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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to its 
accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever 
arising from or in reliance upon the whole or any part of the contents of this announcement.

(Incorporated in Bermuda with limited liability)

(Stock Code: 680)

ANNOUNCEMENT OF UNAUDITED INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2009

INTERIM RESULTS
The directors of Nan Hai Corporation Limited (the “Company”) hereby announce the 
unaudited consolidated results of the Company and its subsidiaries (the “Group”) for the 
six months ended 30 June 2009 together with the comparative figures for 2008 as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT – UNAUDITED
For the six months ended 30 June 2009

 For the six months
 ended 30 June
  2009  2008
 Notes HK$’000  HK$’000
    (Restated)

Revenue/Turnover 5 256,074  227,962
Cost of sales and services provided  (84,505 ) (64,857 )

Gross profit  171,569  163,105
Other operating income 5 27,305  5,021
Gain on disposal of a subsidiary  –  48,714
Selling and marketing expenses  (164,395 ) (127,171 )
Administrative expenses  (176,977 ) (149,467 )
Other operating expenses  (65,688 ) (64,014 )
Finance costs  (189,335 ) (19,316 )
Share of results of associates  (2 ) –

Loss before income tax 6 (397,523 ) (143,128 )
Income tax (expense)/credit 7 (9,078 ) 2,535

Loss for the period  (406,601 ) (140,593 )

Attributable to:
Equity holders of the Company  (369,713 ) (131,116 )
Minority interests  (36,888 ) (9,477 )

Loss for the period  (406,601 ) (140,593 )

  HK cents  HK cents

Loss per share for loss attributable to
 the equity holders of the Company
 during the period 8
– Basic  (0.539 ) (0.191 )

– Diluted  N/A  N/A

* For identification purpose only
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME – UNAUDITED
For the six months ended 30 June 2009

 For the six months
 ended 30 June
 2009  2008

 HK$’000  HK$’000

Loss for the period (406,601 ) (140,593 )*

Other comprehensive income, including 
 reclassification adjustments:
Exchange differences on translating foreign operations (2,613 ) 127,885

Exchange differences realised on disposal of a subsidiary –  (36,811 )

Other comprehensive (loss)/income for the period,
 including reclassification adjustments 
 and net of tax (2,613 ) 91,074

Total comprehensive loss for the period (409,214 ) (49,519 )

Attributable to:
Equity holders of the Company (371,904 ) (32,835 )

Minority interests (37,310 ) (16,684 )

Total comprehensive loss for the period (409,214 ) (49,519 )

* Restated
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2009

  (Unaudited)  (Audited)

  30 June  31 December

  2009  2008

 Notes HK$’000  HK$’000

ASSETS AND LIABILITIES

Non-current assets
Property, plant and equipment  268,505  264,941

Investment property  11,851  12,015

Prepaid land lease payments under operating leases  57,367  58,111

Interests in associates  2,716  2,623

Available-for-sale financial assets  324  324

Deposits  228,293  176,084

Intangible assets  300,556  303,073

Deferred tax assets  7,977  7,990

  877,589  825,161

Current assets
Inventories  8,272,174  7,921,036

Financial assets at fair value through profit or loss  249,025  346,432

Trade receivables 9 26,525  28,256

Deposits, prepayments and other receivables  1,050,811  1,367,513

Amount due from an associate  4,480  20

Tax prepaid  15,493  –

Pledged bank deposits  2,268  –

Cash and cash equivalents  1,064,683  211,145

  10,685,459  9,874,402

Current liabilities
Trade payables 10 79,483  129,046

Other payables and accruals  2,265,626  671,552

Deferred revenue  49,234  54,731

Provision for tax  75,389  85,468

Amount due to a director  16,785  24,361

Amounts due to shareholders  5,006  5,006

Amount due to a minority shareholder  12,000  12,000

Amounts due to associates  19,091  5,507

Bank and other borrowings  1,443,090  1,430,658

Finance lease liabilities  189  249

  3,965,893  2,418,578

Net current assets  6,719,566  7,455,824

Total assets less current liabilities  7,597,155  8,280,985
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

As at 30 June 2009

  (Unaudited)  (Audited)

  30 June  31 December

  2009  2008

 Notes HK$’000  HK$’000

Non-current liabilities
Bank and other borrowings  472,710  831,172

Finance lease liabilities  57  56

Finance from a third party  2,195,990  2,128,047

Amounts due to shareholders  452,687  437,482

Deferred tax liabilities  226,099  226,457

  3,347,543  3,623,214

Net assets  4,249,612  4,657,771

EQUITY

Equity attributable to the Company’s
 equity holders
Share capital 11 686,450  686,450

Reserves  2,706,132  3,076,981

  3,392,582  3,763,431

Minority interests  857,030  894,340

Total equity  4,249,612  4,657,771
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 30 June 2009

1. BASIS OF PREPARATION

These condensed consolidated interim financial statements have been prepared in 

accordance with Hong Kong Accounting Standard (“HKAS”) 34, Interim Financial 

Reporting issued by the Hong Kong Institute of Certified Public Accountants 

(“HKICPA”) and the applicable provisions of Appendix 16 of the Rules Governing the 

Listing of Securities on The Stock Exchange of Hong Kong Limited. These condensed 

consolidated interim financial statements do not include all the information and 

disclosures required in the annual financial statements and should be read in 

conjunction with the consolidated financial statements of the Group for the year 

ended 31 December 2008.

These condensed consolidated interim financial statements are unaudited, but have 

been reviewed by the audit committee of the Company and approved for issue by 

the Board of Directors on 21 September 2009.

2. PRIOR PERIOD ERROR

Reference is made to the announcement of the Company dated 24 April 2009. 

The board of directors of the Company (the “Board”) clarified that the interest 

payable to Sino-i Technology Limited (“Sino-i”), a listed subsidiary of the Company, 

for the six months ended 30 June 2008 in the amount of HK$65,984,000 and the 

corresponding income tax payable by Sino-i concerning with such interest was 

omitted in the interim results for the six months ended 30 June 2008. As a result, 

income tax expense of the Group was understated and the loss attributable to 

minority interests was overstated. The correct figure of the loss attributable to the 

equity holders of the Company for the six months ended 30 June 2008 should be 

HK$131,116,000 instead of HK$101,408,000. Details of the restatements made in 

respect of the interim financial statements for the prior period are as follows:

Consolidated Income Statement

Items Interim report 2008  Restated
 HK$’000  HK$’000

Income tax credit 9,935  2,535

Loss for the period (133,193 ) (140,593 )

Loss attributable to equity holders

 of the Company (101,408 ) (131,116 )

Loss attributable to minority interests (31,785 ) (9,477 )

Basic loss per share HK cents (0.148 ) HK cents (0.191 )

Certain comparative figures have been restated to reflect the rectification.
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3. PRINCIPAL ACCOUNTING POLICIES

These condensed consolidated interim financial statements have been prepared 

on the historical cost basis except for financial instruments classified as available-

for-sale and at fair value through profit or loss which are stated at fair values. The 

accounting policies used in the preparation of these condensed consolidated interim 

financial statements are consistent with those set out in the Group’s annual financial 

statements for the year ended 31 December 2008, except that the Group has 

applied, for the first time, a number of new and revised standards, amendments and 

interpretations (the “new and revised HKFRSs”) that are relevant to and effective for 

the Group’s financial statements for the annual period beginning on 1 January 2009.

HKAS 1 (Revised 2007) Presentation of Financial Statements has introduced a number 

of terminology changes, including revised titles for the condensed consolidated 

interim financial statements, and has resulted in a number of changes in presentation 

and disclosure. HKFRS 8 Operating Segments is a disclosure standard that requires 

the identification of operating segments to be performed on the same basis as 

financial information that is reported internally to the chief operating decision 

maker for the purpose of allocating resources between segments and assessing their 

performance. The predecessor standard, HKAS 14, Segment Reporting, required the 

identification of two sets of segments (business and geographical) using a risks and 

returns approach. The adoption of HKFRS 8 has not materially affected the identified 

and reported operating segments for the Group, however, comparative figures have 

been represented on a basis consistent with the new standard.

Apart from certain presentation changes, the adoption of the new and revised 

HKFRSs has no material impact on the Group’s results and financial position for the 

current and prior periods. Accordingly, no prior period adjustment is required.

The HKICPA has also issued a number of new standards, amendments to standards 

and interpretations which are effective for the financial year beginning after 1 January 

2009. The Group has not early adopted these standards. The directors are currently 

assessing the impact of these new and revised HKFRSs upon initial application but 

are not yet in a position to state whether they would have material financial impact 

on the Group’s results and financial position.

4. SEGMENT INFORMATION

The Group is organised into several operating segments, financial information 

services, corporate IT application services, distance learning education services, 

property development and culture and media services. Other segments represent 

property management and trading of securities. Management of the Group 

measures the performance of its segments based on loss before income tax.

No sales are carried out between segments for the six months ended 30 June 2009.
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4. SEGMENT INFORMATION (continued)

The segment results for the six months ended 30 June 2009 are as follows:

 For the six months ended 30 June 2009 
     Distance    Culture
 Financial  Corporate IT  learning    and
 information  application  education  Property  media  All other
 services  services  services  development  services  segments  Elimination  Total
 HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000

Segment revenue
 – Sales to external customers 9,814  183,327  2,071  –  55,891  4,971  –  256,074

Segment loss before interest, taxes, 
 depreciation and amortisation  (20,660 ) (79,843 ) (1,776 ) (40,330 ) (2,517 ) (3,534 ) –  (148,660 )
Interest income 2  148  1  7,876  14  15  –  8,056
Finance costs (4 ) (2,977 ) –  (14 ) –  –  –  (2,995 )
Depreciation and amortisation (344 ) (30,890 ) (1,043 ) (825 ) (10,310 ) (104 ) –  (43,516 )
Share of results of associates –  –  –  –  (2 ) –  –  (2 )

Segment loss before income tax (21,006 ) (113,562 ) (2,818 ) (33,293 ) (12,815 ) (3,623 ) –  (187,117 )

Unallocated corporate income and expenses               (210,406 )

Loss before income tax               (397,523 )

The segment results for the six months ended 30 June 2008 are as follows:

 For the six months ended 30 June 2008 

     Distance    Culture

 Financial  Corporate IT  learning    and

 information  application  education  Property  media  All other

 services  services  services  development  services  segments  Elimination  Total

 HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000

Segment revenue
 – Sales to external customers 11,034  195,647  2,467  –  15,235  3,579  –  227,962

 – Inter-segment sales –  –  2,388  –  –  –  (2,388 ) –

 11,034  195,647  4,855  –  15,235  3,579  (2,388 ) 227,962

Segment loss before interest, 
 taxes, depreciation and 
 amortisation (17,527 ) (57,392 ) (1,970 ) (29,579 ) (4,115 ) (2,282 ) –  (112,865 )

Interest income 3  213  3  953  1  –  –  1,173

Finance costs (4 ) (2,569 ) –  (21 ) –  (1,517 ) –  (4,111 )

Depreciation and amortisation (417 ) (31,969 ) (205 ) (585 ) (148 ) (36 ) –  (33,360 )

Gain on disposal of a subsidiary –  –  –  48,714  –  –  –  48,714

Share of results of an associate –  –  –  –  –  –  –  –

Segment (loss)/profit before 
 income tax (17,945 ) (91,717 ) (2,172 ) 19,482  (4,262 ) (3,835 ) –  (100,449 )

Unallocated corporate income and expenses               (42,679 )

Loss before income tax               (143,128 )



8

4. SEGMENT INFORMATION (continued)

The segment assets and liabilities as at 30 June 2009 are as follows:

 As at 30 June 2009 
     Distance    Culture
 Financial  Corporate IT  learning    and
 information  application  education  Property  media  All other
 services  services  services  development  services  segments  Elimination  Total
 HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000

Reportable segment assets 6,159  738,574  4,269  9,963,212  317,848  10,349  –  11,040,411
Interests in associates –  –  –  –  2,716  –  –  2,716
Amount due from an associate –  –  –  –  4,480  –  –  4,480

Total reportable segment assets 6,159  738,574  4,269  9,963,212  325,044  10,349  –  11,047,607

Unallocated corporate assets               515,441

Total assets               11,563,048

Reportable segment liabilities 21,990  272,318  2,303  3,995,861  90,146  4,683  –  4,387,301
Amount due to an associate –  –  –  –  13,585  –  –  13,585

Total reportable segment liabilities 21,990  272,318  2,303  3,995,861  103,731  4,683  –  4,400,886

Amount due to an associate               5,506
Unallocated corporate liabilities               2,907,044

Total liabilities               7,313,436

The segment assets and liabilities as at 31 December 2008 are as follows:

 As at 31 December 2008 
     Distance    Culture

 Financial  Corporate IT  learning    and

 information  application  education  Property  media  All other

 services  services  services  development  services  segments  Elimination  Total

 HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000  HK$’000

Reportable segment assets 7,770  678,127  5,732  9,502,250  177,010  6,119  –  10,377,008

Interests in associates –  –  –  –  2,623  –  –  2,623

Amount due from an associate –  –  –  –  20  –  –  20

Total reportable segment assets 7,770  678,127  5,732  9,502,250  179,653  6,119  –  10,379,651

Unallocated corporate assets               319,912

Total assets               10,699,563

Reportable segment liabilities 21,683  190,491  2,172  2,641,084  76,861  4,608  –  2,936,899 

Amount due to an associate               5,507 

Unallocated corporate liabilities               3,099,386 

Total liabilities               6,041,792 
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5. REVENUE/TURNOVER AND OTHER OPERATING INCOME

(a) The Group’s turnover represents revenue from:

 For the six months 
 ended 30 June
 2009  2008

 HK$’000  HK$’000

Corporate IT application services 183,327  195,647

Financial information services 9,814  11,034

Distance learning education services 2,071  2,467

Property management 4,971  3,579

Culture and media services –  15,235

Ticketing income 48,008  –

Confectionery sales 7,883  –

 256,074  227,962

(b) Other operating income:

 For the six months 
 ended 30 June
 2009  2008

 HK$’000  HK$’000

Interest income 8,097  1,303

Other interest income 10,015  –

Net fair value gain on financial assets at

 fair value through profit or loss 303  –

Government grants 2,949  –

Rental income 1,787  702

Sundry income 4,154  3,016

 27,305  5,021
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6. LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after charging:

 For the six months 
 ended 30 June
 2009  2008

 HK$’000  HK$’000

Amortisation of intangible assets 16,491  17,183

Gross depreciation of property, plant and equipment 

 – Owned assets 26,581  15,683

Less: Amounts capitalised in intangible assets (220 ) (159 )

Net depreciation of property, plant and equipment

 – Owned assets 26,361  15,524

Depreciation of property, plant and equipment

 – Leased assets 125  208

Depreciation of investment property 144  –

Operating lease charges on prepaid land lease 654  640

7. INCOME TAX EXPENSE/(CREDIT)

 For the six months 
 ended 30 June
 2009  2008

 HK$’000  HK$’000

   (Restated)

Hong Kong Profits Tax

 Current tax expenses 7,423  5,260

PRC Enterprise Income Tax

 Current tax expense/(credit) 1,655  (7,795 )

 9,078  (2,535 )

For the six months ended 30 June 2009, Hong Kong profits tax has been provide 

at the rate of 16.5% (six months ended 30 June 2008: 16.5%) on the estimated 

assessable profits for the period.

PRC Enterprise Income Tax (“EIT”) has been provided on the estimated assessable 

profits of subsidiaries operating in Mainland China at 25% (six months ended 30 

June 2008: 25%), unless preferential rates are applicable in the cities where the 

subsidiaries are located.
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7. INCOME TAX EXPENSE/(CREDIT) (continued)

Certain subsidiaries of the Group are wholly-owned foreign enterprise in accordance 

with the Income Tax Law of the PRC for Enterprises with Foreign Investment and 

Foreign Enterprises and are entitled to full exemption from EIT for two years and a 

50% reduction in the following three years thereafter starting from the first profit 

making year after offsetting prior years’ tax losses (the “Tax Holidays”). These 

subsidiaries will continue to enjoy the tax exemption or 50% relief on the applicable 

PRC EIT rate until the expiry of the Tax Holidays previously granted, and thereafter 

they are subject to the unified rate of 25%. For those subsidiaries whose Tax Holidays 

had not commenced due to lack of taxable profit, such preferential tax treatment 

would be effective for the five years commencing from 1 January 2008 regardless 

whether the enterprises have a taxable profit. Thereafter they are subject to the 

unified rate of 25%.

In addition, certain subsidiaries that are located in the Beij ing Economic-

Technological Development Area are entitled to preferential PRC EIT rate of 15% (six 

months ended 30 June 2008: 15%).

8. LOSS PER SHARE

The calculation of basic loss per share is based on the loss attributable to equity 

holders of the Company for the period of HK$369,713,000 (6 months ended 30 

June 2008 (restated): HK$131,116,000) and on the weighted average number of 

68,645,035,794 (6 months ended 30 June 2008: 68,645,035,794) ordinary shares in 

issue during the period.

The share options have no dilutive effect on the loss per share for the six months 

ended 30 June 2009 as the exercise price of the options outstanding during the 

period exceeds the average market price of ordinary shares.

Diluted loss per share for the six months ended 30 June 2008 are not presented 

because the impact of the exercise of the share options is anti-dilutive.
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9. TRADE RECEIVABLES

Trade receivables are due on presentation of invoices. The aging analysis of trade 

receivables is as follows:

 30 June  31 December

 2009  2008

 HK$’000  HK$’000

0-90 days 5,599  8,768

91-180 days 2,357  1,688

181-270 days 1,899  1,308

271-360 days 886  934

Over 360 days 31,957  30,611

Trade receivables, gross 42,698  43,309

Less: Provision for impairment of receivables (16,173 ) (15,053 )

Trade receivables, net 26,525  28,256

10. TRADE PAYABLES

The aging analysis of trade payables is as follows:

 30 June  31 December

 2009  2008

 HK$’000  HK$’000

0-90 days 44,011  65,811

91-180 days 3,396  6,740

181-270 days 5,607  1,589

271-360 days 3,168  1,039

Over 360 days 23,301  53,867

 79,483  129,046
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11. SHARE CAPITAL

 Number of
 ordinary shares of
 HK$0.01 each  HK$’000

Authorised:

At 1 January 2008, 31 December 2008 and 

 30 June 2009 500,000,000,000  5,000,000

Issued and fully paid:

At 1 January 2008, 31 December 2008 and 

 30 June 2009 68,645,035,794  686,450

12. EVENT AFTER THE REPORTING DATE

After the reporting date, the Group acquired certain convertible preferred stocks of 

Chinese Media Net Inc. (“CMN”), a company incorporated in Delaware, USA, at 

a consideration of approximately US$2.7 million. The convertible preferred stocks 

carry voting right together with all other classes and mandatory dividends on a 

cumulative basis at the rate of 10% per annum. As a result, CMN has become an 

associated company of the Group. The main businesses of CMN are provision of 

online international and regional news and related analyses, distribution of media 

contents, both proprietary and licensed, on its website “www.duowei.com”, and 

publication of newspapers and magazines in the eastern part of the USA.

13. COMPARATIVE FIGURES

Where necessary, certain comparative information has also been reclassified and 

expanded from previously reported interim financial statements to take into account 

any presentational changes made in these condensed consolidated interim financial 

statements upon adoptions of the new and revised HKFRSs.
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INTERIM DIVIDEND

The directors do not recommend the declaration of the payment of an interim dividend 

for the six months ended 30 June 2009 (30 June 2008: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

OPERATION REVIEW

During the period, the Company was principally engaged in property development, 

culture and media services and through its listed subsidiary, Sino-i, engaged in corporate 

IT application services, financial information services and distance learning education 

services. Turnover and net loss attributable to equity holders of the Company were 

approximately HK$256.1 million (6 months ended 30 June 2008: HK$228.0 million) 

and HK$369.7 million (6 months ended 30 June 2008 (restated): HK$131.1 million) 

respectively. The net assets of the Group attributable to equity holders was approximately 

HK$3,392.6 million (31 December 2008: HK$3,763.4 million), representing a value of 

HK$0.049 per share.

The substantial loss was mainly attributable to the followings:

1. the cost related to the financing of US$275 million from a financial institution for 

financing construction costs and expenditures of the Group’s flagship property 

project namely “The Peninsula”;

2. increase in advertising expenses for the pre-sale campaign of the Phase 2 of “The 

Peninsula”; and

3. consolidation of significant loss by Sino-i.

The management views that the overall operations and financial position of the Group as 

a whole remain sound and solid after taking into account of the sales proceeds from the 

sale of the Phase 2 of “The Peninsula” project which will be recognized upon the transfer 

of ownership titles to the purchasers, which is expected to be taken place at the end of 

2009.

The global financial crisis has seen signs to stabilize in mid-2009. In China, there are 

indicators showing significant economic recovery after implementation of a series of 

economic stimulus packages by the government. The Group does not anticipate a 

robust economic growth in the second half of the year and expects that it would remain 

moderate. However, the Group is seeing a strong rebound of the local property market, 

healthy expansion in domestic consumption and gradual improvement in trades. As a 

result, the market sentiment and consumer confidence will continue to improve. 
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

OPERATION REVIEW (continued)

Property Development

During the period, this division did not launch any sales, so no turnover was recorded (6 

months ended 30 June 2008: Nil).

Pre-sale of the Group’s flagship project of Phase 2 of “The Peninsula” in Shekou, 

Shenzhen, was started in January 2009. As of August 2009, the Group has achieved over 

RMB2.5 billions in contracted sales of approximately 130,000 sq. m. out of the total of 

199,050 sq. m. in saleable floor area of Phase 2 of “The Peninsula”. This sales result will 

be reflected upon the transfer of ownership titles of the residential units to the purchasers, 

which is expected to be taken place at the end of 2009. In view of the sales trend in the 

first eight months of 2009, the Group is optimistic in the sale of the remaining units, and 

a strong cash inflow to the Group is expected.

In addition to “The Peninsula”, the other one million sq. m. property project in 

Guangzhou has also started the main contractor tendering process. The project is 

expected to start construction later this year.

Corporate IT Application Services

During the period, turnover of this division was approximately HK$183.3 million (6 

months ended 30 June 2008: HK$195.6 million) and the net loss before income tax was 

approximately HK$113.6 million (6 months ended 30 June 2008 (restated): HK$91.7 

million).

The unfavourable economic environment has an impact on demand for IT application 

services in China. As a result, there was a decrease in turnover of the Group during the 

period. However, since the beginning of the second quarter of 2009, there are signs of 

improvement in demand for the IT application services in the market and in the sales of 

the Group. 
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

OPERATION REVIEW (continued)

Financial Information Services

During the period, turnover of this division was approximately HK$9.8 million (6 

months ended 30 June 2008: HK$11.0 million) and the net loss before income tax was 

approximately HK$21.0 million (6 months ended 30 June 2008: HK$17.9 million).

北京世華國際金融信息有限公司 (Beijing Shihua International Financial Information 

Company Limited), a subsidiary of Sino-i, will continue to invest in a prudent manner and 

promote its new product line. The Group is confident that the business performance of 

this division will improve in the near future, which in turn will generate satisfactory return 

for the Group because of growing financial market in China.

Distance Learning Education Services

During the period, turnover of this division was approximately HK$2.1 million (6 

months ended 30 June 2008: HK$4.9 million) and the net loss before income tax was 

approximately HK$2.8 million (6 months ended 30 June 2008: HK$2.2 million).

This division has established strategic partnership with the relevant Education Bureau of 

China. Furthermore, new policies are introduced by the Education Bureau for encouraging 

distance learning education. As a result, the Group is well positioned to benefit from such 

development.

Culture and Media Services

During the period, the turnover of this division was approximately HK$55.9 million (6 

months ended 30 June 2008: HK$15.2 million) and the net loss before income tax was 

approximately HK$12.8 million (6 months ended 30 June 2008: HK$4.3 million).

The Group will continue to focus on both the investment in and development of culture 

and media sector in 2009. Business of the culture and media services in 2009 will still 

remain in an active development stage, following the breakthrough achievement in 2008. 

As at 30 June 2009, there are 30 digital cinemas in operations with 88 screens and 19,070 

seats. Additional 229 screens have been in installation stage of which not less than 55 

screens are expected to be in operation in the second half of 2009.

A motion picture film namely “Confucius” jointly produced by a wholly-owned subsidiary 

of the Company and a domestic production company in China has finished its production, 

and is now in post-production stage. It is expected that the film’s premiere will be in early 

2010. Initial response of the film from the overseas market is encouraging, so satisfactory 

box office is expected. 
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

OPERATION REVIEW (continued)

Culture and Media Services (continued)

After the reporting date, the Group acquired certain convertible preferred stocks of 

Chinese Media Net Inc. (“CMN”), a company incorporated in Delaware, USA. The 

convertible preferred stocks carry voting right together with all other classes and 

mandatory dividends on a cumulative basis at the rate of 10% per annum. As a result, 

CMN has become an associated company of the Group. The main businesses of CMN are 

provision of online international and regional news and related analyses, distribution of 

media contents, both proprietary and licensed, on its website “www.duowei.com”, and 

publication of newspapers and magazines in the eastern part of the USA. 

Apart from the cinema business in China, the Group may have an opportunity to widen its 

international exposure in other media sector.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL

The Group continues to adopt prudent funding and treasury policies. As at 30 June 2009, 

the net assets of the Group attributable to the equity holders amounted to approximately 

HK$3,392.6 million (31 December 2008: HK$3,763.4 million), including cash and bank 

balances of approximately HK$1,064.7 million (31 December 2008: HK$211.1 million) 

(which were denominated mainly in US dollars, Renminbi and Hong Kong dollars). As 

at 30 June 2009, the Group’s aggregate borrowings including shareholders’ loan were 

approximately HK$4,564.7 million (31 December 2008: HK$4,827.7 million), including 

approximately HK$2,964.7 million (31 December 2008: HK$2,566.1 million) were bearing 

interest at fixed rates while approximately HK$1,600.0 million (31 December 2008: 

HK$2,261.6 million) were bearing interest at floating rates. The gearing ratio of the Group 

which is net debt divided by the adjusted capital plus net debt, decreased from 49.78% as 

at 31 December 2008 to 45.15% as at 30 June 2009.

The Group’s contingent liabilities at 30 June 2009 were approximately HK$78.1 million 

due to the guarantees given in connection with credit facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EXPOSURE TO FLUCTUATION IN EXCHANGE RATE

The majority of the Group’s borrowings and transactions were denominated in US dollars, 

Renminbi and Hong Kong dollars. Both the operating expenses and revenues were 

primarily in Renminbi. It is expected that the exchange rate of Renminbi will continue 

to appreciate resulting from the continuous economic growth in China. The Group’s 

reporting assets, liabilities and profits may be affected by the Renminbi exchange rate. 

Although the Renminbi exchange risk exposure is not significant during the period under 

review, the Group will keep on reviewing and monitoring the exchange risks between 

Renminbi and Hong Kong dollars. For the funding in US dollars, Hong Kong dollars has 

been linked to US dollars, and Hong Kong dollars are the reporting functional currency 

of the Group, the management of the Group considers the exposure on exchange risk is 

not significant. The Group may proceed to have some kind of foreign exchange hedging 

arrangements when appropriate and necessary.

EMPLOYEE

The Company employs and remunerates its employees based on their qualifications, 

experience and performance. In addition to basic salary payments, other benefits include 

housing, contributions to mandatory provident fund, group medical insurance, group 

personal accident insurance and examination leave, etc. Employees are eligible to be 

granted share options under the Company’s share option scheme at the discretion of the 

Board. In general, salary review is conducted annually. As at 30 June 2009, the Group had 

approximately 8,333 employees (30 June 2008: 7,760 employees). The salaries of and 

allowances for employees for the six months ended 30 June 2009 were approximately 

HK$225.6 million (6 months ended 30 June 2008: HK$184.4 million).

PROSPECT

In view of the continuous improvement in the China’s property market and the overall 

economy, the Group is optimistic towards the future property sales. The management 

of the Group is determined to establish our own product brand, timely replenish of the 

landbanks and manage the project development schedule more efficiently.

Cinema operation in China is a key area of the Group’s future development. As of the date 

of this report, the Group is operating more than 33 cinemas with encouraging results. This 

business segment in China is still in its infancy stage and the Group strongly believes this 

investment will bear fruitful return as the market is expected to experience strong growth 

in the coming decade.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of 

the Company’s listed securities during the six months ended 30 June 2009.



19

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the Code on Corporate 
Governance Practices (the “CG Code”) as set out in Appendix 14 of the Listing Rules 
throughout the six months ended 30 June 2009, except for the deviations mentioned 
below:

Code Provision A.2.1 stipulated that the roles of chairman and chief executive officer (the 
“CEO”) should be separated and should not be performed by the same individual.

The Company has not appointed a CEO. The role of the CEO is also performed by Mr. Yu 
Pun Hoi who is the chairman of the Company. The Board believes that vesting the roles 
of both chairman and CEO in the same person provides the Company with strong and 
consistent leadership, and allows for effective and efficient planning and implementation 
of business decisions and strategies.

Code Provision A.4.1 stipulated that non-executive directors should be appointed for a 
specific term subject to re-election.

The non-executive directors of the Company are not appointed for a specific term. 
However, all non-executive directors are subject to the retirement and rotation 
requirements in accordance with the Company’s Bye-Laws. As such, the Board considers 
that sufficient measures have been taken to ensure that the Company’s corporate 
governance practices are no less exacting than those in the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the Listing Rules. 
Specific enquiries have been made to all the directors and the directors have confirmed 
that they have complied with the Model Code throughout the six months ended 30 June 
2009.

AUDIT COMMITTEE

The Audit Committee comprises all the independent non-executive directors of the 
Company, namely Mr. Huang Yaowen, Prof. Jiang Ping and Mr. Lau Yip Leung. The Audit 
Committee has reviewed with management the accounting principles and practices 
adopted by the Group, the unaudited interim results for the six months ended 30 June 
2009, and discussed the financial control, internal control and risk management systems.

By order of the Board
Yu Pun Hoi

Chairman

Hong Kong, 21 September 2009

As at the date of this announcement, the directors of the Company are as follows:

Executive directors: Non-executive directors: Independent non-executive directors:
Mr. Yu Pun Hoi Mr. Qin Tian Xiang Mr. Huang Yaowen
Ms. Chen Dan Mr. Lam Bing Kwan Prof. Jiang Ping
Ms. Liu Rong  Mr. Lau Yip Leung
Mr. Wang Gang


