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MANAGEMENT DISCUSSION AND ANALYSIS
GCEVCEE R

BUSINESS AND OPERATION REVIEW

Huanxi Media Group Limited (the “"Company” or "Huanxi Media”,
together with its subsidiaries, collectively, the “Group”) seized on
opportunities arising from the relaxation of anti-pandemic policies
in China during the six months ended 30 June 2023 (the “Period”).
The film, Full River Red (#,T4L), invested and lead produced by the
Group, was strategically released in cinema circuits during the Chinese
New Year holiday. Directed by Zhang Yimou and starring Shen Teng,
Jackson Yee, Zhang Yi and Lei Jiayin, the film generated impressive
box office receipts and commendable feedback, and contributed
significant revenue to the Group in the first half year. According to
the data from Maoyan Professional Edition, the film'’s total box office
receipts amounted to RMB4,540 million, placing its sixth on the box
office chart in China's film history. It also topped the box office chart
for the Chinese New Year holiday of 2023.

Taking a proactive approach to preparation and production, the Group
has completed the post production stage of several films which are
scheduled for debut on cinema screens in the second half of 2023
or in 2024, including, Papa (%), which has already been released
this August, produced by Huang Bo, written and directed by Su Liang
and starring Huang Bo, Shan Yu Hao, Yan Ni, Janine Chang and Zhang
Zixian; Li Na (8 8 e _£15), directed by Chan Ho Sun Peter and starring
Hu Ge, Vincent Cassel and Hao Lei; The Movie Emperor (<1 ¥ % 4)
(formerly known as Red Carpet (&R £)), directed by Ning Hao and
starring Andy Lau; Call Me Crazy (®148), directed by Gu Changwei and
starring Ge You and Karry Wang; Unspoken (LAR 3.2 %) (formerly
known as Unspoken (#Fr2 1)), directed by Chen Daming and
starring Zhang Hanyu; Strangers When We Meet (3825 /), directed
and written by Zhang Guoli and starring Zhou Dongyu; Evacuate from
the 21st Century (121142 %2 2 4i#E), directed by Li Yang and starring
Zhang Ruoyun and Zhong Chuxi; and The Mountain (1 1L1), produced
by Wang Xiaoshuai and directed by Wu Di. The Group’s diversified
films have been able to meet the customization demanded by different
audiences, and also guarantee the generation of box office receipts.

With regard to the online video platform, the film Full River Red (i
JI4T) has been shown on “huanxi.com”, the Group’s online video
platform, after theater screenings. The Group has continued to uphold
the principle of selecting high-quality film and television content
at home and abroad. Excellent overseas movies were exclusively
launched on “huanxi.com”, such as Tigers (Lx#)J7A), winner of the
Flash Forward Award at the Busan Film Festival; Night of the Kings (£l
T 2 7&), nominated for the Tiantan Award at the Beijing International
Film Festival; Petite Maman (/)N #§14%), nominated for the Golden Bear
Award at the Berlin International Film Festival, Feathers (*FE), the
first Egyptian movie that won the Critics’ Week Grand Prize at the
Cannes Film Festival; and Azor (P Z& ), which was shortlisted for the
Encounters section of the 71st Berlin International Film Festival.
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MANAGEMENT DISCUSSION AND ANALYSIS
GCEVCEE R i

FINANCIAL REVIEW

Review of Results

During the reporting period, the Group recorded revenue and
film investment income, net of HK$1,393,279,000 (30 June 2022:
HK$14,573,000), sharply increase approximately of 95 times; and
turnaround from loss to profit, a net profit of HK$400,769,000 (30 June
2022: a net loss of HK$93,579,000). For the corresponding period
of previous year, as the operational rate of cinema in China was
adversely affected by the pandemic, the Group postponed screenings
of some blockbusters invested by the Group, resulting in a decrease
in the Group's revenue and recording a loss for the corresponding
period of previous year. For the reporting period, optimising related
anti-pandemic works, the film industry has been steadily recovering,
the Group can debut its film in cinema circuits as usual, resulting in an
increase in the Group's revenue and recording a profit.

The increase of selling and distribution costs during the reporting
period was mainly due to the increase of movie distribution activities,
income tax expense increased as recorded a turnaround profit during
the reporting period; and other losses, net increased as certain
film investors invested film rights held by the Group which income
generated from the theatrical release of the films was much more
than the amount invested, the Group needed to share the profit with
the investors and recognised a loss on film investment funds from
investors.

For the six months ended 30 June 2023, earnings per share of the
Group amounted to HK$0.11 (30 June 2022: loss per share of HK$0.03)
and net asset value per share attributable to the owners of the
Company was HK$0.45 (31 December 2022: HK$0.36).

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2023, the Group's capital
expenditure, daily operations and investments are mainly funded by
cash generated from its operations. As at 30 June 2023, the Group
had net current assets of HK$1,011,645,000 (31 December 2022:
HK$654,367,000), with cash and cash equivalents of HK$159,317,000
(31 December 2022: HK$53,634,000). As at 30 June 2023, the Group’s
current ratio (defined as total current assets divided by total current
liabilities) was approximately 2.50 (31 December 2022: approximately
1.77). As at 30 June 2023, the total equity of the Company amounted
to HK$1,659,465,000 (31 December 2022: HK$1,328,436,000) with total
borrowings of HK$65,761,000 (31 December 2022: HK$108,267,000).
The Group’s gearing ratio, expressed as the percentage of total
borrowings over total capital, was 0.04 (31 December 2022: 0.08) as
at 30 June 2023. Total capital is calculated as total equity plus total
borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS
GCEVCEE R

CAPITAL STRUCTURE

As at 30 June 2023, the Company had shareholders’ capital of
approximately HK$36,565,000 (31 December 2022: Same) which is
constituted of 3,656,472,362 ordinary shares (31 December 2022:
Same) of HK$0.01 each in issue (the “Share” or “Shares”). The
Company did not carry out any fund raising activities by issuing new
shares of the Company during the period under review.

CHARGES ON ASSETS

As at 30 June 2023, other receivables of HK$59,400,000 (31 December
2022: HK$71,000,000) are used to secure borrowings of HK$65,761,000
(31 December 2022: HK$74,434,000).

FOREIGN EXCHANGE EXPOSURE

The Group's cash flow from operations, cash on hand and assets are
denominated mainly in Hong Kong 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 reporting period, the Group regularly reviewed the risk and
credit control systems of its profit centers to improve those systems
overall and mitigate credit risk. There have been no significant changes
in the Group's risk management policy since the year-end date last
year.

CONTINGENT LIABILITIES

As at 30 June 2023, the Group had no significant contingent liabilities
(31 December 2022: Same).

CAPITAL COMMITMENT

Details of the commitments of the Group as at 30 June 2023 are set
out in Note 25 to the unaudited condensed consolidated interim
financial information.
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MANAGEMENT DISCUSSION AND ANALYSIS
GCEVCEE R i

MATERIAL INVESTMENTS

Save as the film and TV programmes rights set out in Note 17 to the
unaudited condensed consolidated interim financial information, the
Group had no material investments during the reporting period.

MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

The Group had no material acquisitions and disposals of subsidiaries,
associates and joint ventures for the six months ended 30 June 2023.

FUTURE PLANS FOR MATERIAL INVESTMENTS

The Group is seeking for investment opportunities, including but not
limited to, in the media and entertainment related businesses in order
to expand the source of income and prospects of the Group.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2023, the Group had 87 full-time employees (31
December 2022: 87) and 4 part-time employees (31 December 2022: 4).
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.
Forfeited contributions cannot be used by the Group to reduce the
existing level of contribution to the defined contribution schemes.
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MANAGEMENT DISCUSSION AND ANALYSIS
GCEVCEE R

PROSPECTS

The Chinese film industry is recovering at a steady pace, benefiting
from the complete resumption of cinema operation, enthusiastic
consumption sentiment among audiences and a series of favorable
policies introduced in China. The Group plans to release several films
on theater screens in the second half year, and the recently launched
film, Papa (%), is one of them. It is a comedy invested and produced
by the Group. Written and directed by Su Liang, the film features father
and son relationship played by Huang Bo and Shan Yu Hao, telling a
funny school adventure through the fight for a primary school place
admission. The hilarious experience, packed with lots of laughter and
warmth, could become a mutual growth process for both parents and
children.

In line with its “Content is King" strategy, the Group is committed
to creating and developing more diverse and quality film and
television productions by collaborating with outstanding directors and
professional production teams. The Group will continue to cooperate
with top Chinese directors such as Ning Hao, Xu Zheng, Chan Ho Sun
Peter, Wong Kar Wai, Zhang Yibai, Gu Changwei, Zhang Yimou, Huang
Bo, Chen Daming and Wang Xiaoshuai to create more films and TV
productions which are excellent in both artistic and commercial value,
S0 as to consolidate its leadership in the Chinese film and TV industry.

With regard to the online video platform, the Group will continue to
develop its online video platform “huanxi.com” by introducing more
outstanding content, including movies and TV productions which
will be aired in the second half year, namely Serre Moi Fort (# %
#), nominated for the ‘Best Adaptation’ at the 47th César Awards
in France, and Three Floors (= [E# ), nominated for the Golden
Palm Best Picture Award at the Cannes Film Festival. The Group will
also continue to cooperate with major internet and entertainment
companies to attract a wider user base and promote the development
of "huanxi.com”.

Looking ahead, the Group will continue to optimise deployment of its
"Content is King” strategy, and assume creation of outstanding original
content as its responsibility. It will also strengthen communications
with outstanding directors and production teams to increase the
output of content and its quality. The Group will enhance promotion
of "huanxi.com” by deepening cooperation with Internet and
entertainment entities to capture opportunities arising from the paid
online viewing trend, in order to further consolidate the Group’s
leading position in China’s film and television industry, and create
high-value and long term returns for its shareholders.
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CORPORATE GOVERNANCE
BXER

CORPORATE GOVERNANCE PRACTICES

Throughout the six months ended 30 June 2023, the Company has
applied the principles and complied with the code provisions of the
Corporate Governance Code as set out in Appendix 14 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 to the Listing Rules on terms no less exactly than the
required standard set out in the Model Code. Having made specific
enquiry, all directors (the “Directors”) confirmed that they fully
complied with the Model Code throughout the reporting period.

BOARD COMPOSITION

The board of Directors of the Company (the “Board”) currently
comprises two executive Directors, three 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 was no change in Directors’ information since the date of the
annual report 2022, which is required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.
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OTHER INFORMATION
A & R

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the six
months ended 30 June 2023 (for the six months ended 30 June 2022:
Same).

DIRECTORS' INTERESTS IN SECURITIES

As at 30 June 2023, the interests and short positions of each Director
and chief executive of the Company in 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 “SFQ")), 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

PHERE

EEeRRERBEE_SE_=FA=THI1E~
BERAZHERE(BE_E-_FNA=1THIE~
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Number of Ordinary Shares Number of
EERHE underlying Approximate
Shares held percentage
Corporate Personal under share of the issued
Name of Directors interests interests Sub-total options Total Shares
BRETREZ HEBRTRG
EEpE NEER AR M HBEROHA @t BARDH
Mr. Dong Ping® (“Mr. Dong") 1,432,104,354 42,230,000 1,474,334,354 2,700,000 1,477,034,354 40.40%
BYTEENERE])
Mr. Ning Hao@ (“Mr. Ning") 1,432,104,354 42,230,000 1,474,334,354 2,700,000 1,477,034,354 40.40%
EEEEO(ELE])
Mr. Xu Zheng® (“Mr. Xu") 1,432,104,354 42,230,000 1,474,334,354 2,700,000 1,477,034,354 40.40%
RIFLEO(REED
Mr. Xiang Shaokun, Steven® - = - 27,000,000 27,000,000 0.74%
TR KA
Mr. Li Xiaolong® 15,060,000 - 15,060,000 - 15,060,000 0.41%
Nkt
Mr. Wang Hong® - 200,000 200,000 - 200,000 0.01%

T x4
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OTHER INFORMATION
A & R

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 800,000 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 42,230,000
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,
Mr. Ning, Pacific Wits Limited (“Pacific Wits"), Mr. Xu and Tairong Holdings
Limited (“Tairong") 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.

These Shares are jointly held by Mr. Wang Hong and his spouse.
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OTHER INFORMATION
A & R

Save as disclosed above, as at 30 June 2023, none of the Directors
or chief executive of the Company or any of their associates had
any interests or short positions in 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 2023, 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.

Name of shareholders Capacity

BRREM A 5%

BREXHEBEN  RZTZ=FA=+H ' A2
AEE  THRAHIAREEACBEALIRART
S EEREEE (& R &5 ME GRBIFEXVED
2B kD RERET - SEERLENA
RARIERE 7 LB GRPIFI521EAEHF 2B M
HIRBIRE TR STTAEG AR R R BER Pr 2 (17

ke -

R-ZB-_=ZFRA=1TH BAREZ[EFEZE
HiEm AR EEN  ARREAETIEE
R - ARIERE 7 R E G HIF336E AR T
B BT %A £ 2 s o

Number of
ordinary
Shares held
BEZ
ERRHA

Number of
underlying
Shares held™
BEZ
HERGHA

Approximate
percentage of
shareholding
IR RERE A
BAL

Beneficial owner, interests of
controlled corporation and a party
to an agreement required to be
disclosed under section 317 of the
SFO

EREBA  XERZERR R
IR IREE F R AERRIE317
BATHENRES

Dong Ping™ (“Mr. Dong")
ETO(ELAE]

Beneficial owner and interests of a
party to an agreement required
to be disclosed under section
317 of the SFO

ERlA ARBRITHNTREE
FREAEEMEN7IERETRE
HI#E 2

Newwood Investments Limited®
(“Newwood")

Beneficial owner
EmEA A

Numerous Joy Limited
HHEBRAT]

Beneficial owner
EmEA A

Highrise Castle Limited

1,474,334,354

1,474,334,354

92,342,216

800,000

2,700,000

2,700,000

40.40%

40.40%

2.53%

0.02%
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Name of shareholders

RREB A

Capacity

54

Number of
ordinary
Shares held
¥Ez
LZEREE

Number of
underlying
Shares held”
BEz
HERGHA?

Approximate
percentage of
shareholding
IR R4
BAk

Ning Hao®@ (“Mr. Ning")
O[B4 £ )

Pacific Wits Limited?
("Pacific Wits")
FAEBBRAT(FAD

Xu Zheng® (“Mr. Xu")
RIFO([fRE]D)

Tairong Holdings Limited®
("Tairong")
FIEIEIRB R A A ZR=IE])

Bilibili Inc.®
R IZE AN B R AR

FMR LLC.®

Maoyan Entertainment©
SHAR AR O

Interests of controlled corporation
and a party to an agreement
required to be disclosed
under section 317 of the SFO

B EEER KRR
BERAEBROIEINTIEET
BENER

Beneficial owner and interests of a
party to an agreement required
to be disclosed under section
317 of the SFO

BB ARBZTOAREES
FEIEIEBIE317IGE T IR EE
B

Interests of controlled corporation
and a party to an agreement
required to be disclosed under
section 317 of the SFO

RiEHDEBEE R R ET A IR E
BHREE GO E7IRAT
TR R

Beneficial owner and interests of a
party to an agreement required
to be disclosed under section
317 of the SFO

BB ARBZEITOAREBERS
MEREIEPIEI7IEBTIRE
B =

Beneficial owner
BEmiEA A

Beneficial owner
EmBEAA

Beneficial owner
EmEA A

1,474,334,354

1,474,334,354

1,474,334,354

1,474,334,354

346,626,954

214,049,770

208,430,000
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2,700,000

2,700,000

2,700,000

40.40%

40.40%

40.40%

40.40%

9.48%

5.85%

5.70%
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Notes:

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 800,000 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 42,230,000 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, Mr. Ning, Pacific Wits, Mr. Xu and Tairong 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.

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.

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. 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.

Such disclosure of interests was made in the form of notice pursuant to Part
XV of the SFO disclosed by Bilibili Inc. on 24 September 2020.

Such disclosure of interests was made in the form of notice pursuant to Part
XV of the SFO disclosed by FMR LLC. on 27 February 2023.

Such disclosure of interests was made in the Company’s announcement
dated 14 October 2022.

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 Options” in this report.
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