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HZE2016F 12 A31BIE/NE AR

Interim results for the six months ended

31 December 2016 RHERELE
The Board is pleased to announce the unaudited results of Pegasus EEZSMALXMH  KEZEXLIZBRER AT (XA

BADLEMBRB(REA [ AREH])EHE2016F12
A31 B IEAREAMREEZEEER 2015 FRHRAR
REZLBEHETNT

Entertainment Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) for the six months ended 31
December 2016 together with the comparative unaudited figures for the
corresponding period in 2015 as follows:

Consolidated Statement of Profit or Loss and
Other Comprehensive Income

reBmREAMEEREER

Sm N
NN
For the six months ended 31 December 2016 &% 20164 12 431 H 1L/~ @A

Six months ended 31 December
HZ12A318LEAEA

2016 2015
2016 20154
Notes HK$°000 HK$'000
P BET T BETT
(Unaudited) (Unaudited)
(REEER) (REER)
Revenue Wz 3 131,583 309,381
Cost of sales S E RN (63,962) (184,248)
Gross profit EX 67,621 125,133
Other income Hulg A 3,665 2,173
Selling and distribution expenses HHE R ETTRX (CYA-LX)) (49,158)
Administrative expenses THRFAX (20,633) (57,794)
Net foreign exchange loss HNEE B 18 F RE (2,634) (3,161)
Impairment loss on other receivables Hth FEY R IB R (B & 18 (2,011)
Finance costs A& A A 5 (139)
Share of results of associates JEAEEE R RIEE 887
Share of results of a joint venture Bl —EAEEER (572)
Profit before tax R B AR A 15,358
Income tax expense FrisFix 6 (10,181)
Profit for the period HAR &R 7 5,177
Other comprehensive income Hip 2 EKA
Items that may be reclassified subsequently to fE{é el & B » A2 1Bz #91H H
profit or loss
Share of exchange difference of an associate  [E/5 — 2 A F)[E X =58 -
Share of exchange difference of a joint venture fE{h—fEA S ¥EN =58 -
Exchange difference arising on translating BEGINEREENIER =58
foreign operations 945
945
Total comprehensive income for the period HiRZ2HEWALLE 6,122

04 Pegasus Entertainment Holdings Limited ~
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

re BBt 2R aE R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

Six months ended 31 December
BZ12831HLEAEA

2016 2015
2016 20154
Note HK$000 HK$'000

B 5E BET T BT T
(Unaudited) (Unaudited)
(REER) (REEEZ)

Profit (loss) for the period attributable to:

THALEERRER (B8)

Owners of the Company ViN/NEIE PN 8,025

Non-controlling interests e (2,848)
5,177

Total comprehensive income (expense) T3 ATEEBHAZEKA (BIX)

for the period attributable to: L

Owners of the Company KARERA 8,970

Non-controlling interests IR (2,848)
6,122

Earnings per share BRER 8

Basic (HK cent) EARGED 0.3

Diluted (HK cent) w8 0.3

REFECERER AT ~ 2016/17 FHATR S 05



Consolidated Statement of Financial Position

ARE WRSIAILR

At 31 December 2016 7220165 12 A31 H

31 December

2016

2016 &

12A31H

Notes HK$'000
P=E BET T

(Unaudited)
(REEX)

35,720

5,600

10 72,875
11 55,646
12,000

4,056

9,394

195,291

Non-current assets kRBEE

Property, plant and equipment b E N
Intangible assets BVEE

Interests in associates REE R AR
Interest in a joint venture R—EEELENER
Prepayment to an artiste BB E A
Available-for-sale investment AEHERE
Deferred tax assets BIEFIEEE
Current assets RBEE

Film rights BRI

Film production in progress BEPEF
Investments in film/drama production BEEY,BBERIE
Inventories FE

Trade and other receivables B 5 R HAb EUGRIA
Prepayment to an artiste BROEE A

Rental deposits HEZRE

Amount due from non-controlling interest i i 3E{2 A% #E 25 T 1B
Pledged bank deposits EEPRITIFR
Bank balances and cash RITHEBRIIRE

14,357

82,787

29,963

621

12 28,219
12,000

33,507

13 EXWAN
65,460

298,125
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30 June
2016
20164
6 H30H
HK$'000
BETT
(Audited)
(f&E=%)

39,259
5,600
53,887
47,504
12,000
4,056
7,878

170,184

3,175
80,050
33,401

801
35,716
12,000
19,989

146
31,165
72,177

288,620



Consolidated Statement of Financial Position

AN
=N

ISR LR

At 31 December 2016 720164 12 A 31 H

31 December

2016

2016

12A31H

Notes HK$'000
P=E BT T
(Unaudited)

(REEER)

Current liabilities

Trade and other payables

Receipts in advance

Tax payable

Amounts due to related companies
Amount due to non-controlling interest
Amount due to a joint venture

REBAE

B 5 REAMEN TR
TEURIE

FER IR

FE < BE RS 12 B 30R

FE A5 IR A b 2 5O
e —Fa B RENKE

14 41,100
17,754

9,353

17

26

67,773

136,023

162,102

357,393

15 6,489
353,151

359,640
(2,247)

Net current assets RENEEFE

Total assets less current liabilities BEERARBEE

Capital and reserves EAXR#E

Share capital [N

Reserves &

Equity attributable to owners of KATEBAELERS
the Company

Non-controlling interests R

Total equity ESAE

357,393

30 June
2016
20164
6 H30H
HK$'000
BT
(Audited)
(f&E%)

45,582
69,037
7,555
402

3,918
126,494
162,126

332,310

6,309
327,718

334,027
(1,717)

332,310
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Consolidated Statement of Changes in Equity
GARERBE

For the six months ended 31 December 2016 % 2016 4 12 A 31 B 1L/~ fE A

Attributable to owners of the Company

RAAGEE AER
Share Non-
Share Share option Other  Exchange ~ Warrants  Accumulated controlling
capital  premium reserve reserve reserve reserve losses  Sub-total interests Total

RRREE
RE  ROEE BRERE HoRE  EXEE HE  ZiEE Nih SRR @it
HK$'000  HK$'000  HK$000 ~ HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETT  RETr BT BBTn A%t A%Tr  B%Tr  BETr  A%Tr  B%Trn
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REghk) (REzR) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER)

(Note)
(k3]
1July 2015 (Audited) 201547 B 1A
(&%) 6,040 479313 - 10 @1 495 (128647) 357,090 10652 367,842

Profit (oss) for the period #1737 (518) - - - - - - 8,025 8,025 (2,848) 5177
Exchange difference BERNEBEED

arising on translating EREE

foreign operations - - - - 945 - - 945 - 945
Total comprehensive BR2AMA (%)

income (expense) o

for the period - - - - 945 - 8,025 8,970 (2,848) 6,122
Acquisition of addition U EE—FEH B AR

interestin asubsidiary  3EMER - - - - - - - - (1,008)  (1,008)
Recognition of equity- RINEREEN

settled share-based Rin REREEHR

payments - - 25,272 - - - - 25,272 - 25,272
Transfer upon share BB LA ER

options lapsed - - (25,272) - - - 25,272 - - -
Issue of shares upon TR EE A

exercise of warrants B 269 25,040 - - - (200) - 25,109 - 25,109
At 31 December 2015 2015512 A31H

(Unaudited) (REER) 6,309 504,353 - 10 924 295 (95,350) 416,541 6,796 423,337

08 Pegasus Entertainment Holdings Limited ~ Interim Report 2016/17



Consolidated Statement of Changes in Equity

HE N /g
25k
\\/\|:|

K

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

Attributable to owners of the Company

ROTHA B

Share
Share Share option Other
capital  premium reserve reserve
Rx  RRE BRERE HtRk
HK$'000 HK$'000 HK$'000 HK$'000
AT BRIz BETr  BETn
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEBH) (RE8R) (REBHK) (REBEH)
(Note)
(W)
At 1)uly 2016 (Audited) 02016 %F7 A1H
(&&7) 6309 504353
Profit loss) for the period ~ E&F (B5iE)
Share of exchange difference fE/5 411 3)
of an associate EXZER
Share of exchange difference fE(F A4 (%
of ajoint venture BREE

Exchange difference arising 48/ £ BE 4
on translating foreign ERES
operations

Total comprehensive income HAZERA (Fix)
(expense) for the period ~ £838

K

FeX!

Issue of shares upon exercise 7\71EAIER &
of warrants B
Transfer upon warrants AR B AR B

expired

At 31 December 2016
(Unaudited)

R2016E12A318
(REEH)

nL

6,489 521,046

Note: Other reserve represents the difference between the aggregate nominal value of the
respective share capital of the companies now comprising the subsidiaries of the
Company over the nominal value of the shares of the Company issued pursuant to
the group reorganisation completed on 5 October 2012 to rationalise the structure
of the Group in preparation for the listing of the Company’s shares on the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) (the “Listing”).

Non-
controlling
interests

Exchange ~ Warrants Accumulated

reserve reserve losses  Sub-total Total

AR
e
HK$'000
BT
(Unaudited)
(REEER)

ER il
HK$'000
BT
(Unaudited)
(REER)

i ER
HK$'000
BT
(Unaudited)
(REER)

Nt
HK$'000
BRI

(Unaudited)

(REER)

FERER
HK$'000
BT

(Unaudited)

(REER)

@zt
HK$'000
EBTT

(Unaudited)
(REEEH)

(175.966) 334,027 (1.717) 332310

7,063 7,063 (530) 6,533

90 90

45 45

(168,741)

= 359,640 (2.247) 357,393

Miet : HiEFEEEREASEASERARARNDNESHAERS
FramRAE ([BRAT)) I ZMR B ([ £ ) fi AR 28 4
MR2012F 10 ASBEREBER REAXARARSHER

AMAREERAEEERAARCHETROEERNZMR

SR LI BIR AR ~ 2016/17 hERSR & 09



Condensed Consolidated Statement of Cash Flows

BAGEE TS

For the six months ended 31 December 2016 &% 2

=i

016 12 A31BHIENEA

Net cash used in operating activities
Net cash used in investing activities
Net cash from financing activities

S D B s
REZSMARSFR
BMEEBMSREFE

Net decrease in cash and cash equivalents
Effect of foreign exchange rate changes
Cash and cash equivalents at 1 July

ﬁ%&ﬁAgﬁ%W9§$
TE R g B S 2

%7ﬂ15%ﬁ%&ﬁ$%%%

Cash and cash equivalents at 31 December

R12A31 BRSNS EEY

Cash and cash equivalents represented by:
Bank balances and cash

B4 RESSENE
FITEBRAS

10 Pegasus Entertainment Holdings Limited ~
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Six months ended 31 December
BZ12831HLEAEA

2016

2016
HK$'000
BET T
(Unaudited)
(REER)

(5.636)
(20,190)
16,740

(9.086)
2,369
72,177

65,460

65,460

2015
20154
HK$°000
BETT
(Unaudited)
(REER)

(11,437)
(25,011)
35,920

(528)
(2,957)
81,750

78,265

78,265



Notes to the Interim Financial Statements

R B 5 SRR M R

For the six months ended 31 December 2016 £ Z 20164 12 A 31 H1L7<8A

General information

The Company is a limited liability company incorporated in the
Cayman Islands on 8 March 2012. The Company'’s registered office is
located at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands and its principal place of business
is located at Rooms 1801-2, Westlands Centre, 20 Westlands Road,
Quarry Bay, Hong Kong. Its immediate and ultimate holding company
is Honour Grace Limited (“Honour Grace”), a company incorporated
in the British Virgin Islands.

The Company is an investment holding company. The Group is
principally engaged in film and television (“TV") series production,
distribution and licensing of film rights, film exhibition, post-
production, as well as advertising, marketing and publication.

Basis of preparation

The unaudited consolidated financial statements for the six months
ended 31 December 2016 (the “Interim Financial Statements”)
have been prepared in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA") and with
the applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

The Interim Financial Statements have been prepared under the
historical cost basis. The principal accounting policies used in the
preparation of the Interim Financial Statements are consistent with
those used in the annual consolidated financial statements for the
year ended 30 June 2016.

The HKICPA has issued a number of new and revised Hong Kong
Financial Reporting Standards. For those which are effective for
accounting period beginning on 1 July 2016, the application has no
material impact on the reported results and the financial position of
the Group for the current and/or prior accounting periods. For those
which are not yet effective, the Group is in the process of assessing
their impact on the Group’s results and financial position.

The Interim Financial Statements are presented in Hong Kong dollars
("HK$"), which is the Company’s functional and presentation
currency.

—REH

ARARAB—RN2012F3 AsHEHEHSEM
B BB BRAF o ANA AP EE LR
Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands + H &
DEEMB N B BRI EORERIE 205 ER O
18012 % « HAERGRIERATAKBEARE
AIT8R]D  BA—RXREBREZHS MK LH

NS

ARBAR/—FREERRR - AEFTENESE
FLEG([BR])BIEUE  BTRRLEFHT
RERFA BB RBEEARES ™
15 ¥ JEE M iR 3675 o

WA

HZE2016%12 A31 BIEANEAARKEEZGEEY
A ((HHMBRERD) DRESSSHMAE
((BERSTMAY ) BHNE BT ERE34
5% [P AR AR | REE R AT A EmR AT £
TRA ) M+ R EREER TR

PRI IR IRE SR A EERE - RERTH
MBHEARANEESTHREHE 201656
A30R L FENFEEAMBERERMERE K -

BRI ARG RMZIEN T REETEEN
EIREAER - AN 20167 A1 BRABZ E:T
HAR A RV AT M RT BB B 15 o 2R R R
SENAR,/REMSTHRENE RREE LY
R EEBRTE B RERNIET R
AIEEMBREEAMS AEEREFGHES
REBEARMEHARNZE -

THIMBHRRUARNRARNINER 2N EE B
(B =25 -
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Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

3.

12

Revenue W 2=
Six months ended 31 December
BZ12831H1LEXEA
2016 2015
2016 2015 4F
HK$°000 HK$'000
BT T BT T
(Unaudited) (Unaudited)
(REEEZ) (REEFEZ)
Film production, distribution and BRRUE - BT REITREEA
licensing income BN 57,051 235,048
Film exhibition income BRI 66,570 66,724
Post-production income B HERBUERA 797 988
Advertising, marketing and publication income &4 - MiSHE & H R A 2,514 4,203
Advertising income BEEWA = 2,418
Services income RRIFUA 4,651 -
131,583 309,381

Segment information

The Group identifies operating segments on basis of internal reports
about components of the Group that are regularly reviewed by the
directors of the Company (the “Directors”), the chief operating
decision makers (“CODM") in order to allocate resources to the
segments and to assess their performance.

For the six months ended 31 December 2016, the Group is organised
into four main reportable segments as follows:

(i) Film and TV series production and distribution;

(i) Film exhibition;

(i) Post-production; and

(iv)  Advertising, marketing and publication.

Segment profit (loss) represent the profit earned or loss incurred by
each segment without allocation of certain of other income, selling
and distribution expenses, administrative expenses, finance costs and
share of results of associates. This is the measure reported to the

CODM for the purposes of resource allocation and performance
assessment.

Pegasus Entertainment Holdings Limited ~ Interim Report 2016/17

AEECIRBABAKE TR AP A AR &
ERENH  RERENHBARAER(E
B F2EERRE((XEEERREDEY
EH > AESEDMBERMFHERR

HZE2016F 12 A31HIEAEA - AEED AN
THEEZAT2®HE6

(y BENERBIRIERRET:

(i)  EFHRER

(iiy  1BHARME: K

(v) EE- mGHEERTHR-

D Ebm F) (E518) 485 2 BF Fr R BN A0 & F S E £ 1Y
BE TESRETHEMKA  HE REITH
T THRFAY - MEKAREER AN R EE -

WTHERDERKRBFERNEIELERKEE
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Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

Segment information (Continued) 4. DEFEFR(E)

Segment revenue and results D EBU S R A

The following is an analysis of the Group’s revenue and results by T AREEIZA 2®MREE D HE D 2 W &
reportable and operating segment. EEDM -

For the six months ended 31 December 2016: HZE2016F 12 A31HIEAEA -

Film and
TV series Advertising,
production marketing
and Film Post- and
distribution exhibition production publication
BER
ERAE BE w5
BER BT B BERE EERHR BE
HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000
BT T BT BT T BT T BT T
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RRBREK) (REER) (REBER) CRKEK) (REER)

Segment revenue — A Eb R —

External customers SNERE P 61,702 66,570 797 2,514 131,583
Segment profit (loss) D EREFI (E518) 24,912 (7.434) (1,679) (707) 15,092
Unallocated other income 7R 5 At B9 E b UL A 184
Unallocated head office RO ELA 4RI &

and corporate expenses EMY (7,113)
Share of results of i N

associates (1,102)
Profit before tax B 5 AT 7,061

REFECERER AT ~ 2016/17 FHATR S 13



Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

4,

14

Segment information (Continued)

Segment revenue and results (Continued)

For the six months ended 31 December 2015:

4. DEER (E)
2B 1 3% 2 34K (1)

HZE2015%F 12 A31HIEAEA

Film and

TV series Advertising,

production marketing

and Film Post- and
distribution exhibition production publication Total

BEXRERE BE - mint
BUE N BETT BRI 1& HAZLE J& K Hi hiw wEt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
CREgEZ)  CGREER) GREER) REEZR)  CGREER)

Segment revenue — DEfUkEE —

External customers NI 237,466 66,724 988 4,203 309,381
Segment profit (loss) 7 8bm Al (E18) 69,326 (11,611) (2,016) (8,501) 47,198
Unallocated other income k% fit 9 E A U A 859
Unallocated head office ROBLHARES &

and corporate expenses TEMRAS (33,447)
Finance costs BE A (139)
Share of results of i NI

associates 887
Profit before tax B 5 Bz 15,358

Pegasus Entertainment Holdings Limited ~ Interim Report 2016/17



Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

Segment information (Continued) 4. oDEEFR (&)

Geographical information EE R

An analysis of the Group’s revenue from external customers by AR B3R 5 NI R P A M ek i U R AT TR 3D 18 T 35
geographical market based on where the revenue is derived from are oMo

as below:

Six months ended 31 December
BZ12HA3181LA~EA
2016 2015
2016 F 20154
HK$'000 HK$'000
BT T BT
(Unaudited) (Unaudited)
(REEER) (REEZ)

Hong Kong and Macau B KR 82,562 79,716
The People’s Republic of China (the “PRC") FREEARLAME (THE]) 42,838 189,340
South East Asia region oo i@ 3,080 9,474

Others H bz 3,103 30,851

131,583 309,381

Finance costs 5. EERAK

Six months ended 31 December
BZ12A310LLXEA
2016 2015
2016 2015 4F
HK$'000 HK$'000
BT T BT
(Unaudited) (Unaudited)
(REER) (REEEIZ)

RSN

AR A FABBERZRITEE

Interest on bank borrowings wholly repayable

within five years EEFE 64
Interest on bank overdrafts IRITBEXEENFE 75
139

REFECERER AT ~ 2016/17 FHATR S 15



Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

6. Income tax expense 6. FIBHAX

Six months ended 31 December
BZ12H31H1LA<EA
2016 2015
2016 F 20154
HK$'000 HK$'000
BT T BT
(Unaudited) (Unaudited)
(REEER) (REEZ)

The income tax expense comprises: PRSI 81
Hong Kong Profits Tax EBMEH

— current — BNHA 8,546
PRC Enterprise Income Tax (“EIT") PR ERTISHE ([ EMER ]

— current — BNER -
Deferred taxation IR TE 1,635

10,181

Hong Kong Profits Tax is calculated at 16.5% of the estimated EREFERIZEE 20159 22016512 A31H
assessable profit for the six months ended 31 December 2015 and 1E7NE A B s E R RS P T R 16 5% 1 E -
2016.
Under the Law of the PRC on EIT (the “EIT Law"”) and REF B RERET = ([RERBBRE] R
Implementation Regulation of the EIT Law, the tax rate of the PRC FRSBUEE IR - R EIME 251 E 2008 4F 1 A
subsidiaries are 25% from 1 January 2008 onwards. 1 BRRTER25% ©
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7. Profit for the period

Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

7. HREF

Six months ended 31 December
BZ12A318LAEA
2016 2015
2016 20154
HK$'000 HK$'000
BT T BETT
(Unaudited) (Unaudited)
(RBER) (REEEZ)

Profit for the period has been arrived at
after charging:

Directors’ emoluments

Other staff costs

Retirement benefit scheme contributions,
excluding those of Directors

HREN TSI A T B IRRFTE

Total staff costs

Depreciation of property, plant and equipment
Amortisation of intangible assets
Cost of film rights recognised as an expense
Cost of services provided
Cost of inventories sold
Minimum lease payments under operating
leases in respect of:
Premises
Cinema
Contingent rents incurred for cinema
Share-based payment expense

and after crediting:

Bank interest income

Handling service income (included in
other income)

EEL 3,355 8,304
EH 8 TR A 9,785 11,040
RIREFIFT SR - TRIEFEFMHK

445 450
B TR AR#E%E 13,585 19,794
E - BENMERETE 3,853 3,813
A E - 5,577
R AT ERRER AR 33,549 148,659
RS 29,346 34,385
HEFERA 1,067 1,204

TR EHERTHREEENNK :

ES 1,899 2,069
ES- 30,266 28,545
BEEENSATS 670 750

LA BER 23X - 25,272

WE AT B -
RATHIBIA
IR RRIUA (5 AR IA)

859

1,070
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Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

8. Earnings per share 8. BREAR
The calculation of the basic and diluted earnings per share KA REB NE(R TR EAR K EE 2R TR 15 A
attributable to owners of the Company is based on the following TeEstE -
data:
Six months ended 31 December
BZE12A318LXEA
2016 2015
2016 20154
HK$000 HK$'000
BET T BT
(Unaudited) (Unaudited)
(REER) (REEEIZ)
Earnings BF
Profit for the period attributable to owners of 5t &E &A% E A K 858 2 F| By A &)
the Company for the purpose of basic and WA A BN T
diluted earnings per share 8,025
Six months ended 31 December
BZE12A31H1LX<EA
2016 2015
2016 20154
HK$°000 HK$°000
BET T BETT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Number of shares BHEE

Weighted average number of ordinary shares for

the purpose of basic earnings per share
Effect of dilutive ordinary shares arising from
issue of warrants

Qe L3 ILO S T
FHBH

SESSEEY ELBE ey
wape

2,540,992,068 2,462,834,063

41,260,047 128,962,910

Weighted average number of ordinary shares for

the purpose of diluted earnings per share

SRS AT AR
FRBB

2,582,252,115

2,591,796,973

9. Dividends

9. KA

BFESTEHRMNEZE 2016512 A31 B 1L/ E
R H{Em R EARE S (20154612 A31 8 - &) o

The Board does not recommend the payment of any interim dividend
for the six months ended 31 December 2016 (31 December 2015:
Nil).
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10. Interests in associates

Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

10. REEZE R RESR

31 December 30 June

2016 2016

2016 2016 F

12H31H 6 H30H

HK$'000 HK$'000

BT T BT T

(Unaudited) (Audited)

(RBER) (&%)

Cost of unlisted investments in associates RIE L= A R RIRE KA 74,000 54,000

Share of post-acquisition loss and EEWEEEEREMEEMMAY

other comprehensive expense (1,125) (113)

72,875 53,887
Interests in associates represent the Group's equity interests in the REMEAANRINERERNEERNTEATERTH

companies principally engaged in comic publication and film

production businesses in Hong Kong and the PRC.

11. Interest in a joint venture

11. R—EeELENER

31 December
2016

2016
12A31H
HK$'000
BET T
(Unaudited)

(REER)

Cost of unlisted investment in a joint venture
Share of post-acquisition profit (loss) and
other comprehensive income (expense)

S—FEFEEMAEREMRERRK
G BRER (BR) REA

52,079

ZEHA () 3,567

55,646

Interest in a joint venture represents the Group’s equity interests in A—
the film production namely “Bounty Hunters” (&8 A ).

(E2BAONEZEUENER -

BMEELERNESEAREN—

RF2EHTREZREXBHN QAN -

30 June
2016
201645
6308
HK$'000
BT
(Audited)
(f&#EZ)

52,079

(4,575)
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Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

12. Trade and other receivables

20

The aged analysis of the Group's trade receivables, net of allowance
for doubtful debts, based on the invoice date, which approximates
the respective revenue recognition dates at the end of the reporting
period is as follows:

12.

B 5 K E bR

RB|EHR - AEEE ZREFRE (KR RER
B RBEFAH(RBRE A2 RaEER A H)

HRRER DT ¢

31 December

2016
2016 F
12A31H
HK$°000
BT T
(Unaudited)
(REEER)
Trade receivables: H 5 EYGRIE
0-30 days 0%x30H
31-60 days 31£260H 9
61-90 days 61290H 32
91-180 days 91£180H
181-365 days 181&365H 3
Over 365 days iHBi®365H 10
9,069
Other receivables, deposits and prepayments EEWRIE - e MTER RIE 18,276
Other deposits and prepayments for Bl EBH Hige RIaNFIE

cinema operation

874

Generally, with the exception of post-production and advertising,
marketing and publication customers, who are generally granted
credit period ranging from 30 to 60 days and 90 to 120 days
respectively, no credit period is granted to the Group's customers.
Distribution and licensing fee from distributors in Hong Kong, the
PRC and overseas countries are normally settled upon delivery of film
negatives to them. On a case-by-case basis, one to two months of
credit period may be granted to its customers with good repayment
history.
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MEHEERES THERRD
RIERNF30E60HF0E120H

30 June
2016
20164
6 H30H
HK$'000
BT
(Audited)
(F&EZ)

29,343
5,707

666

35,716

REP—&RD
H{EEHISN -

AEE-RYB|BREZSFEHEIAEED - BYK

B PERBINBEIREITEHAE
RAATEABERARERNEY
o AEENREREEANABR
EPRE—EZMEANEER -

1T RBEITHERE
SEMIE A R4S
SRERERE =430



13.

14.

Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

Pledged bank deposits

At 31 December 2016, the amounts represent bank deposits of
approximately HK$31,211,000 (30 June 2016: HK$31,165,000) in
which an amount of HK$30,553,000 (30 June 2016: HK$30,507,000)
pledged to a bank to secure short-term banking facilities granted to
the Group and the remaining amount of HK$658,000 (30 June 2016:
HK$658,000) pledged to a bank to secure for the 4Dx’s equipment
rental fees payable to a supplier of 4Dx equipment for the Group's
operation in the cinema in accordance with the 4Dx Equipment
Rental Agreement dated on 20 August 2014. The bank deposits are
carried interests at a fixed rate of 0.12%-0.40% (30 June 2016:
0.10%-0.30%) per annum and they will be matured between 5
January 2017 and 12 January 2017 (30 June 2016: 5 July 2016).

Trade and other payables

13. EEBBITER

M2016F 12 4318 + ZFIBIERITF LB
31,211,0007C(20164E6 A30H : 7#5%£31,165,0007T) -
H % %30,553,0007C (201656 A30H = & #
30,507,0007T) AR — AR T A ERE T AEE
R HAIRTT RS - M ERRE B K5 658,000 T (201656
A30H : % 658,0007T) Al AR — IR THEIRLAYE
RILFERIR IR B HI A 20148 A 20 B A 4Dx 3R B
B 1ipag R AN SR B IR (AN B o i B ) ADX R AR T FE
MR R ADRBEHEE - Z2ERITFRIZEE
FRER0.12% £ 0.40% (2016 F6 A30H : 0.10% =
030%)5t2 - Wi R 20171 ASEE 201751 A
12 HEAERIEA(2016 46 A30H : 20165F7 A5H) °

14. EZRHEMERNKIE

Trade payables B RN IE
Other payables and accruals

Deposits received Bz e

Hip e 3E Mgt B A

31 December 30 June
2016 2016

2016 £F 2016 4F
12A31H 6 H30H
HK$'000 HK$'000
BET T BT
(Unaudited) (Audited)
(REER) (fEE%)
15,633 19,496
24,311 24,424
1,156 1,662
41,100 45,582

The average credit period on purchases of goods is 60 to 90 days. As
at 30 June 2016 and 31 December 2016, the aged of trade payables
were fall within 60 days. The aging analysis of trade payables
presented is based on the invoice date at the end of the reporting
period.

REEMHNFEHEEHA0E90H - R2016F
6 308 % 201612 A318 » EZENFHIED
FRERIIN 60 AN » MEREHIR - B S EMARIER
BRER DT DERBEZREZEY -
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Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

15. Share capital 15. |4
Number of shares Share capital
ROEE &S
Note HK$'000
FiaE BB T
Ordinary shares of HK$0.0025 each: SR E{EE%£0.0025 THZER :
Authorised: ETE
At 1 July 2016 (Audited) and R2016F7 A 18 (F&EFZ) K&
31 December 2016 (Unaudited) 20166 12 A31 B (REEEX) 32,000,000,000 80,000
Issued and fully paid: BEITREE :
At 1 July 2016 (Audited) 201647 A1 B (K#E%) 2,523,768,239 6,309
Issue of shares upon exercise of warrants 1T R IEZ BTN (a) 71,845,494 180
At 31 December 2016 (Unaudited) 2016412 A 31 B CREER) 2,595,613,733 6,489
Note: B 5E
(a) During the six months ended 31 December 2016, register holders of (@ BZE2016512 A31 B IE/NE A + 71,845,494 15 32 /%

22

71,845,494 warrants exercised their rights to subscribe for 71,845,494
ordinary shares of the Company at HK$0.233 per share. At 31 December
2016, the Company had no outstanding warrants as all warrants have not
been exercised were expired on 11 December 2016.

Pegasus Entertainment Holdings Limited ~ Interim Report 2016/17

EEMERIEATTERSNES - LERE0.233
TUiRHE 71,845,494 RAA R B iBAR - BRRAFTE RETT
FHRBEZEDR2016FE12A1B R B R
2016 12 A 31 BAR R E M AR TE A RIS



Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

16. Share-based payment transactions

Share option scheme

The Company'’s share option scheme (the “Scheme”), was approved
and adopted by the sole shareholder on 5 October 2012 for the
primary purpose to grant options to eligible persons as incentives or
rewards for their contribution to the Group.

Under the Scheme, the Board may, at its discretion, grant options
pursuant to the Scheme to the Directors (including executive
directors, non-executive directors and independent non-executive
directors), employees, advisors and consultants of the Company
and its subsidiaries who the Board considers, in its absolute
discretion, have contributed or will contribute to the Group (the
"Participants”).

The total numbers of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of the
shares of the Company in issue at any point in time, without prior
approval from the Company’s shareholders. The number of shares
issued and to be issued in respect of which options granted and may
be granted to any individual in any one year is not permitted to
exceed 1% of the shares of the Company in issue at any point in
time, without prior approval from the Company’s shareholders.

The Scheme shall be valid and effective for a period of 10 years
commencing on 5 October 2012. Options granted during the life of
the Scheme shall continue to be exercisable in accordance with their
terms of grant. The exercise price is determined by the Directors, and
will not be less than the highest of (i) the closing price of the shares
as stated in the daily quotation sheets issued by the Stock Exchange
on the date of grant, which must be a trading day; (i) the average
closing price of the shares as stated in the daily quotation sheets
issued by the Stock Exchange for the five trading days immediately
preceding the date of grant; and (iii) the nominal value of the
Company’s shares. Upon acceptance of the option, the Participants
shall pay HK$1.00 to the Company by way of consideration for the
grant. The option will be offered for acceptance for a period of 28
days from the date of grant.

As at 30 June 2016 and 31 December 2016, there was no share
options granted under the Scheme by the Company.

16.

RGO HBERNRHIRES
BB

Apm]e BB 8 (e 81) 20124 10 A
SHEM —RRIENRS T2ENAMAE
BALTROBEE  (FRESHAKEELER
#2235 o

Rzt 8IT  EFEABBEREZTERNE 2R
RRHAREC LI EHERMNA QR RE
MEARMNES(BRATES  FRTEFR
BIUFNTESR)  ER BRKFEFAIALTZ
BE|)ROERE -

EHARRRRREAILENBERT - RIEZ
T AR H BB RS RV BT IS BB AR
RAIEREETRHE10%  EHERDARE
FEMENERT - WMER—FEEmEMAL
RO RAIgERHMBREM S RN BT RET
BTN B E MEBEAARIERDETRN
H1%

ZAtEE2012F 10 A BB TFRER > Z
AT 81 BRI /O B AR AR R 5 L (R T A A
FLAITE - (TEERESEE - BTA2ERIAT
—EWEeE  (VAREEBHWEARSH)
RETEHHT ARERAIRBEODWRTE : ()28
BRHABMAMAR S BB MEmHTERER
FIRIR ) FHWHE » RGN R BRMDEE -
REMBERER  2REBERARZNEE
1.007C - tEAEREBRENRE - BIRENENR
HAEET BER28H -

20166 4308 K20165F 124318 AR
AR AR AR S B 1 o PR AR -

REFECERER AT ~ 2016/17 FHATR S 23



Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

17. Related party transactions

24

During the periods, the Group entered into the following significant

transactions with related parties:

17. BB S

2016 2015

2016 ¢ 20154

HK$°000 HK$'000

BET T BT T

Name of related parties Notes Nature of transaction (Unaudited) (Unaudited)

bt Mzt RXBMHE (REER) (REgEZ)

PM Motion Pictures Limited (“PM Motion") (a)  Service income 106 31
PM Motion Pictures Limited ([ PM Motion ) ARAEUA

Pegasus Laboratory (International) Limited (b)  Film processing services fee 10 -

("Pegasus Laboratory”)
REHEN(BIE) BRAE ([ REHEDD BRIEMA RIS B

Pure Project Limited (“Pure Project”) (©)  Rental expense 660
ERERAT([ER]) HeMX

Bounty Productions Limited (“BPL") (d)  Production and distribution -

EeREERAR(EE])

services income

BUE R BEITIRIEYA

BN ARBEREBAFILATEARS

Six months ended 31 December

BZ12A318L~EA

(a) The service income was received from PM Motion for the Group's provision
of film distribution services. This company is beneficially owned by Mr. Wong
Pak Ming (“Mr. Wong"), the executive Director.

(b) The film processing services fee was paid to Pegasus Laboratory. This
company is beneficially owned by Mr. Wong.

(@] The rental expense was paid to Pure Project for the office premise leased by
the Group. Mr. Wong has controlling interests in this company.

(d) The production and distribution services income was received from the joint
venture of the Group, BPL.

Pegasus Entertainment Holdings Limited ~ Interim Report 2016/17

RIS UL TY B A S5 B R 41 B2 87T IR 7% 1 (5] PM
Motion ¢ BR « Lt ARl TE S RAKEE([HE
ENERES -

HLEFIEMPENRISE I FRE R - gt AF
mELEEGES

ZHERXIRAEEHENRAEYEm T
B o BRENILARREAERES

BERBETRBEVATEAEENAGELER SR
HY o



Notes to the Interim Financial Statements

IR RS SRR M R

For the six months ended 31 December 2016 & Z 20164 12 A 31 H 1L/~ E A

18. Operating lease commitments

The Group as lessee

As at 31 December 2016, the Group leased certain of its office
premises and cinemas under operating lease arrangements.

At the end of the reporting period, the Group had committed for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

18. REHEH&KIE

REBEREBEA

R2016F 12 83180 » REBRBEEEHELH
HEEETHAEMENTMR -

RBEMR  AEERBETARBLLHEEANE
HRERERENFHNIBERDT

31 December 30 June

2016 2016

2016 2016 4

12A31H 6 H30H

HK$'000 HK$'000

BET T BT

(Unaudited) (Audited)

(REEFX) (fE&E%)

Within one year —FR 88,553 66,104
In the second to fifth year inclusive F_EZENFN(BEEERSE) 370,471 283,890

Over five years hEE

498,394 290,282

957,418 640,276

Operating lease payments represent rentals payable for the Group’s
office premises and cinemas. Leases are negotiated for terms ranging
from one to fifteen years.

Certain non-cancellable operating leases included in the above are
subject to contingent rent payments, which are charged at
progressive rates from 11% to 38% of the annual gross box-office
takings of the related cinema premise in excess of the base rents as
determined in the respective lease agreements.

REHENFTERARBRAZTNENEZ R
NolE  HELERAINF—E+0F -

EXFME T A RESEHEAT AR
¢ BEASHIEEBEYREMEFRERK
AR % E38% M RE L R HEWIRBLE &M
EfmETMEARES I UE
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Notes to the Interim Financial Statements

B TS R R

For the six months ended 31 December 2016 #Z 20164 12 A 31 H 1L/~ & A

19. Commitments 19. &IE

At the end of the reporting period, the Group had outstanding RIREHRR » ANEE S RBITAENT -
commitments as follows:

31 December 30 June
2016 2016
2016 ¢ 2016 4F
12A31H 6 H30H
HK$°000 HK$'000
BB T T BT
(Unaudited) (Audited)
(RREXR) (&%)
Capital commitments: %“K??KV—*’ :
Capital expenditure in respect of renovations of THBARRER A B RERELBERN

the cinema operation contracted for but not ﬁl% B EERENERREZ
provided in the consolidated financial

statements 15,340
Capital expenditure authorised but EREERTONERRS
not contracted for:
— the cinema operation in the PRC BExbieiE 27,480 25,601
57,068 40,941
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Management Discussion and Analysis

Business Review

The Group is principally engaged in (i) film and TV series production,
distribution and licensing of film rights, (ii) film exhibition, (iii) post-
production, and (iv) advertising, marketing and publication. The Group
produces films and TV series in the Chinese language with Hong Kong and
the PRC as its major markets. The Group also operates both a cinema and a
post-production house in Hong Kong.

Film and TV series production and distribution

During the period under review, film and TV series production and
distribution operations have remained the core business of the Group with
reported revenues of approximately HK$61.7 million, representing a
decrease of 74.0% compared to the corresponding period last year. This
was because even though two films were released during the period under
review, namely “Bounty Hunters” (E€% A) and “S Storm” (SE%), only
the contributions from S Storm” (S/EZ&) was reflected in the revenue
total, while “Bounty Hunters” (£ %% A) was a film jointly produced by the
Group and production companies from Korea and the PRC, its results was
reflected in share of results of a joint venture. During the corresponding
period last year, the Group had released two films, namely “Ip Man 3" (&
f13) and “Wong Ka Yan” (E£ZKfX) of which revenue was mainly
contributed by a large-scale blockbuster “Ip Man 3" (Z3).

“Bounty Hunters” (€8 A) was released in July 2016 and generated
revenue over HK$150.0 million to a joint venture, in return attributed net
profit to the Group of approximately HK$8.1 million during the period
under review. As a result, the profit from this business segment was
decreased from HK$69.3 million during the corresponding period last year
to HK$24.9 million during the period under review.

Currently, the Group has a number of films and TV series in the production
pipeline which are scheduled to be completed and released by the year
ending 30 June 2017. These include: “Dream Has Become A Reality” (1F#
ZERZRE), a general-scale drama film, starring Kevin Cheng (/52 55),
Louis Cheung (3R #£18), Dada Chan (Ff&%) and Stephy Tang (B3fX), and
directed by Teddy Robin (Z=#14&&); and “Tomorrow Is Another Day” (&
1), a general-scale drama film starring Teresa Mo (FE%£%%) and Ray Lui (=
R &), directed by Tai Lee Chan (FRAF), a new director in the industry.

B IR ErTwm AT

£ C)

AEBETERFNEZRERBEE  BOIRREE
FRITREMR - ()RR - (i) R ERUE - K (v)
BE - MSEERLRES - AEBENETERTEAT
EMSREEZEZRERE - AEBETREELE
EXb RRMRERT]

EXRERBRERET

REERHAR EXLRERBERERBETER —ER/A
SEWNZLER  EENKENREKITEET
REFRHPTRTLI0% - ERANEEEQMEHRA L
RTMBEZ(BCE2BA)R(SER))  BERECS
Ry st Al sz F > MCESBA) HAKE
HBEELTREEARBAREN —HER  HXE
AAABE—REEREFRE - REFRY - AREET
MEBEF * DHIRCER) R(ERMR) - EPREEE
RARBBIEBT(EMI) -

(E2BADIN2016F7 A L - BEERETREB
#1500 A BT E - REBEMARAEE TR
MHABEBNBETT - FIt - AEBHERGEN A EF
FHMEEOIHETHEREMARNERK 24908

JC °

BAl  AEEFSHERIELHEFREGE - WEAR
2017F6 A30 B IEFERITEARUE R LR o AR EIE
MEE=E - RERE  RELSEMERARFHEES
BH—RABBEBEEF(RAZERRE) UEHE
RENEBREEBEAMAEATSEBERAFNHEN

—RAEBIBER(FERIE) °
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Management Discussion and Analysis

BEER M DT

In addition, a few more films in the production pipeline are scheduled to be
completed and released during the second half of 2017. These include:
“Made in Kowloon” (JLBET8)), a large-scale action film, starring Max
Zhang (&%) and Anderson Silva, the former UFC middleweight champion,
and directed by Fruit Chan (BR2), who is the director of the award-winning
film — “The Midnight After” (ABRZR - FL ETHARERBL
VAN); and “L Storm” (LIE%), a general-scale action film and sequel to the
Group's previously released films entitled “Z Storm” (Z)#%) and “S Storm”

(SIELF), starring Louis Koo (f7K%%) and Julian Cheung (5R%5 %8).

In recent years, the Group has been seeking new promising directors in
order to mature the new flock of talent and boost the development of
Hong Kong's film industry. Apart from Tai Lee Chan (BAF), Benny Lau (%
{21H), the director of “Wong Ka Yan" (EZfik) was also a fledgling director
who received positive feedback after the release of his film in October
2015.

In addition, the Group has also invested in an international sci-fi movie
entitled — “Inversion” (tentative name) which is slated for worldwide
theatrical distribution. Jack Huston, who starred in movies “Ben-Hur” (Z &)
and “American Hustle” (5%8%1%) as well as Liu Yifei (2]783E), who has
taken many starring roles in movies such as “Never Gone” (H&%& @ Rk
{RiB7E15412) and the series of “The Four” (I A#£¥8) are part of the main
cast. As additional time was needed for preparation and preliminary
photography work, the shooting schedule has been further delayed. The
filming and worldwide theatrical distribution tentatively scheduled to take
place in mid of 2017 and 2018 respectively. With an outstanding pre-sale
performance track record, the Group expects that the film will be another
bit hit upon its release.

In the future, the Group will continue to identify quality investment
opportunities in film and TV series projects worldwide, not only to
strengthen the Group's revenue base, but also to enrich its knowledge and
experience for entering the global market. The Group will also make use of
the 3-year strategic cooperation framework with ZER ¥ % (XZ) R A &
(in English, for identification purpose only, Huace Pictures (Tianjin) Co., Ltd.)
since June 2016 to strengthen the Group’s capabilities in and further
penetrate into the PRC film market.

As disclosed in the prospectus of the Company dated 9 October 2012 (the
"Prospectus”) and the reports published in previous financial years, various
factors such as number of films distributed by the Group, the scale,
schedule of film release and the result of a film could have significant
impact on the Group’s results. Taking all these factors into consideration,
the Group's interim financial results may not be indicative of the Group’s
financial results of a full year and the Group’s financial performance would
fluctuate from period to period.
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Management Discussion and Analysis

Film exhibition

In terms of film exhibition operations, the Group’s flagship cinema complex
— Cinema City Langham Place, which is situated in a prime location of
Mongkok, has to date maintained its number one ranking in terms of box
office receipts among all cinemas in Hong Kong during the period under
review. Cinema City Langham Place recorded growth in both the number
of admissions and total box office receipts, outperforming the overall
market even the Hong Kong box office receipts posted a slight decline of
2.0% in 2016 to approximately HK$1.95 billion.

As the only theatre in Hong Kong equipped with “4Dx"” exclusive viewing
technology, which provides an advanced, sophisticated cinematic
experience for audiences, Cinema City Langham Place has been ranked at
the top of the list among all cinemas in Hong Kong. According to the
statistics from Hong Kong Box Office Limited, the cinema took in over
HK$123.0 million in box office receipts in 2016, an increase of 5.3%
compared with 2015, maintaining its primary position as the largest box
office receipts cinema in Hong Kong.

Cinema City Langham Place was another key revenue driver for the Group.
During the period under review, revenue from film exhibition amounted to
approximately HK$66.6 million, while loss of this business segment
narrowed significantly from HK$11.6 million during the corresponding
period last year to approximately HK$7.4 million this year. The Group is
confident that the performance of film exhibition will be further improved
going forward.

As for the Group's first cinema in the PRC located in “Vivo City” (1823#),
a new large-scale retail complex in the Central Business District (CBD) of
southwest Shanghai, renovation work has already started and the cinema is
expected to begin operations in the third quarter of 2017. With the steady
growth of box office receipts and a rise in the number of admissions, the
Group is optimistic about prospects for the film exhibition business and will
continue to explore all viable opportunities in the PRC for film exhibition
business expansion.

Post-production

Post-production plays an important role for the Group in the overall
integrated film production process. In spite of a loss of HK$1.7 million
recorded during the period under review, the Group will maintain its small-
scale operations to provide post-production services for external customers,
which will help strengthen the Group’s overall profitability, and more
importantly, benefit the Group’s film production business in terms of
efficiency and cost control.
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BEER M DT

Advertising, marketing and publication

During the period under review, the film advertising and marketing business
has not only contributed positive results to the Group but also allowed the
Group to benefit from the sophisticated advertising and promotion
strategies as well as cost reduction. As for the publication business, in view
of the unsatisfactory performance of the Group’s monthly luxury lifestyle
H ), the Group has ceased
publication of this magazine in August 2016 in order to save cost and
release the Group from making further investment in this business segment.
Having taken this important step, the loss of this business segment
narrowed substantially from HK$8.5 million during the corresponding
period last year to approximately HK$0.7 million this year.

magazine — “Platinum of UnionPay" (4R B

The Group is now in the process of reviewing the overall structure and
strategies of its print and digital media publication business, including using
the Group's publication platform for promotion events and joint film
marketing campaigns and thereby creating a synergy effect from the
Group's publication business and film production, distribution, advertising
and marketing businesses. The Group believes that the reorientation of the
print and digital media publication business will help further strengthen its
core business development, which forms an important part of the Group’s
film production value chain.

Outlook

According to the State Administration of Press, Publication, Radio, Film and
Television (B X ¥ B H ki & E 42 /3), in 2016, the PRC total box office
receipts grossed approximately RMB45.7 billion, representing a year-on-
year growth of approximately 3.7%. The number of new cinemas and
screens were 1,612 and 9,552 respectively, and the total number of
admissions reached 1.37 billion, representing a year-on-year growth of
approximately 8.9%. The PRC now leads the world with a total of 41,179
film screens.

Although industry growth in 2016 was not as impressive as in previous
years, the Group believes that this is considered just a healthy adjustment,
and the industry is still on the right developmental track for continuous
growth.

On-going favourable policies were issued by the PRC government. For
example, in November 2016, the Film Industry Promotion Law of the PRC
(FFEEFEE(LER) was adopted at the Standing Committee of the
Twelfth Nat|onal People’s Congress of the PRC (FRIE+ZEZBARK
FAREHEKZLE D) for the purposes of promoting investment in film
production and encouraging the long-term development of the film
industry. The above mentioned law will come into force on 1 March 2017.
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Management Discussion and Analysis

In Hong Kong, the government also clearly stated its desire to continue
promoting the development of the film industry, especially with respect to
production expansion, elite talent cultivation, Hong Kong film brands
promotion and other aspects. The Hong Kong Government’s 2016 Policy
Address mentions that it will encourage greater production of local films
and the development of Hong Kong film brands as well as consider
including cinemas in property development projects as a condition for
government land leases. In June 2016, the government injected an
additional HK$20.0 million into the Film Development Fund (E ¥ & EH %)
to enhance the subsidies for expenses incurred by locally produced
Cantonese films slated for distribution and publicity in the PRC.

With the support of recently launched governmental policies, the Group
remains optimistic about the future prospect for the industry. Looking
forward, the Group will continue to strategically focus on its core businesses
to strengthen the integration of its film production value chain and
effectively utilise its available resources to capture business opportunities
within the PRC film industry, in order to maximise the Group’s value and
returns to the shareholders of the Company.

Financial Review
Revenue and Gross profit

Revenue and gross profit of the Group were approximately HK$131.6
million and HK$67.6 million respectively for the six months ended 31
December 2016, representing decreases of approximately HK$177.8 million
or 57.5% and HK$57.5 million or 46.0% respectively compared to the
corresponding period last year. This was mainly due to the fact that the film
released during the period under review namely “S Storm” (SJ/& % ) was of
general-scale, whilst during the corresponding period last year, the Group
had released two films of which one was a large-scale film namely “Ip Man
3" (¥ 3). This large-scale film alone accounted for approximately 71.9%
of the total revenue for the corresponding period last year. The overall gross
profit margin for the six months ended 31 December 2016 was
approximately 51.4%, which showed a significant increase from that of
approximately 40.4% for the corresponding period last year. This was
mainly due to the Group production of general-scale film during the period
under review as opposed to a large-scale film. Due to the relatively large
costs involved, large-scale production inherently has a lower gross profit
margin. In addition, the gross profit margin for the film exhibition was
approximately 57.5% for the period under review, representing an increase
of approximately 3.5 percentage points compared to the corresponding
period last year.
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Other income

Other income was approximately HK$3.7 million for the six months ended
31 December 2016, representing an increase of approximately HK$1.5
million or 68.7% compared to the corresponding period last year. This was
mainly due to the investment income from investments in film/drama
production of certain PRC film and TV animations programme distributed
by independent PRC production houses of approximately HK$1.0 million
recorded for the period under review, whilst no such income was
recognised in the corresponding period last year.

Selling and distribution expenses

Selling and distribution expenses decreased by approximately HK$1.2
million or 2.5% from approximately HK$49.2 million for the six months
ended 31 December 2015 to approximately HK$48.0 million for the six
months ended 31 December 2016. This was mainly due to additional costs
of approximately HK$3.9 million on advertising and promotion events were
incurred relating to the release of the large-scale film in the corresponding
period last year, whilst no such costs were recorded for the period under
review as the film released was of general-scale, outweighed the increase in
the rental related expenses of the cinema operation of approximately
HK$2.7 million during the period under review.

Administrative expenses

Administrative expenses decreased by approximately HK$37.2 million or
64.3% from approximately HK$57.8 million for the six months ended 31
December 2015 to approximately HK$20.6 million for the six months ended
31 December 2016. This was mainly due to (i) the grant of share options by
the Company in the corresponding period last year which resulted in a
charge of share-based payment of approximately HK$25.3 million, whilst
no such cost was recorded for the period under review; (ii) the decrease in
total staff costs by approximately HK$6.7 million as a result of no
discretionary bonuses paid to Directors during the period under review; and
(iii) the amortisation of intangible assets for the advertising, marketing and
publication segment of approximately HK$5.6 million during the
corresponding period last year, whilst no such cost was recognised for the
period under review as the relevant assets were fully impaired in the
previous financial year.

Share of results of a joint venture

During the period under review, BPL recorded a profit attributable to the
Group of approximately HK$8.1 million. This represents the Group's sharing
of the results of a film namely “Bounty Hunters” (E €% A), a large-scale
adventure action film, released in July 2016 of which jointly produced by
the Group with production companies from Korea and the PRC during the
period under review.
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Management Discussion and Analysis

Profit for the period

The Group's profit and total comprehensive income attributable to owners
of the Company for the six months ended 31 December 2016 amounted to
approximately HK$7.1 million (31 December 2015: HK$8.0 million) and
HK$8.9 million (31 December 2015: HK$9.0 million), respectively. The
change during the period under review was primarily resulted from the
significant decreases in revenue and gross profit from film and TV series
production and distribution, being set off against a promising results
contributed by the joint venture and the significant decrease in the
operating expenses of the Group as aforementioned.

Liquidity, Financial Resources and Capital
Structure

As at 31 December 2016, the Group’s bank balances and cash amounted
to approximately HK$96.7 million (30 June 2016: HK$103.3 million), which
are denominated mainly in HK$, United States Dollar (“US$") and Renminbi
("RMB").

As at 31 December 2016, the Group’s did not have any interest-bearing
loans and shareholders’ loans (30 June 2016: Nil). Gearing ratio was not
applicable as at 31 December 2016 and 30 June 2016.

The Group had un-utilised credit facilities totalling HK$35.0 million as at 31
December 2016 (30 June 2016: HK$35.0 million). The Group has
maintained these general banking facilities for flexibility.

As at 31 December 2016, the Group had total non-current assets of
approximately HK$195.3 million (30 June 2016: HK$170.2 million), net
current assets of approximately HK$162.1 million (30 June 2016: HK$162.1
million) and net assets of approximately HK$357.4 million (30 June 2016:
HK$332.3 million). The current ratio of the Group, representing the ratio of
current assets over current liabilities, was approximately 2.2 as at 31
December 2016 (30 June 2016: 2.3).

During the period under review, the Group mainly funded its liquidity by
the net proceeds from the Listing and issue of new shares pursuant to the
subscription rights attaching to the warrants of the Company and resources
generated internally. The Group's financial resources are sufficient to
support its business and operations. The Group would also consider other
financing activities when appropriate business opportunities arise under
favourable market conditions.

The financial position and liquidity of the Group remain solid and healthy
and there is no material adverse change in the operations of the Group.
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Employee Information

As at 31 December 2016, the Group had 89 full-time employees (30 June
2016: 94). Staff costs, including Directors’ remuneration and part-time
staff, amounted to approximately HK$13.6 million for the six months ended
31 December 2016 (31 December 2015: HK$19.8 million).

The Group offers a comprehensive and competitive remuneration and
benefits package to all of its employees. The Group has adopted the
Scheme for the purpose of providing incentives and rewards to eligible
persons who contribute to the success of the Group’s operations. The
Group has also adopted other employee benefits including a provident fund
scheme for its employees in Hong Kong, as required under the Mandatory
Provident Fund Schemes Ordinance, and has participated in employee
pension schemes organised and governed by the relevant local governments
for its employees in the PRC.

Charge on Assets

The Group's bank deposits of approximately HK$30.5 million for both
periods ended 30 June 2016 and 31 December 2016, were pledged to
secure a general banking facility of HK$30.0 million. As at 31 December
2016, the Group’s bank deposits of approximately HK$0.7 million (30 June
2016: HK$0.7 million) were pledged to secure the bank guarantee provided
by a subsidiary of the Company regarding its due payment under a cinema
equipment rental agreement.

Foreign Exchange Exposure

The Group’s business operations were conducted mainly in Hong Kong
with transactions principally denominated in HK$, US$ and RMB. The
monetary assets and liabilities are denominated mainly in HK$, US$ and
RMB. Apart from HK$, which is pegged to US$, any significant exchange
rate fluctuations of HK$ against RMB may have a financial impact to the
Group. During the period under review, there was no significant fluctuation
in the exchange rates of these currencies.

The Group did not engage in any derivatives activities and did not commit
to any financial instruments to hedge its statement of financial position
exposure during the six months ended 31 December 2016.

Contingent Liabilities

As at 30 June 2016 and 31 December 2016, the Group did not have any
significant contingent liabilities.
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Management Discussion and Analysis

Use of Proceeds from the Listing

The planned use of proceeds from the Listing as disclosed in the Prospectus
were based on the best estimation of future market conditions made by the
Group at the time of preparing the Prospectus, while the proceeds were
applied in accordance with the actual development of the market.

From 31 October 2012, the date of the Listing to 31 December 2016, the
net proceeds from the Listing had been applied as follows:
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Total &t

73.5 AN

The un-utilised proceeds were deposited in the Group’s bank accounts
located in Hong Kong.

The Group intended to expand its film production business by releasing
eleven films during the two years ended 30 June 2013 and 2014. All these
films had been released up to the period under review.

The Group has intended to undertake certain post-production works of its
own films by investing up to HK$11.0 million from the net proceeds in
post-production equipment and recruiting staff for its operation. In
September 2014, the Group established its in-house post-production arm
through cooperating with a well-known post-production house in Hong
Kong which has over twenty years of experience in the post-production
industry, to engage in digital media post-production operations. The
Directors expected that the remaining net proceeds will continue to be used
for procuring the post-production equipment to strengthen the business
operation.

The Directors considered that no modification of the planned use of
proceeds described in the Prospectus was required.
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Other Information

A&

Directors’ and Chief Executives’ Interests and
Short Positions in the Shares, Underlying Shares
and Debentures of the Company and its
Associated Corporations

As at 31 December 2016, the interests of Directors and chief executive of
the Company in the shares and underlying shares of the Company or any of
its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests which they are taken or deemed to have under such
provisions of the SFO) and required to be entered in the register maintained
by the Company pursuant to Section 352 of the SFO or which were
required, pursuant to Appendix 10 of the Listing Rules relating to securities
transactions by the Directors, to be notified to the Company and the Stock
Exchange, were as follows:

Position in shares and underlying shares of the
Company
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Company/name of Number of company’s issued
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Mr. Wong Company Interest in a controlled 1,200,000,000  Long 46.23%
corporation (Note)
mEAE PIN/NC] REEEEE#E R (ME)  oF
Company Beneficial owner 81,864,000 Long 3.16%
PN BEmEAA ot
1,281,864,000 49.39%
Honour Grace Beneficial owner 9 shares of  Long 60.00%
US$1.00 each
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1.00 37T 2 & %
Note: These shares are registered in the name of Honour Grace, the entire issued share  MiiF : ZEWMHULENBEEL > MEBNE I HITRAH

capital of which is legally and beneficially owned as to 60% by Mr. Wong, 20% by
Mr. Wong Chi Woon Edmond and 20% by Ms. Wong Yee Kwan Alvina. Under the
SFO, Mr. Wong is deemed to be interested in all the shares registered in the name
of Honour Grace. On 20 December 2016, the Company was notified that Honour
Grace had entered a conditional sale and purchase agreement with Anhuixinke New
Materials Co., Ltd. pursuant to which Honour Grace had agreed to sell 776,088,506
shares of HK$0.0025 each in the share capital of the Company, detail of which have
been set out in the announcement of the Company dated 20 December 2016.
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Substantial Shareholders’ Interests and Short
Positions in the Shares and Underlying Shares of

the

Company

As at 31 December 2016, the interest of the persons, other than the
interest disclosed above in respect of Directors or chief executive of the

Company, in the shares and underlying shares of the Company which were

notified to the Company and the Stock Exchange pursuant to Divisions 2
and 3 of Part XV of the SFO and entered in the register maintained by the
Company pursuant to Section 336 of the SFO, or otherwise notified to the
Company were as follows:
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Percentage of
the Company’s
issued share

Name of shareholder Nature of interest Number of shares  Position capital
EARARE BT
RERERE HR EEME ROBE B e =
Honour Grace Beneficial owner 1,200,000,000  Long 46.23%
R BEnlEEA 4t
Mr. Wong Interest in a controlled corporation 1,200,000,000  Long 46.23%
(Note 1)
E|EAE RERIESEEER (MHsE1)  4F
Beneficial owner 81,864,000 Long 3.16%
EnlEEA ot
1,281,864,000 49.39%
Ms. Zee Ven Chu Lydia (Note 2)  Deemed interest 1,281,864,000  Long 49.39%
Rt (5 2) AR R A f
Ms. Wong Kit Fong Beneficial owner 197,992,000 Long 7.63%
BRF L BB A 1t
Notes: BT

1.

These shares are registered in the name of Honour Grace, the entire issued share
capital of which is legally and beneficially owned as to 60% by Mr. Wong, 20% by
Mr. Wong Chi Woon Edmond and 20% by Ms. Wong Yee Kwan Alvina. Under the
SFO, Mr. Wong is deemed to be interested in all the shares registered in the name
of Honour Grace. On 20 December 2016, the Company was notified that Honour
Grace had entered a conditional sale and purchase agreement with Anhuixinke New
Materials Co., Ltd. pursuant to which Honour Grace had agreed to sell 776,088,506
shares of HK$0.0025 each in the share capital of the Company, detail of which have
been set out in the announcement of the Company dated 20 December 2016.

Ms. Zee Ven Chu Lydia, spouse of Mr. Wong, is deemed under the SFO to be
interested in all the shares in which Mr. Wong is deemed to be interested.
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Save as disclosed above, as at 31 December 2016, the Company had not
been notified by any persons (other than Directors or chief executive of the
Company) who had interests or short positions in the shares or underlying
shares of the Company which would fall under the provisions of Divisions 2
and 3 of Part XV of the SFO to be disclosed to the Company, or which were
recorded in the register required to be kept by the Company under Section
336 of the SFO.

Share Option Scheme

The Company operates the Scheme for the purpose of providing incentives
and rewards to eligible persons who contribute to the success of the
Group's operations. The Scheme has been approved by the then sole
shareholder on 5 October 2012. No share options were granted, exercised
or cancelled by the Company under the Scheme during the six months
ended 31 December 2016 and there was no outstanding share option
under the Scheme as at 31 December 2016.

Rights to Acquire Shares or Debentures

Other than as disclosed under the sections “Share Option Scheme” and
“Directors’ and Chief Executives’ Interests and Short Positions in the Shares,
Underlying Shares and Debentures of the Company and its Associated
Corporations” in this report, at no time during the six months ended 31
December 2016 was the Company or any of its subsidiaries, or any of its
fellow subsidiaries, a party to any arrangement to enable the Directors or
chief executives of the Company or their respective associates (as defined in
the Listing Rules) to have any right to subscribe for securities of the
Company or any of its associated corporations as defined in the SFO or to
acquire benefits by means of acquisition of shares in, or debentures of, the
Company or any other body corporate.

Directors’ Interests in Competing Business

Save as disclosed in the Prospectus, the section headed “Related party
transactions” in note 17 to the Notes to the Interim Financial Statements of
which certain Directors engaged in film-related businesses, none of the
Directors or their respective associates as defined in the Listing Rules has
any interest in any business which competes or may compete with the
business of the Group during the six months ended 31 December 2016.
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Purchase, Sale or Redemption of the Listed
Securities of the Company

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the listed securities of the Company during the six months
ended 31 December 2016.

Compliance with the Required Standard of
Dealings in Securities Transactions by Directors
of Listed Issuers

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the required
standard of dealings set out in Appendix 10 of the Listing Rules. Having
made all reasonable enquires, all the Directors have confirmed that they
have complied with the required standard of dealings and the code of
conduct regarding securities transactions by Directors adopted by the
Company during the six months ended 31 December 2016.

Code on Corporate Governance Practices

The Company is committed to maintaining a high standard of corporate
governance practices. During the six months ended 31 December 2016, it
met all the code provisions of the Corporate Governance Code (the
“Code") set out in Appendix 14 of the Listing Rules, save as the deviations
as mentioned in the following sections headed “Chairman and Chief
Executive Officer” and “General Meetings” in this report.

The Company will continue to review its corporate governance practices in
order to enhance its corporate governance standard, to comply with the
increasingly tightened regulatory requirements and to meet the rising
expectations of shareholders of the Company and investors.

Chairman and Chief Executive Officer

The Company has not yet adopted A.2.1 of the Code. Under the code
provision A.2.1 of the Code, the roles of Chairman and Chief Executive
Officer (“CEO") should be separated and would not be performed by the
same individual. The division of responsibilities between the Chairman and
CEO should be clearly established and set out in writing.

Mr. Wong is the Chairman of the Board and is responsible for the overall
strategy planning and policy making of the Group. The Chairman also takes
the lead to ensure that the Board works effectively and acts in the best
interest of the Company by encouraging the Directors to actively participate
in the Board's affairs and promoting a culture of openness and debate.
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The Company has no such position as the CEO and therefore the daily
operation and management of the Company is monitored by the executive
Directors as well as the senior management.

The Board is of the view that although there is no CEO, the balance of
power and authority is ensured by the operation of the Board, which
comprises experienced individuals who would meet from time to time to
discuss issues affecting operation of the Company.

General Meetings

Code provision A.6.7 of the Code stipulates that the independent non-
executive Directors should attend general meetings and develop a balanced
understanding of the views of shareholders of the Company. Mr. Lam Kam
Tong and Mr. Lo Eric Tien-cheuk were unable to attend the annual general
meeting of the Company held on 17 November 2016 as they had other
business engagement.

Audit Committee

The Audit Committee has three members comprising three independent
non-executive Directors, Mr. Lam Kam Tong (Chairman of the Audit
Committee), Mr. Lo Eric Tien-cheuk and Mr. Tang Kai Kui Terence, with
written terms of reference in compliance with the Rules 3.21 to 3.23 of the
Listing Rules and the Code. The primary duties of the Audit Committee are
mainly to communicate with the external auditor; to review the
remuneration, terms of engagement, independency and objectivity of the
external auditor; to review the accounting policy, financial position and
financial reporting procedures of the Company; and to assess the financial
reporting system, risk management and internal control systems of the
Company and making recommendations thereof. The unaudited interim
results of the Group for the six months ended 31 December 2016 and this
interim report have been reviewed by the Audit Committee.

On behalf of the Board
Pegasus Entertainment Holdings Limited
Wong Pak Ming
Chairman

Hong Kong, 27 February 2017
As at the date of this report, the executive Directors are Mr. Wong Pak
Ming, Ms. Wong Yee Kwan Alvina and Mr. Wong Chi Woon Edmond and

the independent non-executive Directors are Mr. Lam Kam Tong, Mr. Lo
Eric Tien-cheuk and Mr. Tang Kai Kui Terence.
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