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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE?”)

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make the
decision to invest only after due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the Main Board of the
Stock Exchange and no assurance is given that there will be a liquid market in the securities traded on
GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this
report, 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 report.

This report, for which the directors of National Arts Entertainment and Culture Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the Stock Exchange for the purpose of giving information with
regard to the Company. The directors of the Company, having made all reasonable enquiries, confirm that to the
best of their knowledge and belief the information contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this report misleading.
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Unaudited Consolidated Statement of Profit or Loss and
Other Comprehensive Income

Notes to the Consolidated Financial Statements

Management Discussion and Analysis
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The board (the “Board”) of directors (the “Directors”) of
National Arts Entertainment and Culture Group Limited
(the “Company”) announces the unaudited consolidated
results of the Company and its subsidiaries (collectively
referred to as the “Group”) for the nine months ended 30
September 2017, together with the comparative figures for
the corresponding period in 2016 as follows:
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UNAUDITED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME
A AR Bk 1 HE B e LAt 2 i WL 2 3%

Notes

i

Three months ended Nine months ended
30 September 30 September

BEALA=THIE=ZEA BEAA=THLEAEA

2017 2016 2017 2016
—E-tf LN —EF—tF ZE-RE
HK$’000 HK$'000 HK$°000 HK$'000
FTER FET FHER FET
(Unaudited) (Unaudited) EE(LETT[IETe)] (Unaudited)
(REBE®) GRS (REER) (RiEER)

Revenue L/ ON 3
Other income HoAth U A 3
Cost of film production BRRER AR
Employee benefit expenses EERFIFS

Depreciation of property, plant and % - BRERZETE
equipment

Amortisation of land lease BT A E
prepayments
Other operating expenses Hing & & A
Finance costs A& AR 4
Loss on early redemption of REBERAHRRESRNER

convertible bonds
Loss on disposal of a subsidiary HE—HHBARMNEER
Loss on disposal of an associate & — [ H & QA 18

Share of loss of an associate AE— M E QA ER

Share of loss of a joint venture AME—HELECEEE

Loss before income tax EFECE AT o] 5
Income tax expense FIRCE 5 6
Loss for the period AHEEE

Other comprehensive income/ HEt2EK A/ (FIX)
(expense)

Item that will not be reclassified FEEJBEZNHIEE
to profit or loss

Gain on revaluation of properties ~ EfGEF{EE R EH U H
held for own use

Income tax relating to gain on EHREMFEERMEN KR
revaluation of properties held for MATER
own use

Item that may be reclassified HiETREINBEBENIER
subsequently to profit or
loss

Exchange difference on translation REGIINEBHBREGESE
of financial statements of foreign WENZ8
operations

65,147 10,330 151,253 37,888
154 4,071 532 13,023

- - - (830)
(12,122) (9,896) (68,509) (29,058)
(2,947) 2,51) (33,823) (32,061)
(3,440) (3,358) (10,318) (10,074)
(10,718) (22,175) (56,804) (66,419)
(49,003) (35,058) (123,719) (101,100)
- - (495)

- (79) —

(113) (113) -

- - (143)

(83) (580) (474)
(13,125) (142,160) (189,743)
(13,125) (142,160) (189,743)

18,705
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UNAUDITED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
RECHEN 2 5r G 1R a8 o H A ST i a3

Three months ended
30 September

BEAA=THLE=ZMEA

2017

—T—t#F

Note HK$’000
Wiy = FHET

(Unaudited)
(REER)

Other comprehensive income/
(expense) for the period

FHBRAMBZERAN
(F%)

Total comprehensive expense for A2 EMH X A%

the period

Loss for the period
attributable to:

Owners of the Company

Non-controlling interests

Total comprehensive expense for
the period attributable to:

Owners of the Company

Non-controlling interests

Loss per share
Basic and diluted

et A R 518 -

ARAEAA
T 5

FE 46 A B ) 2 T B X 40 8R -

ARREEA
RS

B E#E
EAN#E

(6,402)

(13,125)

(13,125)

(6,402)

(6,402)

(HKO0.23
7 cents# {ll)

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED [3 £5ff 44 3 {b 4E [ 45 PR =)

2016

T —RE
HK$'000
FET
(Unaudited)
(REEZ)

(HK1.44

centsi# 1Ill)

Nine months ended
30 September

BEAA=THLEREAR

2017
—T-t&
HK$’000
FHER
(Unaudited)
(REEH)

(123,455)

(142,156)
(L]

(142,160)

(123,451)
(4)

(123,455)

(HK3.31
cents i fll)

2016
—TRE
HK$'000
FET
(Unaudited)
(REERZ)

25,790

(163,953)

(189,742)

()

(189,743)

(163,952)
(1)

(163,953)

(HK5.27

cents i )



NOTES TO THE CONSOLIDATED

GENERAL

National Arts Entertainment and Culture Group Limited
was incorporated in the Cayman Islands on 16 November
2001 as an exempted company under the Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. On 14 October 2010, the
Company deregistered in the Cayman Islands and duly
continued in Bermuda as an exempted company under the
laws of Bermuda effective on 14 October 2010. The
registered office of the Company is Clarendon House, 2
Church Street, Hamilton HM11, Bermuda. The Company’s
principal place of business in Hong Kong is Rm. L&M,
21/F., Kings Wing Plaza, Phase 1, No. 3 On Kwan Street,
Shek Mun, Shatin, N.T..

The Company’s shares are listed on the GEM of the Stock
Exchange. The Company is principally engaged in
investment holding. The principal activities of the Group
include film production and distribution, the provision of
management services to artistes, event coordination,
provision of travel related products and operations of film
studio and hotel. The Company and its subsidiaries are
referred to as the Group hereafter.

The unaudited consolidated financial statements are
presented in Hong Kong Dollars (‘HK$”), which is also the
functional currency of the Company and all values are
rounded to the nearest thousand (“HK$’000”) unless
otherwise stated.

BASIS OF PREPARATION

The unaudited consolidated financial statements of the
Group have been prepared in accordance with the Hong
Kong Financial Reporting Standards which collectively
includes all applicable individual Hong Kong Financial
Reporting Standard, Hong Kong Accounting Standard and
Interpretation issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure
requirements set out in Chapter 18 of the Rules Governing
the Listing of Securities on the GEM of the Stock
Exchange (the “GEM Listing Rules”).

The unaudited consolidated results for the nine months
ended 30 September 2017 have not been audited by the
Company’s auditors, but have been reviewed by the audit
committee of the Company.

The accounting policies and basis of preparation adopted
for the preparation of the financial statements are
consistent with those adopted by the Group in its annual
financial statements for the year ended 31 December
2016.

FINANCIAL STATEMENTS

fon 0 S0 5 R B
1 —BEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR TS R B

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED [3 £5ff 44 3 {b 4E [ 45 PR =)

3. REVENUE AND OTHER INCOME 3. WA B H fi e A
Revenue and other income derived from the Group’s BAERREANEE EEZEBHH WA RHE MU A
principal activities recognised during the period are as PO
follows:
Three months ended Nine months ended
30 September 30 September
BEAA=+HLE=HEA HEAA=+BHLEAERA
2017 2016 2017 2016
—E-tH LAl —FT—tF —E—RF
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHBIT FHET FHBIT
(Unaudited) (Unaudited) IE(SLHETTETs)] (Unaudited)
(REEZ%) (REER) (REEZ%) (REER)
Revenue (' PN
Artiste management fee EABEERA
income 1,162
Hotel room income B 5 5 A 8,216
Food and beverage income 5 ON 11,728
Entrance fee income WE PN 6,264
Films production and B BHERFRRTIRA
licensing income = 1,215
Rental income el A 2,996 1,078
Crew rental income BlAEHEEWA 45,356 6,161
Event income EE IR A 11,285 —
Sales of travel related ik 6% 18 A & i 85
products 476
Sales of goods EREE 1,801
Ancillary services T 2% AR 75 8,885
151,253
Other income Hip g A
Bank interest income AT F 2 A
Wavier of interest of HBEeRRESD
convertible bonds A B
Others H



4. FINANCE COSTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Finance lease charges
Interest on bonds

Interest on convertible bonds
Interest on promissory note

Interest on loan from
shareholders

Interest on loan from a related
company

Interest on unsecured other
borrowings

Interest on secured other
borrowings

Interest on secured bank
borrowings

MBHEER
[EETNS)
AR E A S
LR S
BRERE RTINS

— [ BB A R B R
.8

Hip\EREEF S

HEthBRMEENS

BEMBITEEMNS

4. REERA

Three months ended
30 September

BEAA=+HIL=EA

2017
—F-t&
HK$’000
T#ET
(Unaudited)
(REEZ)

563
22,019
2,709
2,407

14,001

2016
—E—REF
HK$’000
FHET
(Unaudited)
(REER)

B BB R B T

Nine months ended
30 September

BEAA=+BHILEAEAR

2017 2016
—E—tF —E—RF
HK$’000 HK$'000
T#ET FHET
(Unaudited) (Unaudited)
(RETZ) (REEFE=Z)

1,601 1,664
56,861 35,661
8,098 27,904
7,130 6,939
34,570 22,828
455

7,506 5,464
7,764 =

189 185

123,719 101,100

THIRD QUARTERLY REPORT 2017 & —-L4EH=FHFHRE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

LB B ER M
5. LOSS BEFORE INCOME TAX 5. B Pr 15 B ni s 18
Three months ended Nine months ended
30 September 30 September
BELA=+HIL=EA BEALA=+HILEAEA
2017 2016 2017 2016
—F—t%F e —T— -t —T—NE
HK$’000 HK$'000 HK$’000 HK$'000
TERT T TERT FHETT
(Unaudited) (Unaudited) I(SHETT[IETe)] (Unaudited)
(REER) (REE®EZ) (REER) (REE®EZ)
Loss before income tax is B P15 B A & 18 B Bk
arrived at after charging T3 &8
Auditor’s remuneration (2 Gl
Amortisation of land lease TEAS - b FH & 4 5
prepayments
Depreciation of property, M BEREE

plant and equipment

Employee benefit expenses {EEREAIMX

(including directors’ (BEEEEME)
remuneration)
Salaries and allowances e RoERL 31,673
Contributions to retirement RORE I ET 8 K

benefits schemes 2,896
Equity settled share-based EREE 2 RG

payment expenses S RX 33,940

68,509

08 NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED [3 £5ff 44 3 {b 4E [ 45 PR =)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE

Hong Kong Profits Tax has not been provided for the nine
months ended 30 September 2017 (2016: Nil) as the
Group did not generate any assessable profits in Hong
Kong during these periods.

The People’s Republic of China (“PRC”) Enterprises
Income Tax at 25% has not been provided as the PRC
subsidiaries incurred losses for taxation purpose for both
periods.

Taxation arising in other jurisdiction is calculated at the
rates prevailing in the relevant jurisdiction.

LOSS PER SHARE

The calculation of basic loss per share is based on the
loss attributable to the owners of the Company of
approximately HK$142,156,000 (2016: approximately
HK$189,743,000) and the weighted average of
approximately 4,296,979,000 (2016: approximately
3,600,847,000) ordinary shares in issue during the period.

Diluted loss per share for the loss attributable to the
owners of the Company for the nine months ended 30
September 2017 and 2016 was the same as basic loss
per share as the impact of the exercise of the share
options, warrants and convertible bonds is anti-dilutive.

DIVIDEND

The Directors does not recommend payment of dividend
for the nine months ended 30 September 2017 (2016: Nil).

B BB R B T

Fie 15 B B 2

HRAKRERBEE—Z—+tFNAA=THIEAEA
WEEEBECEMBRTORSN » WAL EFHRUE
PRZEENEGHIEHBE(CT—RFE &) -

A P R EE AR LN B (o ) PR B8 2 ) 7 S 8 A
MHEREHR SRR - R Bt B AT (B
R 7525%) {EH A -

B A )2 2 2 0 4 TR T 1% 4R R R ML A
BB A -

I i 15

BEREAEEBIREARREBABEEEL
142,156,000/ 7T (= Z — 7N 4F : #£9189,743,000/%8 7T.)
K EARE 377 % 8 AR /0 AN 4 S5 £0 40 4,296,979,000
B (ZZ — 754 : #93,600,847,0000%) 5+ & -

BMRITEBRE RBREZRATARESAER
BEYE BEE_TLtFR_ZFT-RFhA=
THENER  ARBEEAEIEE RN TR E
BEREGREABEMER -

Jik B

EEfEBERNEBE—_SE—tFEAA=1THILA
BAAMKRE(ZZE—/RF: &)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR TS R B

9. UNAUDITED CONSOLIDATED 9. ARREFEZHFAGMGEEIER
STATEMENT OF CHANGES IN
EQUITY
Attributable to the owners of the Company
FATRTANES
Convertible Attributable
Properties Share bond to non-
Share Share  Special Contributed revaluation Translation  option equity A lated lling
capital premium  reserve surplus reserve reserve  reserve reserve losses  Subtotal interests Total
HREH BRE THERES E3:4

k% RfaE SHEE 8RR Bl BEBE  BE HaEE  RRER M BRBE 4R
HKS000  HKS000 HKB000  HKS000  HKSO000  HKS000 HKS000  HKS000  HKSO00 HKS000  HKS000  HKS000
Tén TR TEn TR TRn  TEn TR TEn TEr  TEn TEn  TER

At 1 January 2016 (Audited) RZ§-7E-F-B(8EH) 333172 663,770 1,000 78791 415,357 (78579 26,229 80,081 (689,678) 930,143 289 930,382
Share issued upon conversion of RETARERFEAH

convertiole bonds R 66,067 67936 = = = = = (18,679) - 1159 - 11594
Early redemption of convertible bond REBDTRRES = = = = = = = 2,899 2878 15) - (15
Transactions with owners REFARTNES 66667 67936 = = = = - 2878 115,909 - 115909
Loss for the period THEER - - - - - m - - (189,742)  (189,742) (1) (189,743
Gain on revaluation of properties held for ~ Eft ¥ {EEBMEM K -

own use, net of tax NRHE - - - = 36,901 = = = - 390 - %0
Exchange diferences on translation of ~ BE BN ERHHRER

financial statements of foreign EENERZE

operations - - - - - (1111) - - - (11,111) = (11,111)

Total comprehensive income/(expense) ZHM2EHA /(FX) B
for the period - - - - Bo () - - ) (183952 0 (163953

At 30 September 2016 (Unaudited) R-B-REAR=TE
(REEH) 399,839 731,706 1,000 78,791 452,258 (89,690) 26,229 58,509 (776,642) 882,100 238 882,338

As at 1 January 2017 (Audited) R=§-t5-A-0(E&H) 399,839 731,706 1,000 78791 405015  (147,458) 26,220 15,507 (870,979) 639,740 639,978

Share issued upon conversation of other XA E ft {1 3E AT 780

payable Rt 38,798 41,722 86,520 86,520
Share issued upon conversation of loan KB EFER M E MK

interests 11,211 13,789 25,000 25,000
Transactions with owners AREARTNRE 50009 61,511 - - 11152 111,520
Loss for the period THRER = - (142,156)  (142,156) (142,160)
Lapse of share option BRELR - (1,425) 1,425 - -
Share option compensation BlRERE = 33,940 - 3390 33,940
Exchange difference on translation of REBNEBUBRER

financial statement of foreign operations ~ E£HEXZE 18,705 18,705 18,705

Total comprehensive income/(expense) ZME2EKA /(H%) B3
for the period 18705 (140731)  (89,511) (@9,515)

As at 30 September 2017 (Unaudited) K=F-tEAR=+A
(REEH) 449848 793217 1,000 18791 405015 (128753 58,744 (1,011,110 661,749 661,083
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

During the period under review, the Group reported
revenue of approximately HK$151.25 million, representing
an increase of approximately 299.21% as compared to the
revenue in the corresponding period in 2016. The
increase in revenue was mainly due to the income from
the substantial increase in the number of visitors, and the
crew rental income from the film production crews using
the Group’s film shooting base, while part of the revenue
was generated from sales of goods, filming supporting
service and the hotel in the PRC, and the artiste
management and event coordination business in Hong
Kong.

Staff costs for the period under review increased to
approximately HK$68.51 million from approximately
HK$29.06 million in the corresponding period in 2016. An
increase of approximately HK$39.45 million in staff cost
was mainly due to the increased employee benefit
expenses. The loss of the Group for the period under
review is mainly due to staff costs of approximately
HK$68.51 million, which include equity settled share-
based payment expenses of approximately HK$33.94
million.

Finance costs for the period under review increased by
approximately HK$22.62 million by reason of the interest
charged on additional bonds issued in 2016 and the
interest charged on additional loan from shareholders in
2017.

Other operating expenses for the period under review
decreased to approximately HK$56.80 million from
approximately HK$66.42 million, representing a decrease
of approximately HK$9.62 million.

For the nine months ended 30 September 2017, the
Group recorded a net loss approximately HK$142.16
million, representing a decrease of approximately 25.08%
as compared to the corresponding period in 2016. The
loss was mainly due to the share option expenses,
amortization of land lease prepayments and depreciation
of property, plant and equipment. The decrease of net
loss is due to the increase in the number of visitors and
hotel’s occupancy rate and effective cost control.

o PR o g B g A

S 5 1]

REEHRE - AEBESKS U A 4151,250,0007% 7T
B2 NERBAUA EFAL299.21% A £
FAEZEHRNFEBEABARKEB EANKARES
SEEBERAAEBEY ABENNEIERE
A B BRARREMCAFENERESE  E
2 YERBRBEERANURMLNREBNEAS
BRESHAERS -

EEHEAMNEIXRNAB - ~"FRHALDH
29,060,000/ 7T 3 11 = #968,510,00058 7T ° B T Ak
N HN#939,450,000/8 7T * TEREERMAS £
AR BEAEAEENEBEEETEZEARE K
K #4968,510,000/8 T * BIEAE S A E 2 MO
5 % 4733,940,0005% Tt ©

o] /B8 £ 8 &9 @ & BK AN 3 AN #922,620,0008 7 T3 5K
B AFBOIZIEEFNFIEIHUAR=F
—tEFERREROFIESH -

[l /B8 5 i B B At 4% 2 B P B 4966,420,00078 TR 4
% #4756,800,0007% 7T - & 2> 499,620,000/ TT °

HE-Z—tHENA=1tHILA@EA NEEESE
B 18 % 58 49 /5142,160,000/8 7T * B —Z — /N F
JE B8 R > 4925.08% ° E51E = B Th)R B B IX #E FH
YOITHAEENRBZEHEDE BEER
BIHE - BAZEBEEFBRINAAER&KELEBSE
AEREARKAREHITZERK -
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MANAGEMENT DISCUSSION AND ANALYSIS
CE e &

BUSINESS REVIEW

Xigiao National Arts Studio Project

Located in Foshan city, Guangdong province, the Group’s
Xigiao National Arts Film Studio Project (the “Project”)
has a total developed land area of 444,000 square metres
and is a unique studio which incorporates tourism and
recreational facilities such as film shooting areas, theme
parks, hotel and performing arts complexes.

For the nine months ended 30 September 2017, Xigiao
National Arts Films Studio (the “Studio”) attracted a total
of approximately 650,000 visitors, with events such as the
2017 Lunar New Year Celebration, Snow Paradise Event,
Students Study Tour, Dreamy Windmill Festival 2017,
representing an increase of approximately 548.06% in the
total number of visitors as compared to the
corresponding period in 2016.

The Snow Paradise Event was the PRC’s first ever world-
class snow-themed event, which featured a 150-metre
long outdoor skiing slideway, the first of its kind was held
in the southern China, and had been arousing great
interest among the general public. In addition, the Studio
held a Dreamy Windmill Festival 2017 based on Dutch
traditions in March 2017 including handmade mini windmill
workshop for parents and children, Windmill Delight (& 2
27 #%) and Dutch-style carnival.

In addition, the Group held “Water City” ({&F ZJ7K3%)) and
“Candy Kingdom” (<#ESR FEE)) in July 2017 to cater for
increasing tourist-driven demand. “Water City” is an
amusement park integrating leisure and recreation, sports,
family activities, Animation-Comic-Game (ACG) culture and
sports matches. The “Candy Kingdom” is the first and
foremost physical licensed grand exhibition of the
phenomenal mobile game “Candy Crush Saga” in the
PRC. It faithfully replicates the fantastic landscape in the
original game in each and every aspect so that both
adults and children may enjoy exploring the mysterious
and fascinating candy kingdom just like in the mobile
game.

£ %5 o] A

FEUEZERERES

AEBUREREHLUTOAELREZGHIEE
([ZEH])  BEAZELEmEEE444,000F 5K -
REESTSZHBESM THELE BEIE RES
FEEBAFBERER —5 o

HE_Z—+FANA=THILNEAR - FEFELEE
TR ((ZBRE ) E KR35 4650,0006 A5
AR MERBR TSN —E—+FEBHEHE
EE)  NELES) B4 RBEN SR BEE2017
L GREABR - NFERYE MY
548.06% ©

TELEHATEEEERRAZTREENTD -
MEBEERERREIBORNFINESE - ik
EWHEGE - B ZEBRBWBEREH UL - R
T E=-HFERSAIREEFH2017 BEBRTF
HWERE REFERAHRABERFES -

Bribzfh  AEBERBB|BEERFIEM  R_F—
+Ft+ AP RIR BT ADKRBOIRER TR - (H
LK) RERENRE - BEBRKR RFLE B
BX BEREBR—B -(BRIBEDIEEZR
BROFEMBERETIEBENEEZ AR IERRE
MEMRS RE2TNESREREBEEBTNEL]
R BAXNARESTIEASFRERNS =
B EREMWARANEREE -
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Film Shooting Base

The film shooting base covers 374,000 square meters,
including a lake of 120,000 square meters and numbers
of indoor and outdoor studios equipped with the best and
comprehensive ancillary facilities in order to provide the
Southern China and foreign shooting crews with the most
realistic and delicate scenes.

For nine months ended 30 September 2017, there were
approximately 77 production crews filmed in the shooting
base in view of the extensive choices, supreme
geographical location and multifunctional ancillary services
it offers.

Witnessing the development of China’s film industry as
well as the significant growth of scenic demands from
production crews, the Group manages to cater for their
various needs by enriching its high-profile indoor studio
for the full development of its film shooting base. In
addition, the Group is seeking cooperation with
resourceful companies to provide more comprehensive
ancillary services such as shooting equipment leasing,
professional editing services, etc., to enhance the Group’s
competitive edges.

Wedding Photography

The Group leased an area of approximately 20 mu
(13,338.33 square meters) within the Studio for a term of
12 years under an agreement with a renowned domestic
wedding photography chain group in the fourth quarter of
2013 to develop its new wedding photography business.
Besides, the wedding photography company invested
RMB10 million for the construction of scenic spots in
different styles such as European, Korean and Japanese
styles and guaranteed there will be at least 28,800
couples taking wedding photos in the scenic spots per
year. The annual income of this arrangement is expected
to be no less than approximately RMB1.2 million starting
from 2016.

In addition, the Group is negotiating with several jeweler,
Chinese and western bakery, Chinese style wedding gown
and wedding planning company in order to provide one-
stop service for wedding couples. The Studio is expected
to become a comprehensive wedding hot spot.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
TR ot S o

Hotel

The 5-star Hotel namely National Arts Resort Hotel (the
“Hotel”) next to the Studio has officially commenced
operation in November 2015. The Hotel provides 350
suites facilitated from deluxe suites to economic standard
rooms. In addition, the Hotel is equipped with a variety of
recreational facilities such as SPA, Modern Swimming
Pool and Chess Room. Apart from the recreation, the
Hotel also provides commercial services such as business
centre, meeting rooms and lecture halls.

With the development of the Hotel and the Studio
becoming mature and its popularity having increased, and
the number of tourists continuously grows, the Group will
introduce additional facilities such as beauty services,
barbecue facilities and other recreational facilities. And for
the catering, it will provide more dining options and
maintain high quality food and services.

Film Production

Entertainment culture is the core value of the Group’s
business. The Group is committed to producing and
investing in movie and online TV programme to promote
the culture and the spirit of entertaining.

The movies invested by the Group, “lp Man — The Final
Fight” (22 — &1k —8f) was selected as the opening
film of the “Hong Kong International Film Festival” in
2013, and was selected as the recommended film in the
“20th Hong Kong Film Critics Society Award”. “Golden
Brother” (5 A& 7] A &), another movie invested by the
Group, also won the best small and medium cost film
award in China Image Film Festival. These achievements
were really encouraging.

“Our Days” (¥ FI#96EIL), the charity movie invested by
the Group during 2016, will be shown in cinema soon in
21st September 2017. The theme of “Our Days” is in line
with the current social status, laden with educational
significance. The Group believes that it will be able to
seize certain market share in the film screening industry
and enhance the corporate image as well as brand
awareness of the Group.

Apart from the above, the movie, “Best Friend” (JtE), the
online TV programme “E MBI 557 and “Let Go of that
Monster” (% 57 B8 1E & Bk) invested by the Group will also
be released in cinemas in the PRC and on the internet in
the second half of 2017 respectively.
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Cinema

National Arts Films Production Limited (“NA Films”), an
indirect wholly-owned subsidiary of the Company,
collaborated with its joint venture for the development of
cinema business in a large shopping mall in a
transportation hub area of Zhu Hai, Guangdong, the PRC.

NA Films held 60% equity interest in the joint venture. The
cinema boasts eight screens and a total of more than
730 seats, and have commenced its operation since May
2014, which promotes comprehensive development of the
Group’s entertainment and culture business.

Artiste Management

To enhance the popularity of the Group’s artists such as
Rose Chan, Brian Yuen, Rachel Chau and Lemon Yip, the
Group has arranged a variety of performance
opportunities including the participation in the charity
movie, “Our Days” (¥ ffI8I6ETE), an online TV programme
“FIMEISLE”, brand representative, dramas and being the
show host of the Lunar New Year Celebration and guest
performers for the “Dazzling Night in Shanghai” gala (1§#
R’ 8.

Besides, the Group also explores the Chinese market for
its artists and makes arrangement for them to participate
in live reality show and online drama to enhance their
popularity.

With the huge market of domestic movies, the Group will
continue to recruit artistes with potential in the future to
cope with the demands in vast market and expand the
artiste management segments, hoping that it will become
one of the major income sources of the Group.

Foreign Currency Exposure

The Group’s reporting currency is expressed in Hong
Kong dollars. During the reporting period for the nine
months ended 30 September 2017, most of the
transactions, assets and liabilities of the Group were
denominated in Hong Kong dollars and Renminbi. During
the period under review, since the Group had both Hong
Kong dollars and Renminbi receipts and payments, the
net Renminbi exposure was not significant. The Board
considers that the Group’s exposure to foreign exchange
risk was not significant; therefore, no hedging transaction
was made during the period under review.

MANAGEMENT DISCUSSION AND ANALYSIS

L i B A

7

ARBIME2ENBRARABEZ RUEFR QA
(REHRDEESLCXETEERKENH
DRREEHE A EEREXRER -

BB RHAER L LE0%BM AR - ZXEF
RE\ERF  RESHLBT0EEMN - WEB =
T-IEAABRRALE  SASENRECE
BRAEEZEHER °

ZAEE

RIEBNAEEETEARZE - 85 - BAZEA -
REMENBRER  AKEERHZRBLHS
BRES2EZREEF(RMMNCEN) ®LERGA
(ELBIRE) mEREA a8 UREE
REEMEHERHEIFARMBEARLEBNRE

Btz s AERBTRARMNEARBTETS
ZHBAZEFEREAZRBEBNATRAEZ K
HMEBE e

HRBREEXMERA AEBARARSLEEN
BBENEAN NEHEANMEFER  WEEK
BAEEDH NERASAEENEZWRARIR
Z— .

IR

AEBUBTERERER -RNBEE-_T—+F
NA=ZTHLENABEAZRERHE  AEBABOR
5 BERBEOUNEIRAREER - RO E
HifE - AAREE D BIAE TR A REBERAM N -
HARBRBFRITEX - EFTEFRR AL
EINET A RN L i = - N i e
ETHRRS -

THIRD QUARTERLY REPORT 2017 —F— LAEH = FREHRE

15



16

MANAGEMENT DISCUSSION AND ANALYSIS
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Contingent Liabilities

According to the land lease agreements signed between
Lux Unicorn Limited, the wholly-owned subsidiary of the
Company and the local authority in Foshan, the PRC, in
relation to the leasing of lands for development of tourism
and related entertainment business and hotel operations,
the Group shall invest no less than RMB300 million for
the projects or the Group is liable to pay RMB4 million as
damages to the local authorities. The completion of
constructions and commencement of operations of the
projects shall be take place within three and four years
respectively from the signing of the lease agreements.
The Directors of the Company are in the opinion that the
conditions set out in the leasing agreements could be
achieved and no provision for liability is necessary.

The Completion of a Connected Transaction

On 20 January 2017, the Company has entered into a
subscription agreement (the “Shareholder Subscription
Agreement”) with a non-executive Director and the
subscription agreements (the “PRC Subscription
Agreements”) with the PRC subscribers respectively.
Pursuant to the Shareholder Subscription Agreement and
the PRC Subscription Agreements, an aggregate of
500,091,740 subscription shares shall be allotted and
issued at a subscription price of HK$0.223 per
subscription share under the specific mandate then
proposed to be sought from the independent
shareholders of the Company at the special general
meeting of the Company held on 6 April 2017. The
subscriptions are conditional upon, among others, the
Listing Committee of the Stock Exchange granting the
listing of, and permission to deal in the subscription
shares. If such condition is not fulfilled, the subscriptions
will not proceed. The subscription price payable under the
Shareholder Subscription Agreement shall be settled
against the interests on debt payable to the non-
executive Director, and the subscription price payable
under the PRC Subscription Agreements shall be settled
against the debt owed to the PRC subscribers. The
details of the subscriptions are disclosed in the
Company’s announcement dated 20 January 2017 and
the Company’s circular dated 17 March 2017. The
subscription shares were allotted and issued to the
subscribers on 21 April 2017.
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Future Plans for Substantial Investments or Capital
Assets

With reference to the announcement of the Company
dated 25 August 2016 and the clarification
announcement dated 26 October 2016, a wholly-owned
subsidiary of the Company, Lux Unicorn Limited has
entered into a joint cooperation agreement with Foshan
Tengyi Culture Distribution Company Limited ({3 LLi /7 & £
YA EHEBR AR in respect of joint cooperation in
investing in a water park and eco-tourism project on the
Ruxi land parcel in the Studio.

The water park and eco-tourism project is currently under
negotiation and discussion, and any updates will be made
available to shareholders of the Company when necessary
and appropriate.

Save as disclosed above, as at 30 September 2017, the
Group did not have any plan for substantial investments
or capital assets.

MANAGEMENT DISCUSSION AND ANALYSIS
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ADDITIONAL INFORMATION
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DIRECTORS’ AND CHIEF
EXECUTIVES INTERESTS AND
SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 30 September 2017, the interests and short
positions of the Directors and Chief Executive of the
Company and their respective associates 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”))
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions
which they were taken or deemed to have under such
provisions of the SFO), or which were required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange, were as
follows:

1. Long positions in the ordinary shares of HK$0.1
each of the Company (“Shares”)

EHERERTBAERBA - M
B e oy B A6 7 2 HE 2% e iR A

R=ZT— tiﬂﬂ TH EF ARRERTK
ABREEZB BB ARARR S ET[HE B
= (E %ﬁ.ﬁ‘%‘ﬁ&ﬁﬂ iR (B HRYE RG] E
XVED) 2ty - HEROEESFEBEZREERR

,Hﬂfﬂﬂﬂ%XV*B%?&%B”*BZ%% BHEARRQ
AR ZER R AR (BRELMATREZS
BERBEGIEXHEEEABERE ZERER
;x)a> IR EE S N EEH 535218 2 M EA

RETi 2 & MAZERZ RAR - HIRIEA
%ﬁ&im%ﬁﬂw%awﬂ E567F 2 REBAMEARR
AR R T2 R R ABIT

1. RELGEREE0IETZEER(RE)Z
¥E

Approximate
percentage of
the issued share

Interest in capital of the
Number of controlled Company
Capacity/Nature Shares held corporation EEXAT
Name of Directors of interest PR ¥ REER Total EBRTREZ
EENE LV $:1:3 BRHOHE 2[SZ#ER @zt 3 0N=T 7 4
(Note 1)
(K75t 1)
Mr. Sin Kwok Lam (“Mr. Sin”) Beneficial owner 795,580,623 — 795,580,623 17.69%
(Note 2) BAEEA
B RS A ([BE e & D (H a#2) Interest of spouse 23,352,000 — 23,352,000 0.51%
Bic 8 4 22
Ms. Law Po Yee (“Ms. Law”) Beneficial owner 23,352,000 — 23,352,000 0.51%
(Note 3) EmiEAA
BERLT((BLXDMH#3) Interest of spouse 795,580,623 — 795,580,623 17.69%
fic 8 4 =1
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Note 1:

Note 2:

Note 3:

This is based on the total issued Shares as at
30 September 2017 (i.e. 4,498,481,222 Shares).

Mr. Sin and Ms. Law beneficially owned
818,932,623 Shares in aggregate, representing
approximately 18.20% of the issued share
capital of the Company. Mr. Sin is the spouse of
Ms. Law and for the purposes of Divisions 2
and 3 of the SFO only, Mr. Sin is deemed to be
interested in the Shares in which Ms. Law is
deemed or taken to be interested for by virtue
of the SFO.

Mr. Sin and Ms. Law beneficially owned
818,932,623 Shares in aggregate, representing
approximately 18.20% of the issued share
capital of the Company. Ms. Law is the spouse
of Mr. Sin and for the purposes of Divisions 2
and 3 of the SFO only, Ms. Law is deemed to
be interested in the Shares in which Mr. Sin is
deemed or taken to be interested for by virtue
of the SFO.
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ipik<gas
2. Long positions in the underlying Shares 2. PRPHEBRHGZHEE
Approximate
percentage of
the issued share
Number of capital of the
Name of Directors Capacity/Nature of interest shares held Company
EAEAT
EBTHREZ
EEHE L2V 3.3 Fi 5 % 15 80 B WA E S
(Note 1)
(Htit1)
Mr. Sin Beneficial Owner 572,471,230 12.73%
B EmAA (Note 3) (K 7#3)
Interest of Spouse (Note 2) 11,822,483 0.26%
e (88 ¥ &= (A 22 2)
Ms. Law Beneficial Owner 11,822,483 0.26%
BT Eni#EAA (Note ) (K i#5)
Interest of Spouse (Note 4) 572,471,230 12.73%
Iic (88 ¥ =5 (Y 77 4)
Ms. Sin Ho Yee Beneficial Owner 5,824,161 0.13%
R Z T Em A A (Note 6) (it it6)
Mr. Chow Kai Weng Beneficial Owner 45,063,695 1.00%
R k& EmEAA (Note 7) (K17%7)
Mr. Chan Tin Lup Trevor Beneficial Owner 4,547,024 0.10%
BR oK 35 A& En#EAA (Note 8) (Kt #£8)
Prof. Wong Lung Tak Patrick Beneficial Owner 4,547,024 0.10%
=HREHEK EmEAA (Note 9) (it #£9)
Mr. Chui Chi Yun Robert Beneficial Owner 4,546,896 0.10%
EEXCEE Eni#EAA (Note 10) (41 ##10)
Mr. Li Sin Hung Maxim Beneficial Owner 4,513,466 0.10%
e v EmAA (Note 11) (ff#£11)
Mr. Li Kit Chee Beneficial Owner 4,480,000 0.10%
THEZRE EnEAA (Note 12) (K1:t12)



Notes:

This is based on the total issued Shares as at 30
September 2017 (i.e. 4,498,481,222 Shares).

For the purpose of Divisions 2 and 3 of the SFO
only, by virtue of the SFO, Mr. Sin, being the
spouse of Ms. Law, is deemed to be interested in
all the underlying Shares in which Ms. Law is
interested.

These underlying Shares represent (i) 7,964,160
Shares to be issued upon exercise of the physically
settled share options granted to Mr. Sin on 29
September 2010 pursuant to the share option
scheme adopted on 22 July 2002 and terminated
on 29 September 2010 (“Post-IPO Share Option
Scheme”) under which Mr. Sin may exercise the
said options from 29 September 2010 to 2
September 2020 at an exercise price of HK$2.89
per Share; (ii) 3,360,403 Shares to be issued upon
exercise of the physically settled share options
granted to Mr. Sin on 28 March 2011 pursuant to
the share option scheme adopted on 29
September 2010 (‘New Share Option Scheme”)
under which Mr. Sin may exercise the said options
from 28 March 2012 to 27 March 2021 at an
exercise price of HK$7.62 per Share; (iii)
556,666,667 underlying Shares which may be
exercised by Mr. Sin from 15 April 2016 to 14 April
2018 at an exercise price of HK$0.18 per Share;
and (iv) 4,480,000 Shares to be issued upon
exercise of the physically settled share options
granted to Mr. Sin on 16 May 2017 pursuant to the
New Share Option Scheme under which Mr. Sin
may exercise the said options from 16 May 2017 to
15 May 2020 at an exercise price of HK$0.2456
per Share.

For the purpose of Divisions 2 and 3 of the SFO
only, by virtue of the SFO, Ms. Law, being the
spouse of Mr. Sin, is deemed to be interested in
the underlying Shares in which Mr. Sin is
interested.

These underlying Shares represent (i) 3,982,080
Shares to be issued upon exercise of the physically
settled share options granted to Ms. Law on 29
September 2010 pursuant to the Post-IPO Share
Option Scheme under which Ms. Law may exercise
the said options from 29 September 2010 and 2
September 2020 at an exercise price of HK$2.89
per Share; (ii) 3,360,403 Shares to be issued upon
exercise of the physically settled share options
granted to Ms. Law on 28 March 2011 pursuant to
the New Share Option Scheme under which Ms.
Law may exercise the said options from 28 March
2012 to 27 March 2021 at an exercise price of
HK$7.62 per Share; and (iii) 4,480,000 Shares to be
issued upon exercise of the physically settled share
options granted to Ms. Law on 16 May 2017
pursuant to the New Share Option Scheme under
which Ms. Law may exercise the said options from
16 May 2017 to 15 May 2020 at an exercise price
of HK$0.2456 per Share.
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These underlying Shares represent (i) 1,344,161
Shares to be issued upon exercise of the physically
settled share options granted to Ms. Sin Ho Yee on
28 March 2011 pursuant to the New Share Option
Scheme under which Ms. Sin may exercise the said
options from 28 March 2012 to 27 March 2021 at
an exercise price of HK$7.62 per Share; and (ii)
4,480,000 Shares to be issued upon exercise of the
physically settled share options granted to Ms. Sin
on 16 May 2017 pursuant to the New Share Option
Scheme under which Ms. Sin may exercise the said
options from 16 May 2017 to 15 May 2020 at an
exercise price of HK$0.2456 per Share.

These underlying Shares represent (i) 24,888 Shares
to be issued upon exercise of the physically settled
share options granted to Mr. Chow Kai Weng on
29 September 2010 pursuant to the Post-IPO Share
Option Scheme under which Mr. Chow may
exercise the said options from 29 September 2010
and 2 September 2020 at an exercise price of
HK$2.89 per Share; (i) 58,807 Shares to be issued
upon exercise of the physically settled share
options granted to Mr. Chow on 28 March 2011
pursuant to the New Share Option Scheme under
which Mr. Chow may exercise the said options
from 28 March 2012 to 27 March 2021 at an
exercise price of HK$7.62 per Share; and (i)
44,980,000 Shares to be issued upon exercise of
the physically settled share options granted to Mr.
Chow on 16 May 2017 pursuant to the New Share
Option Scheme under which Mr. Chow may
exercise the said options from 16 May 2017 to 15
May 2020 at an exercise price of HK$0.2456 per
Share.

These underlying Shares represent (i) 33,420 Shares
to be issued upon exercise of the physically settled
share options granted to Mr. Chan Tin Lup Trevor
on 20 May 2010 pursuant to the Post-IPO Share
Option Scheme under which Mr. Chan may
exercise the said options from 20 May 2010 and
19 May 2020 at an exercise price of HK$3.38 per
Share; (i) 33,604 Shares to be issued upon
exercise of the physically settled share options
granted to Mr. Chan on 28 March 2011 pursuant to
the New Share Option Scheme under which Mr.
Chan may exercise the said options from 28 March
2012 to 27 March 2021 at an exercise price of
HK$7.62 per Share; and (iii) 4,480,000 Shares to be
issued upon exercise of the physically settled share
options granted to Mr. Chan on 16 May 2017
pursuant to the New Share Option Scheme under
which Mr. Chan may exercise the said options from
16 May 2017 to 15 May 2020 at an exercise price
of HK$0.2456 per Share.
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10.

11.

These underlying Shares represent (i) 33,420 Shares
to be issued upon exercise of the physically settled
share options granted to Prof. Wong Lung Tak,
Patrick on 20 May 2010 pursuant to the Post-IPO
Share Option Scheme under which Prof. Wong may
exercise the said options from 20 May 2010 and
19 May 2020 at an exercise price of HK$3.38 per
Share; (i) 33,604 Shares to be issued upon
exercise of the physically settled share options
granted to Prof. Wong on 28 March 2011 pursuant
to the New Share Option Scheme under which Prof.
Wong may exercise the said options from 28
March 2012 to 27 March 2021 at an exercise price
of HK$7.62 per Share; and (i) 4,480,000 Shares to
be issued upon exercise of the physically settled
share options granted to Prof. Wong on 16 May
2017 pursuant to the New Share Option Scheme
under which Prof. Wong may exercise the said
options from 16 May 2017 to 15 May 2020 at an
exercise price of HK$0.2456 per Share.

These underlying Shares represent (i) 33,292 Shares
to be issued upon exercise of the physically settled
share options granted to Mr. Chui Chi Yun Robert
on 13 May 2010 pursuant to the Post-IPO Share
Option Scheme under which Mr. Chui may exercise
the said options from 13 May 2010 and 12 May
2020 at an exercise price of HK$3.66 per Share; (ii)
33,604 Shares to be issued upon exercise of the
physically settled share options granted to Mr. Chui
on 28 March 2011 pursuant to the New Share
Option Scheme under which Mr. Chui may exercise
the said options from 28 March 2012 to 27 March
2021 at an exercise price of HK$7.62 per Share;
and (i) 4,480,000 Shares to be issued upon
exercise of the physically settled share options
granted to Mr. Chui on 16 May 2017 pursuant to
the New Share Option Scheme under which Mr.
Chui may exercise the said options from 16 May
2017 to 15 May 2020 at an exercise price of
HK$0.2456 per Share.

These underlying Shares represent (i) 25,065 Shares
to be issued upon exercise of the physically settled
share options granted to Mr. Li Sin Hung Maxim on
20 May 2010 pursuant to the Post-IPO Share
Option Scheme under which Mr. Li may exercise
the said options from 20 May 2010 and 19 May
2020 at an exercise price of HK$3.38 per Share; (i)
8,401 Shares to be issued upon exercise of the
physically settled share options granted to Mr. Li
on 28 March 2011 pursuant to the New Share
Option Scheme under which Mr. Li may exercise
the said options from 28 March 2012 to 27 March
2021 at an exercise price of HK$7.62 per Share;
and (i) 4,480,000 Shares to be issued upon
exercise of the physically settled share options
granted to Mr. Li on 16 May 2017 pursuant to the
New Share Option Scheme under which Mr. Li may
exercise the said options from 16 May 2017 to 15
May 2020 at an exercise price of HK$0.2456 per
Share.
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11.
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12. These underlying Shares represent 4,480,000
Shares to be issued upon exercise of the physically
settled share options granted to Mr. Li Kit Chee on
16 May 2017 pursuant to the New Share Option
Scheme under which Mr. Li may exercise the said
options from 16 May 2017 to 15 May 2020 at an
exercise price of HK$0.2456 per Share.

3. Long position in the debentures of the Company

12, ZEHEARGERBREBEFERESEN=
T—tFRATAABETFTEHIZEENE
MEEERBEETFEERSTETZ
4,480,000% Bz 7+ &t - FEEATR-F
—+ERA+ANBE-_E-_EFAA+HAE
HETEmiERE TEEAER
0.245675 7T °

3. REAGEHFZHE

Denomination or

Currency of unit size of the Amount of
Name of Director Capacity debenture debenture debenture
EENE 5 BHEZERE BHEZEESFEM BEHEEHE
Mr. Sin Beneficial owner HK$ 574,470,000 HK$580,632,000
W E ExmEAA BT 574,470,000 580,632,000/ 7T
Save as disclosed above, none of the Directors, Chief B EXFTIEEN  RZE—tFNA=1TH TF

Executive or their associates had, as at 30 September
2017, any interests or short positions in any shares,
underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part
XV of the SFO) which would have to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to have
under such provisions of the SFO), or which were
required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which were
required, pursuant to Rules 5.46 to 5.67 of the GEM
Listing Rules, to be notified to the Company and the
Stock Exchange.

E FETHRABRESESEZHEABERNEARD
AR AT ARAEEE(EE AESRPEEHEXY
)2 ER D - A8 RE IR (D Bk & 5 P A E AR I
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SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONSY’
INTERESTS AND SHORT
POSITIONS IN THE SHARES
AND UNDERLYING SHARES

As at 30 September 2017, the persons or corporations,
other than a director or chief executive of the Company,
who had interests or short positions in the shares and
underlying shares of the Company as recorded in the
register required to be kept under section 336 of Part XV
of the SFO or had otherwise been notified to the
Company were as follows:

1. Long Positions in the shares of the Company

ADDITIONAL INFORMATION
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B WS RN YN S &
38 Iz By < HE &% Je IR B

REIZE—tFAA=1TH BREARAFHRREFR
HIEIE B EXVE £330 FH EFE 2B MATa0
8% RARFCEME  TIALIOEEGAR
A BT R EINRERE 2 R D BB
MR EESIRE

1. REZGRHZHE

Approximate percentage
of the issued

No. of share capital

Name of shareholder Capacity shares held of the Company

HARAT

A EETRAZ

[ £ 54 % 3 & 5 WmyEILL

Tse Young Lai Beneficial owner 563,547,600 12.53%

Bl EmnERA

Save as disclosed above, as at 30 September B EXFrEN  HE-_E—+tENA=1

2017, the Company has not been notified of any
persons, other than a director or chief executive of
the Company, who had interests or short positions
in the shares or underlying shares of the Company
which would fall to be disclosed to the Company as
recorded in the register required to be kept under
section 336 of Part XV of the SFO.

SHARE OPTION SCHEMES

Pursuant to a written resolution of the sole shareholder of
the Company dated 22 July 2002, the Company
conditionally adopted and approved Post-IPO Share
Option Scheme. The principal terms of which are set out
in Appendix IV to the prospectus of the Company dated
9 October 2002.

Pursuant to a resolution passed by the extraordinary
general meeting of the Company dated 29 September
2010, a new share option scheme (the “New Share
Option Scheme”) was adopted and the Post-IPO Share
Option Scheme was terminated. The principal terms of
New Share Option Scheme are set out in the circular of
the Company dated 6 September 2010.
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Post-IPO Share Option Scheme

As at 30 September 2017, the share options to subscribe
for an aggregate of 12,096,325 shares of the Company
granted pursuant to the Post-IPO Share Option Scheme
were outstanding. The details of the share options
granted under the Post-IPO Share Option Scheme as at
30 September 2017 are set out as follows:

EXLHEREBRENS

N-Z—+tFEHB=1H BEBILCHEREE
A 5T 214% i 1] SR B8 AN A Al A ££12,096,3250% %
MZERESRETE R_ZE—tFNLA=1H
ZIREE R A RBAE BT 2R AR AR A
FEBWR

Number of share options

BRIEY
Outstanding
Exercise As at Granted  Exercised Lapsed  Cancelled as at
Category of price per 1 January  during the  during the  during the  during the 30 September
Participants share  Date of grant Exercise period 2017 period period period period 2017
S
3 —%-t§
KL i Z¥-tf i AB=tE
SEAER fiEE RHAH i3 -A-B HARE  HATE  HAXR HAEE e K 17 1€
(HKS)
(Bx)
Directors 366 13 May 2010 13 May 2010-12 May 2020 33,292 - - = - 33,292
S “I-ZFHAtZA ZE-TERATZAE
“Z-TERATCA
Directors 338 20 May 2010 20 May 2010-19 May 2020 91,905 - - - - 91,905
E% “Z-FERA-FR —Z-ZERA-TAE
ZE-TFRATAA
Directors 2.89 29 September 2010 29 September 2010~ 11,971,128 - - - - 11,971,128
2 September 2020
EZ —Z-ZEAR-ThA —E-EFAA-TAAZ
“Z-TFNAZH
Other participants 366 13 May 2010 13 May 2010-12 May 2020 249,698 = = (249,698) - -
Efh2EAT —Z-ZFAR+=A C-E-ZEFAt+=AHZ
“Z-TFRATZA
Other participants 2.89 29 September 2010 29 September 2010~ 539,240 - - (539,240) - -
2 September 2020
A2 EAL “3-ZFAA-ThAE ZZ-ZFAA-TNAZ
“Z-ZENACH
Total 12,885,263 - - (788,938) - 12,096,325
ity

Note: All Share options granted under the Post-IPO Scheme are
vested immediately.

New Share Option Scheme

In accordance with the resolution passed at the annual
general meeting (the “AGM”) held on 29 June 2017, the
scheme limit on the grant of options under the New Share
Option Scheme and any other share option schemes of
the Company has been refreshed to up to 449,848,122
Shares, being 10% of the Shares in issue as at the AGM
date based on 4,498,481,222 Shares in issue (excluding
share options previously granted, outstanding, cancelled,
lapsed or exercised under the New Share Option
Scheme) (the “Refreshed Scheme Limit’); and the
Directors are authorised, at their absolute discretion, to
grant share options to subscribe for Shares within the
Refreshed Scheme Limit in accordance with the rules of
the New Share Option Scheme; to allot, issue and deal

Bret s REBEERAR B RE 8 A 2 558 kA A
BB -

MERE S

BER=ZFE—+tFANATNBRITZRERAFER
((REBEXE LRBZrER  BEHE
A% 8 51 B R AN A B fA] H A B IR A AT B IR B R R
EZETEIREEE E ¥ E &% %$449,8481228% I 157
BNLA4,498,481,222f8 B /TR ID AE%E » BRIRE
REXNEZEHEBITIRN 210% (1 1 3 08 A% 4 5t
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AEHE - BB FTEIRE AR B I B A
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with the Shares pursuant to the exercise of share options
granted under the New Share Option Scheme within the
Refreshed Scheme Limit; and to do such acts and
execute such documents for or incidental to implement
the New Share Option Scheme within the Refreshed
Scheme Limit.

Under the New Share Option Scheme, the Company has
on 16 May 2017 granted to certain eligible individuals
share options conferring rights to subscribe for an
aggregate of 288,740,000 ordinary shares of the Company
at an exercise price of HK$0.2456 per share. The closing
price of the Shares on 15 May 2017 was HK$0.246.

As at 30 September 2017, the share options to subscribe
for an aggregate of 296,972,987 Shares granted pursuant
to the New Share Option Scheme were outstanding. The
details of the share options granted under the New Share
Option Scheme as at 30 September 2017 are set out as
follows:

ADDITIONAL INFORMATION
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B BEAEHTERELR: REEREN
AEIREHEEANNTHBRESEIELERTH
NEESL BB o

$E¢)§%ﬁﬁ%ﬁ§%§+§u TR E—+FRBFRE A

ﬂﬁ**ﬂFAﬁ$%/\iFm%H%féé*  HEERE
& 288,740,000k A AR LB - KRG HTT
#{8 /50.24567 JT ° Hﬂ%ﬁ:?—tiﬂﬂﬂia
B UL T B 5 0.24678 7T °

RZZE—EFNAA=TH  REFNBEREFTERD
A RS & $£296,972,987 ik A 17 2 8 A 4 11 R 1T
cR-_E—LtENA=ZTRAZREFBERETE
BRHMBEREFRET:

Number of share options

BRIEYE
Outstanding
Exercise Asat  Granted Exercised Lapsed Cancelled as at
Category of  price per 1 January during the during the during the during 30 September
Participants share Date of grant  Vesting period Exercise Period 2017 period period period the period 2017
I
13 —8-tf
Bk —¥-t% AAZ+HE
SENER i@ BRHEH BEH friEs -A-B HARY HBATE BAXR HAEES i K AT 1
(HKS)
(B)
Directors 762 28 March 2011 28 March 2011- 28 March 2012- 8,232,987 - - - - 8,232,987
27 March 2012 27 March 2021
EZ & —Z——45ZA-tN\HE —Z-—F=fA-tN\AZE
ZAZtA\R  ZB-f=A-ttH ZB--F=A-t+H
Directors 559 31 March 2012 — 31 March 2012- 605,025 - — (605,025 - -
30 March 2017
e —F= - ZE-Z§=R=t-HZE
=A=t-H ZZ—+F=R=1H
Directors 0.2456 16 May 2017 — 16 May 2017- — 80,820,000 - - - 80,820,000
15 May 2020
E% T—+% - ZE—+E£RATREE
AAtA ZZ-TFRATAHA
Other 762 28 March 2011 28 March 2011- 28 March 2012- 1,881,825 - - (1,881,829 - -
participants 27 March 2012 27 March 2021
Afh2EAL 2% Z2——#=A-t\HE ZE-Z$=A-1t)\HE
ZAZtN\B ZE--f=A=-t+tH *T* E=A=++H
Other 559 31 March 2012 — 31 March 2012- 67,225 - - (67,225) - -
participants 30 March 2017
A2 EAL 3% - Z$--§=A=f-HZE
ZA=t-H :2 tE#=R=TH
Other 0.2456 16 May 2017 — 16 May 2017- — 207,920,000 - - — 207,920,000
participants 15 May 2020
Afh2EAL It o3 - ZZ—tFRAT/HE
AAt~A —“Z-TFRA+AA
Total 10,787,062 288,740,000 — (2,554,079 - 296,972,987

it
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EMPLOYEE, REMUNERATION
POLICY AND TRAINING
SCHEMES

The Directors believe that the quality of its employees is
the most important factor in sustaining the Group’s
growth and improving its profitability. The Group’s
remunerates its employees based as their performances,
experience and prevailing industry practices. In addition to
basic salaries and mandatory provident fund, staff
benefits including medical coverage scheme and share
options are offered.

The Group has not experienced any significant problems
with its employees or disruption to its operation due to
labour disputes nor has it experienced any difficulties in
the recruitment and retention of experienced staff. The
Directors believed that the Group has a good working
relationship with its employees.

The Group encourages and supports the employees in
personal and professional training and also encourages a
culture of experience-sharing. The Group organises
various forms of training covering management, customers
service, financial, etc to the PRC office with support from
the Hong Kong head office. Other than the internal
training programme, the Group has also established a
continuous education scheme (the “Education Scheme”).
According to the Education Scheme, the employee who
passed the probation will be entitled to the subsidy for
the specified course approved by the management with
the maximum amount to HK$50,000.

CHANGES IN DIRECTORS’
INFORMATION

Changes in Directors’ information since the date of the
2016 annual report of the Company are set out below:

— Mr. Chui Chi Yun Robert, an independent non-
executive Director, retired as a non-executive
director of Addchance Holdings Limited, shares of
which are listed on the Main Board of the Stock
Exchange (Stock code: 3344), with effect from 23
May 2017. He has been appointed as an
independent non-executive director of F8
Enterprises (Holdings) Group Limited, shares of
which are listed on the GEM of the Stock Exchange
(Stock code: 8347), with effect from 23 March
2017.

= Prof. Wong Lung Tak Patrick, an independent non-
executive Director, retired as an independent non-
executive director of Guangzhou Baiyunshan
Pharmaceutical Holdings Company Limited, shares
of which are listed on the Main Board of the Stock
Exchange (Stock code: 874), with effect from 23
June 2017.
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With effect from 30 June 2017, Dr. Lam Lee G. was
appointed as a non-executive Director, details of which
are set out in the announcement of the Company dated
30 June 2017.

Save as disclosed above, as at the date of this third
quarterly report, there were no substantial changes to the
Directors’ information required to be disclosed pursuant to
Rule 17.50A(1) of the GEM Listing Rules.

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

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities during the nine months ended 30 September
2017.

COMPETING INTERESTS

None of the Directors nor their respective close
associates (as defined in the GEM Listing Rules) had any
interest, whether directly or indirectly, in a business which
competes or may compete with the business of the
Group during the nine months ended 30 September
2017.

AUDIT COMMITTEE

The Company has established an audit committee (the
“‘Audit Committee”) in 2002 with written terms of
reference, which deal clearly with its authorities and
duties. The primary duties of the Audit Committee are to
review the Company’s annual reports and financial
statements, interim reports and quarterly reports and
discuss with the management over issues relating to
auditing, internal control and financial reporting. The Audit
Committee now comprises four independent non-
executive Directors, namely Mr. Chui Chi Yun Robert
(Chairman), Mr. Chan Tin Lup Trevor, Prof. Wong Lung Tak
Patrick and Mr. Li Kit Chee. The Group’s unaudited
results for the nine months ended 30 September 2017
have been reviewed by the Audit Committee, which was
of the opinion that the preparation of such results has
complied with applicable accounting standards and
requirements and that adequate disclosures have been
made.
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ADDITIONAL INFORMATION
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high
standard of corporate governance practices and
procedures with an aim to maximising the shareholders’
interests as well as to enhancing the stakeholders’
transparency and accountability. In this respect, to the
best knowledge of the Board, the Company has complied
with all of the code provisions set out in the Code on
Corporate Governance contained in Appendix 15 of the
GEM Listing Rules during the nine months ended 30
September 2017.

The Company has prepared a corporate governance
report in accordance with Rule 18.44(2) of the GEM
Listing Rules attached to the 2016 annual report of the
Company.

MODEL CODE FOR
DIRECTORS" SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less
exacting than the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having
made specific enquiry of all Directors, all Directors
confirmed that they have complied with the required
standard of dealings and the code of conduct regarding
securities transactions by directors adopted by the
Company throughout the nine months ended 30
September 2017.

CHANGE OF AUDITORS

In accordance with Rule 18.42 of the GEM Listing Rules,
the Company should disclose any change in auditors in
any of the preceding three years.

BDO Limited has resigned as the auditors of the Group
with effect from 1 December 2014 and HLB Hodgson
Impey Cheng Limited was appointed as the auditors of
the Group with effect from 1 December 2014.

On behalf of the Board

National Arts Entertainment and Culture Group Limited
Law Po Yee

Vice Chairperson, Executive Director

and Chief Executive Officer

Hong Kong, 10 November 2017
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CORPORATE INFORMATION

BOARD OF DIRECTORS

Chairman and Non-executive Director
Mr. Sin Kwok Lam

Vice Chairperson, Executive Director and

Chief Executive Officer
Ms. Law Po Yee

Vice Chairperson and Executive Director
Mr. Chow Kai Weng

Executive Director
Ms. Sin Ho Yee

Non-executive Directors
Dr. Lam Lee G.
Mr. Li Sin Hung Maxim

Independent Non-executive Directors
Mr. Chan Tin Lup Trevor

Mr. Chui Chi Yun Robert

Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

COMPANY SECRETARY

Mr. Luk Ho Lun

COMPLIANCE OFFICER

Ms. Law Po Yee

HEAD OFFICE AND PRINCIPAL
PLACE OF BUSINESS

Rm. L&M, 21/F,

Kings Wing Plaza, Phase 1,
No. 3 On Kwan Street,
Shek Mun, Shatin, N.T.

SHARE REGISTRAR AND
TRANSFER OFFICES

Principal share registrar and transfer office
Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

Hong Kong branch share registrar and transfer office
Tricor Secretaries Limited

Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong
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CORPORATE INFORMATION
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AUTHORISED
REPRESENTATIVES

Ms. Law Po Yee
Mr. Chow Kai Weng

COMMITTEES

Audit Committee

Mr. Chui Chi Yun Robert (Chairman)
Mr. Chan Tin Lup Trevor

Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

Remuneration Committee

Mr. Chui Chi Yun Robert (Chairman)
Mr. Chan Tin Lup Trevor

Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

Nomination Committee

Mr. Sin Kwok Lam (Chairman)
Mr. Chan Tin Lup Trevor

Prof. Wong Lung Tak Patrick
Mr. Li Kit Chee

LEGAL ADVISORS

Conyers Dill & Pearman

AUDITORS

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

31/F, Gloucester Tower

The Landmark

11 Pedder Street

Central

Hong Kong

PRINCIPAL BANKERS

Hang Seng Bank

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

GROUP’S WEBSITE

http:/www.nationalarts.hk

STOCK CODE

8228
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