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Interim Results Announcement
For the six months ended 30 June 2010

The board of directors (“Board” or “Directors”) ®ME Group Limited (“Company”) hereby announces
the unaudited consolidated results of the Compamty its subsidiaries (“Group”) for the six months

ended 30 June 2010 together with the comparatiyerds for the corresponding period in 2009 as
follows:

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHSENDED 30 JUNE 2010

Six months ended 30 June

2010 2009

(Unaudited) (Unaudited)

Notes HK$'000 HK$'000

Turnover 3 87,979 120,803
Revenue 4 60,347 56,368
Cost of sales (53,763) (51,265)
Gross profit 6,584 5,103
Other income 5,398 3,058
Selling and distribution expenses (5,351) (5,270)
Administrative expenses (28,654) (34,674)
Gain on disposals of associates - 86,480
Change in fair value of held for trading investnsent (43,845) 58,795

Gain on disposals of held for trading investments 7,276 6,747
Change in fair value of convertible bonds desighate

as financial assets at fair value through

profit or loss (23,434) -
Gain on disposals of convertible bonds designated

as financial assets at fair value through

profit or loss 500 -
Return on advances and charge over

assets granted to an associate 1,234 -
Share of results of associates 16,782 30
Share of result of a jointly controlled entity 755 50
Finance costs 5 (7,713 (533)
(Loss)/profit before taxation (70,468) 119,786
Taxation 6 () (10,727)
(L oss)/profit for the period 7 (70,522) 109,059




Six months ended 30 June

2010 2009
(Unaudited) (Unaudited)
Notes HK$'000 HK$'000
Other comprehensive (loss)/income
Recognition of fair value change
on available-for-sale investments (16,266) 23,906
Other comprehensive (loss)/
income for the period (16,266) 23,906
Total comprehensive
(loss)/incomefor the period (86,788) 132,965
(L oss)/profit for the period attributable to:
- Owners of the Company (70,485) 108,683
- Minority interests (37) 376
(70,522) 109,059
Total comprehensive (loss)/income
attributableto:
- Owners of the Company (86,751) 132,589
- Minority interests (37) 376
(86,788) 132,965

(Loss)/earnings per share
- Basic
- Diluted

(HK 3.90cents)
N/A

HK 6.18cents
HK 6.14cents




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ASAT 30 JUNE 2010
30 June 31 December
2010 2009
(Unaudited) (Audited)
Notes HK$'000 HK$'000
Non-Current Assets
Property, plant and equipment 18,676 20,049
Investment property 4,100 4,100
Available-for-sale investments 110,299 137,101
Interests in associates 338,699 135,449
Interest in a jointly controlled entity 8,112 7,357
Club debentures 350 350
480,236 304,406
Current Assets
Inventories 15,763 9,456
Debtors, deposits and prepayments 10 50,034 162,811
Convertible bond designated as financial assets at
fair value through profit or loss 78,899 101,319
Amounts due from associates 44,364 44,631
Loan receivables 59,873 52,700
Taxation recoverable 574 574
Held for trading investments 71,998 115,159
Deposits placed with financial institutions 13 3,203
Pledged deposit 6,200 -
Bank balances and cash 287,285 14,591
615,003 504,444
Assets classified as held for sale 83,763 83,427
698,766 587,871
Current Liabilities
Creditors and accruals 11 11,461 12,270
Taxation payable 32,452 32,398
Bank and other loans 5,644 11,515
49,557 56,183
Liabilities directly associated with assets
classified as held for sale 8,058 8,423
57,615 64,606
Net Current Assets 641,151 523,265
Total Assets less Current Liabilities 1,121,387 827,671
Non-Current Liabilities
Convertible bonds 232,956 -
Promissory note 49,839 -
Deferred taxation 3,704 3,704
286,499 3,704
834,888 823,967
Capital and Reserves
Share capital 18,147 18,052
Reserves 815,810 804,947
Equity attributable to owners of the Company 833,957 822,999
Minority interests 931 968
834,888 823,967




NOTES

1.

BASIS OF PRESENTATION

The condensed consolidated financial statemems been prepared in accordance with the Hong
Kong Accounting Standard (“HKAS”) 34 "Interim Finaial Reporting" issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPAand the applicable disclosure requirements
of Appendix 16 to the Rules Governing the ListirfgSecurities (“Listing Rules”) on The Stock
Exchange of Hong Kong Limited.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements haen prepared on the historical cost basis
except for certain financial instruments, which mreasured at fair values.

The accounting policies used in the condensed ddased financial statements are consistent
with those followed in the preparation of the Greuannual financial statements for the year
ended 31 December 2009.

In the current interim period, the Group has appli®r the first time, the following new and
revised standards, amendments and interpretatforesv(and revised HKFRSs”) issued by the
HKICPA.

HKFRSs (Amendments) Amendment to HKFRS 5 incluidddhprovements to
HKFRSs 2008

HKFRSs (Amendments) Improvements to HKFRSs 2009

HKAS 27 (Revised) Consolidated and Separate Finh8tatements

HKAS 39 (Amendment) Eligible Hedged Items

HKFRS 1 (Amendment) Additional Exemptions for [rtisne Adopters

HKFRS 2 (Amendment) Group Cash-settled Share-bBaghent Transactions

HKFRS 3 (Revised) Business Combinations

HK (IFRIC) - Int 17 Distributions of Non-cash Assdb Owners

The adoption of the new and revised HKFRSs hasnlsathaterial effect on the reported results
and financial position of the Group for the currentprior accounting periods. Accordingly, no
prior year adjustment has been required.

The Group has not early adopted the following newl aevised standards, amendments or
interpretations that have been issued but areetatffective.

HKFRSs (Amendments) Improvements to HKFRSs 2010

HKAS 24 (Revised) Related Party Disclosdres

HKAS 32 (Amendment) Classification of Rights Issue

HKFRS 1 (Amendment) Limited Exemption from Compa@ HKFRS 7
Disclosures for First-time Adoptérs

HKFRS 9 Financial Instrumenits

HK (IFRIC) - Int 14 (Amendment) Prepayments of invhum Funding Requiremeht

HK (IFRIC) - Int 19 Extinguishing Financial Lialiies with Equity
Instrument$

Effective for annual periods beginning on or afteluly 2010 and 1 January 2011, as appropriate.
Effective for annual periods beginning on or aftéfebruary 2010.

Effective for annual periods beginning on or afteluly 2010.

Effective for annual periods beginning on or aftefanuary 2011.

Effective for annual periods beginning on or aftefanuary 2013.
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TURNOVER

Turnover represents the amounts received and wdadeifrom the manufacture and trading of
polishing materials and equipment, provision oftécal service, net of allowances and returns
and sales tax; trading of equity securities aneredt income, during the period.

Six months ended 30 June

2010 2009
(Unaudited) (Unaudited)
HK$'000 HK$'000

Manufacturing and trading of polishing materials
and equipment and provision of technical service 60,344 55,243
Proceeds from disposals of held for trading investis 27,632 64,435
Interest income 3 1,125
87,979 120,803

SEGMENTAL INFORMATION

The analysis of the revenue and segment restifedbroup by operating divisions is as follows:

Revenue Segment result
Six months ended 30 June
2010 2009 2010 2009

(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
HK$'000 HK$'000 HK$'000 HK$'000

Operating divisions

Polishing materials and equipment 60,344 55,243 (6,783) (13,492)
Investment 3 1,125 (59,162) 146,313

60,347 56,368 (65,945) 132,821
Unallocated corporate expenses (2,208) (15,560)
Unallocated corporate income 5,398 3,058
Finance costs (7,713 (533)
(Loss)/profit before taxation (70,468) 119,786

The Group’s operating and reportable segmentssai@laws:

(a) Polishing materials and equipment — polishing niaerand equipment and provision of
technical service; and

(b) Investment — investments in trading equity seasiticonvertible bonds, available-for-sale
investment and associates.



The following table provides an analysis of the @re revenue by geographical market,
irrespective of the origin of customers:

Six months ended 30 June

2010 2009

(Unaudited) (Unaudited)

HK$'000 HK$'000

Hong Kong 9,591 10,521
Mainland China 44,643 37,467
Other Asian regions 4,106 7,799
North America and Europe 526 371
Other countries 1,481 210
60,347 56,368

FINANCE COSTS

Six months ended 30 June

2010 2009

(Unaudited) (Unaudited)

HK$'000 HK$'000

Interest on bank overdrafts and bank borrowings

wholly repayable within five years 248 530
Interest on other loans 81 -
Interest on convertible bonds 740 -
Interest on promissory note 1,233 -
Imputed interest on convertible bonds 3,798 -
Imputed interest on promissory note 1,613 -
Interest on finance lease - 3
7,713 533

TAXATION

Six months ended 30 June

2010 2009
(Unaudited) (Unaudited)
HK$'000 HK$'000
The charge comprises:
Current tax
- Hong Kong 54 10,727

Hong Kong Profits Tax is calculated at 16.5% ondhktmated assessable profits for both periods.

Taxation arising in other jurisdictions is calceldt at the rates prevailing in the relevant
jurisdictions.



(LOSS)/PROFIT FOR THE PERIOD

Six months ended 30 June

2010 2009
(Unaudited) (Unaudited)
HK$'000 HK$'000

(Loss)/profit for the period has been

arrived at after charging:

Depreciation of property, plant and equipment 4,123 3,481
Share-based payments 2,155 -
Release of prepaid lease payments 145 145
Cost of inventories sold 53,763 51,265

DIVIDEND

The Board does not recommend payment of an intdmdend for the six months ended 30 June
2010 (six months ended 30 June 2009: Nil).

(LOSS)/EARNINGS PER SHARE
The calculation of the (loss)/earnings per shatmged on the following data:

Six months ended 30 June

2010 2009
(Unaudited) (Unaudited)
HK$'000 HK$'000
(Loss)/profit attributable to
owners of the Company
for the purpose of (loss)/earnings per share (70,485) 108,683

Number of shares
30 June 2010 30 June 2009
(Unaudited) (Unaudited)

‘000 ‘000
Weighted average number of ordinary shares
for the purpose of basic (loss)/earnings per share 1,807,966 1,759,000
Weighted average number of ordinary shares
for the purpose of dilutive earnings per share - 1,771,000

No diluted loss per share has been presented dosishmonths ended 30 June 2010 because the
exercise of the potential dilutive ordinary shameaild result in a reduction in loss per share.



10. DEBTORS, DEPOSITS AND PREPAYMENTS

The Group has a policy of allowing average creditiod of 60 to 90 days to its trade debtors. In
addition, for certain customers with long-estat#@helationship and good past repayment histories,
a longer credit period may be granted.

The aged analysis of the trade debtors of HK$J70M® (31 December 2009: HK$52,768,000)
which are included in the Group’s debtors, depasits prepayments is as follows:

30 June 31 December

2010 2009

(Unaudited) (Audited)

HK$'000 HK$'000

Within 30 days 12,045 22,260
31 to 60 days 10,598 16,892
61 to 90 days 9,332 7,542
Over 90 days 5,762 6,074
37,737 52,768

Bills receivable - 375
Other debtors, deposits and prepayments 12,297 109,668
50,034 162,811

11. CREDITORS AND ACCRUALS

The aged analysis of the trade creditors of HK$5020 (31 December 2009: HK$6,620,000)

which are included in the Group’s creditors andaals is as follows:

30 June 31 December
2010 2009
(Unaudited) (Audited)
HK$'000 HK$'000
Within 30 days 3,199 4,561
31 to 60 days 810 982
61 to 90 days 955 750
Over 90 days 56 327
5,020 6,620
Other creditors and accruals 6,441 5,650
11,461 12,270

12. CONTINGENT LIABILITIES

The Group had no material contingent liabilitiesa680 June 2010 and 31 December 2009.

13. CAPITAL COMMITMENTS

30 June 31 December
2010 2009
(Unaudited) (Audited)
HK$'000 HK$'000
Contracted for but not provided:
- Acquisition of an associate - 120,000




14. PLEDGE OF ASSETS

As at 30 June 2010, the Group had pledged its hedddand and buildings included in assets
classified as held for sale, investments in listedurities and pledged deposit with carrying values
of approximately HK$59,266,000, HK$180,277,000 &#€56,200,000 respectively to secure the
general credit facilities granted to the Group.

As at 31 December 2009, the Group had pledgedatsehold land and buildings included in assets
classified as held for sale and investments iedistecurities with carrying values of approximately
HK$59,908,000 and HK$115,200,000 respectively tusethe general credit facilities granted to
the Group.

15. OPERATING LEASE COMMITMENTS

The Group as lessee

As at 30 June 2010, the Group had commitmentsfuture minimum lease payments under
non-cancellable operating leases in respect @feoffremises which fall due as follows:

30 June 31 December

2010 2009

(Unaudited) (Audited)

HK$'000 HK$'000

Within one year 4,140 1,788
In the second to fifth years inclusive 2,760 -
6,900 1,788

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review and Financial Performance

The Group’s turnover for the six months ended 32010 decreased by 27.2% to HK$88.0 million as
compared with the corresponding period in 2009. déeease in turnover was mainly due to decrease in
proceeds from disposals of held for trading investts. Segmental revenue of polishing materials and
equipment division increased by 9.2% for the sixnthe ended 30 June 2010, as compared with the
same period last year. Segmental revenue of inesdtaivision for the six months ended 30 June 2010
amounted to HK$3,000, representing a decrease.8¥98s compared with the same period last year.

Loss for the six months ended 30 June 2010 athiiteitto the owners of the Company was
approximately HK$70.5 million (six months ended Bhe 2009: profit of HK$108.7 million), which
was mainly due to decrease in fair value of heldtfading investments, decrease in fair value of
convertible bonds designated as financial assdt@ratalue through profit or loss and decreasgam

on disposals of associates as compared with the panod last year.

The increase in the revenue of polishing matedats equipment division was due to increase in déman
for the Group’s products as a result of the econaetovery in the first half of 2010. As the Grdugs
been concentrating on sales of the manufacturimteading products with higher margin, the gross
profit margin of the Group’s products increasedrfrd.2% in the first half of 2009 to 10.9% in thesfi
half of 2010.

The investment division recorded a segmental Idsapproximately HK$59.2 million as a result of
decrease in fair value of held for trading invesitaeand convertible bonds held.



Liguidity and Financial Resources

As at 30 June 2010, the Group had interest-bednamx borrowings of approximately HK$11nillion

(31 December 2009: HK$11.5 million), which werentature within one year. The Directors expect that
all the bank borrowings will be repaid by intergadlenerated funds or rolled over upon maturity aiid
continue to provide funding to the Group’s openasio

As at 30 June 2010, the Group had pledged its hedddand and buildings, investments in listed
securities and pledged deposits with carrying \&ahfeapproximately HK$59,266,000, HK$180,277,000
and HK$6,200,000 respectively to secure the gemeedit facilities granted to the Group.

As at 31 December 2009, the Group had pledgeceisehold land and buildings included in assets
classified as held for sale and investments iredistecurities with carrying values of approximately
HK$59,908,000 and HK$115,200,000 respectively touse the general credit facilities granted to the
Group.

As at 30 June 2010, current assets of the Groupuai®d to approximately HK$698.8 million (31
December 2009: HK$587.9 million). The Group’s catreatio (measured as total current assets to total
current liabilities) was approximately 12.1 timesa 30 June 2010 as compared with 9.1 times 3% at
December 2009. At 30 June 2010, the Group had &stts of approximately HK$1,179.0 million (31
December 2009: HK$892.3 million) and total lialdi& of approximately HK$344.1 million (31
December 2009: HK$68.3 million), representing ariggaratio (measured as total liabilities to total
assets) of 29.2% as at 30 June 2010 as compated Wb as at 31 December 2009.

Foreign Exchange Exposures

The Group’s purchases and sales are mainly dentedina United States dollars, Hong Kong dollars
and Renminbi. The operating expenses of the Groaigither in Hong Kong dollars or Renminbi. The
Group’s treasury policy is in place to monitor andnage its exposure to fluctuation in exchangesrate

Outlook

It is expected that economic recovery will contiriug there is still full of uncertainty in terms tife
sustainability of the recovery. It is expected thamand for consumer products will grow but in@ns|
pace. The costs of raw materials are increasingit s difficult to transfer all the cost increast the
customers as the market competition is very kede. Directors remain cautious of the outlook of the
polishing product business. The Group will contirtaeenforce cost-saving measures, concentrate on
selling products with high profit margin and expatsddistribution network.

The acquisition of 49% equity interests in Giantli@&n Limited (“Giant Billion”) was completed in
February 2010. In view of the fact that the PRC traes of the largest television viewing marketshe t
world and cable networks provide an important me#rglevision transmission in the PRC, the Group
believe that the cable television industry in tHeCPhas great potential for further development. The
Directors consider that the investment in Gianti@il will provide a good opportunity for the Grotp
participate in the media industry in the PRC anihcpreturn to the Group. It is expected that the
respective digital sports television channel wélready for public broadcast in the 4th quarte2Gifo.

The recovery of the global economy remains unaertds there are potential pitfalls in the external
environment, the Directors will continue to adopugent investment strategies, but believe that
attractive investment opportunities are availalsleeampanies and businesses may well be undervalued
in a volatile financial market.

In May 2010, the Company successfully raised apprately HK$260.7 million through issuing

convertible bonds to an investor. The new fundegisas strengthened the cash flow of the Group and
has provided funding for future investments.
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Material acquisition of an associate

The transaction in relation to the acquisition 8%&equity interests in Giant Billion at the consaten
of HK$200,000,000 was completed on 1 February 2@Me¢Xails were set out in the Company’s
announcements dated 3 June 2009 and 5 Januana@@Xfircular dated 7 September 2009.

Fund Raising Activity

During the period under review, the Company placedvertible bonds of HK$264,000,000 to an
investor. The net proceeds from the placing, afegtucting the placing commission, are approximately
HK$260,700,000.

As at 30 June 2010, net proceeds of approximat&l$280,700,000 have been deposited into a licensed
bank in Hong Kong and will be applied in accordawiit the plans as set out in the Company’s circula
dated 26 April 2010.

Employees and Remuneration

As at 30 June 2010, the Group had approximatelyetbployees (31 December 2009: 150 employees)
in Hong Kong and Mainland China. The employeesraneunerated with basic salary, bonus and other
benefits in kind with reference to industry praetand their individual performance. The Companyg als
operates a share option scheme of which the Boasgl am its discretion, grant options to employekes o
the Group.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIESOF THE COMPANY

Neither the Company, nor any of its subsidiariecipased, sold or redeemed any of the listed seurit
of the Company during the six months ended 30 2046.

CORPORATE GOVERNANCE

The Board considers that good corporate governahdee Company is crucial to safeguarding the
interests of the shareholders and enhancing tHerpence of the Group. The Board is committed to
maintaining and ensuring high standards of corpogvernance. The Company has applied the
principles and complied with all the applicable equtovisions of the Code on Corporate Governance
Practices as set out in Appendix 14 of the LisiRudes for the six months ended 30 June 2010.

CODE FOR SECURITIESTRANSACTIONSBY DIRECTORS

The Company has adopted the Model Code for Seesiritransactions by Directors of Listed Issuers
(“Model Code”) as set out in Appendix 10 of thetlrig Rules as its code of conduct for dealings in
securities of the Company by the Directors. Folliyva specific enquiry, all Directors confirmed that
they have complied with the required standardsosetin the Model Code throughout the six months
ended 30 June 2010.

AUDIT COMMITTEE REVIEW

The Company has established an Audit Committeectwhonsists of three independent non-executive
Directors of the Company.

The Audit Committee has reviewed the unaudited ensdd consolidated financial statements for the six
months ended 30 June 2010.
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BOARD OF DIRECTORS

As at the date of this announcement, the Board osag(1) Mr. Cheng Kwok Woo, Mr. Cheng Kwong
Cheong, Ms. Yeung Sau Han Agnes, Ms. Chan Shuirshéwy and Mr. Tin Ka Pak as executive
Directors; and (2) Messrs. Leung Yuen Wing, Soong Kieng and Chow Fu Kit Edward as independent
non-executive Directors.

On behalf of the Board
PME Group Limited
Cheng Kwok Woo
Chairman
Hong Kong, 27 August 2010

*  For identification purpose only
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