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Characteristics of GEM of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)

GEM has been positioned as a market designed to accommodate small and mid-sized 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.

Given that the companies listed on GEM are generally small and mid-sized companies, 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 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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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 2018, together with the comparative
figures for the corresponding period in 2017 as follows:
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Unaudited Consolidated Statement of Profit or Loss and
Other Comprehensive Income

AEBERZFEBRERAMEERER

Three months ended
30 September
BEAA=+BL=EA

Nine months ended
30 September
BEAA=THLAEAR

2018 2017 2018 2017
—E-0\E —E—tF —E-0\E —E—tF
HK$°000 HK$'000 HK$°000 HK$'000
TERT FHET TERT FHT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REHEH) (REERZ) (REHEH) (REERZ)
Revenue A 22,523 65,147 119,208 151,253
Other income H b Ug A 663 154 1,652 532
Employee benefit expenses EERFIRX (12,188) (12,122) (38,315) (68,509)
Depreciation of property, plant M- BB REE
and equipment e (4,832) (2,947) (36,721) (33,823)
Amortisation of land lease TEf L R E
prepayments (3,440) (8,440) (10,318) (10,318)
Other operating expenses HEmhgea &R (21,853) (28,997) (67,373) (87,883)
Finance costs & BR A (57,055) (49,008) (162,297) (123,719)
(Loss)/Gain on exchange N ZEEH (8
difference 8),/ W (30,848) 18,279 (41,374) 31,079
Loss on disposal of a subsidiary & — KM B QA
B &8 = — = (79)
Loss on disposal of an associate H & — & Bt & A 7
B8 = (113) - (113)
Impairment loss on other H i U 30 IE YR
receivables BE1E - — (3,687) —
Share of loss of a joint venture AME—HEERE
B8 (60) (83) (610) (580)
Loss before income tax ERCEN-T) oF (107,090) (18,125) (239,835) (142,160)
Income tax expense FIEREAL = - = -
Loss for the period X EEE (107,090) (13,125) (239,835) (142,160)
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Unaudited Consolidated Statement of Profit or Loss and Other Comprehensive Income
ARERZGFEERRELREKER

Three months ended
30 September
BEAA=+BL=EA

Nine months ended
30 September
BEAA=THLAEAR

2018 2017 2018 2017
ZE-0\E —T—+tF ZE-0\E —T—tF
Note HK$’000 HK$'000 HK$’000 HK$'000
M FET FET FET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (RiE&Z) (REEH) (RiE&Z)
Other comprehensive H2®E(FX)
(expense)/income PN
Item that may be reclassified HiE&THEESIAIE
subsequently to profit or HWIEE
loss
Exchange difference on BREGINEBT I
translation of financial 3R R E A Y
statements of foreign e =R
operations (16,554) 6,723 (23,918) 18,705
Other comprehensive FHEEM2®E (F
(expense)/income for the %)/ WA
period (16,554) 6,723 (23,918) 18,705
Total comprehensive expense AHE2ERHX
for the period & (123,644) (6,402) (263,753) (128,455)
Loss for the period FEIE A BRI -
attributable to:
Owners of the Company ARABHEA A (107,090) (13,125) (239,834) (142,156)
Non-controlling interests FE 12 IR 7 = = - (1) (4)
(107,090) (13,125) (239,835) (142,160)
Total comprehensive expense {74 #I R 2 E B
for the period attributable to: XUBEE
Owners of the Company RAREA A (123,644) (6,402) (263,752) (128,451)
Non-controlling interests FE 15 IR 7 = = - (1) (4)
(123,644) (6,402) (263,753) (128,455)
Loss per share BkEE
Basic and diluted EARKREE (HK2.37 (HKO0.23 (HK5.31 (HK3.31
7 centsilll) cents& Il cents i1l cents& Il
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Notes to the Consolidated Financial Statements

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 lIslands. 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., Hong Kong.

The Company’s shares are listed on 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 fim
studio and hotels.

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 2018 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
2017.
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Notes to the Consolidated Financial Statements

i + >
FAMBERRN
3. REVENUE AND OTHER 3. WA RH A A
Revenue and other income derived from the Group’s HAERREAEEETZEFHRAREAMKRA
principal activities recognised during the period are as m
follows:
Three months ended Nine months ended
30 September 30 September
BEAA=+HLE=MEA BEALA=+HLEAER
2018 2017 2018 2017
—E-N\fF —E—tF —E-N\E —E—tF
HK$°000 HK$'000 HK$°000 HK$'000
TET FET TET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZ) (REER) (REEZ) (REER)
Revenue PN
Artiste management fee BAEEBRA
income 39 220 222 649
Hotel room income R B R A 3,048 5,618 9,767 13,013
Food and beverage income Z RPN 6,027 8,419 19,034 23,053
Entrance fee income RPN 5,253 16,695 40,801 43,739
Rental income a2 A 5,312 25,957 33,066 48,352
Event income EEUA - 2,240 - 11,285
Sales of travel related IREAEREEREE
products 398 343 662 476
Sales of goods EmiHE 319 234 1,363 1,801
Ancillary services B 5% AR 75 2,127 5,421 14,293 8,885
22,523 65,147 119,208 151,253
At particular time e 5 TE I A A 11,997 25,691 61,860 69,069
Over time E—BREA 10,526 39,456 57,348 82,184
22,523 65,147 119,208 151,253
HK BB 437 563 884 1,125
PRC i 22,086 64,584 118,324 150,128
22,523 65,147 119,208 151,253
Other income Hibug A
Bank interest income AT B WA 4 3 14 5
Others Hth 659 151 1,638 527
663 154 1,652 532
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Notes to the Consolidated Financial Statements

ARE I ERR M
4. FINANCE COSTS 4. BLE WA
Three months ended Nine months ended
30 September 30 September
BELA=+HLE=EA BELA=+HLEAERAR
2018 2017 2018 2017
ZEB-N\E —T—tfF —E-N\E C—ZT—+tF
HK$°000 HK$'000 HK$°000 HK$'000
TERT FET TERT FET

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEE) (RIEER) (REEE) (RIEER)

Finance lease charges BEHEER 459 563 1,425 1,601
Interest on bonds &5 7 8 35,282 22,019 96,995 56,861
Interest on convertible bonds A # % & % 7 8. - 2,709 2,521 8,008
Interest on promissory note HE BB L = 2,407 3,209 7,130
Interest on loan from REEFHFE
shareholders 16,600 14,001 44,440 34,570
Interest on unsecured other HihmEREEN L
borrowings 856 3,967 3,892 7,506
Interest on secured other HithBEAEEF L
borrowings 3,858 3,276 9,200 7,764
Interest on secured bank BEHRFRITEERS
borrowings = 61 615 189
57,055 49,003 162,297 123,719
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Notes to the Consolidated Financial Statements

e RRMEE

5. LOSS BEFORE INCOME TAX

Three months ended
30 September
BELA=+HLE=EA

5. B Pr 15 B i s 48

Nine months ended
30 September
BELA=+HLEAERAR

2018 2017 2018 2017
ZE-N\NE —T—+tF ZEB-)\E —T—+tfF
HK$°000 HK$'000 HK$°000 HK$'000
FHET FET FHET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REE) (REEEZ) (REE) (REEEZ)
Loss before income tax is RETERATERE N
arrived at after charging BT %8
Auditor’s remuneration % 2 RN B & 280 175 839 525
Amortisation of land lease T8+ 3 FH &
prepayments 3,440 3,440 10,318 10,318
Depreciation of property, M- BB KEE
plant and equipment e 4,832 2,947 36,721 33,823
Employee benefit expenses {EEEFIFX
(including directors’ (BEEENL)
remuneration)
Salaries and allowances e MoE 8L 11,075 11,093 35,108 31,673
Contributions to retirement RORAE I ET &t
benefits schemes 1,113 1,029 3,207 2,896
Equity settled share-based NEREE ZRM
payment expenses TRHAX - — - 33,940
12,188 12,122 38,315 68,509

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED
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Notes to the Consolidated Financial Statements

INCOME TAX EXPENSE

Hong Kong Profits Tax has not been provided for the nine
months ended 30 September 2018 (2017: 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$239,834,000 (2017: approximately
HK$142,156,000) and the weighted average of
approximately 4,517,085,000 (2017: approximately
4,296,979,000) 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 2018 and 2017 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 2018 (2017:
Nil).

6.

e UHRRME

Fir 15 Bt BA X

HRAEERBE—T-N\FAA=ZTHILLAE
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Notes to the Consolidated Financial Statements

e RRMEE

» Ry
UNAUDITED 9. RBERZHEAWG BT X
Attributable to the owners of the Company
KATHEAES
Attributable
Properties Share  Convertible to non-
Share Share  Special ~ Contributed revaluation Translation ~ option bond equity A ing
capital  premium  reserve surplus reserve reserve  reserve reserve losses  Subtotal interests Total
[:4] £ BY  HRER BE  BRE TRRRES 2R
2 B B B& L1 B BE  EREE 2HER Mt BREE 28
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HKS'000 HK$'000 HK$'000  HK$'000 HK$'000  HKS'000
TEr  TEr  TiEx T TER Tiér TiEx TEn TEr  TiErn TEr  TEx
At 1 January 2017 (Audited) R-%¥-t£-B-8
(E£H) 399,839 731,706 1,000 78,791 405,015 (147,458 26,229 15,507 (670,979) 639,740 238 639,978
Share issued upon conversion
of other payable 38,798 47,722 - - - - - - - 86,520 - 8,52
Share issued upon conversion HAETESHBTORD
of loan interests 1,211 13,789 - - - - - - - 25,000 - 25,000
Transactions with owners ARFARTHRS 50009 61511 - - - - - - - 111520 - 1150
Loss for the period FHRER - - - - - - - - (142,156) ~ (142,156) [ (142,160)
Lapse of share options BREXK - - - - - - (1428 - 1425 - - -
Share option compensation BRiERE - - - - - - 33940 - - 33940 - 33940
Exchange differences on tranglation of #585h £ #8 f R K B
financial statements of foreign BEME
operations - - - - - 18,705 - - - 18,705 - 18705
Total comprehensive income/  FHIEEERA/(FX)
(expense) for the period ot - - - - - 18705 32,515 - (140,731) (89,511 (4) (89,515
At 30 September 2017 (Unaudited) R=¥-t£AAZ+B
(REEH) 449848 793217 1,000 78,791 405,015 (128,753) 58,744 15,597 (1,011,710) 661,749 234 661,983
— — — — —
As at 1 January 2018 (Audited) ~R=F-N\E-F-8
(B&H) 451,416 803,714 1,000 78,791 372,835 (75,087) 51,880 15,597 (1,059,949) 640,197 234 640,431
Share issued upon exercise of share 7 {# BB IR BT % 7BV R 7
options 300 668 = = = = (233) = = 735 = 735
Lapse of share options BREL K = = = = = = (262) = 262 - - -
Transactions with owners BRFAEANLS 300 668 - - - - (495) - 262 735 - 735
Loss for the period *HEER = - - - - - - - (230,834) (239,834) (1) (239,835)
Exchange difference on translation of & § 5 £HH B RE
financial statement of foreign EENERZR
operations = = = = = (23,918) = = - (23918 - (28918)
Total comprehensive expense ~ AMH2EH Y B
for the period - - - - - (23919 - - (239,834) (263,752 (1) (263,759
As at 30 September 2018 RZF-\ERAZTH
(Unaudited) (REER) 451,716 804,382 1,000 78,791 372,835 (99,005 51,385 15,597 (1,299,521) 377,180 223 311413
— — — — —
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Management Discussion and Analysis

FINANCIAL REVIEW

During the period under review, the Group reported
revenue of approximately HK$119.21 million. The revenue
was mainly derived from the Entrance fee income, 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. Affected by the State Administration of Taxation’s
amendment in tax collection methods, the Crew rental
income has decreased to approximately HK$33.07 million
from approximately HK$48.35 million in the corresponding
period in 2017, representing a decrease of approximately
HK$15.28 million. However, since National Arts Studios
has been developing film shooting base, adding high-tech
shooting equipment and technology, it is believed that this
may help our business to recover in the future.

Staff costs for the period under review decreased to
approximately HK$38.32 million from approximately
HK$68.51 million in the corresponding period in 2017.
The decrease in staff costs was mainly attributable to the
absence of equity settled share-based payment expenses
during the period under review as compared to such
expenses of approximately HK$33.94 million in the
corresponding period in 2017.

Finance costs for the period under review reported
approximately HK$162.3 million. The costs were mainly
due to the bonds and the loan from shareholders.

Other operating expenses for the period under review
decreased to approximately HK$67.37 million from
approximately HK$87.88 million in the corresponding
period in 2017. A decrease of approximately HK$20.51
million was mainly due to the decrease of the operating
expense in the PRC.

For the nine months ended 30 September 2018, the
Group recorded a net loss approximately HK$239.84
million. The loss was mainly due to the finance cost,
amortization of land lease prepayments, depreciation of
property, plant and equipment and the loss of exchange
difference.
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$4 %5 [m] el

B EEH R KB 8RS I A 49119,210,000/8
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ABIREUAPENEREE B TERE
FOBIEWA A RN ESNEANERREE A
2% -FEBERURELEXRFEBRAAATE
AREEMNBEAEARESH-_FT—LtFREMNY
48,350,000/ JT T B& 2 4933,070,000/%8 7 * I 49
15,280,000/ 7T - BB E G W T E bR EH A
BEMW IMATROSEHEAREG  BWNSE
HEAREEENEBLEENDH -

FEHENBINAB-F - LFF
68,510,000/ JT jf > % #738,320,000/8 7T
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(] 88 K f % 15 Bl & B AN £9162,300,000/8 7T © % &
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87,880,000/ 7T & 4> & #767,370,00078 JT ° J& D 49
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EREETERELZBZEIE-
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Management Discussion and Analysis

EEER W R

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 2018, Xigiao
National Arts Films Studio (the “Studio”) attracted a total
of approximately 680,000 visitors, with events such as the
2018 Lunar New Year Celebration, First Writing
Ceremony, Students Study Tour, and Land-Sea-Air
Summer Activities.

In November 2017, the Group renewed a sales
partnership agreement with a PRC company in relation to
the sales of tickets of the Studio. Pursuant to the sales
partnership agreement, the PRC company is appointed as
an exclusive agent to sell the Studio’s tickets in the PRC
and undertakes that the sales and distribution of the
Studio’s tickets will be at least 1 million per year. It has
stabilized the Group’s revenue. Other than the sales
partnership agreement, the Group’s wholly-owned travel
agency company, namely “National Arts Travel Limited”
has been established and commenced its business in
2016.

The Group believes that the events held and the
agreements entered into by the Group will effectively
improve the brand awareness of the Studio and will push
the Project to the peak.
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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 the nine months ended 30 September 2018, there
were approximately 101 production crews filmed in the
shooting base by virtue of the extensive choices, supreme
geographical location and multifunctional ancillary services
it offers, representing an increase by 24 in the number of
production crews when compared to the corresponding
period in 2017.

The Group has entered into several rental agreements,
taking the role of rental agent, with a number of
companies leasing film shooting equipment. The partners
provided the plentiful props, attires and high-tech
shooting equipment including lots of ancient costumes of
Ming and Qing dynasties, antique furniture, simulated
ordnance and other performing props. It is believed that it
will allow the Group to broaden its income source.
Besides creating enormous synergistic effect for the
Group, it will enhance the Group’s capability of provision
of ancillary services in respect of film shooting, and also
facilitate centralization of the industry as well as
strengthen its competitiveness among the peers.

On 4 January 2018, Foshan Bureau of Culture,
Publication, Radio, Film and Television (the “Bureau”)
approved several wholly-owned subsidiaries of the
Company to assist the Bureau (i) in the operation and
expansion that would facilitate film enterprises from
various regions moving into Foshan, policy presentation,
solicitation of investment and funding as well as shooting,
etc.; (i) in the operation and expansion of digital studios;
(i) in the operation and expansion in respect of
diversification of props and equipment portfolio, leasing
and consolidation of props leasing business.

The Group is the first enterprise designated by the
Foshan Government to help building Foshan as the
largest hub for props and equipment, with focus on film
and television industry, which boost the reputation of the
Group in the industry, thereby further consolidating the
presence of the Studio in the film and television industry
in the Southern China.
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Wedding Photography

The Group reached an agreement with a renowned
domestic wedding photography chain group in the fourth
quarter of 2013 to develop its new wedding photography
business. Through which, the Group leased the Studio
with an area of approximately 20 mu (13,333.33 square
meters) for a term of 12 years and the wedding
photography company invested RMB10 million for the
construction of scenic spots in different styles such as
European, Korean and Japanese styles and guarantee
there will be at least 28,800 couples taking wedding
photos in the scenic spots per year. The annual income
from this arrangement will be no less than approximately
RMB1.2 million starting from 2016.

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

Hotel

The b5-star hotel located next to the Studio, namely
National Arts Resort Hotel (the “Hotel”) has officially
commenced its 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, 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 of food and services.

At the 17th Golden Horse Awards of China Hotel, the
Hotel was awarded “The Most Distinctive Resort Hotel of
China in 2016-2017". Widely accepted as the “Oscar” for
the hotel industry in China, the prestigious and
authoritative industry award rationalized and concluded
the overall development situation of the hotel industry in
China and recognized the corporate management quality
and service quality of the Group.
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Film Production

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

The movies invested by the Group, “Ip Man — The Final
Fight” (3£ — #X1% —8) 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”. And
“Golden Brother” (55 ATER] LAZE) also won the best small
and medium cost film award in China Image Film Festival.
These achievements are really encouraging.

During 2016, the Group invested in the production of a
charity film named “Our Days In 6E” (3 9 #I6EHI), which
was released in various major cinemas on 21 September
2017. The theme of “Our Days In 6E” is in line with the
current social status, laden with educational significance.
It was well-received in schools and relevant institutions,
raising concern and resonance in different levels of our
society.

In 2017 Profima International Film Fest & Awards, “Our
Days In 6E” was shortlisted in “Best New Director Award”
and Shirley Chan (Ff fX #f) was a finalist in “Most
Promising Award”. The film was nominated in “Best Debut
Work of Director” in “Marianas International Film Festival”
as well. While it failed to scoop any award, the
nomination was a recognition for a Hong Kong film.

Cinema

National Arts Films Production Limited (“NA Films”), an
indirectly 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 Zhuhai, 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 supports further comprehensive development
of the Group’s entertainment and culture business.
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Artiste Management

To enhance the popularity of the Group’s artists such as
Rose Chan and Brian Yuen, the Group has arranged a
variety of performance opportunities including the
participation in the charity movie, “Our Days In 6E” (F {1
HJBETL), and the online TV series “OCTB” (& £), brand
representative, dramas and being the show host of the
Lunar New Year Celebration and guest performers for the
“Dazzling Night in Shanghai” gala (& # & +§).

Besides, the Group also explores the PRC 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 segment, 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 2018, most of the
transactions, assets and liabilities of the Group were
denominated in Hong Kong dollars and RMB. As the
exchange rate between Hong Kong dollars and RMB was
stable in prior years, the net RMB exposure was not
significant in the prior period. Due to the recent volatility
of foreign exchange rate of RMB, the Group’s exposure
to foreign exchange risk was significant. However, the
foreign exchange difference was mainly due to the RMB-
denominated fund transfer between the Group and its
subsidiaries in the PRC, the Board believes that the
exposure was not a significant impact on the overall
operation of the Group.
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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.

Management Discussion and Analysis
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Future Plans for Substantial Investments or Capital
Assets

With reference to the announcement of the Company
dated 13 December 2017, Foshan Guohao Theme Park
Management Company Limited (8L TR =@ EEH R
‘A B]) (“Guohao Theme Park”), a wholly-owned subsidiary
of the Company, has entered into a subscription
agreement with Guangdong Hongtu Guangdian
Investment Co., Ltd. (ERLEEEHREERAF) (‘GD
Hongtu”), pursuant to which GD Hongtu will make a
capital injection of RMB20 million into the Guohao Theme
Park, in respect of joint cooperation of the second phase
development of the Studio (the “Second Phase Project”).
The Second Phase Project is planned to have a total of 6
indoor studios and 2 boutique hotels to be constructed
next to the first phase of the Studio and the Hotel.

Save as disclosed above, as at 30 September 2018, the
Group did not have any plan for substantial investments
or capital assets.
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ADDITIONAL INFORMATION

DIRECTORS AND CHIEF
EXECUTIVES INTERESTS AND
SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 30 September 2018, 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 (Chapter 571
of the Laws of Hong Kong) (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”)

o e

N EEATEON B R A~ A
BH Ay e 0 o 2 A S iR

RZZE-NFHLA=TH E=F ARATET
BABRMBRESEAZBEARARNRA HE(EMA
LB (TE RBEB AN FEERE S REE %A
((FEHRBGHEG) EXVED) 2 iy - BN &
BEFEEZREREF MM E G EXVIEETRFES
DEWZRERMERNRAINBR 2R KR
(B Ll AT RIRZEE 55 R E RGO E
ERRAEB 2D RAR)  IREBEESF LR
{53621 2 MEAB LN AT 2 B MRz &
@ RORE - RIRIEGEM 47 Al 55,4614 £5.67 16
ZHRERMGARFRBR A2 EEIABNT

1. REAGFEREEOIETZLER(RE)Z
¥E

Approximate
percentage of
the issued

Capacity/Nature Number of share capital
Name of Director of interest shares held of the Company
Fite (GAATEHT
ESKE S g BHHE BRAZEBHESLL
(Note 1)
(K7at1)
Ms. Law Po Yee (“Ms. Law”) Beneficial Owner 23,352,000 0.52%
ZERZL([B&X)) EmfEa A
Interest of Spouse (Note 2) 795,580,623 17.61%
BBt = (M at2)
Mr. Chow Kai Weng Beneﬂ‘cial Owner 1,000,000 0.02%
R & %k & E=lEAA
Prof. Wong Lung Tak Patrick Benefi\oial Owner 2,240,000 0.05%
HEEAE EmfaA A
Mr. Chui Chi Yun Robert Beneficial Owner 3,000,000 0.07%
EELCEE EmEAB A
Mr. Li Kit Chee Beneficial Owner 4,480,000 0.10%
T2 kE EmEB A
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Notes:

This is based on the total issued shares as at
30 September 2018 (i.e. 4,517,161,222 shares).

By virtue of the SFO, Ms. Law, the spouse of Mr.
Sin, a substantial shareholder of the Company, was
deemed to be interested in all the Shares in which
Mr. Sin was interested. For details of Mr. Sin’s
interest in the Shares, please refer to the paragraph
headed “1. Substantial shareholders’ long positions
in the Shares” under the section headed “Substantial
Shareholders’ and Other Persons’ Interests and Short
Positions in the Shares and Underlying Shares” in

WHER-ZZTE—NFLAZ+HZ2HDH
1TRED (BN4,517,161,2220% ) °

REEFHRPEGEY B (ARE—%
TERREEEZRB) WRBNEELEE
ERmzmEROPHEEERD AHEEE
EZBRNBERFE S2HAE=FTER
EIE 2R R EAMA TR RAR B A
ZHEBARRRI-HETHIERRERRR
zEREl—&-

this third quarterly report.

Long positions in the underlying Shares

REBRGZTFE

Approximate
percentage of
the issued share

Number of capital of the

Name of Director Capacity/Nature of interest shares held Company

EARATF

EETEREAZ

EEla S HESEE Fifs iR 8B BMaESE

(Note 1)

(Bti#1)

Ms. Law Beneficial Owner 11,822,483 0.26%
i gogu EmEA A (Note 2) (K1 ##2)

Mr. Chow Kai Weng Beneficial Owner 45,063,695 1.00%
JEIRR & 55 A& EnfEE A (Note 3) (H17£3)

Ms. Sin Ho Yee Beneficial Owner 5,824,161 0.13%
Vb K-k eun EnEA (Note 4) (i} &t4)

Prof. Wong Lung Tak Patrick Beneficial Owner 2,307,024 0.05%
HEEHE EHnEAA (Note 5) (K17#5)

Mr. Chui Chi Yun Robert Beneficial Owner 1,646,896 0.03%
EECEE E=mBEAA (Note 6) (#1:#6)

Mr. Cheng Wang Chun Beneficial Owner 44,980,000 1.00%

LIEIN s

EmBEEA

(Note 7) (Kt 5%7)
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Notes:

This is based on the total issued Shares as at
30 September 2018 (i.e. 4,517,161,222 Shares).

These underlying Shares represent () 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 share option
scheme adopted on 22 July 2002 and terminated
on 29 September 2010 (“Post-IPO Share Option
Scheme”) under which Ms. Law may exercise the
said options from 29 September 2010 to
2 September 2020 at an exercise price of HK$2.89
per Share; (i) 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 share option scheme adopted on
29 September 2010 (“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 (i) 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.

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
to 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 (iii)
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.
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These underlying Shares represent () 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 (i)
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) 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 to
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) 2,240,000
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.

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED
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6. 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 to 12 May
2020 at an exercise price of HK$3.66 per Share; (i)
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) 1,480,000 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.

7. These underlying Shares represent 44,980,000
Shares to be issued upon exercise of the physically
settled share options granted to Mr. Cheng Wang
Chun on 16 May 2017 pursuant to the New Share
Option Scheme under which Mr. Cheng may
exercise the said options from 16 May 2017 to
15 May 2020 at an exercise price of HK$0.2456
per Share.

Save as disclosed above, none of the Directors, chief
executive of the Company or their associates had, as at
30 September 2018, 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.
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SUBSTANTIAL SHAREHOLDERS’
AND OTHER PERSONY
INTERESTS AND SHORT
POSITIONS IN THE SHARES
AND UNDERLYING SHARES

As at 30 September 2018, 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. Substantial shareholders’ long position in the
Shares

o B SR R H A N R £ K A
BH By 2 HE 2 IR

JrAp—

—NEAA=1TH REXQRREES

B HA S 01 SEXV AR 336158 77 B 2 B R M A A
% AARFNCEME - TIALkEE(BAR
AEERTRERIN) WAL 2D RATRIR G
A A A

1. ZERFRRHZKFE

Approximate
percentage of the

Capacity/ Number of issued share capital
Name of shareholder Nature of interest shares held of the Company
EARATF
EETREAZ
g 2 L3013 RERHBYME wmuEatt
(Note 1)
(Hr7E1)
Mr. Sin BenechiaI Owner 795,580,623 17.61%
e E EmEEA
Interest of Spouse (Note 2) 23,352,000 0.52%
BB #E = (H7772)
Tse Young Lai Beneficial Owner 563,547,600 12.48%
# g E=mBEAA
Notes: it -
1. This is based on the total issued Shares as at 1. WHERZZE-N\FNLA=ZTHHNZIE

30 September 2018 (i.e. 4,517,161,222 Shares).

2. By virtue of the SFO, Mr. Sin, being the spouse of
Ms. Law, an executive Director, was deemed to be
interested in the all the Shares in which Ms. Law
was interested. For details of Ms. Law’s interest in
the Shares, please refer to the paragraph headed
“1. Long positions in the Shares” under the section
headed “Directors’ and Chief Executives’ Interests
and Short Positions in Shares, Underlying Shares
and Debentures” in this third quarterly report.

TR (BN4,517,161,2220% % 15) °

REBEBHFRAEKRI  AEERTERE
HEZBRB)BEARRELLHEERZND
B R A S BRAEL L 2R
B5HE FR2HAE=FTEREEERT
BITBRABRED  HERD REFZ#
BRABI-SHETHRROZHAE]—
B
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2. Substantial shareholder’s long position in the
underlying Shares

Capacity/Nature of

Additional Information

Bt hnE Rt
2 ZERFPEHRHGZFE
Approximate

percentage of the
Number of issued share capital

Name of shareholder interest shares held of the Company
EEAT 28T

BEREE S EmitE Firsikin 88 BAZBHESL
(Note 1)
(B3 at1)

Mr. Sin Interest of Spouse (Note 2) 11,822,483 0.26%

ke e 18 4 & (M 772)

Notes: Bt -

1. This is based on the total issued Shares as at 1. WHERZTE-N\FLA=Z+TANZ2IBE

30 September 2018 (i.e. 4,517,161,222 Shares).

2. By virtue of the SFO, Mr. Sin, being the spouse of
Ms. Law, an executive Director, was deemed to be
interested in all the underlying Shares in which Ms.
Law was interested. For details of Ms. Law’s interest
in the underlying Shares, please refer to the paragraph
headed “2. Long positions in the underlying Shares”
under the section headed “Directors’ and Chief
Executives’ Interests and Short Positions in Shares,
Underlying Shares and Debentures” in this third
quarterly report.

Save as disclosed above, as at 30 September 2018, 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.
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SHARE OPTION SCHEMES

Pursuant to a written resolution of the sole shareholder of
the Company passed on 22 July 2002, the Company
conditionally adopted and approved the 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 at the extraordinary
general meeting of the Company on 29 September 2010,
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.

Post-IPO Share Option Scheme

As at 30 September 2018, the share options to subscribe
for an aggregate of 4,107,100 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 2018 are set out as follows:

Jilg B R

RERAABE-—BRRR_FT_FLtA_1+_—H
BB EERZER  ARAA GG R IE
BRANFHBEERBRIERTS - BN 2HENH
RABMA-—ZZ_F+ANBZARRBKRER
B 8% PO A

REARAR_FZ-—FFAA_TNAAETZR
REAARE LBBZRER  MBREFECHE
Ry MERAAHEERBERESI DKL -
MBI ZIZ2HRREARERANR T —F
FARARBBERHZBEA -

EXNAHEERBRENE

RZZ-—NFAA=Z1TH BEERARBEER
B AR ME AT 815 1 i 7] R BB A 2 B A #£4,107,1008%
fefn 2 B M ARETE -R-E-NFAA=T
BZREEAAAEERBEREFSRENER
REFEIBIAT -

Number of share options

BRERE
Outstanding
Exercise As at Granted  Exercised Lapsed  Cancelled as at
Category price per 1 January during during during during 30 September
of participants share  Date of grant Exercise period 2018 the period  the period  the period  the period 2018
R® RZF-0\E
—E-0\F AAZ+A
SEAER BRITHEE RHEY s -R-H Bagt  HATE  BAX% HREs ieh A7 18
(HKS)
(&)
Directors 366 13 May 2010 13 May 2010-12 May 2020 33,292 - - - - 33,292
gz “2-3FRA+t=A ZE-FERA+ZRE
ZZ-ZFRA+CA
Directors 338 20 May 2010 20 May 2010-19 May 2020 91,906 - - (25,065) - 66,840
ES “Z-ZFRAZFE ZE-TERA-THE
ZZ-ZERATAR
Directors 2.89 3 September 2010 29 September 2010- 11,971,128 - - (7,964,160) - 4,006,968
2 September 2020
Bz “Z-ZFNA=H —Z-ZFEAA-thRAZ
ZZ-ZENAAZR
Total 12,096,325 - - (7,989,229) - 4,107,100
2y

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

M BREERANEEABRENBELN2BHEK
R B 5 -
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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
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.

As at 30 September 2018, the share options to subscribe
for an aggregate of 270,444,183 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 2018 are set out as
follows:
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R EE

BER-_ZE—+tEFNA-_TNABRTZREASF
Ae((REBEXE)) LBBZ2RBE BREW
BE RS T B0 R AR R A ) 4 B AR RE AT BIIR HH BE
PRt 2 st EIRE S B ¥ = 5% £449,848,122/% /%
7 v BLA4,498,481, 222/ B 31T D B EXE - AR
REEFEASE B2 BTN 210% (1R 15 5’
ERTEIZ AT E ~ WARTITE R KRB EITEZ
R ERR AN ([EFETEIBREE) MR EEE 2
BIEREERETS ZRAABELATRERD 2
B SBEUEHTEREER RIREFE
RRAERTEI TR L 2 AR T (A0 - FR 8 - 817
NEEBEG  BEANEFMTERBEAR: NARE
REFHERBHEEBRANTHERESEIEL S
MITE %A R -

RZZE—NFLA=Z+TH BREFERETE R
AT R B A H£270,444,1830% A% 17 2 B R4 &) Ak &
TE- RN NFLA=ZTHZBEFHERE
BRI MEREEBOT

Number of share options

BREYE
Outstanding
Exercise Asat  Granted Exercised Lapsed Cancelled as at
Category of price per 1 January during during during during 30 September
participants share Date of grant Vesting period Exercise period 2018 the period the period the period the period 2018
|3 RZF-A\%
13 ZE-0\E hBE+H
2HAER e RHEH FEY T8 -A-B HARE HAGTE Baxy  HhEE EEXH
(HKS)
(&)
Directors 7.62 28 March 2011 28 March 2011- 28 March 2012- 8,232,987 - - (3,368,804 - 4,864,183
27 March 2012 27 March 2021
Ez “T-f “F——%ZfA-ft)\RE —Z-Z#ZA-1+)\RZ
ZAZTA “E-ZHZR-ttR ZE--FZAZt4R
Directors 0.2456 16 May 2017 - 16 May 2017- 65,140,000 - (3,000,000) (4,480,000) - 57,660,000
15 May 2020 Notg)
Hz)
s ZT—tF - I +ERATRAE
nAtAA ZT-ZFIATEA
Other participants 0.2456 16 May 2017 - 16 May 2017- 207,920,000 - - - - 207,920,000
15 May 2020
Afp2EAL ZT-tf - Z-+FRATRAE
fA+AH ZZ-ZFRATERA
Total 281,292,987 - (3,000,000) (7,848,804) - 270,444,183
ag

Note: The weighted average closing price of

shares of the

Company immediately before the date on which the
options were exercised is HK$0.41.

Wat BERBREETEEA 28 AARBRGEME
FHURTE B0.41BTT °
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()

(i)

(i)

New Share Option Scheme’s purpose

The purpose of the New Share Option Scheme is to
attract and retain the best available personnel, to
provide additional incentive to selected person and
to promote the success of the business of the
Group.

Qualifying participants

The participants of the New Share Option Scheme
include any employee of the Company or any
subsidiary of the Company, a director, a
shareholder, a supplier, a customer or any
subsidiary of the Company; an agent, adviser,
consultant, strategist, contractor, sub-contractor,
expert or entity that provides research,
development or other technological support or any
valuable services to Company or any of its
subsidiary; a holder of any securities issued.

Maximum number of shares

In accordance with the resolution passed at the
AGM, the scheme limit on the grant of options
under the New Share Option Scheme and any other
share option schemes of the Company was
refreshed to up to 449,848,122 Shares, being 10%
of the Shares in issue as at the date of the meeting
(i.e. 4,498,481,222 Shares in issue) (excluding share
options previously granted, outstanding, cancelled,
lapsed or exercised under the New Share Option
Scheme) and representing approximately 9.96% of
the issued Shares as at the date of this third
quarterly report (i.e. 4,517,161,222 Shares); and the
Directors are authorized, 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 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.

()

(i)

(i)
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()

(v)

(vi)

Maximum entitlement of each qualifying participant

No qualifying participant shall be granted any
options which, if exercised in full, would result in
such person’s maximum entitlement exceeding 1%
of the aggregate number of Shares for the time
being issued and issuable under the New Share
Option Scheme in the 12-month period up to and
including the proposed grant date unless such
grant is approved in advance by the shareholders in
general meeting. No qualifying participant who is a
substantial shareholder or an independent non-
executive Director, or any of their respective
associates shall be granted any options, which, if
exercised in full, would result in the shares issued
and issuable to such person under the New Share
Option Scheme in the 12-month period up to and
including the proposed grant date for such options,
unless such grant of options is approved in
advance by the shareholders of the Company in
general meeting: (a) representing in aggregate over
0.1% of the number of Shares then in issue; and (b)
having an aggregate value, based on the closing
price of the Shares as stated in the Stock
Exchange’s daily quotations sheets on each
relevant date on which the grant of such options is
made to such person under the relevant scheme, in
excess of HK$5 million.

Option period

The share options may be exercised in whole or in
part by the participant at any time during the
exercise period, i.e. not exceed 10 years from the
date of grant of the relevant new share options
pursuant to the New Share Option Scheme, by
delivering to the Company a notice duly signed in a
form approved by the Board (together with payment
of the exercise price in full in respect of each new
share to be subscribed for) and delivery of the new
share option certificate for amendment or
cancellation.

Minimum period for which an option must be held before
it can be exercised

No offer of a new share option which is capable of
or open for acceptance shall be made after the
expiry of the exercise period pursuant to the New
Share Option Scheme.

Payment on acceptance of the option

HK$1 is payable by the grantee to the Company on
acceptance of the share option offer. The share
option offer will be offered for acceptance for a
period of 14 days from the date on which the offer
is granted.
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(vii) ~ Basis of determining the exercise price

()

The exercise price for the share under the New
Scheme will be determined by the Board in its
absolute discretion at the time of making the offer
of grant of a new share option but in any case the
subscription price must be at least the higher of (i)
the closing price of the shares as stated in the
Stock Exchange’s daily quotations sheet on the
date of the offer of grant, which must be a
business day; (ii) the average closing price of the
shares as stated in the Stock Exchange’s daily
quotations sheets for the five business day
immediately preceding the date of the offer of
grant; and (iii) the nominal value of the shares.

Remaining life of the New Share Option Scheme

The New Share Option Scheme will remain in force
for a period of 10 years commencing on the date
on which the New Share Option Scheme becomes
unconditional. The Board may amend any of the
provisions of the New Share Option Scheme or
withdraw or otherwise terminate the New Share
Option Scheme at any time but no alterations shall
be made to the advantage of any participant unless
approved by the shareholders in general meeting.
All new share options granted prior to such
termination and not then exercise shall continue to
be valid and exercisable subject to and in
accordance with the terms of the New Share
Option Scheme.

(Vi)

(i)
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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.

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
2018.

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
2018.
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Additional Information
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AUDIT COMMITTEE

The Company has established the audit committee of the
Board (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. As at the
date of this third quarterly report, the Audit Committee
now comprised three independent non-executive
Directors, namely Mr. Chui Chi Yun Robert (Chairman),
Prof. Wong Lung Tak Patrick and Mr. Li Kit Chee. The
Group’s unaudited results for the nine months ended
30 September 2018 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.

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. Save as disclosed below,
to the best knowledge of the Board, the Company has
complied with all of the code provisions set out in the
Corporate Governance Code contained in Appendix 15 of
the GEM Listing Rules (“Corporate Governance Code”)
during the nine months ended 30 September 2018.

As Mr. Chow Kai Weng serves as both the chairman
(“Chairman”) and the chief executive officer (“Chief
Executive Officer”) of the Company with effect from
18 June 2018, such practice deviates from the code
provision A.2.1 of the Corporate Governance Code. The
Board believes that vesting the roles of both the
Chairman and the Chief Executive Officer in the same
person can facilitate the execution of the Group’s
business strategies and enhance effectiveness of its
operation. Therefore, the Board considers that the
deviation from the code provision A.2.1 of the Corporate
Governance Code is appropriate in such circumstances.
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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 2018.

On behalf of the Board

National Arts Entertainment and Culture Group Limited
Chow Kai Weng

Chairman, Executive Director and Chief Executive Officer

Hong Kong, 8 November 2018
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CORPORATE INFORMATION
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BOARD OF DIRECTORS

Chairman, Executive Director and Chief Executive Officer
Mr. Chow Kai Weng

Vice Chairperson and Executive Director
Ms. Law Po Yee

Executive Directors
Ms. Sin Ho Yee
Mr. Cheng Wang Chun

Non-executive Director
Dr. Lam Lee G.

Independent Non-executive Directors
Mr. Chui Chi Yun Robert

Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

COMPANY SECRETARY

Ms. Sun Shui

COMPLIANCE OFFICER

Mr. Chow Kai Weng

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.,
Hong Kong
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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

AUTHORISED
REPRESENTATIVES

Mr. Chow Kai Weng
Mr. Cheng Wang Chun

COMMITTEES

Audit Committee

Mr. Chui Chi Yun Robert (Chairman)
Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

Remuneration Committee

Mr. Chui Chi Yun Robert (Chairman)
Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

Nomination Committee

Mr. Chow Kai Weng (Chairman)
Prof. Wong Lung Tak Patrick
Mr. Li Kit Chee

LEGAL ADVISOR

Conyers Dill & Pearman

AUDITORS

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

31/F, Gloucester Tower

The Landmark

11 Pedder Street

Central

Hong Kong
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Corporate Information
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PRINCIPAL BANKER

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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Clarendon House

2 Church Street
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National Arts Entertainment and Culture Group Limited
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