, and is an associated corporation of the
Company within the meaning of Part XV of the SFO. As at 30 June
2018, the interests of the directors of the Company in shares and
underlying shares of Sino-i were as follows:
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Doddddodddoodoggd
00O Oroo

gogd

gobooobooobooobooboobooon
goboboooboboooobooooboon
oo oooooooo
gooXxvooooooooooboooo
gbobobobooboobooboobooDo
Xvooooooooooooooo20so
60300000000 00DOOOODOOn
goooooooogn

Sino-i ooono
Long position in shares in issue oooooooon
Approximate

Number of percentage
Name of Director Capacity/Nature of interest shares held holding Note
oooo ooooooog oooooo ooooooo oo
Mr. Yu Corporate interest 12,838,585,316(L) 64.47% 1
gdad good
Lung King Cheong Personal interest 150,000(L) 0.00075%
ogdd goood
Note: ooo
1. These 12,838,585,316 shares were collectively held by Goalrise Investments 1. 0012838585310 00000000000

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

2. (L) denotes long position.

Save as disclosed above, as at 30 June 2018, none of the directors nor
chief executive of the Company had any interests or short positions in
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code as set out in Appendix 10

to the Listing Rules.

0 O Goalrise Investments Limitedd View Power
Investments Limited Wise Advance
Investments Limited D 0 0000000000
JjododoDO0oDOO0oOOobDOobOOooOoooooo

2. (LHoooo

oooboobooooo20msged3onobod
goboobooobooboooboon
o000 ooOoboOoooooooxvoo
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OOooOooOooo320000000000
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SHARE OPTION SCHEME

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

Since the adoption of the Scheme and during the six months ended 30
June 2018, no share option has been granted, exercised, cancelled or
lapsed under the Scheme and there was no outstanding share option
under the Scheme as at 30 June 2018 and up to the date of this report.

SUBSTANTIAL SHAREHOLDERS'’
INTERESTS AND SHORT POSITIONS

As at 30 June 2018, those persons (other than directors and chief
executive of the Company) who had interests and short positions in
shares or underlying shares of the Company as recorded in the register
required to be kept by the Company under Section 336 of the SFO
were as follows:

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

ogod

0201205028000000000000
goooboooobooooobooon
gboobooobooobooboboon
gobooobooboooboobobooon
goooog

OOoO0o0oO0oOooooo?2018060 3000 60
gboobooboooobooboboon
ooooooboogDbezoieoen30dnd
gobooooobooobooboboon
goooog

goooggboodod

g20sgeéed3o0oonooooononog
o00o0o0336000b000o0oooooo
gogobooboobooboomon
gobooobooobooboooboooo

Approximate
percentage of

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

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

oo0000oDooOooOooXxvo oooo

0203000000000 gooooo

gooooooooooo oooo oooooo ooooo oo

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

oooooooo oooo 9,733,091,482 (S) 14.18% 4

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

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

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

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

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

goao oooo

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

goo oood

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

oooo
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SUBSTANTIAL SHAREHOLDERS'’
INTERESTS AND SHORT POSITIONS

(Continued)

Do00bO0dodiUooo

Name of person holding an interest Approximate

in shares which has been disclosed to percentage of

the Company under Divisions 2 and 3 Number of issued share capital
of Part XV of the SFO Nature of interest shares held of the Company  Notes
0oooooooooooXxvo oooo
0203000000000 ooooon
oobooooboobono oooo oooooo oooon oo
Lim Siew Choon Corporate interest 5,514,986,997 (L) 8.03% 3
ooo oooo
Empire Gate Industrial Limited Beneficial interest 5,514,986,997 (1) 8.03% 3
oooo
Central Huijin Investment Ltd. Security interest 7,060,000,000 (L) 10.29% 6
oooo
Corporate interest 63,091,482 (L) 0.09% b
oooo
China Construction Bank Corporation Security interest 7,060,000,000 (L) 10.29% 6
oooo
Corporate interest 63,091,482 (L) 0.09% 6
oooo

Notes:

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

Rosewood Assets Ltd.O Pippen LimitedO
Staverley Assets LimitedO First Best Assets
Limited O Unicorn Assets Group Limited 0O O
goooooo0obooooobooooooooo
gbooooooooboooboobooooooo
gooooooooooood

2. Macro Resources Ltd. and K Resources Group Limited. are held as to 50% oooooO0O0ooooOoOoOoOoOoooooa
each by Ms. Kung Ai Ming and Mr. Yu Ben Hei, the son of Mr. Yu. Their Macro Resources Ltd. [ K Resources Group
respective interest in 4,361,043,498 and 2,100,000,000 shares were included as Limited 50%0 0 0 0 0 00 0O 00O 4,361,043,498
interest held by Ms. Kung Ai Ming and Mr. Yu Ben Hei. Ms. Kung Ai Ming owns 0 2,100,0000000 0000000000000
interest of 69,400,000 shares through Redmap Resources Limited, her wholly J0000o0o0000o0ooooooooooo
owned company. 0000000 Redmap Resources Limited 0 O

69,4000000 000000

3. Empire Gate Industrial Limited is wholly owned by Mr. Lim Siew Choon. Its Empire Gate Industrial LimitedD 0 00 00O
interest in shares was included as interest held by Mr. Lim Siew Choon. oooooOooooOoOoOoOO0OoOoooooa

goooooooooo

4. These 9,733,091,482 shares were charged by Pippen Limited, a company 0097330914820 000000000000

indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company
wholly owned by Mr. Yu.

gooooooooooooooooodg
Pippen Limited 0 0 O
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5. Pursuant to Part XV of the SFO, if certain conditions are met, the shareholders 5. Jo0o00o0oooooxvoooooooooo

of the Company are required to submit a disclosure of interest notice. In the 000000000000 DO0OO0oOoOOooOoDo
event of changes in the shareholding of the shareholders in the Company, the gooooO0oOoOoooooooooOoUoooo
shareholders will not be required to notify the Company and the Hong Kong 0000000000 oooOO0OO0O0ooOoOOoOO
Stock Exchange unless certain conditions are met. Therefore, the latest 0000000 0O0O00ObOOoDOOoOobOOooDOoo
shareholding of the shareholders in the Company may be different from the ooooo

shareholding submitted to the Hong Kong Stock Exchange.

6. These 7,123,091,482 shares were indirectly held by Central Huijin Investment 6. 00 7,123091,4820 O O O Central Huijin Investment

Ltd. through China Construction Bank Corporation, CCB International Group Ltd.00 O China Construction Bank Corporation, CCB
Holdings Limited, CCB Financial Holdings Limited, CCB International International Group Holdings Limited, CCB Financial
(Holdings) Limited and CCB International Overseas Limited. Holdings Limited, CCB Interational (Holdings) Limited

[ CCB International Overseas Limited 0 0 0 0 O

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

Save as disclosed above, as at 30 June 2018, no person (otherthan O OO0O0O00O00O0ODO 201806030000
directors and chief executive of the Company) had notified to the 00000000 0000000000000O
Company any interests or short positions in shares or underlyingshares 0000000000000 O0O0O00OO0O0O0O
of the Company which was required to be recorded in theregisterkept OO0 0000000000000 00O 3360
by the Company under Section 336 of the SFO. ooooooooooooo




PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

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

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

INTERIM DIVIDEND

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

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the
Corporate Governance Code and Corporate Governance Report (the
"CG Code”) as set out in Appendix 14 to the Listing Rules throughout
the six months ended 30 June 2018, except for the deviation
mentioned below:

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

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

decisions and strategies. By appointing Ms. Liu Rong as the CEO with
effect from 12 February 2018, the Company has complied with the
requirements under CG Code Provision A.2.1 since 12 February 2018.
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CHANGES IN MEMBERSHIP OF THE
BOARD AND THE DIRECTOR'S
INFORMATION

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

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

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

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

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

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules. Specific enquiries have been made to all the
directors and the directors have confirmed that they have complied
with the Model Code as set out in Appendix 10 to the Listing Rules
throughout the six months ended 30 June 2018.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
comprises all the independent non-executive directors of the
Company, namely Mr. Lau Yip Leung, Mr. Xiao Sui Ning and Mr. Ho
Yeung Nang. The Audit Committee has reviewed with management
the accounting principles and practices adopted by the Group, the
unaudited interim results for the six months ended 30 June 2018, and
discussed the financial control, internal control and risk management
systems.

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

Hong Kong, 29 August 2018
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