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BUSINESS AND OPERATION REVIEW

Huanxi Media Group Limited (the “Company” or “Huanxi Media”,
together with its subsidiaries, the “Group”) managed to bring
encouraging results during the first half of this year, as revenue
from its principal business, namely investment in film and TV
programmes rights, and its streaming platform “huanxi.com” (X =
B ) (the “Platform”), surged 11.58-fold to HK$1,068,980,000 when
compared with the last corresponding period. The Group’s business
has achieved a turnaround with net profit of HK$321,532,000. Such
outstanding achievements are not only a true testimony to the Group’s
unspoken efforts in securing top film directors in China; investing and
producing quality film and TV contents; and operating a streaming
platform; which are beginning to pay off; they also signify the official
commencement of the harvest phase for the Group’s film and TV

business.

As for investment in film and TV programmes rights, Crazy Alien (J&
HHINE AN), a film exclusively invested by the Group and directed
by Ning Hao, hit cinema screens during the Chinese New Year holiday
in 2019. The film achieved satisfactory box office receipts and critical
acclaim, boasting box office receipts of more than RMB400 million and
snhatching the No.1 spot on its debut day. In total, box office receipts
amounted to RMB2.2 billion. This film contributed significant revenue
to the Group during the period under review. Also, rights in certain
films were sold to third parties during the period under review, which
also generated promising revenue to the Group.
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As for the streaming platform “huanxi.com”, cooperation between the
Group and Tianjin Maoyan Weying Cultural Media Co., Ltd.* (“Maoyan”)
— a leading internet and pan-entertainment platform in China, was
progressing as planned. The Group promoted its films and drama
series contents by leveraging Maoyan's internet resources, thereby
attracting users to the Platform. Currently, “huanxi.com” serves for
more than 1 million of paid users. Moreover, the Group has been
actively enriching the contents available on “huanxi.com”: not only
by jointly creating platform-exclusive resources with shareholder
directors and contracted directors, making blockbuster films such
as Crazy Alien (RIEBISNE N), Dying to Survive (¥ 1 = Z4d#), and
Ash Is Purest White (T34 527Z) available on the Platform, but also by
purchasing quality film and TV productions from around the world,
including, among others, Detective Yugami (I % = ##), a popular
Japanese TV drama series; Bodyguard (B & {® 8, translated title in
Hong Kong: A B 1R #%), the most watched BBC drama series in the
past decade; and See You Up There (X_EH R.), a movie that created
a stir in the world of film in France. With premium film and TV contents
on offer, the Platform has continued to attract more paid users, the
streaming platform business will become another growth driver of the
Group’s business.

INVESTMENT IN FILM AND TV PROGRAMMES
RIGHTS BUSINESS

For the six months ended 30 June 2019, the Group’s segmental
revenue reached HK$1,068,980,000 (30 June 2018: HK$84,748,000),
representing an increase of 11.61 times compared with last
corresponding period. The segmental profit amounted to
HK$444,763,000 for the period (30 June 2018: a segment loss of
HK$4,629,000). The significant improvement was mainly due to the
revenue from the film Crazy Alien (J& J£ 8 5 £ A), the streaming
platform “huanxi.com” and sale of rights in certain films.
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OTHER BUSINESSES

The Group’s other businesses include property agency business
and securities trading and investments business. For the six months
ended 30 June 2019, the Group's other businesses did not record any
revenue (30 June 2018: HK$240,000) and recorded segmental loss of
HK$4,000 (30 June 2018: HK$399,000). This segment shrank mainly
because the management has allocated more resources to media
and entertainment related businesses, which are the Group’s major
growth drivers.

FINANCIAL REVIEW
REVIEW OF RESULTS

During the period under review, the Group recorded revenue of
HK$1,068,980,000 (30 June 2018: HK$84,988,000), representing 11.58
times increase in revenue compared with last corresponding period.
The gross profit was HK$464,456,000 (30 June 2018: HK$14,914,000),
representing 30.14 times increase in gross profit compared with
last corresponding period. The profit attributable to the owners of
the Company for the six months ended 30 June 2019 amounted to
HK$321,532,000 (30 June 2018: loss of HK$111,608,000). The significant
improvement of revenue, gross profit and profit attributable to the
owners of the Company were mainly caused by (i) the increase in
revenue from the Group's principal business, namely investment in
film and TV programmes rights, as well as the streaming platform
“huanxi.com” and the sale of rights in certain films; and (ii) the
decrease in the recognition of share-based payments to HK$4,056,000
(30 June 2018: HK$65,469,000).

For the six months ended 30 June 2019, earnings per share of the
Group amounted to HK$0.11 (30 June 2018: loss per share of HK$0.04)
and net asset value per share attributable to the owners of the
Company was HK$0.43 (31 December 2018: HK$0.23).
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LIQUIDITY AND FINANCIAL RESOURCES

The Group's capital expenditure, daily operations and investments
are mainly funded by cash generated from its operations and equity
fund raising. As at 30 June 2019, the Group had net current assets
of HK$925,032,000 (31 December 2018: HK$244,714,000), with
cash and cash equivalents of HK$296,426,000 (31 December 2018:
HK$158,528,000). As at 30 June 2019, the total equity of the Company
amounted to HK$1,360,992,000 (31 December 2018: HK$658,668,000)
with total borrowings of HK$68,252,000 (31 December 2018:
HK$387,774,000). The Group’s gearing ratio, expressed as the
percentage of total borrowings over total capital, was 0.05 (31
December 2018: 0.37) as at 30 June 2019. Total capital is calculated as
total equity plus total borrowings.

CAPITAL STRUCTURE

As at 30 June 2019, the Company had 3,154,655,408 ordinary shares
(31 December 2018: 2,918,055,408) of HK$0.01 each (the “Share” or
“Shares”) in issue.

During the period under review, the movement in the issued Shares of
the Company are as follows:

On 12 March 2019, the Company entered into the subscription
agreement (“Subscription Agreement”) with Maoyan Entertainment,
pursuant to which Maoyan Entertainment has conditionally agreed
to subscribe for, and the Company has conditionally agreed to allot
and issue to Maoyan Entertainment 236,600,000 ordinary Shares
(“Subscription Shares”) of aggregate nominal value of HK$2,366,000
at the subscription price of HK$1.6507 per Subscription Share
(the “Subscription”). The net price received by the Company was
approximately HK$1.6484 per Subscription Share. The closing price of
the Shares on the date of entering into the Subscription Agreement
was HK$1.560 per Share as quoted on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The gross proceeds and net proceeds raised from the Subscription
is HK$390,555,620 and approximately HK$390,000,000 respectively.
Approximately HK$93,574,000 have been used by the Company for the
six months ended 30 June 2019 and approximately HK$296,426,000
remains unutilised which is expected to be fully utilised by 31 March
2020. The following table sets out the breakdown of the use of net
proceeds as at 30 June 2019.
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Amount
proposed Unutilised
Use of proceeds for: to be used Amount used amount
FERERE ! REALHE EBRASHE ABREH
(HK$'000) (HK$'000) (HK$'000)
(B%TT) (B%FT) (B%FT)

Investment in, production of and purchase FERARKRE « BUERBEE

of filmand TV contents 190,000 (39,183) 150,817
Development of its online video platform ~ ZEESF AT A 100,000 (15,679) 84,321
General working capital —WREEES 100,000 (38,712) 61,288
Total ok 390,000 (93,574) 296,426

The proceeds are used and proposed to be used in accordance
with the intentions previously disclosed by the Company in the
announcement of the Company dated 12 March 2019.

The board (the “Board”) of directors (“Directors”) of the Company
believes that the Subscription can raise sufficient funds for the Group
to accelerate the development of its streaming platform as well as the
Group's investment in film and TV programmes rights, and also serve
to broaden the shareholder base of the Company.

Please refer to the Company’s announcements dated 12 March 2019,

13 March 2019 and 19 March 2019 for details of the Subscription
Agreement.
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CHARGES ON ASSETS

As at 30 June 2019, the Group’s secured borrowings of approximately
HK$61,226,000 (31 December 2018: HK$220,364,000) were secured
by other receivables amounting to approximately HK$61,703,000 (31
December 2018: approximately HK$223,133,000).

FOREIGN EXCHANGE EXPOSURE

The Group's cash flow from operations, cash on hand and assets are
denominated mainly in Hong Kong dollars, US dollars and Renminbi.
Although most of the production costs and management fees are
denominated in Renminbi, foreign currencies are needed for many
investment opportunities and cooperation plans with mainland China
and overseas film companies. The Group will continue to monitor its
capital needs closely and take appropriate measures to minimise any
adverse impact of exchange rate fluctuation on its overall financial
status and lower the Group'’s financial risks.

RISK MANAGEMENT

During the period under review, the Group regularly reviewed the risk
and credit control systems of its profit centers in order to improve
the overall controlling system and mitigate credit risk. This also
ensures that the Group is capable of effectively conducting business
operations and facilitates further development. There have been no
significant changes in the Group’s risk management policy since the
year-end date last year.

CONTINGENT LIABILITIES

Save as disclosed in note 23(B) “Pending Litigation” to the unaudited
condensed consolidated interim financial information, the Group had
no significant contingent liabilities as at 30 June 2019 (31 December
2018: same).
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EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2019, the Group had 90 employees (31 December 2018:
84). It hired more employees during the period under review to support
the expanding of its media and entertainment related businesses. The
Group has in place well-designed remuneration management and
incentive mechanisms, with employees remunerated based on their
positions and work performance, along with industry trends.

The Group operates a Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong. The assets of the plans are held
separately from those of the Group in funds under the control of
trustees. The employees of the Group’s subsidiaries in China are
members of a state-managed retirement benefit plan operated by the
Chinese government. The subsidiaries are required to contribute a
specified percentage of payroll costs to the retirement benefit scheme
to fund the benefits. The only obligation of the Group with respect to
the retirement benefit plan is to make the specified contributions.

PROSPECTS

The Group has always emphasised that the key to succeeding in the
film and TV industry lies in premium content, believing that the delivery
of quality film and TV contents, together with extensive broadcast
channels, will play a major role in shaping China’s film and TV industry
going forward. Industry statistics suggest that Chinese films generated
total box office receipts of RMB31.17 billion with a total attendance
of approximately 807 million in the first half this year, down year-
on-year by 2.8% and 10.5%, respectively. This was the first time that
both figures recorded negative growths since 2011. In general, the
market attributes these declines mostly to higher ticket prices and the
lack of appeal of recently released films, with a consensus that the
only means to bring back audience is through fascinating storylines.
As a result, it is the Group's belief that always walking the extra
mile in production is the secret to delivering outstanding box office
performance.
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Immediately following the release of Crazy Alien (A EH SN2 A) in
the first half year, the Group remained as committed to bolstering
its reserve of premium film and TV resources. Among which, films
such as Me and My Motherland (% # % #9 18 B ), directed by Xu
Zheng, Ning Hao and Zhang Yibai and others; Lost in Russia (Ml
#%5), written, directed and starred by Xu Zheng; Chinese Women's
Volleyball Team (¥ BJ Zz #F) and Li Na (Z= ), directed by Chan Ho
Sun Peter; One Second (— %) §Z), directed by Zhang Yimou; Run for
Young (Ja R 4 #y X 22), directed by zZhang Yibai; Miss Mom (4 A~
) (tentative name), directed by Tang Danian and starring Ren Suxi;
Tropical Memories (%5 X %), produced by Ning Hao and directed
by young director Wen Shipei; and The Advanced Animals (7= % &)
#1), produced by Gao Qunshu, are expected to be released in the
second half of 2019 or next year. The Group is confident that these
productions will energise the Group and enable it to maintain a strong
growth momentum in results. Among these films, Lost in Russia ([l
%) is the latest addition to Xu Zheng's classic “Lost” series of comedy.
The story takes place on a train to Russia, with the protagonist being
a small business owner embroiled in business disputes. He not
only fights with his mother on the train, but also finds himself in the
centre of many funny stories. With a meticulous attention to detail
in production, this film will undoubtedly be highly anticipated by the
audience. With regard to Chinese Women'’s Volleyball Team (/8
2z #E), which is directed by Chan Ho Sun Peter, it features the real-
life story covering female volleyball players of the Chinese national
team. Highlighting their tenacity and unyielding spirit to win honour
for their country, this is an exceptional production delivered through
the combination of familiar scenes and refined acting technique. Each
with its own distinct style, Lost in Russia ([4%) and Chinese Women'’s
Volleyball Team (7 B % $F) cater to their respective audiences. The
Group is confident that these two films will appeal to filmgoers from
many different age groups and generate considerable revenue for
the Group's film business. In addition, Li Na (Z#), a biographical film
directed by Chan Ho Sun Peter, celebrates the legendary female tennis
player who won Asia’s first Grand Slam women's singles champion.
Exploring her “love-hate relationship” with tennis, the story starts in
Wuhan, and follows her travels to Beijing, Paris and London, unveiling
the extraordinary struggle and endurance behind her glory. The film is
also expected to be well received by the audience.
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On another note, as the pay-to-view mode becomes increasingly
sophisticated for our internet drama business, users have grown
accustomed to paying for access to video contents and services. This
resulted in a rapid expansion in online paid user base, presenting
a tremendous opportunity for the Group to expand “huanxi.com”.
Going forward, the Group will continue to bolster the Platform with
more quality films and TV productions. Also on the way are internet
drama series expected to be released in the coming one to two years,
including Paradise Guesthouse (X % fik £8), an 12-episode internet
drama series produced and co-directed for the first time by the
Group's shareholder director Wong Kar Wai, which is currently in pre-
production; and Run For Young (J& A 4> € 892K 2=2), a drama series
directed by Zhang Yibai and adapted from the fiction with the same
title, which has entered post-production.

The Group firmly believes that owning quality film contents and
productions is critical to its success, while outstanding directors and
creative teams are key factors that determine the artistic merit and
commercial value of films. Thus, its primary objective is to invest
in and produce works of artistic excellence that can assure box-
office performance. Huanxi Media will continue to give full play to its
unigue shareholding structure model, and cooperate with shareholder
directors, including Ning Hao, Xu Zheng, Chan Ho Sun Peter, Wong
Kar Wai, Zhang Yibai, Gu Changwei and Zhang Yimou to ensure its
access to original contents sources in China’s market of films and
internet dramas. This, in turn, will secure a stable supply of quality film
and TV productions, thereby leading to the pooling of complementary
strengths and win-win outcomes. Meanwhile, as projects that Huanxi
Media invested in earlier will be gradually released, it is expected to
keep receiving fruitful returns in the next few years.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEwES

Dying to Survive (F = £&44), a film co-produced by Ning Hao and Xu
Zheng with Huanxi Media as the investor and producer, grossed more
than RMB3 billion in box office receipts in mainland China. Depicting a
social phenomenon with a story filled with laughter and tears, not only
did the film spark enthusiastic discussions in the society, it also served
as a testament to the success of Huanxi Media’s model for nurturing
new directors. The Group will continue to identify and assist more
outstanding new directors, including investing solely in the films they
direct, so that it may further enhance its core competitive advantages
in film and TV productions.

With films that the Group invested in winning critical acclaim and box
office success, Huanxi Media recorded impressive revenue during the
period under review. The Group will strive to implement its strategies
and continue to create valuable returns for its shareholders.
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CORPORATE GOVERNANCE REPORT
EXEREKS

CORPORATE GOVERNANCE CODE AND
CORPORATE GOVERNANCE REPORT

The Company has applied the principles and complied with the code
provisions set out in the Corporate Governance Code and Corporate
Governance Report contained in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”)
throughout the six months ended 30 June 2019.

CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code") as set out in
Appendix 10 to the Listing Rules as its own code of conduct regarding
the Directors’ securities transactions. Having made specific enquiries,
all Directors confirmed that they have fully complied with the Model
Code throughout the review period.

BOARD COMPOSITION

As at the date of this report, the Board comprises seven Directors,
with two executive Directors, two non-executive Directors and three
independent non-executive Directors. All the Directors are high calibre
executives with diversified industry expertise and bring a wide range
of skills and experience to the Group.

CHANGE IN INFORMATION OF DIRECTORS

There is no change in Directors’ information since 1 January 2019,
which is required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.
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OTHER INFORMATION
H it & #

INTERIM DIVIDEND

The Board does not declare an interim dividend for the six months

ended 30 June 2019 (for the six months ended 30 June 2018: nil).

DIRECTORS’ INTERESTS IN SECURITIES

As at 30 June 2019, the interests and short positions of each Director
and chief executive of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO")), as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to Part XV of the
SFO or the Model Code under the Listing Rules, or known to the

Company, were as follows:

LONG POSITIONS IN THE ORDINARY SHARES OF

HK$0.01 EACH OF THE COMPANY AND THE

UNDERLYING SHARES

RIS

EZ2TEIRE
Hz 88 (8

A &) -

EECESER

RIZB-NFRA=ZTH  ARARZEETRITHRE
AR AR R RETABEAE (E&RE R Y
B &P (175 REERG ) FXVED 2Bty - 185
Petn RERE R SRR T - A ANRRRHER
BREZBAFNMAGRIIEI2GEF2ELM 2 ER
SRR ARBEES LB GO EXVERH LR
AIZBETAASTHAEARA BRI AEAR

BIE AT 2 Em M

KR -

E_E-NAFRA=THIEARME
E-Z-N\FRA=THIARE

RARBREEBH0ITZEBERK

MERDZ2HFR

Number of
underlying
Number of Ordinary Shares Shares Approximate
ZRERYA held under percentage
Corporate Personal share options of the
Name of Directors interests interests Total (Note 6) issued Shares
BRET
HERGHE e BTREA
EEng ARER AR @5t (HzEe6) BREA L
Mr. Dong Ping (“Mr. Dong") (Note 1) 1,431,804,354 16,610,000 1,448,414,354 2,700,000 46.00%
EYEE(ELRE]) (1)
Mr. Ning Hao (“Mr. Ning") (Note 2) 1,431,804,354 16,610,000 1,448,414,354 2,700,000 46.00%
EgrE((E54E]) (HE2)
Mr. Xu Zheng (“Mr. Xu") (Note 3) 1,431,804,354 16,610,000 1,448,414,354 2,700,000 46.00%
RIERE(MREED (BEE3)
Mr. Xiang Shaokun, Steven (Note 4) - - - 27,000,000 0.86%
TRARE S & (15E4)
Mr. Li Xigolong (Note 5) 15,060,000 = 15,060,000 = 0.43%

FMERAAE (S
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H ith & #

Notes:

These Shares include Shares held by Newwood Investments Limited
(“Newwood"”) as to 461,711,082 Shares, Numerous Joy Limited as to
92,342,216 Shares and Highrise Castle Limited as to 500,000 Shares which
are companies incorporated in the British Virgin Islands with limited liability
and directly wholly owned by Mr. Dong. Mr. Dong also personally holds
16,610,000 Shares and 2,700,000 unlisted physically settled share options
of the Company granted on 27 April 2018 pursuant to the Company’s share
option scheme adopted on 17 June 2014. On 14 April 2015, Mr. Dong,
Newwood, Pacific Wits Limited (“Pacific Wits”), Mr. Ning, Tairong Holdings
Limited (“Tairong”) and Mr. Xu entered into a shareholders agreement (the
“Shareholders Agreement”), which sets forth certain rights and obligations
of each of the parties in respect of the governance of the Company following
completion of the subscription for new shares in the Company pursuant to
a subscription agreement dated 14 April 2015, details of which are set out in
the Company’s circular dated 5 August 2015. As Mr. Dong is a party to the
Shareholders Agreement, Mr. Dong is therefore deemed to be interested
in all the Shares in which Mr. Ning, Pacific Wits, Mr. Xu and Tairong are
interested by virtue of section 317 of the SFO. Please refer to notes 2 and 3
for Shares held by Mr. Ning and Mr. Xu.

These Shares include 438,625,528 Shares directly held by Pacific Wits, which
is a company incorporated in the British Virgin Islands with limited liability and
directly wholly owned by Mr. Ning. Mr. Ning is a party to the Shareholders
Agreement and is therefore deemed to be interested in all the Shares and
underlying Shares in which Mr. Dong, Newwood, Mr. Xu and Tairong are
interested by virtue of section 317 of the SFO. Please refer to notes 1 and 3
for Shares and underlying Shares held by Mr. Dong and Mr. Xu.

These Shares include 438,625,528 Shares directly held by Tairong, which
is a company incorporated in the British Virgin Islands with limited liability
and directly wholly owned by Mr. Xu. Mr. Xu is a party to the Shareholders
Agreement and is therefore deemed to be interested in all the Shares and
underlying Shares in which Mr. Dong, Newwood, Mr. Ning and Pacific Wits
are interested by virtue of section 317 of the SFO. Please refer to notes 1 and
2 for Shares and underlying Shares held by Mr. Dong and Mr. Ning.

These underlying Shares are 27,000,000 unlisted physically settled share
options of the Company granted to Mr. Xiang Shaokun, Steven on 27 April
2018 pursuant to the Company’s share option scheme adopted on 17 June
2014.

These Shares are held by Panfaith Investments Limited, which is a company
incorporated in the British Virgin Islands with limited liability and directly
wholly owned by Mr. Li Xiaolong.

Details of the share options granted to the Directors under the share option
scheme of the Company are set out in the section “Share Option Scheme” in
this report.
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Save as disclosed above, as at 30 June 2019, none of the Directors
or chief executive of the Company or any of their associates had
any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of SFO) as recorded in the register
required to be kept by the Company under Section 352 of the SFO,
or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 30 June 2019, save as disclosed under the section “Directors’
Interests in Securities” in this report, the Company had been notified
of the following substantial shareholders’ interests, being 5% or more
of the Company’s issued share capital under Section 336 of the SFO.

BREXWEEIN RZF-NAFRNA=1TH &2
AEF TRASIRSEEZIMEALRARAF]
SEEIEBAE (E%& R E S NS RPI5E XV E)
Zh - HERO REEED  BEEEALERE
ARBRIEEZ M ERGIEI2EMEFIERL
MHBRBFRETRMAITHEARARB BRI
EAIERIAR -

FTERRES

RZB-NFRA=1THE BEABRESZ[EFZE
Gigm | —EIREEN  ARREMNE T EE
PR Mz - BAVR RS 75 S BB 15 ) 56 336 R AN A A)
BEEITIRAF 5% KA 2 s -

Number of
Number of underlying Approximate
Ordinary Shares held percentage of
Name of shareholders Capacity Shares held (Note 4) shareholding
¥EHH
FEEER RHEE RERR
REEHE e #E GiETY BAl
Dong Ping ("Mr. Dong") (Note 1) Beneficial Owner, Interests of controlled corporation 1,448 414,354 2,700,000 46.00%
ERR(EF IR and a party to an agreement required to be disclosed
under section 317 of the SFO
BN XENZERERBRINFREE S
REAERAZENTRETREOES
Newwood Investments Limited Beneficial owner and interests of a party to an 1,448,414,354 2,700,000 46.00%
(“Newwood") (Note 1) agreement required to be disclosed under section
Newwood Investments Limited 317 of the SFO
(TNewwood ) (Fff &£ 1) ExBEBARBEITNAREES REERIE317
EATHENES
Numerous Joy Limited Beneficial owner 92,342,216 = 2.93%
SZEBRAT ERBAA
Highrise Castle Limited Beneficial owner 500,000 = 0.02%
Highrise Castle Limited ERBAA
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Number of
Number of underlying Approximate
Ordinary Shares held percentage of
Name of shareholders Capacity Shares held (Note 4) shareholding
EEHH
BEEER RAEE RERLN
REER EL) L (HzE4) Bal
Ning Hao ("Mr. Ning") (Note 2) Interests of controlled corporation and a party to an 1,448 414,354 2,700,000 46.00%
i ((2E4E]) (HE2) agreement required to be disclosed under section
317 of the SFO
et EEER R BEIT N REEF KRG KRS
N7 HETREMER
Pacific Wits Limited (“Pacific Wits")  Beneficial owner and interests of a party to an 1,448 414,354 2,700,000 46.00%
(Note 2) agreement required to be disclosed under section
ZREARAR ([ZA]) (H:F2) 317 of the SFO
ExBEBARBETNAIREES RBEERHIE317
BFRTHRENER
Xu Zheng (“Mr. Xu") (Note 3) Interests of controlled corporation and a party to an 1,448 414,354 2,700,000 46.00%
I (MR (HEE3) agreement required to be disclosed under section
317 of the SFO
REHEERE R BRI NI REE S RAEKIE
NTEATREN RS
Tairong Holdings Limited Beneficial owner and interests of a party to an 1,448 414,354 2,700,000 46.00%
("Tairong") (Note 3) agreement required to be disclosed under section
REERBR AR ([ZRE]) 317 of the SFO
(H5E3) ERBAARBEITOAREE 7 RARBEHIE317
GATHENOER
Maoyan Entertainment Beneficial owner 236,600,000 = 7.50%
IR IR 4L ERBAA
BESEEEERAF | —2-—NAFHHRE 17
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Notes:

1. These Shares include Shares held by Newwood as to 461,711,082 Shares,
Numerous Joy Limited as to 92,342,216 Shares and Highrise Castle Limited
as to 500,000 Shares which are companies incorporated in the British Virgin
Islands with limited liability and directly wholly owned by Mr. Dong. Mr. Dong
also personally holds 16,610,000 Shares and 2,700,000 unlisted physically
settled share options of the Company granted on 27 April 2018 pursuant to
the Company’s share option scheme adopted on 17 June 2014. On 14 April
2015, Mr. Dong, Newwood, Pacific Wits, Mr. Ning, Tairong and Mr. Xu entered
into a shareholders agreement (the “Shareholders Agreement”), which sets
forth certain rights and obligations of each of the parties in respect of the
governance of the Company following completion of the subscription for new
shares in the Company pursuant to a subscription agreement dated 14 April
2015, details of which are set out in the Company’s circular dated 5 August
2015. As Mr. Dong and Newwood are parties to the Shareholders Agreement,
Mr. Dong is therefore deemed to be interested in all the Shares in which
Newwood, Mr. Ning, Pacific Wits, Mr. Xu and Tairong are interested by virtue
of section 317 of the SFO; and Newwood is therefore also deemed to be
interested in all the Shares and underlying Shares in which Mr. Dong, Mr.
Ning, Pacific Wits, Mr. Xu and Tairong are interested by virtue of section 317
of the SFO. Please refer to notes 2 and 3 for Shares held by Mr. Ning, Pacific
Wits, Mr. Xu and Tairong.

2. These Shares include 438,625,528 Shares directly held by Pacific Wits, which
is a company incorporated in the British Virgin Islands with limited liability and
directly wholly owned by Mr. Ning. As Mr. Ning and Pacific Wits are parties to
the Shareholders Agreement, Mr. Ning and Pacific Wits are therefore deemed
to be interested in all the Shares and underlying Shares in which Mr. Dong,
Newwood, Mr. Xu and Tairong are interested by virtue of section 317 of the
SFO. Please refer to notes 1 and 3 for the Shares and underlying Shares held
by Mr. Dong, Newwood, Mr. Xu and Tairong.

3, These Shares include 438,625,528 Shares directly held by Tairong, which
is @ company incorporated in the British Virgin Islands with limited liability
and directly wholly owned by Mr. Xu. As Mr. Xu and Tairong are parties to
the Shareholders Agreement, Mr. Xu and Tairong are therefore deemed to
be interested in all the Shares and underlying Shares in which Mr. Dong,
Newwood, Mr. Ning and Pacific Wits are interested by virtue of section 317 of
the SFO. Please refer to notes 1 and 2 for the Shares and underlying Shares
held by Mr. Dong, Newwood, Mr. Ning and Pacific Wits.

4. Details of the share options granted to the substantial shareholders of the
Company under the share option scheme of the Company are set out in the
section “Share Option Scheme” in this report.

Save as disclosed above, as at 30 June 2019, there were no other
persons who had an interest or short position in the shares or
underlying shares of the Company which would fall to be disclosed to
the Company under Section 336 of the SFO, or which were recorded
in the register to be kept by the Company under Section 336 of the
SFO.
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SHARE OPTION SCHEME

A share option scheme has been adopted and approved by the
shareholders of the Company at the annual general meeting held on
17 June 2014 (the “Share Option Scheme”). The 10% limit of the Share
Option Scheme (the “Scheme Mandate Limit”) has been refreshed on
16 December 2015 and 29 June 2018. As at the date of this report, the
Scheme Mandate Limit refreshed on 29 June 2018 has not yet been
utilised and the total number of Shares which may be issued upon
exercise of all options to be granted under the Share Option Scheme
is 276,805,540 Shares.

No share options were granted, exercised, cancelled or lapsed during
the period ended 30 June 2019. As at 30 June 2019, the Company has
130,700,000 options outstanding which represented approximately
4.14% of the total number of issued shares of the Company as at that
date.

The following table discloses movements in the Company’s share
options during the period ended 30 June 2019:

BRRERTE

ARRBRRERZE—WOESNA+EHRITZRERE
FRE LRMEME-—TBERES S ([FERES
) o BTS2 10% R 58 ([FHEIREREE])
ERZE—hF+AT"BERZZE—-NF~A
ZTNBEEH cRABRERE RZZE—N\FA
THNBEFRZEEEEREEARER  BEZE
IREETEIS TR 2B BREEITER A g%
17 2 WD #B 8 5 276,805,540 A% 19 ©

HE-ZT—-NAFNA-+HLHBYT EBEREE
B 17 FHEER - RZE-NAFERA=T
B - Z&A 7]/ 130,700,000 17 i# AR 1T E 2 BEARAE - (5
ARATRRZ BB BITRDBE Z494.14% -

TREBBE_T-NAFANA=THLHEARR
RlZBRERS

Outstanding Lapsed/
at the Granted Exercised cancelled  Outstanding
beginning of during during during  attheendof Exercise price
Participants Date of grant the period the period the period the period the period per share
(HKS)
2H% Bt A8 BRI HRE BRTeE BAXM/ 38 BRERTE BRARKE
(B%T)
Mr. Dong Ping 27 April 2018 2,700,000 = - = 2,700,000 208
i ZZ-N\EMAZT+A
Mr. Xiang Shaokun, Steven 27 April 2018 27,000,000 = = = 27,000,000 208
BRREE ZZ-N\EMAZT+A
Eligible employees 27 April 2018 101,000,000 - - - 101,000,000 208
AEARER 2 \FMAZTtA
Total 130,700,000 - - - 130,700,000
@t
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Notes:
1. The share options are exercisable as follows:

Exercise criteria

TERE

(Commencing from the date of the grantee’s commencement of employment
with the Group)

(ARBEARBRIENASEE 2 AtiE)

(i) On completion of the continuous employment of the grantee with the
Group for 1 year
AERAFBEXERARE R —F

(i) On completion of the continuous employment of the grantee with the
Group for 2 years
ERAFBEX RSB RMMWE

(iii) On completion of the continuous employment of the grantee with the
Group for 3 years
EBRAREILER RSB R =F

2. The validity period of the share options is from 27 April 2018 to 17 June 2024
(both days inclusive) subject to the provisions for early termination contained
in the Share Option Scheme and certain vesting conditions applicable to the
relevant grantee(s).

Details of the Share Option Scheme are set out in note 24 to the
unaudited condensed consolidated interim financial information.

Save as disclosed above, at no time during the six months ended 30
June 2019, was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debenture of, the Company or any
other body corporate.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2019, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of the
Company’s listed securities.

FeE
1. BREAIRIA T RIE T AT

Number of share options can be exercised
A FTEZERERE

Up to one-third of the share options granted
BZREREBREZ=92—

Up to two-thirds of the share options granted
BREZREREEREZ=92=

Up to all of the share options granted

RZRMACKHERE

2 BREZAMBAE-E—\FHA-ttEE-T
—mERATEAL (REERMA) - EEWRET
BB 2 R X IR R BB AEA 25 T8
Bt R -

EHEREAE ZHEBIRNAECEZERE
HABA 75 & BB RE 24 o

o

=
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EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period up to the
date of this report.

REVIEW OF INTERIM RESULTS

The audit committee of the Company has reviewed with the
management the accounting principles and practices adopted by the
Group and the unaudited condensed consolidated interim financial
information of the Group for the six months ended 30 June 2019. The
committee is satisfied with the review and the Board is also satisfied
with the committee’s report.

By Order of the Board
Dong Ping

Chairman

Hong Kong, 14 August 2019
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AREGHHGERERAMEERKRER

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

Six months ended 30 June
BEANA=1tHIEXEAR

2019 2018
—E-NE —T—N\F
NOTE HK$'000 HK$'000
Bt 5% BET T BT T
Revenue and film investment income Was RERIRERA 7 1,068,980 84,988
Cost of revenue e 2 AR 9 (604,524) (70,074)
Gross profit ER 464,456 14,914
Other income H U A 8,375 84
Other gains/(losses) Bz, (B18) 308 (624)
Selling and distribution costs SHE R AR 9 (7,035) (341)
Administrative expenses THHAX 9 (55,553) (115,152)
Operating profit/(loss) mEEF, (EE) 410,551 (101,119)
Finance income IR TN 2,358 573
Finance costs W% E R (2,463) (11,062)
Finance costs, net WBER - FE (105) (10,489)
Profit/(loss) before income tax RETBEADER (BR) 410,446 (111,608)
Income tax expense RS i = 10 (88,914) =
Profit/(loss) for the period AHER,(B5E) 321,532 (111,608)
Profit/(loss) for the period attributable to VNN YN Y
owners of the Company RNERHEF, (EE) 321,532 (111,608)
Other comprehensive loss Hih2mEEE
Iltem that will not be reclassified to profitor — & &E#H P EEE7 2
loss: EHH :
Exchange differences arising on translation of #§IE SR E A 2 3 5k
functional currency to presentation currency 4 2 [ X =8 (7,799) 4,681
Item that may be reclassified to A B DR B
profit or loss: HH :
Exchange differences on translation of BREFINER 2
foreign operations M H Z5E (5,465) (12,612)
(13,264) (7,931)
Total comprehensive income/(loss) AEREWE A (EE)BE
for the period 308,268 (119,539)
Total comprehensive income/(loss) for RAFIHEANEGEAREEE
the period attributable to owners of the Wz, (E18) 4258
Company 308,268 (119,539)
Earnings/(loss) per share SREF (BE)
— Basic and diluted (HK dollar) —EARREE(BET) 12 0.11 (0.04)

The above unaudited condensed consolidated statement of profit or Lt AR B ERESER R EM 2 E kR E
loss and other comprehensive income should be read in conjunction B 8 PR B 5 — G5 R 3
with the accompanying notes. = g s
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

E LR AL

At30June 2019 R=—ZE—AFENA=+H

Bt 35 ik #R 3R

30 June 31 December
2019 2018
—E-NEF —E—N\%F
ANA=+H +-—A=+—H
NOTE HK$'000 HK$'000
B 5 BET T BT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment e e 13 4,090 3,762
Right-of-use assets EREEE 14 44,548 =
Intangible assets BILEE 15 13,891 16,285
Rental deposits HEZS 18 5,606 5,608
Prepayment for film and TV B M ERE RETEN R
programmes rights 16 369,801 370,222
Film and TV programmes rights B RESREIRE 17 27,205 18,077
465,141 413,954
CURRENT ASSETS REEE
Film and TV programmes rights ES- % EEJEJ"‘J hi #E 17 665,664 744,542
Trade and other receivables, deposits and JE U BR &Eﬂﬂfﬂ& RIB
prepayments e RIERR 18 394,021 371,305
Contract assets BRHEE 4,912 5,220
Cash and cash equivalents IE e NREEE 296,426 158,528
1,361,023 1,279,595
Total assets EEHE 1,826,164 1,693,549
EQUITY s
Share capital A& A 21 31,547 29,181
Reserves i 22 1,329,445 629,487
Total equity R 1,360,992 658,668
NON-CURRENT LIABILITY kRBEME
Lease liabilities HEBE 29,181 -
CURRENT LIABILITIES ,,.biﬂﬁf
Trade and other payables JE A BR SR K EL th B A5 5R0B 19 259,448 98,025
Lease liabilities fﬁ‘?’é & 15,883 =
Contract liabilities AHEE 419 528,652
Amounts due to related parties J"E‘ H RAE AL 25 396 92,467
Borrowings B 20 67,856 295,307
Tax payable JE 1~ 5 18 91,989 20,430
435,991 1,034,881
Total liabilities =Ri¢ b 465,172 1,034,881
Total equity and liabilities ExRkBEHEE 1,826,164 1,693,549

FHRE R R A B AR 2K FE B2 BE P B
At — R o

The above unaudited condensed consolidated statement of financial
position should be read in conjunction with the accompanying notes.

HEEREEARLRA | —2-NFHHERSE 23



UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AEEBEEHHGAEZZER

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

Attributable to owners of the Company

KATEE AEL
Share capital Reserves Total
R @& wzE
(Note 21) (Note 22)
(BfsE21) (MF5E22)
HK$'000 HK$'000 HK$'000
BETIT BT BT
As at 1 January 2018 RZE-—NF—H—H 27,681 764,486 792,167
Loss for the period NEA BT - (111,608) (111,608)
Other comprehensive loss HEib2mEEE = (7,931) (7,931)
Total comprehensive loss for AEAZHEEEARE
the period — (119,539) (119,539)
Transactions with owners: BEEBANRS :
Issue of share options under share RIEE ST 8317
option scheme AR N - 65,469 65,469
= 65,469 65,469
As at 30 June 2018 RZZE—-—NFAA=1+H 27,681 710,416 738,097
As at 1 January 2019 R-ZE—hF—H—H 29,181 629,487 658,668
Profit for the period 7N HR 4 ) - 321,532 321,532
Other comprehensive loss Hibh 2 HEEE - (13,264) (13,264)
Total comprehensive income for  AHI2E UK 58
the period - 308,268 308,268
Transactions with owners: EEFTANRS :
Recognition of share-based RUARR AR B 1 2 B
compensation - 4,056 4,056
Issue of ordinary shares, net of BITEBR (IR ZRA)
transaction costs 2,366 387,634 390,000
2,366 391,690 394,056
As at 30 June 2019 R=ZB—-hFERA=1+H 31,547 1,329,445 1,360,992

The above unaudited condensed consolidated statement of changes
in equity should be read in conjunction with the accompanying notes.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
AEEBCEHHGAHRERE

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

Six months ended 30 June
BZA~BA=1tHIEXEAR

2019 2018
—E—hE —E-N\F
HK$'000 HK$'000
BT T BT T
cash flows from operating activities RETHFEEZRESRE
Cash generated from/(used in) operations REEBELS/ (BRA)Z2H: 96,374 (70,656)
Income taxes paid B FEH (15,287) -
Net cash generated from/(used in) operating K& EBRELE (EH) 2
activities REFHE 81,087 (70,656)
Cash flows from investing activities RETHRELEZEHESRE
Interest received 2 U & 2,358 572
Proceeds from sale of property, plant and LEWME  BENREREHE
equipment - 4
Purchase of property, plant and equipment BEWE  BERRE (1,516) (94)
Other investing cash flows HEMig&EBRERE - 138
Net cash generated from investing activities REEZBFEL 2R EFH 842 621
Cash flows from financing activities METBMEEZRERE
Proceeds from issue of ordinary shares BT L BRFTISRIE 390,556 -
Payment for transaction costs of issue of BITEBR 2R PR
ordinary shares (556) =
Advances from related parties KEBEBEALZER - 36,696
Proceeds from borrowings B RPTISRIE - 44,787
Repayments of advance from related parties EBREEEAT 2B (90,578) —
Repayments of borrowings BEEBR (227,444) =
Payment of lease liabilities HEBERMNK (6,071) -
Interest paid BERFE (4,699) =
Net cash generated from financing RMETBRMELEZESFE
activities 61,208 81,483
Net increase in cash and cash equivalents B&RBESEEZEINFE 143,137 11,448
Cash and cash equivalents at beginning of the HyeRERBESEE
period 158,528 39,169
Effects of exchange rate changes on cash and EXSHEREFREFEHL
cash equivalents o (5,239) 1,005
cash and cash equivalents at end HRZRESRRSEE
of the period 296,426 51,622

The above unaudited condensed consolidated statement of cash flows bl R &R EAZ BB 475 & I8 & 7 = 2% JE EA [ B P 5
should be read in conjunction with the accompanying notes. —FBE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

x

T4 S A B 35 B W AR

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

26

GENERAL INFORMATION

Huanxi Media Group Limited (the “Company”) was incorporated
in Bermuda as an exempted company with limited liability and
its shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The address of the
registered office of the Company has been changed to Victoria
Place, 5th Floor, 31 Victoria Street, Hamilton HM10, Bermuda
with effect from 15 July 2019 and its principal place of business
in Hong Kong is 11th Floor, Far East Finance Centre, 16 Harcourt
Road, Admiralty, Hong Kong.

The Company is an investment holding company and film
investment company and its subsidiaries are principally engaged
in media and entertainment related businesses, and provision of
property agency related services.

The unaudited condensed consolidated interim financial
information of the Company and its subsidiaries (collectively
referred to as the “Group”) is presented in Hong Kong dollars
("HK$"), unless otherwise stated.

This unaudited condensed consolidated interim financial
information were approved for issue on 14 August 2019.

—REH
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REREFAMK L EREBRAR - HR
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

2 BASIS OF PREPARATION 2 mEEE
This unaudited condensed consolidated interim financial WEBE_ZT-NFAA=THILEREARAZ
information for the six months ended 30 June 2019 has been REEZEREERHAVBEERERERS
prepared in accordance with Hong Kong Accounting Standard SHMAEMEMHNB BT ER ((BEE
("HKAS") 34 “Interim Financial Reporting” issued by Hong Kong HZERI]) B34 5% [P HABF 75 3R 5 | Rt 32 P %
Institute of Certified Public Accountants as well as with the FH EmAR (T EMmRAD) M &+ S8 2 &
applicable disclosure requirements of Appendix 16 to the Rules REBERERE -

Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

The unaudited condensed consolidated interim financial REEZERGEE PRV BERLNBIESF
information does not include all the notes of the type normally EMBHRE—RBENNESENE - Bt
included in an annual financial report. Accordingly, the unaudited REEZERGEE PP B ER ERBEE
condensed consolidated interim financial information is to be B BmEER ((EAEMBREER]) FR
read in conjunction with the annual report for the year ended MBE—ZT-—N\F+_A=+—HILEFEZ
31 December 2018 which have been prepared in accordance FERESURARATRBE_ZE—NLF A
with Hong Kong Financial Reporting Standards (“HKFRS") and =T RIEREAANEGOERNARASE —0F
any public announcements made by the Company during the six B3E o

months ended 30 June 2019.

The accounting policies adopted are consistent with those of Fifa ez st BUR BTN BT E RIEER
the previous financial year and corresponding interim reporting PEIR SRR A SRR — 8 T
period, except for the adoption of new and amended standards X FTEL B ER AN T RT R ASAS RT ZERIBR AN o

as set out below.

3 ACCOUNTING POLICIES 3 BFHEXE

(A) NEW AND AMENDED STANDARDS (A) REBE R ZHET RALERT LR
ADOPTED BY THE GROUP
A number of new or amended standards became LI S AE R ERE AR AR ER -
applicable for the current reporting period, and the BASEARMNE AV B RELELE 16
Group had to change its accounting policies and make SRIHEMAESE HertlE kELHE
retrospective adjustments as a result of adopting HKFRS WP o
16 “Leases”.
The impact of the adoption of the leasing standard is EMEEERMFZER T XM E3B) &
disclosed in Notes 3(B) and 4 below. The other standards AP R - HAb RIS RS E g 5T ER
did not have significant impact on the Group’s accounting WEEBATE  NEHAELEBPHAE -

policies and did not require retrospective adjustments.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RBELEHALGS A E R MG

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

3 ACCOUNTING POLICIES (Continued)

(B) NEW STANDARDS, AMENDMENTS TO
STANDARDS AND INTERPRETATION THAT
HAVE BEEN ISSUED BUT ARE NOT
EFFECTIVE

The following new standards, amendments to standards
and interpretation have been issued, but are not effective
for the Group's financial year beginning on 1 January 2019

3 BREEGE)

(B) EMEM{ER RER 2 H A -
EAMERT R2E

THIFTRT R - ERAER] R BEC R
i BERAEEBE-_T—NF—HA—H
Fia < MFRE WAL - BRERSE

and have not been early adopted: R
Effective for
annual periods
beginning on or after
AULT BHIER
ZERBZ
FEHBER
HKAS 1 and HKAS 8 (Amendments) Definition of material 1 January 2020
BEREHEANZ 1R RBB S ER E-WN:OE —E-ETF—-H—H
F 85k (BFT )
HKFRS 3 (Amendments) Definition of business 1 January 2020
BB B E 2R E 35 (BFTA) EBNER —T_FF—-H—H
Conceptual Framework for Revised conceptual framework for 1 January 2020
Financial Reporting 2018 financial reporting
—E - \EHBREHSESLE BBV B REBER —ZET-_TF—-H—H
HKFRS 17 Insurance contracts 1 January 2021
BB R ELERE 75 REE R —E=-—%—H—H
HKFRS 10 and HKAS 28 (Amendments) Sale or contribution of assets between an To be announced
investor and its associate or joint venture
AN B ImEERE 109 R REEHABENASEERE SN
BB TR E 2858 ((BFTA) ZENEEHENHE

There are no other standards and interpretations that are not yet
effective and that would be expected to have a material impact
on the entity in the current or future reporting periods and on
foreseeable future transactions.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

4 CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 16
“Leases” on the Group's financial statements and discloses the
new accounting policies that have been applied from 1 January

2019 in Note 4(B) below.

The Group has adopted HKFRS 16 retrospectively from 1 January
2019, but has not restated comparatives for the 2018 reporting
period, as permitted under the specific transitional provisions
in the standard. The reclassifications and the adjustments
arising from the new leasing rules are therefore recognised in
the opening unaudited condensed consolidated statement of

financial position on 1 January 2019.

(A) ADJUSTMENTS RECOGNISED ON ADOPTION

OF HKFRS 16

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as ‘operating leases’ under the principles of
HKAS 17 “Leases”. These liabilities were measured at the
present value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate as of 1
January 2019. The weighted average lessee’s incremental
borrowing rate applied to the lease liabilities on 1 January

2019 was 3.82%.

The measurement principles of HKFRS 16 are only applied
after that date. The remeasurements to the lease liabilities
were recognised as adjustments to the related right-of-use

assets immediately after the date of initial application.

HEEREEARLRA | —2-NFHHERSE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RBELEHALGS A E R MG

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

4 CHANGES IN ACCOUNTING POLICIES 4 EBFBEREH (2
(Continued)
(A) ADJUSTMENTS RECOGNISED ON ADOPTION g Mt AEEH|E16%
OF HKFRS 16 (Continued) el E_ﬂgﬁﬁj %%j*"ﬁﬁ (L
HK$'000
BT T
Operating lease commitments disclosed RZE—N\F+ZA=+—HBEEZ
as at 31 December 2018 KT S AR 35,577
Discounted using the lessee’s incremental FRABARVIGERBHMNEE
borrowing rate at the date of initial application & ZXF| R 778438 (2,134)
Exemption for short-term leases HRHHER S (3,540)
Lease liabilities recognised as at 1 January 2019 R—ZE— WG — A —HERZHEEE 29,903
Of which are: H a4
Current lease liabilities ENEEEAE 8,899
Non-current lease liabilities JERNEAEE AR 21,004
29,903

The associated right-of-use assets were measured at
the amount equal to the lease liabilities, adjusted by the
amount of any prepaid or accrued lease payments relating
to that lease recognised in the consolidated statement
of financial position as at 31 December 2018. There were
no onerous lease contracts that would have required an
adjustment to the right-of-use assets at the date of initial
application.

The recognised right-of-use assets related to the following
types of assets.

HEERREEDZEEAEREEAR
MEBEAE  UER _F—N\F+_H
=+ - BEKS P B HRER AR
ZIAHERENEARN SR EEN
REBETHAE - NBERBH - 8%
BANEREEEFLRABNBREM

AE A\
E&54 -

RHERNEREEERATENEER

o

ol

30 June 1 January

2019 2019

—E-hF —ZT-NF

~A=1+H —H—H

HK$'000 HK$'000

BT T BT T

Properties LES 44,520 29,864
Equipment BiLi:] 28 39
Total right-of-use assets FREEEBRE 44,548 29,903

The change in accounting policy affected the following
items in the opening unaudited condensed consolidated
statement of financial position on 1 January 2019:

o right-of-use assets — increase by HK$29,903,000; and

o lease liabilities — increase by HK$29,903,000.

R-B—NE—F—B  GHBRREH
Y8 TR EERERRA B BR
REXER -

e  EREEE—IEINMBE 29903000
7T &

o  FAEBE—-HINER 29,903,000 T °
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 HZE — T —hFNA=1+HIL/NEA

4 CHANGES IN ACCOUNTING POLICIES
(Continued)

(A) ADJUSTMENTS RECOGNISED ON ADOPTION
OF HKFRS 16 (Continued)

Practical expedients applied

In applying HKFRS 16 for the first time, the Group has
used the following practical expedients permitted by the
standard:

o the use of a single discount rate to a portfolio of
leases with reasonably similar characteristics;

o the accounting for operating leases with a remaining
lease term of less than 12 months as at 1 January
2019 as short-term leases,

o the exclusion of initial direct costs for the
measurement of the right-of-use asset at the date of
initial application; and

o the use of hindsight in determining the lease term
where the contract contains options to extend or
terminate the lease.

The Group has also elected not to reassess whether
a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before
the transition date, the Group relied on its assessment
made applying HKAS 17 and HK(IFRIC)-Int 4 “Determining
whether an Arrangement contains a Lease”.

HEEREEARLRA | —2-NFHHERSE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

xR

ELERESPHMFEENMEE

For the six months ended 30 June 2019 HZE — T —hFE A=+ HILNEA

4 CHANGES IN ACCOUNTING POLICIES
(Continued)

32

(B) THE GROUP’S LEASING ACTIVITIES AND

HOW THESE ARE ACCOUNTED FOR

As a lessee, the Group's leases are mainly rentals of office.
Rental contracts are typically made for fixed periods of 3
years. Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions.
The lease agreements do not impose any covenants, but
leased assets may not be used as security for borrowing
pUrposes.

until the 2018 financial year, leases of property, plant and
equipment was classified as operating leases. Payments
made under operating leases (net of any incentives
received from the lessor) were charged to profit or 10ss on
a straight-line basis over the period of the lease.

From 1 January 2019, leases are recognised as right-of-
use assets and corresponding liabilities at the date at
which the leased asset is available for use by the Group.
Each lease payment is allocated between the liability and
finance cost. The finance cost is charged to profit or loss
over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability for
each period. The right-of-use asset is depreciated over the
shorter of the asset’s useful life and the lease term on a
straight-line basis.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities include
the net present value of the fixed payments (including
in-substance fixed payments), less any lease incentives
receivable.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be determined,
the lessee’s incremental borrowing rate is used, being the
rate that the lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value in a similar
economic environment with similar terms and conditions.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 HZE — T —hFNA=1+HIL/NEA

4 CHANGES IN ACCOUNTING POLICIES 4 BITBREE(E)
(Continued)
(B) THE GROUP’S LEASING ACTIVITIES AND (B) AEENHEETHRZEZTEHH
HOW THESE ARE ACCOUNTED FOR ABRFR (&)
(Continued)
Right-of-use assets are measured at cost comprising the FREEEERRAGE  BRENATSE:
following:
e the amount of the initial measurement of lease . HEBGEMNVITEERE
liabilities;
e any lease payments made at or before the e  FE B HIS 2 Rl ATVERY £ A
commencement date less any lease incentives ENFZ - RERMBERMEREE
received; and BE K
e anyinitial direct cost. e  [EHVIREEAR -
Payments associated with short-term leases are ERE HAH BN N A B AR B
recognised on a straight-line basis as an expense in profit FHERARY - KHHEEREHEEHA12ME
or loss. Short-term leases are leases with a lease term of A ERGmEE -

12 months or less.

5 ESTIMATES 5 {43t
The preparation of interim financial information requires NP HPBEERE EBEARELHTE
management to make judgements, estimates and assumptions SHBENEAAREERGEREEZHNZ
that affect the application of accounting policies and the MEERNHE - Bt RBE - -ERERAT /L
reported amounts of assets and liabilities, income and expense. BRI ZEME - RREEARREEZEAEL
Actual results may differ from these estimates. In preparing AR BERE TEENERTSEES
this unaudited condensed consolidated interim financial BT BUR B 1E D 89 5 K 2 B I Al 51 SR E M /Y
information, the significant judgements made by management BRERREASEBEZE T - \F+_H4
in applying the Group’s accounting policies and the key sources = +—HIEFEMNRE MBS RERERERR -

of estimation uncertainty were the same as those that applied to
the consolidated financial statements of the Group for the year
ended 31 December 2018.
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6

34

FINANCIAL RISK MANAGEMENT

6.1

6.2

FINANCIAL RISK FACTORS

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk and
interest rate risk), credit risk and liquidity risk.

The unaudited condensed consolidated interim financial
information does not include all financial risk management
information and disclosures required in the annual
financial statements, and should be read in conjunction
with the Group's annual financial statements for the year
ended 31 December 2018.

There have been no changes in the Group's risk
management policies since 31 December 2018.

FAIR VALUE ESTIMATION

(i)  Fair value hierarchy

This section explains the judgements and estimates
made in determining the fair values of the financial
instruments that are recognised and measured at
fair value in the financial statements. To provide an
indication about the reliability of the inputs used in
determining fair value, the Group has classified its
financial instruments into the three levels prescribed
under the accounting standards. An explanation of
each level follows underneath the table.

There were no transfers between levels 1, 2 and 3
for recurring fair value measurements during the six
months ended 30 June 2019.

The Group'’s policy is to recognise transfers into and
transfers out of fair value hierarchy levels as at the
end of the reporting period.

6

B E R EE

6.1

6.2

Bt %5 R B R 3=

AEBNEBAZSBHIEAR - W5
Rk (BEMNERR RFERAR) - FE
Rk KnE & & E g

REBZEREE P EER AL ED
A ABNFER BRI BRR
EREMERE AEREASEHEC
T N\F+-_A=1t—"HLEFEZHFE
BIRS$RR —HTBOE -

B=F-N\FE+=A=+—BI% &
KENOAREERELRETED -

AT
(i) RFEEBRE

ZN:N RN R R R
EBRAFEFENERIARF
BB FTIE M H B M b5 - BT
HEBEBEE X FEMAEASE
ZASMHER AKBECDRES
HARERESRTES =@
FW e BERNTRAETEAL -

BE_T-AFRA=THLRX
BA EF & F_B/ERE=
MzRALEREEFERFEFE
EITEE -

AEEBRE RN RE R
AFHERBRANEAREHER
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

6 FINANCIAL RISK MANAGEMENT (Continued)

6.2 FAIR VALUE ESTIMATION (Continued)

(i)

Fair value hierarchy (Continued)

Level 1:

Level 2:

Level 3:

The fair value of financial instruments
traded in active markets (such as publicly
traded derivatives and equity securities) is
based on quoted market prices at the end
of the reporting period. The quoted market
price used for financial assets held by
the Group is the current bid price. These
instruments are included in level 1.

The fair value of financial instruments that
are not traded in an active market (for
example, over-the-counter derivatives) is
determined using valuation techniques
which maximise the use of observable
market data and rely as little as possible on
entity-specific estimates. If all significant
inputs required to fair value an instrument
are observable, the instrument is included
inlevel 2.

If one or more of the significant inputs is
not based on observable market data, the
instrument is included in level 3. This is the
case for unlisted equity securities.

HEEREEARLRA | —2-NFHHERSE

6

B mEREE (F
6.2 NFEME (&)

(i)

RPEREERE (E)

F-R: EEBRTHLEENS
BMITAMNAREERNTE
TARBRARER) QT

g

For

BN HREHRRNT
BREETE - AKBERR
RERMEERANDS
BEARERERE -
FTAFHAE &~

AEERMS FEEN
& @t T A (55T E
TR)MAFERRBHE
HEBE -REEES
AEERBAUBREMS
Bk YERAIBETAE
EREFEMET - Mt &
TARFEMENEAX
W ABIERS A B A
Z TR AE -

AR ZEEREA

BBYFEURBRT 5
BEAER AZTA
AAABE = WL
MRAFEZME E~ L
I °

35



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

6 FINANCIAL RISK MANAGEMENT (Continued) 6 BtEBERE (&)
6.2 FAIR VALUE ESTIMATION (Continued) 6.2 AFEME(E)
(i)  Fair value measurements using significant (i) HAEAXTTHEBAEIZET

unobservable inputs (level 3) RFEFNE (F=4)
The following table presents the changes in level 3 TRIBVWEBHE_ZT—-—NFNA
instruments for the six months ended 30 June 2019: = tHIEAEAE=RTANE

& :

Financial assets
at fair value
through
profit or loss
BRAFE
FABEZ
SHMEE
HK$'000
BT
Opening balance as at 31 December 2018 RKR_-Z— \F+_-A=+—HWOHVLE% -
Acquisition of film and TV programme rights U & & & & T 4% Bl i hE 27,405
Closing balance as at 30 June 2019 RZE—NFEARNA=+HMNERES 27,405
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EN LR AL

A o HA B 35 R B 5E

For the six months ended 30 June 2019 H & — =

j‘LﬂE/\H +E|_|J:/\{.H

7 REVENUE AND FILM INVESTMENT INCOME 7 WRREEFEREWA
An analysis of the Group’s revenue and film investment income A AEEH WG R EFIEERA (5 H
for the period, net of sales related tax, is as follows: ERBTIE) o
Six months ended 30 June
BZEAB=+HILXEA
2019 2018
—E-NEF — N\
HK$'000 HK$'000
BEET T BT T
Revenue derived from content production AABREE AR s
— Sublicensing and sales of film and TV —IEREEEEFXR
programmes rights TR B R 254,881 6,196
— Share of box office revenue —DEEERE 810,185 -
Film rights investment income BEXMERERA - 78,552
Other media related revenue i BE AR B W e 3,914 -
Property agency commission and service REBNERERE R
income in Hong Kong PR 75 WA - 240
1,068,980 84,988
8 SEGMENT INFORMATION 8 oHWEHR
The chief operating decision maker (“CODM") has been identified HITEFEW E& AAEELERRE (X2
as the executive directors who review the Group’s internal gEREE])  AEFERHISBNRNIBRE -

BEEREEARAA | =

reporting in order to assess performance and allocate resources.
The CODM has determined the operating segments based on
these reports.

The CODM assesses the performance based on a measure of
profit/(loss) before income tax and considers all businesses to
be included in a single operating segment.

The Group's operations are currently organised into one
reportable segment which is investment in film and TV
programmes rights. Other segments do not meet the reportable
segment threshold and are thus not separately included in the
reports provided to the CODM. The results of these operations
are included in the “others” column.

—NERHH/E

aEaﬂE%fﬁ)& PRRER - TBRERKE

ERBEZEREEELEDH -

TERERREENBRAEHEN, (8
B)HERE  YEZHAAE KL D EH
FTBE R -

AEBENKEXRBRERA—ERIZ2HD 0 -
AEZRERBIRERE - EtD B ATE
T%i&“*ﬁﬂ’]?ﬁxi UL AR T
BRERARENRETEFEY - ZFX

i%ﬂ@%%ﬁa#kfﬁi\fmv\]
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

8 SEGMENT INFORMATION (Continued) 8 WER(E
The following is an analysis of the Group'’s revenue and results AEBIZKERZER D EBME 5 2 W &
by operating and reportable segments: XESWWT :
Six months ended 30 June

HZAB=tHLEAMEA
Investment in film and

38

TV programmes rights Others Consolidated
EYRERBINERS Hitr ge
2019 2018 2019 2018 2019 2018
“E-hE ZE-\F ZB-AE ZE-\§ ZE-hf T\
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT  B%TT BT A%Tr  B%Tn B%Tx
Segment revenue Pz
Sublicensing and sales of film and PRREEEF R
TV programmes rights SREIRE 254,881 6,19 - - 254,881 6,19
Share of box office income MERBERA 810,185 - - - 810,185 -
Film rights investment income BEMEREWRA - 78,552 - = - 78,552
Other media related revenue ey Bl 3914 - - - 3914 -
Property agency commission and REBNNERERS
service income in Hong Kong RERBHA - - - 240 - 240
1,068,980 84,748 - 240 1,068,980 84,988
Timing of revenue recognition KR A
At a point in time B 1,068,980 6,196 - 240 1,068,980 6,436
Segment profit/(loss) A #E/ (E8) 444,763 (4,629) ) (399) 444,759 (5,028)
Unallocated corporate expenses KARZERT (34,208) (96,091)
Finance costs, net HBER  FE (105) (10,489)
Profit/(loss) before income tax BRETER RS/ (BE) 410,446 (111,608)
Income tax expense FiEHRAX (88,914) -
Profit/(loss) for the period REER/ (B8) 321,532 (111,608)
Other information (included in HiER (Gt A2 8RR/
measure of segment profit/(loss)  (&#8))
Other income A A 8,375 73 - 11 8,375 84
Depreciation of property, plantand ~ #91% - BEREEZNE
equipment (695) (951) (1) (1) (696) (952)
Depreciation of right-of-use assets ~ FREEEZITE (1,160) - - - (1,160) =
Amortisation of intangible assets BYEEC &R (2,418) (2,390) - - (2,418) (2,390)
Amortisation of film and EYREREIREL
TV programmes rights 2 (602,238) (67,615) - - (602,238) (67,615)

All of the segment revenue reported above was derived from

external customers.

X EHRZAADEREAREINBES
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 HZE — T —hFNA=1+HIL/NEA

8 SEGMENT INFORMATION (Continued)

The accounting policies of the operating segments are the
same as the Group’s accounting policies described in the
annual consolidated financial statements for the year ended 31
December 2018. Segment profit/(loss) represents the profit/(10ss)
from each segment without allocation of unallocated corporate
expenses, finance costs, net and income tax expense. This is
the measure reported to the CODM for the purposes of resource
allocation and performance assessment.

SEGMENT ASSETS AND LIABILITIES

The following is an analysis of the Group’s assets and liabilities
by reportable segments:

8

Investment in film and

TEER (E)

REDHAAZERREARERNBE
E-N\FT+_A=+—"BHLFEZFERE
BRI 2 SETREAR -2 a8
B)ESSBEERN (BE)  BAXESER
DREERS  MBER FREAEHAX
RS RERRFHERAMAEZLER
REERNFERR -

SN
okk

PEERERE

B2 RH BEH 2 AEBEERABS;
M

TV programmes rights Others Consolidated
=S RERR
[ERE Hetr =4
30 June 31 December 30 June 31 December 30 June 31 December
2019 2018 2019 2018 2019 2018
—E-N\E Z2-N\E “E-N\E
—E-1E +ZA ZE-hE +=Z7 ZE-nE +=A
~NA=TH =t—-H A~A=TH =t—-B R~A=tH ==
HKS'000  HKS000  HKS'000  HKS000  HK$'000  HKS(000
BETT BETT BETT BETT BETT BETT
ASSETS BE
Segment assets PEAE 1,682,584 1,685,455 17 182 1,682,701 1,685,637
Unallocated assets AREE 143,463 7.912
Total assets BEHT 1,826,164 1,693,549
LIABILITIES f&
Segment liabilities NHEE (370,438) (786,380) (3,898) (3,959) (374,336) (790,339)
Unallocated liabilities K*PEEE (90,836) (044,542)
Total liabilities BEAE (465,172)  (1,034,881)
Additions to non-current assets * EEERBEE" 37,581 28117 - =
* Other than financial assets and deferred tax & TEREEHEENELERIE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 HZE — T —hFE A=+ HILNEA

8 SEGMENT INFORMATION (Continued) 8 oWER(E)

SEGMENT ASSETS AND LIABILITIES (Continued) PHEEREE(E)

For the purposes of monitoring segment performances and RERSHRARESBEDEEIR

allocating resources between segments:

- all assets are allocated to reportable segments other - FMBEESREVUERII EETY
than certain property, plant and equipment, certain other ¥ HWERRE BTEMEBERKIER
receivables and certain cash and cash equivalents; and ETHReRRSFERIN &

- all liabilities are allocated to reportable segments other - MMEBBESEZEVEZHmHE VEEJFH
than certain other payables, amount due to related parties, o FEA SRR ~ BT EEE A 3B - B
borrowings and certain tax payable. K& T RN TIERR N

40 HUANXI MEDIA GROUP LIMITED | Interim Report 2019



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

x

ELERESPHMFEENMEE

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

9

EXPENSES BY NATURE

9 BRUHEHSDZEAX

Six months ended 30 June
BZA~<B=1+HILAEA

2019 2018
—E-NEF —T-N\F
HK$'000 HK$'000
BET T BT T
Employee benefit expenses (excluding EERARAEZ (TRIEEEFH B
directors’ remuneration and share-based N ARAD B ETE 2 3 )
compensation) 20,674 17,449
Directors’ remuneration (excluding share- BEEHMCIREIEARG B
based compensation) B2 FH ) 6,409 6,122
Share-based compensation VAR 7 7 LB 2 35 B
- Directors —F3 - 41,921
- Employees —EE8 4,056 23,548
Depreciation e
- Property, plant and equipment —W% - BEREE 1,199 1,548
- Right-of-use assets —(EREEE 5,885 -
Legal and professional expenses FERBEEER 3,348 6,596
Travelling and entertainment expenses 2= iR K e BN =2 4,393 2,947
Advertising and marketing expenses FEE N SHR 6,618 77
Amortisation of intangible assets BB E 2B 2,418 2,390
Amortisation of film and TV programmes rights T 52 & T 1% Bl i i 2 & £ 602,238 67,615
Commission expense on property agency MEREREZHAX - 69
Operating lease payments in respect of office  ##/A = 1) % K 48 EN# 48 &
premises and photocopying machines HERR - 7,695
Auditors’ remuneration 1% SR BN & 1,038 -
Short-term lease expenses EHAERY 2,508 -
Other expenses HMmAx 6,328 7,590
Total cost of revenue, selling and distribution Yzt 2 AR ~ $5E Ko $EAK A
costs and administrative expenses AR AT ER A % 4B 58 667,112 185,567
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For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

10 INCOME TAX EXPENSE

11

42

10 FriSBipaX

Six months ended 30 June
BEAXA=1tHIEAREAR

2019 2018
—E-hF —E-)N\F
HK$'000 HK$'000
BT T BT
Current income tax expense BUEAFT1S R 2
— The PRC corporate income tax — B EFTSH 73,627 —
- The PRC withholding tax — R B TE AR 15,287 =
88,914 -

Under the Law of the People’s Republic of China (the “PRC")
on Corporate Income Tax (the “CIT Law”) and Implementation
Regulation of the CIT Law, the tax rate of the PRC subsidiaries is
25% from 1 January 2008 onwards.

According to applicable tax regulations prevailing in the
PRC, income of a foreign company derived from a company
established in the PRC are generally subject to a 10% withholding
tax.

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for both periods. No provision for Hong
Kong Profits Tax has been made in the unaudited condensed
consolidated interim financial information as the relevant group
entities incurred tax losses. No overseas profits tax has been
calculated for the Group companies that are incorporated in the
British Virgin Islands or Bermuda as they are exempted from tax
(for the six months ended 30 June 2018: same).

DIVIDENDS

Neither dividends were paid, declared or proposed for the six
months ended 30 June 2019 and 2018, nor has any dividend
been proposed since the end of both reporting periods.

1

RBHEARLKNME ((HE]) EERBERE
(TEEMBBE] REXMBBUAE RIS -

“EENEF-A-BE TEHBAFZ
PR £525% °

RBEFBERTOERRBER  INEEER
B 5 B AR S 1b 3 R U A R H R AR 10% HY
B -

M AR 2 BB M S BG4 ff 5t FE SR B0 A
Z165% T RETH - HNAESEERELN
HER RABEBRNREEZERALEE T R
BERARBBFEHIEL B - R ER
B#e SHMERREABEBARBEERAR
EREMA 2 RE AR EBINIGEH (BE
“E-N\FRA=THILRMEAR : HRA) -

Hﬂ /%s

BHE_Z—NFE-_ZT—N\FA=+HIt
NME A WEIRS - EIRSGERRTEMRE
mEZMEREHERE  TEEZRME

Al IR B o
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

12 EARNINGS/(LOSS) PER SHARE

(A) BASIC

(B)

Basic earnings/(loss) per share is calculated by dividing
the profit/(loss) attributable to owners of the Company,
excluding any costs of servicing equity other than ordinary
shares by the weighted average number of ordinary shares
outstanding during the six months ended 30 June 2019 and
2018.

12 BRERN, (BHE)
(A) E&

FRERRRN,(BER) DEAREES
ANEEEF, (B18) (TR 1E % @RIA
ShZ ERMX N EERA) EREBE—F
—NER-ZE-NFRA=TH LKA
AREBZTERRZNEFHEEE -

Six months ended 30 June
BZA<AB=1+HILAEA

2019 2018
—E-hF —T-N\F
Profit/(loss) attributable to owners of the R A EIEA AL F], (E518)
Company (in HK$'000) (BT T) 321,532 (111,608)
Weighted average number of ordinary BT ESRERRF ()
shares for basic earnings/(loss) 2 R niE 8 (FR)
per share (in thousands) 3,052,695 2,768,055
Basic earnings/(loss) per share (HK dollar) &MRERERF], (EE) B T) 0.11 (0.04)

DILUTED

The computation of diluted earnings per ordinary share
for the six months ended 30 June 2019 does not assume
the exercises of the Company’s outstanding share options
during the period ended 30 June 2019 since their exercise
prices are higher than the average market prices of the
shares during the period. Accordingly, diluted earnings per
ordinary share is the same as basic earnings per ordinary
share for the six months ended 30 June 2019.

The basic and diluted loss per share for the period ended
30 June 2018 are the same because the effect of the
assumed conversion of all dilutive potential ordinary
shares outstanding during the six months ended 30 June
2018 was anti-dilutive.

HEEREEARLRA | —2-NFHHERSE

(B) #E

Rt BBE_F-NAFA=1THLX
Az BT RREERNE - WRE
BRRBE_ZE-NFARA=THIHHE
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Wit BE-_T-AFARA=ZTHLER
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For the six months ended 30 June 2019 HZE — =

13

14

15

44

ELERESPHMFEENMEE

j‘LﬂE/\ﬂ +E|_|J:/\{.)E]

MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2019, the addition of
property, plant and equipment of the Group was HK$1,686,000
(for the six months ended 30 June 2018: HK$3,843,000).

During the six months ended 30 June 2019, the Group disposed
of certain property, plant and equipment with an aggregate
carrying amount of HK$165,000 for proceeds of HK$170,000,
resulting in a gain on disposal of HK$5,000 (for the six months
ended 30 June 2018: loss of HK$2,000).

Depreciation of approximately HK$1,199,000 (for the six months
ended 30 June 2018: HK$1,548,000) is charged in administrative
expenses in the unaudited condensed consolidated statement
of profit or loss and other comprehensive income.

MOVEMENTS IN RIGHT-OF-USE ASSETS

During the six months ended 30 June 2019, the addition of right-
of-use assets of the Group was HK$20,876,000. Depreciation of
approximately HK$5,885,000 (for the six months ended 30 June
2018: nil) is charged in administrative expenses in the unaudited
condensed consolidated statement of profit or loss and other
comprehensive income.

INTANGIBLE ASSETS

The intangible assets represented software development cost
for the Group's streaming platform and the costs incurred for
application of respective licenses in the PRC. Its useful life is five
years.

13

14

15

Ek:l:fz j-LE'E/\H —f—Eﬂ:/\{.H ZJXE
BNz ME - BE RRERE 1,686,000
T(EE_Z-/\FRNA=ZTHILEANEA &
¥ 3,843,0007T) ©

BE_T-NFARNA=ZTHLAEA &%

EHERmEAS L RBEH16500T2ET
W% BE KRR PTSRIARE K 170,000
T AmMERS HE RSB ES5000T (BE—
T NFRA=THIERER : BEE 2,000
JT) °

PrEH B % 1,199,000 (BE T — NFX
A="THI1E/EA : #&%15480007T) 57 A
REBEZERGEERREMEZERERA
THAX -

EHEEESE

HE_Z-NAFANA=ZTHLEARHEAR &
|38 hn 2 5 FA#E & B /R 78 % 20,876,000 7T © #T
E 415,885,000 (B2 — \F A
=+HIEARBEA  T)EARKEEZGRHLELESE

BakEMPEKGRATHRFAX

BVEE

BENEEERARASERREFEELEZHE
HRERARNTEAFZEERBREELZ
A - HERFHRAE -

HUANXI MEDIA GROUP LIMITED | Interim Report 2019



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 HZE — T —hFNA=1+HIL/NEA

16 PREPAYMENT FOR FILM AND TV 16 EXRERBIREFRMNR
PROGRAMMES RIGHTS
30 June 31 December
2019 2018
—E-hF —E-N\F
ANA=+H +ZA=+—H
HK$°000 HK$'000
BET T BT
Prepayment for acquisition of film and TV W g E % & BR B M ETET 3k
programmes rights (Note) (FF5E) 357,841 358,248
Prepayment for film director’s fee (Note 25(B)) & &2 & )& & T8 15 5 (M1 5 25(B)) 11,960 11,974
369,801 370,222
Note: The prepayment for acquisition of film and TV programmes rights MaE - BB R BR B MRETEN FIE A S B 5 U E
represented the prepayment made by the Group to respective parties B RERBIMRER ST IEL 2B - %A
in relation to the acquisition of film and TV programmes rights. The NREEXAEEEEAEL REG B MRER
prepayment will form part of the contribution by the Group for the BrBHEE - WEFEZEBEREAREST
investment in the proposed film and TV programmes rights. The REREEBSRE—DHETE -

related terms of the acquisition will be further agreed between the
respective parties upon the signing of the acquisition agreements.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

17 FILM AND TV PROGRAMMES RIGHTS 17 EXRERBIRE
30 June 31 December
2019 2018
—E-hEF —ZE-N\F
ANRA=+H +TZH=+—H
HK$'000 HK$'000
BT T BT
Film and TV programmes rights completed B K2 B R ER B MRE 10,234 10,246
Film and TV programmes rights under BUER 2 B REREIRE
production (Notes a and b) (fizEa®b) 655,430 734,296
Licensed film and TV programmes rights EREEr RESRBIRE
(Note c) (fFEC) 27,205 18,077
692,869 762,619
Less: Ve
Current portion BN E &L (665,664) (744,542)
27,205 18,077
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

17 FILM AND TV PROGRAMMES RIGHTS
(Continued)

Notes:

(@)

As at 31 December 2018, included in the film and TV programmes
rights under production was a film right with production cost of
HK$428,074,000 in respect of the production of the film Crazy Alien (J&
HERIINE A) in the PRC.

As at 30 June 2019, included in the film and TV programmes
rights under production was a film right with production cost of
HK$218,536,000 in respect of the production of the film Lost in
Russia ([ %) in the PRC. On 26 February 2019, the Group entered
into an agreement with a company established in the PRC, Beijing
Joy Leader Culture Communication Co. Ltd (“Beijing Joy Leader”), as
the production house of the aforementioned film at a budgeted cost
of RMB380,000,000, including the production fee of RMB30,000,000
to Beijing Joy Leader, as well as the film director fee, producer fee,
screenwriter fee, actor fee to Mr. Xu Zheng, the non-executive director
of the Company, of RMB87,000,000.

The balance represented the Group's investments in film and TV
programmes right licenses. The Group acquired license rights from
independent third parties for broadcasting licensed films or TV
programmes series on its streaming platform or sublicensing the
license rights to other independent third parties.

HEEREEARLRA | —2-NFHHERSE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 HZE — T —hFE A=+ HILNEA

18 TRADE AND OTHER RECEIVABLES, DEPOSITS 18 EH&EEFA&EMEEH& RIE - BE

AND PREPAYMENTS R
30 June 31 December
2019 2018
—F-hE S
NA=+H +Z-A=+—H
HK$°000 HK$'000
BET T ST TT
Trade receivables FEH&BE*”
— Sublicensing and sales of film and TV APEMEEEF R
programmes rights BB R 132,758 2,946
— Film rights investment —BEXMRERE 128,329 136,225
— Other media related revenue — H fth (K A2 AR A U & 3,004 -
— Property agency commission and service — —REBHWERIEME
income in Hong Kong AR WA 349 349
264,440 139,520
Loss allowance EE R (257) (257)
264,183 139,263
Deposits e 6,317 6,219
Prepayments SELNE:S 36,724 1,575
Other receivables H b & W IE 92,403 229,856
399,627 376,913
Less: Amounts due within one year o FIE—F A EI A
shown under current assets MBEEZ SR (394,021) (371,305)
Non-current portion FERNER &L o 5,606 5,608
Trade receivables from sublicensing of film and TV programmes TIREFREGEREZEBRERBEER
rights are usually received within 180 days from the date of HE$ZM7HMZ H #2180 B A UL ER °

delivery of the master copy or materials.

48 HUANXI MEDIA GROUP LIMITED | Interim Report 2019



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

x

For the six months ended 30 June 2019 H & — =

18

TS 4RS A B 35 B WL AR

j‘LﬂE/\H +E|_|J:/\{.H

TRADE AND OTHER RECEIVABLES, DEPOSITS
AND PREPAYMENTS (Continued)

Trade receivables from film rights investment income are usually
received within 60 days after the completion of release of the
film in movie theatres according to the timing for settlement
schedule stipulated in the investment agreement.

For property agency business in Hong Kong, the Group allows
an average credit period of 60 to 90 days to property developers
upon completion date of relevant agreements whilst the
individual customers are obliged to settle the amounts upon
completion of the relevant agreements and generally no credit
terms are granted.

The ageing analysis of the trade receivables, net of loss
allowance, presented based on invoice date were as follows:

18 EWERFR

H At R KR
RENHK (&)

BEXRBRERAZ BRI E
TR ANGEERERNER
R 1% 60 B PJULER ©

RIE - BT

/

BIREKRE

e =

\

F)’E 70 8B, R

EAMEREERTE  ASERBEHE
TR EHRETHEERECEERTER
60290 R - M & A % P Bl Z& 50 48 B8 175 2 52 FX
RRERE W—MTERTEES-

MR (IR B EAER RERAHREIZ
BRic AT AR

30 June 31 December
2019 2018
—E-NEF —E-N\F
ANA=+H +ZA=+—H
HK$°000 HK$'000
BT T BT
0-30days 0£30H 256,418 139,170
31 - 60 days 31Z260H 1,774 -
- 90 days 61%E90H 2,957 -
91— 180 days 912180 H 1,926 93
Over 180 days 180 H A 1,108 -
264,183 139,263
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RBELEHALGS A E R MG

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

18 TRADE AND OTHER RECEIVABLES, DEPOSITS
AND PREPAYMENTS (Continued)

() OTHER RECEIVABLE PLEDGED AS SECURITY

As at 30 June 2019, the Group has pledged receivables
amounting to approximately HK$61,703,000 (as at 31
December 2018: HK$223,133,000) to a third party to obtain
borrowings amounting to approximately HK$61,226,000 (as
at 31 December 2018: HK$220,364,000) and has retained
late payment and credit risk. Thus, the Group considers
the held to collect business model to remain appropriate
for these receivables and continues measuring them at
amortised cost.

(1) FAIR VALUES OF TRADE AND OTHER
RECEIVABLES

Due to the short-term nature of the current receivables,

their carrying amount is considered to be the same as
their fair value.
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RZEBE-—NAFANA=1+H AEEE
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=+—H : #%223,133,0007T) A B E
& KA B 61,226,000 (R=ZF— )\ F
+ZA=+—8 : #%220,364,0007T)
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EWHEmMSNEEE - WEEREE
PR EETTET 2 o

e W B 3k I L 4 B W SR 2 A P
&

MR ENE R IR E M EE A B
FREERSASEREQFERR -

HUANXI MEDIA GROUP LIMITED | Interim Report 2019



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

19 TRADE AND OTHER PAYABLES

FE A BRI EL At B A4 7RO

30 June 31 December

2019 2018

—E-hF —ET-N\F

ANA=+A +=-—A=+—A”

HK$'000 HK$'000

BET T BT T

Trade payables FERTBR X 174,602 64,377
Other payables H e IR 27,927 15,208
Accruals EETE R 56,919 18,440
259,448 98,025

The carrying amounts of trade and other payables approximated

e R R E B RIEMREEREEL AT

their fair values. BERE -
The ageing analysis of the trade payables based on invoice date ERERERNEZHHARROITET
were follows:
30 June 31 December
2019 2018
—E-NEF —E-)N\F
ANRA=+H +TZH=+—H
HK$'000 HK$'000
BT T BT
0 - 30 days 0%30H 135,557 28,111
61 —90 days 61290H 5,361 =
91— 180 days 912180 H 644 17,685
181 - 365 days 1812365 H 18,525 5,630
Over 365 days 365 H A £ 14,515 12,951
174,602 64,377

HEEREEARLRA | —2-NFHHERSE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

20 BORROWINGS

20 f&RK

30 June 31 December
2019 2018
—E-hF —T-N\F
ANRA=+H +TZH=+—H
HK$'000 HK$'000
BT T BT

Other borrowings HAh ™R
Secured B 61,226 220,364
Unsecured E 6,630 74,943
Total borrowings B4 5 67,856 295,307

All borrowings are repayable within one year.

The secured borrowings are secured by other receivables
amounting to approximately HK$61,703,000 (as at 31 December
2018: HK$223,133,000).

For the borrowings, the fair values are not materially different
to their carrying amounts, since the interest payable on those
borrowings is either close to current market rates or the
borrowings are of a short-term nature.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

21 SHARE CAPITAL 21 BB
Number of
shares Share capital
R E [ &N
HK$'000
BT
Authorised: EE
Ordinary shares LiEAR
At 1 January 2018, 30 June 2018, 1 January R=-ZE—N\F—A—H =%
2019 and 30 June 2019, at HK$0.01 each —N\FARA=+tHB -ZZ2—h
F-—HA—BR=ZZE-NEARA
=+H8 SK@EEH¥001;t 50,000,000,000 500,000
Issued and fully paid: ERTRHBE:
At 1 January 2018 and 30 June 2018 RZFB-—NF—HA—RBRZ=Z
—N\FRA=TH 2,768,055,408 27,681
Issue of ordinary shares for cooperation H—ZELEBEIFMETL
with a film director (Note a) LB (MsEa) 150,000,000 1,500
At 1 January 2019 RZE—NF—HA—H 2,918,055,408 29,181
Issue of new shares in March 2019 R-ZT—AFE= AETHRMD
(Note b) (fF5ED) 236,600,000 2,366
At 30 June 2019 R-E—hhFEANA=1+H 3,154,655,408 31,547

Notes:

(a) During the six months ended 30 June 2018, the Group entered into
an agreement (“Agreement”) with Unigue Swift Limited (“Unique
Swift”) and Mr. Zhang Yimou (“Mr. Zhang"), whereby the Company
issued 150,000,000 ordinary shares to Unique Swift and pursuant to
which Unique Swift has conditionally agreed to procure Mr. Zhang to
provide the Company (or its designated group member) with certain
investment rights for the film and TV programmes to be produced by
Mr. Zhang or partially directed by Mr. Zhang within a period of 6 years.

(b) During the six months ended 30 June 2019, the Company entered
into the subscription agreement (“Subscription Agreement”) with
Maoyan Entertainment, pursuant to which Maoyan Entertainment
has conditionally agreed to subscribe for, and the Company has
conditionally agreed to allot and issue to Maoyan Entertainment,
236,600,000 ordinary shares (“Subscription Shares”) at the subscription
price of HK$1.6507 per Subscription Share (the “Subscription”). The
gross proceeds and net proceeds to be raised from the Subscription
are HK$390,555,620 and approximately HK$390,000,000 respectively.
The Subscription was completed on 19 March 2019.

HEEREEARLRA | —2-NFHHERSE

B

(@)

BE-_Z-N\FRA=THLEREAR £&EH
HEHERAR ([HR]) RREBREE ((RE
ED RSB ((HE]) @ &t - AR E R HES
Z££7150,000,000 i% & AL - M MEERE B R4t
REREREEECFHEAARAR A (HELHE
FERERER B A R) et iR st A BHEKE D i
RALSHENEZ RERBINE TIRERE -

HE-_ZT—NFAA=F+HIEXEA  KAA
BSMARIRGE T RE W ([RERZD) - Rt -
HRRLEEKHRERE  MAQRREEIK
R E R R IR LR T R R R D B 1.6507
T 2 R B 18 BD 3 K % 17 236,600,000 A% & 8 i%
(TRERDD ((REZHE]) - RESEMER
TH 4858 R F 58 7 Bl & 7 #5 390,555,620 7T & 497
#390,000,0007T - BEEEER T —NF=
BTHhAZK -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

22 RESERVES 22 #1E
Attributable to owners of the Company
L UNGiE 2PN
Share-based Accumulated
Share payment  Translation losses
premium reserve reserve (Note) Total
PR 5
REBAX 25t ER
R ME 2 B R e (BE) okl
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB BETT BETT BT BT
At 1 January 2018 R-E-N\E—H—H 1,974,993 = 57,376 (1,267,883) 764,486
Loss for the period A HEE - - - (111,608) (111,608)
Other comprehensive loss AHEMZAEEE
for the period - - (7,931) - (7,931)
Total comprehensive loss AH2EBERSE
for the period - - (7,931) (111,608) (119,539)
Transactions with owners: BREEANETZIRS
Issue of share options under R IEFE R AT B1%1T
share option scheme B - 65,469 - - 65,469
- 65,469 - - 65,469
At 30 June 2018 RZZE-NEXA=1+H 1,974,993 65,469 49,445 (1,379,491) 710,416
At 1 January 2019 RZE-N&E-A—-H 2,243,493 85,368 13,202 (1,712,576) 629,487
Profit for the period REDR A - - - 321,532 321,532
Other comprehensive loss AHEMZEER
for the period - - (13,264) - (13,264)
Total comprehensive (loss)/ A2 (&18) /i
income for the period ok - - (13,264) 321,532 308,268
Transactions with owners; SEEEAETZRS .
Recognition of share-based BRARNDBERZ
compensation ) - 4,056 - - 4,056
Issue of ordinary shares, netof /7L @R (KL 5
transaction cost R A) 387,634 - - - 387,634
387,634 4,056 - - 391,690
At 30 June 2019 R-ZE-NEXA=TH 2,631,127 89,424 (62) (1,391,044) 1,329,445
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

22 RESERVES (Continued)

22 f#E(E

Note: P &E -
The capital reserve arising from the group reorganisation represents the SEHEAEFEZ2EXRNRBIEARARARRAKME R
difference between the nominal value of the share capital issued by the AIRARBEITZRAZEESS BHBARRAL
Company in exchange for the aggregate nominal values of the share capital HEZ =548 %20990007T (R-_ZE—N\E+=-4
of the subsidiaries amounted to approximately HK$2,099,000 (as at 31 =+—08 :5%2099,0007T) ' sT AR5 EE -
December 2018: HK$2,099,000) is included in the accumulated losses.
The contributed surplus represents the aggregate amounts of capital BHBBREARINBAETFERRAZTEERRAE
reduction and share premium cancellation attributable to the capital HEEAZEREIBREENRETHEHNBESENASE
restructuring and the capital reorganisation of the Company during prior 149,220,000t (R=FE—NF+=-_A=+—H: &%
years amounted to approximately HK$149,220,000 (as at 31 December 2018: 149,220,0007¢) ' FF AREERE ©
HK$149,220,000) is included in accumulated losses.
23 COMMITMENTS 23 EiE
(A) COMMITMENTS (A) i
30 June 31 December
2019 2018
—E-hHF —E-N\F
ARA=tH +ZA=+—H
HK$'000 HK$'000
BET T BT
Commitments in respect of the HIEE REEER
acquisition and production of film and B AR B hR A B 1 2 s HE
TV programmes rights contracted for (BETAM AR AREEZ
but not provided in the unaudited FRRAR A& R BB 75 B B )
condensed consolidated interim
financial information 562,362 250,633
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For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

ELERESPHMFEENMEE

23 COMMITMENTS (Continued)

56

(B) PENDING LITIGATION

() A court action was commenced in the Chengdu
Intermediate People’s Court on 29 April 2018 by
Chengdu Watson Media Co., Ltd.* (the “Chengdu
Plaintiff”), an independent third party, against Beijing
Huanxi Shou Ying Culture Company Limited* (“Shou
Ying”), an indirect wholly-owned company through
contractual arrangements, and other 17 investors
of the film Us and Them (1 2R #9 & 1) (the “18

Defendants”).

By the above action, the Chengdu Plaintiff alleged
that the 18 Defendants through unfair competition
adversely affect the box office receipts of the
Chengdu Plaintiff's film during the release period of
the film Us and Them (1% 2k &9 % ). The Chengdu
Plaintiff mainly requested the 18 Defendants to
compensate a total sum of RMB10,000,000 and bear
the relevant legal fee and reasonable expenses
arising from their legal rights protection. One of the
18 Defendants is applying for transferring the case to
Chaoyang District People’s Court of Beijing for trial.

In the opinion of legal counsel, it is premature to
predict the outcome of the said claim against Shou
Ying. The Company considers that the amounts of
claim by the Chengdu Plaintiff against Shou Ying is

insignificant to the Group as a whole.

R The English name is for identification purpose only
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

23 COMMITMENTS (Continued)

(B) PENDING LITIGATION (Continued)

(if)

A court action was commenced in the Wuhan
Intermediate People’s Court on 29 November 2018
by Wuhan Guangya Culture and Art Development
Co., Ltd.* and Huang Qiansheng* (the “Wuhan
Plaintiffs”), independent third parties against 17
persons/related companies (the “17 Defendants”) of
the film Us and Them (1% 2R 893 {F9), including Shou
Ying.

By the above lawsuit, the Wuhan Plaintiffs alleged
that the 17 Defendants infringed on the adaptation
and filming rights for the script of the film Us and
Them (1% & &) % 1/3) and damaged the interests of
market through filming Us and Them (1% 7K & %
ff). The Wuhan Plaintiffs mainly requested the 17
Defendants to stop the reproduction, distribution and
dissemination of the film, compensate a total sum
of RMB70,000,000 and bear the case acceptance fee
and other legal fees. As at the date of this report,
this lawsuit is still in trial before Wuhan Intermediate
People’s Court.

In the opinion of legal counsel, it is premature to
predict the outcome of the said claim against Shou
Ying. The Company considers that the amounts of
claim by the Wuhan Plaintiffs against Shou Ying is
insignificant to the Group as a whole.

* The English name is for identification purpose only
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T4 S A B 35 B W AR

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

24 SHARE-BASED PAYMENTS

58

Total expenses arising from share-based payment transactions
recognised during the six months ended 30 June 2019 and 2018
were as follows:

24 LRGBHBER AR

BE_T-NFE-_ZT-NFXA=1+AHL
NEARERZANBRNDRERZNRRZIELE
RS BT

Six months ended 30 June
BEABA=1tHIEAEAR

2019 2018
—E-hEF —E2-N\F

Options issued under share option scheme AR & BE B HE 51 2138 17 2 B AR 4
- Directors —E3 - 41,921
- Employees —EE 4,056 23,548
4,056 65,469

SHARE OPTION SCHEME

Pursuant to the resolution passed at the annual general meeting
held on 17 June 2014, the Company's shareholders approved
the adoption of a share option scheme (the “Scheme”). The
Scheme became valid and effective for a period of 10 years
commencing on 17 June 2014. The Company operates the
Scheme for the purpose of providing incentives and rewards to
eligible participants who have made or may make contribution
to the Group. The eligible participants of the Scheme include the
Company'’s or its subsidiaries’ directors, employees, and any
business consultants, agents, financial or legal advisers and any
other persons whom the board of directors of the Company (the
“Board”) may determine, at its sole discretion, will contribute or
have contributed to the Group.

B IR T &

BER-ZE-—NFRATEARTZREE
FRELBEBIRER  AREBRRALER
M— IR & (T2t 8)) - ZEtElB =
F-NENATEEEBRRER  SH+
FoARARIZAE - AHBLRED K
HAEEHAREELERZAERS2EE -
ZAt Bl B AR REREARANENE
RAZEE EE UREMEBHER K
BA UBIERBERARAAGESEE ([E
SN BERRYAKESELER
SEERERC EAEMBAL -
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TS 4RS A B 35 B WL AR

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

24 SHARE-BASED PAYMENTS (Continued)

SHARE OPTION SCHEME (Continued)

The share options may be exercised in accordance with the
terms of the Scheme at any time within the period commencing
from the date of grant of the share options and expiring on the
date determined by the Company’s directors, but in any event
such exercise period shall not be more than 10 years from the
date of grant of the share options. The amount payable on the
acceptance of a share option is HK$1 (or such other nominal
sum in any currency as the Board may determine).

The exercise price of the share options shall be determined by
the Board, but shall not be less than the highest of (i) the closing
price of the Company's shares as stated in the Stock Exchange's
daily quotations sheet on the date of grant, which must be a
business day; (i) the average closing price of the Company’s
shares as stated in the Stock Exchange's daily quotations sheets
for the five business days immediately preceding the date of
grant; and (iii) the nominal value of the Company’s share.

The maximum number of shares in the Company in respect
of which the share options may be granted under the Scheme
and any other share option schemes of the Company is not
permitted to exceed 10% of the issued share capital of the
Company as at the date of approval of the Scheme by the
Company'’s shareholders (the “Scheme Mandate Limit"), or,
if such 10% limit is refreshed, as at the date of approval of
the renewal of the Scheme Mandate Limit by the Company’s
shareholders. Notwithstanding the foregoings, the maximum
number of the Company’s shares which may be issued
upon exercise of all outstanding share options granted and
yet to be exercised under the Scheme and any other share
option schemes of the Company shall not exceed 30% of the
Company's shares in issue from time to time.

HEEREEARLRA | —2-NFHHERSE
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T4 S A B 35 B W AR

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

24 SHARE-BASED PAYMENTS (Continued)

60

SHARE OPTION SCHEME (Continued)

The total number of shares of the Company already issued and
to be issued upon exercise of all the share options granted to
each participant in any 12-month period up to and including
the date such new grant is not permitted to exceed 1% of the
total number of the Company’s shares in issue as at the date
of such grant. Any further grant of share options in excess of
this 1% limit shall be subject to the approval of the Company’s
shareholders in general meeting.

Each grant of share options to a substantial shareholder or an
independent non-executive director of the Company or any of
their respective associates in excess of 0.1% of the Company’s
shares in issue and with an aggregate value in excess of
HK$5,000,000 in any 12-month period up to and including
the date of such grant must be approved in advance by the
Company'’s shareholders.

24 DR RERZARGE

BRESTE (E)

REBEREERBRHAE LB ILEMA12(EA
HE MER282EREOMARREET
R FTE T R T HIT 2 AR BBRMDAET
FSHEBNZELARAARRA D BTRN AR
H1% > EE - TR EBBZI1%BRE B
Pk ARARBBRRNBIRAS LHLE -

HWREERBIFEABIRL R ILEMM12MEA
HfE - AARR R ETBRRE— BB
HTEFARESE2EMBEALREZ
BREBEBARAREHEITRMNN01%REE
16 48 ¥R 8 38 /8 #5 5,000,000 7T * MAEB AR R
AR E AL ©

Average exercise

price per share option Number of options
BHBREZFI9ITEE BREHAR
2019 2018 2019 2018
—E-hE —ZT—)\F ZZEBE-hF ZZ—)N\F
HK$ HK$
BT ST
As at 1 January ®n—H—AH 208 NATEA 130,700,000 -
Granted during the period REFAEH N/A ~iE A 2.08 - 130,700,000
As at 30 June RNA=1+H 2.08 2.08 130,700,000 130,700,000
Vested and exercisable at RANA=1+BEHSB 2.08 2.08 109,700,000 66,133,000

30 June EIESEES

No options was exercised or lapsed during the six months ended

30 June 2019 and 2018 covered by the above tables.

FRAABENBEZ T —NER_T—N\F

KRR o
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

24 SHARE-BASED PAYMENTS (Continued) 24 URGBRERZARGE)
SHARE OPTION SCHEME (Continued) BRESE (E)
Share options outstanding as at 30 June 2019 have the following R-E—AFRNA=ZTBERTENERE
expiry date and exercise prices: BB RITEEAT :

Share options

BB E
30 June 31 December
Grant date Expiry date Exercise price 2019 2018
HKS
—B-hE —E)\F
g l=R ZHH TEE ~A=+H +t=A=+—8
T
27 April 2018 17 June 2024 2.08 130,700,000 130,700,000
—E-N\FMNA=++tH —EFEARA+ER
Weighted average remaining contractual life of options outstanding
at the end of period 4.97 years 5.47 years
HAZR AR TT {0 B AR 2 DA F 198RS & 0 6 A 4.97 & 5.47 F
Fair value of options granted ERHIEBREN A FE
The fair value at grant date is independently determined using REBRHONATFEDERSHENE DR -
an adjusted form of the Black Scholes Model with Binomial FRMAEEERE —EANEEEE(E2E
Tree Method which includes a Binomial Tree model that takes ZIEAHAETEER) BEET Wit RKRE
into account the stock price, the exercise price, the time to B 17 E  HNERE ERERFX. T
maturity, the risk-free rate, the dividend yield and volatilities BB QAR B WS R REE - RERT
of comparable companies, the sub-optimal factor, and the FMOBUE o

forfeiture rate.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

REELE LS - HI B 35 & R 5F

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

24 SHARE-BASED PAYMENTS (Continued)

SHARE OPTION SCHEME (Continued)

Fair value of options granted (Continued)

The following table lists the inputs to the model used:

(@ options are granted for consideration of HK$1 and vested
period of three years from the employment date of the
respective employees. Vested options are exercisable
before expiry date

(b)  exercise price: HK$2.08

(c) grant date: 27 April 2018

(d) expiry date: 17 June 2024

(e) time to maturity from the date of grant: 6.15 years

() share price at grant date: HK$2.08

(g) risk-free interest rate: 1.91%

(h)  expected dividend yield: 0%

(i)  expected price volatility of the company’s shares: 48.38%

()  forfeiture rate: 0 to 16.35%

(k)  fair value per share option: HK$0.72

The expected price volatility is based on the historic volatility

(based on the remaining life of the options), adjusted for any

expected changes to future volatility due to publicly available
information.
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24 URHBBEBZHAR(E)
BRETE ()
ERHIBREN L FE(E)
TRINRZERE A2 8 ABUE -

@ BREARESEITEL BEHA
EEEZEMEBRARIIF -EH
BRBERERESBHE 2 AT

(b) 1T(EE : B¥E2087T

€ HBEBH:—T-—/N\FHA=-++H

@d HHE:—_T-_M@MFARA+TLER

) mHRHARRTZHARRE - 6.15F

) RHEBHARE - BH2087T

® EARME:1.91%

() TFEHRSWKEE: 0%

() REBRREHERKE : 48.38%

() RYE:0ZE16.35%

K BHBEREZLTE: BB0727T

TR HAB A& IR 1R T LA R S2 R i (B BB AR R AV R

THH) AER  WRBARAIESERK
Kopig 2 ERBERESHFELFBREH
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

25 RELATED PARTY DISCLOSURES 25

The ultimate controlling parties of the Group are Mr. Dong
Ping (“Mr. Dong"), Mr. Ning Hao (“Mr. Ning") and Mr. Xu Zheng
(“Mr. Xu"). The directors of the Group are of the view that the
following individuals and companies were related parties that
had transactions or balances with the Group as at and during
the six months ended 30 June 2019 and 2018:

Name of related party

BEALHE

REBZREERT REFEE(EXRE])
By A (TEAL]) RIFERE ([1RELD -
AEBEEARTINEARRRBEE MR
BE_T-NFER-_ZT-NFXA=1+AHL
NERREREEEBRFRBEHRZHEEBEA
9E ¢

Relationship with the Group

BEALER HH BEAKBEIR

Mr. Dong Executive Director
BhEAE HITESE

Mr. Ning Non-Executive Director
=oAL FBMITES

Mr. Xu Non-Executive Director
fREAE FEMITES

Beijing Dirty Monkey Cultural Development Company Limited*
("Beijing Dirty Monkey")
ERERFXULEXEERER AR ([IEREBEFD)

Khorgas Dirty Monkey Media Culture Company Limited*
(“Khorgas Dirty Monkey")
ERRIERFEZECEREARLGB (ERRITEER T )

Tibet Jindouyun Film Company Limited* (“Tibet Jindouyun”)
ARG EZEBR AR ([AEHIED

Beijing Joy Leader Culture Communication Co. Ltd.* (“Beijing Joy Leader”)
ERELECERERAR ([IERELE])

4 The English name is for identification purpose only

HEEREEARLRA | —2-NFHHERSE

Controlled by Mr. Ning
FH 3 5 A P

Controlled by Mr. Ning
22 ST A

Controlled by Mr. Ning

F 2 5T A4

Controlled by Mr. Xu
FR R S A

* X R
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RBELEHALGS A E R MG

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

25 RELATED PARTY DISCLOSURES (Continued) 25 BEAITRE (&)

(A) RELATED PARTY TRANSACTIONS (A) HEAZEALZXRS
During the period under review, the Group entered into MREEEA - REEEBEALTFTZIA
the following transactions with related parties: TRZEE :

Six months ended 30 June
BZANBA=1tHIEXEAR

2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
BET T BT T
Payment of film investment right to ARG IEZ N 2B
Tibet Jindouyun (Note i) TERE (T 13,646 -
Payment of services fee to Mr. Xu (Note i) A4k 5 4 S 5 2 IR &
(B =) 96,827 -
Payment of film production service feeto  [aldt RE 248X (2 B 5
Beijing Joy Leader (Note iii) SERR 5 & (B 5L 30,703 -
Payment of third parties service fee to MREREL RN 2E=T
Beijing Joy Leader (Note iv) AR7% & (FiaEiv) 98,931 -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 & Z —F— A F XA =+H I NEA

25 RELATED PARTY DISCLOSURES (Continued)

(A) RELATED PARTY TRANSACTIONS
(Continued)

Note:

(i)

(iii)

(iv)

On 24 December 2018, the Group has entered into a film
investment agreement with Tibet Jindouyun. The Group has
invested RMB12,000,000, being 10% of the estimated total
production cost of the film.

On 26 February 2019, the Group has entered into a director
agreement, a producer agreement, a screenwriter agreement
and an actor agreement with Mr. Xu, pursuant to which Mr.
Xu has conditionally agreed to act as the director, producer,
screenwriter and leading actor of the film Lost in Russia (& 45)
(the “Film") at an aggregated consideration of RMB87,000,000.
Part of the consideration was paid during the six months ended
30 June 2019.

On 26 February 2019, the Group has entered into a film
production agreement with Beijing Joy Leader, pursuant to
which Beijing Joy Leader has conditionally agreed to provide
the film production services to the Group in relation to the Film
at a consideration of RMB30,000,000. Part of the consideration
was paid during the six months ended 30 June 2019.

The Group should pay to Beijing Joy Leader for the sum payable
to all such third parties under the third party contracts signed
by Beijing Joy Leader on behalf of the Group for the Film. The
total amount of the third party contracts shall not exceed
RMB100,000,000. Part of the contracts amount was paid during
the six months ended 30 June 2019.

Please refer to the Company’s announcement dated
26 February 2019 for details of the connected transactions
between Mr. Xu, Beijing Joy Leader and the Group.

There were no transactions constituted continuing
connected transactions during the six months ended 30
June 2019 and 2018 for the purpose of Chapter 14A of the
Listing Rules.

HEEREEARLRA | —2-NFHHERSE

(A) E2FE

B sE

@

(ii)

(iii)

(iv)

25 BEATHRE(E

BATZRE ()

RZZE—NE+-_A=-+WME x&EH
HEPEHANE L EFRE NS A%
BEi%E AR 12,000,000 * (HZ A
fhET R BLERL AN H) 10% ©

RZTE—hhE-_RA-+,B AEEH
BRI BRI A R A R
mEIEAREREEREARE  BiLK
EEEKRUEREETEZ(AG) ([ZE
FHzEER B -REERETA AR
B4 AR#87,000,0007T ° D REER
—E-NAEANA=THLEABARIM -

RZE—NEF=_A=+"H AEEH
It RBEEBEIVEY R ERE Rt
FELEERHRERZETYRASE
ERHEZRUERE REAARE
30,000,0007C - HBAKREBER=ZZT—NF
NAZtTHIEABEARIA -

AEEERIERELEX NI RELZE
RREXRAEEREZE =T ARR
TENEFE=ZFTNKB-F=FEH
B4 FET AR A A R ¥ 100,000,000 7T ©
BOABHNESHEER T —NFARA=T
HEAMER A A

BRAGELE ARARLERAEE M
MEERZFE F2HAREEHRA
—E-NF_A_TABZAEL -

BE-_Z—hWErR_ZT—N\FA=T+
BIEA@EAR  WERXZEK ETHE
FUAENFERERS -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
T4 S A B 35 B W AR

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

x

25 RELATED PARTY DISCLOSURES (Continued) 25 BEAITRE (&)

66

(B) RELATED PARTY BALANCES

(B) HEEAL &R

30 June 31 December
2019 2018
—E-NEF —T—N\F
ANA=+H +-A=+—H
HK$'000 HK$'000
BEET T BT
Amount due to a shareholder FEf — R R EFIR
— Mr. Dong (Note i) — &S (5T 396 1,393
Amounts due to related companies FEfTRE:E R A FUIR
— Beijing Dirty Monkey (Note ii) — bR EEF (T - 45,537
—Khorgas Dirty Monkey (Note ii) —ERRIERT (MWD - 45,537
396 92,467
Trade and other payables JE AT B R B EL A FE A~ SRR
— Mr. Xu (Note iii) — RS A& (BT 96,827 -
— Beijing Joy Leader (Note iv) — bR E S E (fIsEiv) 19,331 =
116,158 =
The carrying amount of amount due to a shareholder and JE 1 — 2 AR B R I8 J B AN B A £ 5R0E
amounts due to related parties approximated their fair FEEmEREEQAFERESE -

values.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
REEFLE RS - HI B 35 & R 5E

For the six months ended 30 June 2019 HZE — T —hFNA=1+HIL/NEA

25 RELATED PARTY DISCLOSURES (Continued) 25 BEATHE(E)

(B) RELATED PARTY BALANCES (Continued) (B) EARAE AT 248k (&)
30 June 31 December
2019 2018
—g-nE  —2-N\F
~NA=+tH +=-A=+—H
HK$'000 HK$'000
BET T BT T
Prepayment for film and B R EGBIRETER R
TV programmes rights
—Mr. Xu (Note v) — R A& (MEEv) 11,960 11,974

Notei: The balance is denominated in HK$, non-trade in nature, MizEi© ZAEHRABEBIE BRIEEERE &
unsecured, interest-free and repayable on demand. T B RAREREE -

Note ii: The balance is denominated in RMB, non-trade in nature, MicEii - ZEBRAAREEHE - 7%3F%’rl
unsecured, interest-free and repayable within one year. EIER  2ERAR—FRNEE

Note iii The balance represented the amount payable to Mr. Xu in et ZERIER G EERAEER =T —N
relation to the agreements entered between Mr. Xu and the FZAZ T BRZERITLZZER
Group for the Film on 26 February 2019. MR E 2RI -

Note iv: The balance represented the amount payable to Beijing Joy MeEiv: R ERIERIE R AL BHAEBN T
Leader in relation to the film production agreement entered —NFZAZF+BRZEF HTLZ ES)
between Beijing Joy Leader and the Group for the Film on 26 R B L RE %E 2 K
February 2019.

Note v: The balance represented the payment made to Mr. Xu in MeEy : ZESIERAZEEZEZRRILEEL
relation to the development of a proposed film. BT o
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RBELEHALGS A E R MG

For the six months ended 30 June 2019 & Z —F— A F XA =+H I N@EA

25 RELATED PARTY DISCLOSURES (Continued) 25

(C) KEY MANAGEMENT PERSONNEL
COMPENSATION

The remuneration of directors who were considered as
key management personnel of the Group during the six
months ended 30 June 2019 and 2018 is as follows:

BAEATHE (&)

C) TEEBASHHMH
BE-T-NER-T-N\FAAZT
ALEABANREATEEEEERA

BzESHMEWT

Six months ended 30 June
BEASBA=1tHIEAEAR

2019 2018

—E-hEF —E2-N\F

HK$'000 HK$'000

BT T BT T

Short-term benefits 52 HAtE A 6,400 6,113
Pension costs — defined contribution plans 3R 4R & Bk 24~ — 4 & 4 2t 21 9 9
Share-based compensation LARR A5 72 E 1 2 % B - 23,548
6,409 29,670

The remuneration of directors and key executives is
determined by the remuneration committee of the
Company having regard to the performance of individuals
and market trends.

26 CHANGE IN PRESENTATION OF 26
COMPARATIVES

Certain comparative figures of the unaudited condensed
consolidated interim financial information were reclassified to
conform with the current period’s presentation.

EERFRTHRABZME I AART
FMZEeRFEARREMSBEM
B -

BE2ILRAF

ARBLEREETHUBERAE TR
HFHE TEFHDEURTEAPRAN 2255 -
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