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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 three months ended 31
March 2019, together with the comparative figures for the
corresponding period in 2018 as follows:

UNAUDITED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
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Three months ended 31 March
BE=A=+—HL=@EA

2019

—E—-hE

HK$°000

THERT

Notes (Unaudited)
B 5 (REEZX)

Revenue
— Good and services

— Rental
— Interest

Total revenue

Other income
Staff costs

Depreciation of property, plant and

equipment

Amortisation of land lease

prepayments

Other operating expenses
Gain on exchange difference

Finance costs

Share of loss of a joint venture

Loss before income tax
Income tax expense

Loss for the period

A

- BEmMR®
— 2

- ME

HUTA

H o A

BITRA

ME BEMRETE
AL S
Hibh @28

PE X EE M E
BERA
DE-—HEELEER

ARSI A E 1R
PS5 X

REAIEE

3 33,023
3 8,345
3 185
41,553

3 465
(13,483)

(2,867)

(3,439)

(23,834)

19,384

4 (69,287)

(306)

5 (51,814)
6 —

(51,814)

2018
—ZE-NF
HK$'000
FHET
(Unaudited)
(R &)

38,621
16,656

55,277

204
(13,133)

(3,202)

(3,439)
(22,124)
31,585
(51,404)
(102)

(6,338)

(6,338)
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UNAUDITED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
RIS G R 2 S A 2 T i 4 R

Three months ended 31 March
8FE=A=+—B1LL=@EA

2019 2018
—E-NE —T-N\F
HK$°000 HK$’000
FHET FHET
Notes (Unaudited) (Unaudited)
Bt 5 (REEZ) (CREeFEZ)
Other comprehensive income  H{t 2 EHUTA
Exchange differences on RMEFINEE I B RE
translation of financial EEWENEZ5
statements of foreign operations 20,162
Other comprehensive income  FEIEEMEZEWA
for the period 20,162
Total comprehensive FHE2EFEX)
(expense)/income for the PN k-]
period (38,717) 13,824
Loss for the period attributable FE{& 2~ R #5148 -
to:
Owners of the Company ZIN/NEIE RSN (51,813) (6,337)
Non-controlling interests JEE R (1) (1)
(51,814) (6,338)
Total comprehensive EiEFYEE2E
(expense)/income for the (FX) W NdasE -
period attributable to:
Owners of the Company KABEEA (38,716) 13,825
Non-controlling interests IE 125 AR #E & (1) (1)
(38,717) 13,824
Loss per share BREBE
Basic and diluted HA K #5E 7 (FLEME)NEEY R B (HKO.14) centsi& il
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1.

NOTES TO THE CONSOLIDATED

GENERAL

National Arts Entertainment and Culture Group Limited (the
“Company”) 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 at Rm. L&M,
21/F., Kings Wing Plaza, Phase 1, No.3 On Kwan Street,
Shek Mun, Shatin, New Territories, 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,
operations of film studio and hotels and provision of travel
related products. 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 GEM of the Stock Exchange
(the “GEM Listing Rules”).

The unaudited consolidated results for the three months
ended 31 March 2019 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
2018.

FINANCIAL STATEMENTS
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06

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ar e BB H R B RE

3.

REVENUE AND OTHER INCOME 3.

Revenue derived from the Group’s principal activities

recognised during the period is as follows:

WA B 3 Al e A

HARBRERNEEEZEZEBENHRADT

Three months ended 31 March
g#FE=A=+—HIE=EA

2019
—E-0E
HK$’000
FET

Revenue from contracts with
customers within the scope of
HKFRS 15, disaggregated by major
products or services lines:

Artiste management fee income

Hotel room income

Food and beverage income

Entrance fee income

Sales of travel related products

Sales of goods

Ancillary services

Consultation Income

Interest revenue that reflects significant
financing granted to customers
Rental income

Timing of revenue recognition:
At a point of time
Over time

Other income
Others

FEMBREENSZ15576EE
MREBEFESHZHE @ %
FTRERFRBRISHF -

BABEERA
B E BB R A
BERWA
BEZLON

§H 5 Bk 22 4R BE 2
HEE M
EER%
A

RBRFEFTEFPERBEZHE
WA

e A
W A FERR B -
RE RS2 28,229
BiE I 4,794
33,023
Hibug A
HAh

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED [ 25 it 4% 3¢ b 45 [0 47 BR /A ]

2018
—E-N\F
HK$’000
FHET

143
3,849
7,908

19,732
16

634

6,339

38,621

16,656

55,277

28,291

10,330

38,621

204

204




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e S R B RE

FINANCE COSTS 4. RhEBRAR

Three months ended 31 March
BE=A=+—HL=MEA

2019 2018
—E-NhE —E-)N\F
HK$°000 HK$’'000
FHET FAET
Finance lease charges MEMEER 440 486
Interest on bonds BEHFH L 46,057 29,500
Interest on convertible bonds B ESF A 2,679
Interest on promissory note A EENE 2,406
Interest on loan from shareholders IR E AL 12,403
Interest on unsecured other borrowings EmEEAEERNE 1,864
Interest on secured other borrowings HuBEREERL 2,066
51,404

LOSS BEFORE INCOME TAX 5. B&Pr 45 Bt A s 18

Three months ended 31 March
BE=A=+—BHL={EA

2019 2018
—E-NhE T )\F
HK$’000 HK$’000
FHET FHT
Loss before income tax is arrived at after K T3 AT A B E M T 5
charging: BIE -
Auditor’s remuneration % 25 6 B & 280
Amortisation of land lease prepayments FEAT 1 tth 7 & 5 3,439
Depreciation of property, plant and ME - -BERIEFTE
equipment 3,202
Employee benefit expenses EERAFAX
(including directors’ remuneration) (BIEEENS)
— Salaries and allowances — He kER 12,085
— Contributions to retirement benefits — RIREFEEI R
schemes 1,048
13,133

FIRST QUARTERLY REPORT 2019 & —JU4E4 —FE#A
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6.

INCOME TAX EXPENSE

Hong Kong Profits Tax has not been provided for the
three months ended 31 March 2019 (2018: 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$51,813,000 (2018: approximately
HK$6,337,000) and the weighted average of approximately
4,584,108,000 (2018: approximately 4,516,795,000)
ordinary shares in issue during the period. Diluted loss per
share for loss attributable to the owners of the Company
for the three months ended 31 March 2019 and 2018 was
the same as basic loss per share because the impact of
the exercise of the share options, warrants and convertible
bonds is anti-dilutive.

DIVIDEND

The Directors of the Company does not recommend
payment of dividend for the three months ended 31 March
2019 (2018: Nil).

Pt 15 Bt BA 3¢

HRAEERBE_T-AF=A=1+—HIt=
18 A 3 £ 78 BB B AR AR s A I gt
LERRZBEMNSRFLBE(CT—N\F:
&) -

R EARAME ([RE]) M B AR E S
MG REER  REERPREEMEHR (K
K R25% ) fF I BHE -

REMBDEEREENHIATIIZERRAEERK
AR EFE -

=
=)
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BREANBEDNREARAABEE ABEEED
51,813,000/ 7t (= & — /\ & : %96,337,0007% 7T)
FEHANEBETEBROME F9 &Y
4,584,108,000% ( — & — J\ 4 : 494,516,795,000
fR)FTE - AR IE  RREFRATRRESRD
TEAARBEYE Al #H#HE-_T—LER
- \FZA=Z+-BLE=ZEAXRQRHEEA
EEEENERBEEERGRANBIERR -

it B,

ARAEFTRBRNRE-_F-AF=A=+
—HE=AANRE(CE-N\F:®) -
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9.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e S R B RE

UNAUDITED CONSOLIDATED
STATEMENT OF CHANGES IN

EQUITY

9. REFEBRHEAEBEIR

Attributable to the owners of the Company

KATHEFAES
Attributable
to
Properties Share  Convertible non-
Share Share  Special Contributed revaluation Translation  option bond equity A lated lling
capital premium  reserve surplus reserve reserve  reserve reserves losses  Subtotal interests Total
BEEMR BRE TRERES kERER
R RGER HHHE  "UES i REEE R ERRE RitER gt i3 a8
HK§'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HKS'000 HK$'000  HK$'000
TEr FEx TEx FET FET Tar TEx TAL FEx TiEn Tar TEx
At 1 January 2018 R-2-\¥-A-H
(Audited) (B#7) 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 AERRERENS
exercise of share &3
options 300 668 - - - - (233) - - 736 - 736
Transactions with owners EEHBA#THRS 300 668 - - - - (233) - - 735 - 735
Loss for the period AEREE - - - - - - - - (6,337)  (6,337) 1) (633
Exchange difference o #E BN EBH BRE
translation of financial ~ BE4£HER 28
statement of foreign
operations - - - - - 20,162 - - - 20,162 - 20,162
Total comprehensive  AEF2EMA/
income/(expense) (Ax) @88
for the period - - - - - 20,162 - - (6,337) 13825 (1) 13824
At 31 March 2018 Z-N\E=R
(Unaudited) St-HOREER) 451,716 804,382 1,000 78,791 372,83 (54,925) 51,647 15,597 (1,066,286) 654,757 233 654,990
— — — —

At 1 January 2019 RZE-NE-A-H

(Audited) (&%)

Share issued upon AERRERET
exercise of share &
options

Transactions with owners BB A AETHR 5

Loss for the period AHRER

Exchange difference on 2B BN EBH B
translation of financial ~ MEFE &
statement of foreign HESER
operations

Total comprehensive  AEIR2ERA/
income/(expense) for (%) 4%
the period

At 31 March 2019 RZE-NE
(Unaudited) =ZA=t+-8
(RIEER)

451,716 804,495

43,101 68,929

43,101 68,929

494,817 873,424

6,302 78,791 335,013

6,302 78,791 335,013

(131,671) (1,441,615)

(51,813)

13,007 (51,813)

(18,574) 41,912 (1,493,428)

144,943

112,030

112,030
(51,813)

(38,716)

218,257

145,175

112,030

112,030
(51,814)

(38,717)

218,488

FIRST QUARTERLY REPORT 2019 & —JU4E4 —FE#A
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MANAGEMENT DISCUSSION AND ANALYSIS

o PR o g B g0 A

FINANCIAL REVIEW

The revenue for the period under review decreased to
approximately HK$41.55 million from approximately
HK$55.28 million in the three months ended 31 March
2018, representing a decrease of approximately HK$13.73
million in revenue. 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, ancillary service and hotel in the PRC,
and the artiste management and event coordination
business in HK.

Staff costs for the period under review increased to
approximately HK$13.48 million from approximately
HK$13.13 million in the three months ended 31 March
2018, representing an increase of approximately HK$0.35
million in staff costs. An increase was mainly due to the
expansion in PRC operation.

Finance costs for the period under review increased by
approximately HK$17.88 million by reason of the interest
on additional shareholders’ loan and interest payment of
bonds issued from 2018 to 2019.

Other operating expenses for the period under review
increased to approximately HK$23.83 million from
approximately HK$22.12 milion in the three months
ended 31 March 2018. An increase of approximately
HK$1.71 million in other operating expenses was mainly
due to an increase from the hotel operating costs.

For the three months ended 31 March 2019, the Group
recorded a net loss of approximately HK$51.81 million as
compared to a net loss of approximately HK$6.34 million
in the three months ended 31 March 2018. The increase
in net losses was mainly due to the increase in finance
costs and the decrease in revenue and gain on exchange
difference.

BUSINESS REVIEW

Xigiao National Arts Studio Project

Located in Foshan City, Guangdong Province, the Xigiao
National Arts Film Studio (the “Studio”) has the view of
Mount Xigiao, which is known as one of the national
5-star tourist attractions and has a total developed land
area of 444,000 square meters. There are unique film
shooting areas throughout the Studio along with theme
parks, hotel and performing arts complexes. The Studio
incorporates tourism and recreational facilities that leads
the Studio to become an international vacation resort in
Guangdong Province.

St 5 1o

RN AREE - \F=A=+—8H
IF=EAME55.288 & B UL 2441558 &8
T HERWAR D A3 73EEB T - KATE
BREMFRAMEYEEERFERAERBEX A
BEWAOBEES WA > Mo WARIZKBERF
BIMEMEE  EXHE RERBRBE AKX
REBNEANEERNETBREE -

CEPENE IR ABREEZ —_TS—/\F=ZA=+
—BIE=EAL13.13E BB T M EL13.48H
BET HERBIRAEMNLN0.35HEE T - 18
MEZHAPBEALEBE -

ClIEHMMBEKAENL17.88B&EE T i H
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=+—BIE=AAL22128 &5 T INE 423.83
BEBT  EMELBREMMNM 7T1IBEETHE
SARAEENEERAREFTEM-

BE-_ZT-NAF=A=+—HIL=EA ~&H
BEEFERFEASIBEEETL MBEE 2N
FZA=1T—-RI=EARI%FEEFHEL6.34
BEBIT - BEFEE T Z MmN EEKAE N
R WA R [ 5 Z g W an /> ©

05 19l B
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For the first three months in 2019, the Studio attracted a
total of approximately 356,000 (2018: Approximately:
300,000) visitors. In particular, the event “The 2019 Lunar
New Year Celebration” attracted approximately 104,000
(2018: Approximately: 80,000) visitors.

In addition, the Group has participated in several charity
groups on education at the end of 2018. The Studio
cooperated with charitable organisations such as Caritas
and Po Leung Kuk to organise study group events for
students to participate and to explore different culture and
film production in the Studio.

The Groups believes that the events held by the Group
will effectively improve the brand awareness of the Studio
and will push the Studio to the peak.

Travel

National Arts Travel Limited (“NA Travel”) has been
established and commenced its business since 2016. It
provides cozy travel solution such as organising
tailormade travel itineraries for different organisations,
groups and individuals. Besides traditional group tours,
NA Travel launched a series of featured group tours to
enhance customers’ unique travel experience.

To enhance the comprehensive customer support, NA
Travel has updated its inquiry and sales system in 2018.
The system provides worldwide information on air tickets,
hotels as well as travel insurance, transportation and visa
application, thus strengthening the competitiveness of the
Group in the market.

In 2018, the Group enthusiastically diversified the current
product lines by establishing a brand “Skyyer Travel” in
order to build a new brand image. “Skyyer Travel” is a
brand under NA Travel which professionally designs
“Tailor-made tours for sport, hobby and industry” and
invites various celebrities to lead and guide in different
tours. Moreover, “Skyyer Travel” is exploring special and
exclusive tourist attractions and incorporates travel tours
with specific subjects, which include golf, yoga, bicycle,
darts, painting, dragon boat, diving, photography, religion,
music, goodies marathon, etc.

MANAGEMENT DISCUSSION AND ANALYSIS

P Rl Mo
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356,000% (== — J\4F : #J300,000%) ## = 255 -
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104,000% (== — J\F : #J80,000% ) #if X 2 € -
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MANAGEMENT DISCUSSION AND ANALYSIS
B L S

Film Shooting Base

The film shooting base is the core project of the Xigiao
National Arts Film Studio Project. It covers 374,000
square meters of land, including a lake of 120,000 square
meters and a number of indoor and outdoor studios
which are equipped with excellent and comprehensive
ancillary facilities in order to provide the Southern China
and foreign shooting crews the most realistic and delicate
scene.

During the first three months of 2019, approximately 16
production crews filmed at the shooting base benefiting
from the extensive choices of scenes, supreme
geographical location and multinational ancillary services
at the film shooting base.

Since 2017, the Group has taken the role of a rental
agent by entering into several rental agreements with a
number of companies renting film shooting equipment.
The Group’s partners provide 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.
The rental service generates substantial revenue to the
Group. Besides creating enormous synergistic effect for
the Group, it also enhances the Group’s capability of
provision of ancillary services in respect of film shooting,
and also facilitates centralization of the industry as well as
strengthen the Group’s competitiveness among its peers.

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

EHHEEL

BEYHBAMEABELRNEYRMIARNRLEA
B - {5 #374,000%F 752K - B & H 1 &120,000F 7
KEVHAKERZHAEAREZINEZW - BE
BEREEZEMEERE  REEMEINIEEK
RESEEAHANSR -

RZE-NFE=EAR HE16XHEREKNA
MEWETHE SENEFHRENANZEYS
SEE AVWEUENMNZDREERS -

M-T-—tFE AFECKAEERE BZ
HEHAETHESMA AT LEOEERZ -
AEENAEBHEREASZHER RS
MEmEam eRAERHERANTE T &
XA DHEMREMRBEER -HERBAXL
SEHREAMNZ BRRAAEEEEEXNN TR
BN EMBEAAEERHETHBLERS
MBEN  BRETRETEUREBRARERR
TTZRHEFES -

RZZE-NF—-AWA - #HLHXEEHE L
B (HEB XEMLEARRBHEE FAA
BN B MR R ¢ ()T R E &Y AR 1 K 5
BRUTEP,  BREE Rl 8  ByHRES
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With the rapid increase in the demand in the film industry
in recent years, the Group is actively developing the
second phase development of the Studio (“Second
Phase Project”). The Second Phase Project includes the
building of indoor studio, which could raise the Group’s
current position in the film industry and enable the Group
to develop into a world-known film shooting base in the
foreseeable future.

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

Wedding Photography

The Group reached an agreement with a renowned
domestic wedding photography chain group in the fourth
quarter of 2013 to develop its wedding photography
business. Under the agreement, the Group leased an area
of approximately 20 mu (13,333.33 square meters) in the
Studio to the wedding photography chain group 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. It is guaranteed there will be at least
28,800 couples taking wedding photos in the scenic
spots per year. The annual income of this arrangement
will 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.

Hotel

The b5-star National Arts Resort Hotel (the “Hotel”)
located next to the Studio provides 350 suites, ranging
from deluxe suites to economic standard rooms. The
Hotel is equipped with a variety of recreational facilities
such as spa facilities, modern swimming pool and chess
room. Apart from the recreation, the Hotel also provides
catering services and commercial services such as
business centre, meeting rooms and lecture halls, thereby
satisfying the various needs and wants of the customers.

To boost the quality of its service, the Hotel wishes to
build strong communication among its staff by organising
group activities such as sport day, in order to educate the
staff of the importance of team work and to raise spirit in
the corporate environment.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Hotel was awarded “Resort Hotel of the Year 2018”
and “18th Golden Horse Award of China Hotel — Best
Theme Hotel Resort of Greater Bay Area”, which
recognized the corporate management quality and service
quality of the Hotel.

As the development of the Hotel is becoming mature and
its popularity and the number of tourists continuously
grow, the Group has introduced additional facilities such
as beauty service, karaoke room, billiard parlour and other
recreational facilities. The Group is also expecting to build
boutique hotel in the foreseeable future.

Film Production

The Group spared no effort in promoting entertainment
culture for many years such as production of and
investment in movie, microcinema and online TV
programme to promote the culture and the spirit of
entertainment.

During 2016, the Group invested in the production of a
charity film named “Our Days in 6E” (¥ fI1HI6EXL). The
theme of “Our Days in 6E” is in line with the current
social status, laden with educational significance as part
of its social responsibility. In 2019, the Group has
invested in the production of a modern romantic fim
named “Romantic Marriage?” (4% 18 &) % :57?). The Group
expects to invest more in production of films of various
themes and stepping forward to the diversified film
market.

In addition, the Group held various courses from time to
time to cultivate the next generation of film producers and
actors in order to encourage the development of film
production and contribute to the betterment of the film
industry. With regard to the prospects of film production
of the Group, the Group will step forward in respect of
Hong Kong-Mainland film production and maintain a
position in the film industry in Southern China.

Cinema

National Arts Films Production Limited (“NA Films”), an
indirectly wholly-owned subsidiary of the Company,
entered into a joint venture agreement for the
development of cinema business in a large shopping mall
in a transportation hub area of Zhuhai, Guangdong, the
People’s Republic of China (“PRC”) in 2012.

NA Films held 60% equity interest in the joint venture. The
cinema boasts eight screens and a total of more than
730 seats. The cinema has 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” (% 1
HIBEHI), the romantic movie, “Romantic Marriage?” (4& 1A
K E :%?), the online TV series “OCTB” (& 2), brand
representatwe dramas such as “Guardian Angel” (5F# @
Z R B FE) and TV game shows host of the Lunar New
Year Celebration, and guest performers for the “New Year
is A Game” (KIt4FIn) and “Cooking Beauties” (£ % ¥
).

Besides, the Group also explores the PRC market for its
artists by making 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 artists with potential in the future to
cope with the demands in the 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 three months ended 31 March
2019, 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.

Future Prospect

Against the backdrop that China’s film-induced tourism is
at the development stage, the Group is committed to the
further development of the Second Phase Project in order
to compete with its peers in face of the upward trend in
both tourism industry and film industry.

MANAGEMENT DISCUSSION AND ANALYSIS
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Over 130 shooting crews conducted filming in the Studio
in 2018, which was 20% more than that in 2017. The
Group believes that the Second Phase Project is essential
and the Second Phase Project will include (i) the
construction of indoor studios; (i) cooperation with
resourceful company in providing high-tech equipment,
props, etc, and (ii) new boutique hotels. The Group
expects that there will be more shooting crews to film in
the Studio after the Studio has been improved for the
crews and tourists. Besides, in the short term, the Studio
will also focus on education such as providing more tours
to the students. In the long term, the Group will consider
building a film production school for giving opportunities
to any person who is interested in and passionate about
film industry such as post-production and actor training.
Overall, the Group believes that better land use planning
and provision of supporting facilities will allow the Studio
to become a comprehensive film studio in the foreseeable
future.

In recent years, tourism has experienced continuous
growth. With the advent of the leisure era, the Group
believes that film-induced tourism will present a promising
prospect, advancing in a direction characterized by
diversified tourist attractions, individualized tourists,
updated tourism contents and integrated planning and
construction.

PLACING OF NEW SHARES
UNDER GENERAL MANDATE

On 18 February 2019, the Company entered into two
separate placing agreements (“GM Placing Agreements”)
with Quasar Securities Co., Limited and Oriental Patron
Asia Limited (each a “GM Placing Agent”; collectively the
“GM Placing Agents”) pursuant to which the Company
has conditionally agreed to place up to 846,153,844
placing shares (“GM Placing Shares”) and each of the
GM Placing Agents has conditionally agreed to procure on
a best effort basis, as placing agent, currently expected to
be not less than six placees who and whose ultimate
beneficial owners shall be independent third parties of the
Company to subscribe for up to 423,076,922 GM Placing
Shares at a price of HK$0.26 per GM Placing Shares
(“GM Placing”).

The placing price of HK$0.26 per GM Placing Share
represents (i) no discount or premium to the closing price
of HK$0.26 per Share as quoted on the Stock Exchange
on 12 February 2019, being the last day on which the
Shares were traded on the Stock Exchange prior to the
date of the GM Placing Agreement (“GM Last Trading
Day”); and (i) a premium of approximately 0.8% to the
average closing price of approximately HK$0.258 per
Share as quoted on the Stock Exchange for the last five
consecutive trading days (including the GM Last Trading
Day) immediately prior to the date of the GM Placing
Agreements.
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Completion of the GM Placing under the Placing
Agreements is conditional upon: (a) the Listing Committee
of the Stock Exchange granting or agreeing to grant the
approval for listing of, and permission to deal in, the GM
Placing Shares; and (b) all necessary consents and
approvals required to be obtained on the part of the
Company in respect of the GM Placing and the
transactions contemplated thereunder having been
obtained.

Reasons for and the benefits of the GM Placing

As at 31 December 2018, the unaudited cash and bank
balances of the Group were approximately HK$15.7
million.

As disclosed in the interim report of the Group for the six
months ended 30 June 2018, the total liabilities of the
Group were approximately HK$2.1 billion as at 30 June
2018, among which, the Group recorded (i) loans from
shareholders of an aggregate amount of approximately
HK$609.0 million; (i) borrowings of an aggregate amount
of approximately HK$197.5 million; (i) trade payables and
other payables and accruals of an aggregate amount of
approximately HK$80.3 million; (iv) bonds of an aggregate
amount of approximately HK$871.5 million; and (v)
promissory notes of an aggregate amount of
approximately HK$104.6 million as at 30 June 2018.

It was expected that assuming the maximum number of
the GM Placing Shares is placed under the GM Placing
Agreements, the gross proceeds from the GM Placing
would be approximately HK$220.0 million, and the net
proceeds would be approximately HK$201.5 million (after
deduction of commission and other expenses incurred in
the Placing), representing a net issue price of
approximately HK$0.24 per GM Placing Share. With
reference to the financial position of the Group as
mentioned above, it was expected that the net proceeds
from the GM Placing, being approximately HK$201.5
million, will be utilised for the partial repayment of the
principal and interests of bonds and borrowings of the
Group.

As the majority of interest rates of the existing bonds,
borrowings and loans from shareholders and directors
range from approximately 6.0% to 15.0%, the financial
cost derived from such debts represents a significant part
of the total expense of the Group. As such, the Board
was of the view that the abovementioned repayment
would reduce the interest burden of the Group, improve
the gearing ratio of Group and strengthen the financial
position and profitability of the Group.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Board has considered other alternative fundraising
methods such as debt financing, rights issue or open
offer. The Board considered that debt financing may
further incur interest burden on the Group. On the other
hand, rights issue or open offer may involve relatively
substantial time and cost to complete as compared to the
equity financing through the GM Placing. In addition, the
GM Placing would strengthen the capital base of the
Company.

As set out in the Company’s announcement dated 15
March 2019, (1) all the conditions of the GM Placing have
been fulfilled and the completion of the GM Placing took
place on 15 March 2019; and (2) an aggregate of
428,769,230 GM Placing Shares have been successfully
placed at the placing price of HK$0.260 per GM Placing
Share pursuant to the terms and conditions of the GM
Placing Agreements. The aggregate nominal value of the
GM Placing Shares under the GM Placing will be
HK$42,876,923.

The 428,769,230 GM Placing Shares represent (i)
approximately 9.5% of the issued share capital of the
Company immediately before the completion of the GM
Placing; and (i) approximately 8.7% of the issued share
capital of the Company as enlarged by the allotment and
issue of the 428,769,230 GM Placing Shares.

The gross proceeds from the GM Placing was
approximately HK$111.5 milion, and the net proceeds
from the GM Placing, after deducting the placing
commission and other expenses in connection with the
GM Placing from the gross proceeds, was approximately
HK$104.5 million which was intended to be used for the
partial repayment of the principal and interests of the
bonds and borrowings of the Group.

The GM Placing Shares were allotted and issued pursuant
to the general mandate granted to the Directors by the
Shareholders pursuant to an ordinary resolution passed at
the annual general meeting of the Company held on 28
June 2018 to allot and issue up to 903,432,244 new
Shares, and therefore the allotment and issue of the GM
Placing Shares was not subject to any additional
Shareholders’ approval.

Further details of the GM Placing Agreements and the GM
Placing are disclosed in the Company’s announcements
dated 13 February 2019, 15 March 2019 and 4 April
2019.
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PLACING OF NEW SHARES
UNDER SPECIFIC MANDATE
AND INCREASE IN
AUTHORISED SHARE CAPITAL

On 13 February 2019, the Company entered into a
placing agreement (“SM Placing Agreement”) with
Emperor Securities Limited, Kingston Securities Limited
and Oriental Patron Asia Limited and Quasar Securities
Co., Limited (collectively the “SM Placing Agents”),
pursuant to which the Company has conditionally agreed
to place through the SM Placing Agents, on a best effort
basis, of up to 6,153,846,153 placing shares (“SM
Placing Shares”) to currently expected to be not less
than six placees who and whose ultimate beneficial
owners shall be independent third parties of the Company
at a price of HK$0.26 per SM Placing Share (“SM
Placing”). The SM Placing Shares will be allotted and
issued pursuant to the specific mandate to be sought at
the special general meeting of the Company to be held
on 21 May 2019.

The placing price of HK$0.26 per SM Placing Share
represents (i) no discount or premium to the closing price
of HK$0.26 per Share as quoted on the Stock Exchange
on 12 February 2019, being the last day on which the
Shares were traded on the Stock Exchange prior to the
date of the SM Placing Agreement (“SM Last Trading
Day”); and (i) a premium of approximately 0.8% to the
average closing price of approximately HK$0.258 per
Share as quoted on the Stock Exchange for the last five
consecutive trading days (including the SM Last Trading
Day) immediately prior to the date of the SM Placing
Agreement.

Assuming that there will be no change in the issued share
capital of the Company between the date of this report
and the completion date of the SM Placing, the maximum
number of the SM Placing Shares represents (i)
approximately 124.4% of the total number of Shares in
issue as at the date of this report; and (i) approximately
55.4% of the total number of Shares in issue as enlarged
by the SM Placing (assuming the maximum number of the
SM Placing Shares is placed).

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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Completion of the SM Placing under the SM Placing
Agreement is conditional upon: (a) the passing by the
Shareholders of an ordinary resolution to approve the SM
Placing Agreement and the transactions contemplated
thereunder, including but not limited to the allotment and
issue of the SM Placing Shares; (b) the passing by the
Shareholders of an ordinary resolution to approve the
proposed increase in the authorised share capital of the
Company from HK$600,000,000 divided into
6,000,000,000 Shares to HK$2,000,000,000 divided into
20,000,000,000 Shares by the creation of an additional
14,000,000,000 new Shares (“Increase in Authorised
Share Capital”); (c) the Listing Committee of the Stock
Exchange granting or agreeing to grant the approval for
listing of, and permission to deal in, the SM Placing
Shares; and (d) all necessary consents and approvals
required to be obtained on the part of the Company in
respect of the SM Placing and the transactions
contemplated thereunder having been obtained.

The SM Placing is subject to the Shareholders’ approval.
A special general meeting of the Company will be held on
21 May 2019 for the purposes of considering and, if
thought fit, approving (i) the SM Placing Agreement and
the transactions contemplated thereunder, including the
grant of the specific mandate for the allotment and issue
of the SM Placing Shares; and (i) the Increase in
Authorised Share Capital.

Reasons for and the benefits of the SM Placing

The Group is principally engaged in 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.

As disclosed in the annual report of the Company for the
year ended 31 December 2018, the total liabilities of the
Group were approximately HK$2.2 billion as at 31
December 2018, which consisted of (i) loans from
shareholders of an aggregate amount of approximately
HK$601.0 million; (ii) borrowings of an aggregate amount
of approximately HK$193.1 million; (i) trade payables and
other payables and accruals of an aggregate amount of
approximately HK$103.8 million; (iv) bonds of an
aggregate amount of approximately HK$1.0 billion; (v)
promissory notes of an aggregate amount of
approximately HK$106.5 million; (vi) deferred tax liabilities
of approximately HK$158.5 million; (vii) finance lease
obligation of approximately HK$24.2 million; and (viii)
provision for income tax of approximately HK$3.0 million.
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F1600,000,0007% Jt (4 A6,000,000,0000% A% 15 ) 14
%2,000,000,0007% 7T (9 A20,000,000,0004% i %)
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The book value of the unsecured bonds of the Group,
being approximately HK$1.0 bilion as at 31 December
2018, comprised of the aggregate principal and interests
of the 454 bonds of the Company that were outstanding
as at 31 December 2018 (the “Outstanding Bonds”).
Such book value of the Outstanding Bonds represents the
aggregate principal amount of approximately HK$1.2
billion and offset by the transaction costs including
administrative expenses, commission fees and other
expenses involved in issuing of the Outstanding Bonds.
The principal amounts of the Outstanding Bonds vary from
HK$150,000 to HK$26,954,000. Please find the details
below:

MANAGEMENT DISCUSSION AND ANALYSIS

e R &

WZE—NF+_A=+—8 AEHEKHE
AEMEMIRB TEERRF44BESEN AR E
RRB@EE ZEBER - N\F+_A=1+
—BHAEBER(REO®ESH]) ZEREBELRES
MEEMERASBEOIEBTREIZIRA (B
BTBRAY BeBRREMSRETAELDG
FRIF ) o RERESH A £ EE N F150,000
B0 £26,954,0008 7T ° B 2B T X R EE ¢

As at 31 December 2018

Principal & R-F—-N\NE+=-A=+—H
Number of Approximate
bonds %
&5 20 H BEAT %
HK$150,000 to HK$1,000,000 150,0007% 7T £ 1,000,0005% 7T 239 52.6
HK$1,000,001 to HK$3,000,000 1,000,001% 7T £3,000,0007% 7T 97 21.4
HK$3,000,001 to HK$10,000,000 3,000,0017% 7t £10,000,000/% 7T 100 22.0
HK$10,000,001 to HK$26,954,000 10,000,001 7T £26,954,000/% 7T 18 4.0
Total #HmEt 454 100.0

As at 31 December 2018, the 454 Outstanding Bonds
had original maturities from 14 days to eight (8) years
from the dates of issue, among which, the original
maturities of four (4) Outstanding Bonds had been
extended. Please find the details of maturity dates (after
extension) below:

IR (EER)

Maturity date (after extension)

R-ZE-—NF+-A=1+—8 454HRBEES
BWERIHANFEETAPRI4BENGF - &
mINAABRESHRIAACIER - BIHA
(BER)FBAOT :

As at 31 December 2018
R=F—-N\E+=-HA=+—H

Number of Approximate
bonds %
(& 7= 2 5 B4 %
On or before 31/12/2019 RZE-NF+ZA=F+—HxkZH 341 75.1
1/1/2020 to 31/12/2021 —ETTF—AR—H=
—E-—%+-fF=+—H 47 10.3
1/1/2022 to 31/12/2023 —E-_F—HA—H=
—E-=F+ZA=+—H 28 6.2
1/1/2024 to 31/12/2026 —E-_MF—HF—HA=Z
—E-XE+-A=+—H 38 8.4
Total BEt 454 100.0
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MANAGEMENT DISCUSSION AND ANALYSIS
BB Ao A

As at 31 December 2018, among all Outstanding Bonds,
there were 137 bonds that were overdue (the “Overdue
Bonds”). As at 26 April 2019, four (4) of the Overdue
Bonds had been settled and 102 of the Overdue Bonds
had been extended and the aging analysis of the
remaining 31 Overdue Bonds is as follows:

RZZE—-—NF+ZA=+—H" %ﬁ%ﬁ F#
FoB1ITHESFBE R ([EHES) R=_F
—hLFEWNA-Z+ B WAMHABHESD & 1<JL
102 M EAEAF D EH - Mer T3 @ BEHFMER
BROMWT ¢

As at 26 April 2019
R-F—RAEMA=+7H

Number of  Approximate Principal  Approximate
bonds % amounts %
EHEH B# % K& B# %

(HK$)

(&)
Past due 1 to 31 days #1Hi1H £=31H 11 35.5 10,600,000 30.6
Past due 32 to 61 days #1Hi32H £61H 16 51.6 13,700,000 39.6
Past due 62 to 92 days #i1Hi62H £92H 4 12.9 10,300,000 29.8
Total st 31 100.0 34,600,000 100.0

As at 26 April 2019, the remaining 31 Overdue Bonds
with an aggregate principal amount of approximately
HK$34.6 million represented approximately 2.9% to the
aggregate principal amount of all Outstanding Bonds as
at 31 December 2018.

As at 26 April 2019, the maturities of 102 Overdue Bonds

had been extended, details of maturity dates are set out
below:

Maturity date (after extension) ZEHBH (EER)

—RAEWNA-+H B8 TPAEHHES
MARSEBARMEEB T - N\F+=
A=+ B BEABELREAN RS ETEL2.9% °

R-T—NRFMA—+RA 102 B EHHE
MRk ERBHMAFBHIOT

As at 26 April 2019
R-ZE—hAEMAZ=+5<H

Number of Approximate

bonds %

EHE2H B4 %

On or before 31/12/2020 R-_E_ZEF+_A=+—H=LZAH 100 98.0
—2-_—%F—AF—H=%

1/1/2021 to 31/12/2022 —E-—#+=-R=+—H 1 1.0
—E-=—HAF—H=%

1/1/2023 to 31/12/2023 —E-_=F+-R=+—H 1 1.0

Total @t 102 100.0

The loan from shareholders of the Group of approximately
HK$601.0 million as at 31 December 2018 consist of the
fixed loans of approximately HK$387.4 million and
revolving loans of approximately HK$213.6 million. As at
26 April 2019, the outstanding principal for the total
amount of 10 fixed loans and 7 revolving loans from
shareholders were approximately HK$607.2 million in
aggregate and repayable over one year but within two
years.

RZZE—NF+_A=+—H AEEREER
4E601.08 88 HTEHERLB7T4EEE T
&1@1&/\/Ai\’72136§§}an£ﬁﬁ% RZZE—NF
Eﬂ +RB R0 EHERETDRERIR
BERZREERS %EZ\TZ%GO?.ZEE/%TTZ’ZE\E@*
E&ﬁmﬁmﬁ—
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The borrowings of Group of approximately HK$193.1
million as at 31 December 2018 consist of the clean
loans of approximately HK$88.5 million and the secured
loan of approximately HK$104.6 million. As at 26 April
2019, the outstanding principal for the said borrowings
were approximately HK$147.4 million and repayable within
one year.

The trade payables and other payables and accruals of
the Group of approximately HK$103.8 million as at 31

December

2018 consist of trade payable of

approximately HK$20.0 million and the other payables and
accruals of approximately HK$83.8 million. As at 26 April

2019,

the outstanding amount of the aforesaid was

approximately HK$108.6 million.

As at 31 December 2018, the audited cash and bank
balances of the Group were approximately HK$13.5
million. The Directors consider that the Group’s existing
cash together with the cash generated from the Group’s
operation is not sufficient to meet the repayment of
liabilities of the Group and therefore it is necessary to
allocate the proceeds of the SM Placing for repayment of
its liabilities.

Assuming the maximum number of the SM Placing
Shares is placed under the SM Placing Agreement, the

gross proceeds

from the SM Placing will be

approximately HK$1.60 billion, and the net proceeds will
be approximately HK$1.55 billion (after deduction of
commission and other expenses incurred in the SM
Placing), representing a net issue price of approximately
HK$0.252 per SM Placing Share. It is expected that the
net proceeds from the SM Placing will be utilised for the
following purposes:

(il)

(iv)

(vi)

approximately HK$347.3 million for the partial
repayment of the principal and interests of the
Overdue Bonds and other Outstanding Bonds which
will due by 31 May 2019;

approximately HK$658.0 million for the repayment of
the principal amounts and partial interests of the
remaining Outstanding Bonds (as at 26 April 2019)
of the Group;

approximately HK$296.5 million for the partial
repayment of the principal and interests of loans
from shareholders;

approximately HK$124.7 million for the partial
repayment of the principal amount of borrowings;

approximately HK$73.9 million for the repayment of
trade payables and other payables and accruals;
and

approximately HK$50.0 million for the construction
of two indoor file studio for the Studio.

MANAGEMENT DISCUSSION AND ANALYSIS

L ot S o A

R-ZZE—N\F+=A
wmﬁa%m Fh %
HEREFH104.6
A= +/\E| Bl #

1474§%ﬁ§m&2ﬁé

S A

+—A=+—B AEFEZEHE
%ﬁmﬁﬁﬁﬁfﬁmﬁwwﬁ%
FE {5 FRIE % b fE S FRIB 4
mwsﬁéaﬁﬁﬁoﬁ =

M E B2 REESCHANR

/t]It\-
%ﬁ
Sl

;
3D

S ek R

& 1|

m@m%

|| FEX

E@FH';,
mﬁ

WA

v
|
+

)
%

T
G
Tk
EI/ |_R B
N,
3 e A
N
Al

|

®

Bt
g 3

o

i D g <0 |1

=43
Tt
i
gl

N2 B

Npet.
B 70 B B
FF SZ 4 &

0 ) 4 BB

At o R
I (0 i KD | |
S -

w

Nt X o
o 5 |
Jn BE Ry 1=

ST I -
Z
i3

Mt

§
A

NN
m

N

I=H

cu

\
/1
\
/

o
it
5o
- M
e
0 =

S
aF

]
“

o=ru

- T E IR

5 e w RE
IR RSS

8
= s 2 22 TR

i

i@

HW%\E%%DW
it D 3 786 i) 5
Sty 58 a1 3 ot

™
o
ol

o
=0
w
t

55 O Sl B

B 2Y a3
o O >

N

iy

mH} 7.

I

B

ha

e
B

S1S

() #3473E BB LHARIoEEOHES R
BR-ZE-AERA=+— A3 E#hiE
CEBESHFZAERAE

(i) #es8.0EEBB TANRNEEASES T AE
BEH(R_T—NAFHA-+H)z2X%
BLEHDFE

(i)  #9296.5E B BT ARE D ERKRTE R

AEEREFBE
(iv) gmm@%% RAHEEEBENLS
V) H7BORBATLANEEESENTERE
M%H,E&ﬁﬁ;L'&

(vi) AB00EEBETAREEZRUOMEER

2

FIRST QUARTERLY REPORT 2019 =% — Ui — R R

23



24

MANAGEMENT DISCUSSION AND ANALYSIS
BB Ao A

As the majority of interest rates of the existing bonds,
borrowings and loans from shareholders range from
approximately 6.0% to 15.0%, the financial cost derived
from such debts represents a significant part of the total
expense of the Group. As such, the Board is of the view
that the abovementioned repayment would reduce the
interest burden, improve the gearing ratio and strengthen
the financial position and profitability of the Group.

Given the rapid development of Guangdong-Hong Kong-
Macao Greater Bay Area (the “Greater Bay Area”), the
tourism industry of the Greater Bay Area is expected to
become the focal point of development. As the Studio of
the Group is located at the boundary line of the Greater
Bay Area, the Studio is expected to benefit from the
strong momentum of the tourism development in the
Greater Bay Area. Therefore, the Company is of the view
that the development of the Studio would help the
Company capture potential growth and business
opportunities in the tourism industry and generate synergy
effect to the Group’s film studio operation in the long run,
which is also in line with its business strategy of
expansion of film-induced tourism business.

Other than the SM Placing, the Board has considered
alternative fundraising methods such as debt financing
and pre-emptive equity financing (i.e. rights issue or open
offer). The Board considered that debt financing may
further incur interest burden on the Group. Given the
Group’s current financial position and the above
consideration, the Company considers that it would be
difficult for the Group to obtain further debt financing at a
reasonable cost and further debt financing would not be
healthy to the long-term financial condition of the Group
and therefore has not approached financial institutions for
debt financing.

HRREEZ ERARREBERRESERAF
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On the other hand, rights issue or open offer may involve
relatively substantial time and cost to complete as
compared to the SM Placing. The Directors considered
that when compared with the SM Placing, rights issue or
open offer may incur (i) comparatively higher
administrative costs, professional fees and other expenses
of approximately HK$2.0 million to approximately HK$3.0
million in relation to the engagement of reporting
accountants, legal adviser, independent financial adviser,
share registrar and financial printer in connection with the
despatch of prospectus and related documents and
application forms; and (i) underwriting commission in the
range of approximately 1.0% to 4.0% in general with
reference to recent pre-emptive fund raising activities by
companies listed on the Stock Exchange. Nonetheless,
the Company had approached two (2) underwriters in
respect of pre-emptive equity financing and none of them
indicated interest in underwriting in light of the financial
position of the Company with a high gearing ratio. After
taking into account that determination of underwriting
commission will be subject to the then prevailing market
condition, financial condition of the Group and proposed
fundraising scale of the pre-emptive issue, the Directors
are of the view that there is no guarantee that the Group
will be able to procure commercial underwriting for pre-
emptive issue at more favourable terms in a timely
manner as compared with the SM Placing, given the
loss-making position of the Group during the recent years
and the relatively small market capitalisation of the
Company.

Moreover, the Directors considered that rights issue or
open offer may require a relatively longer time period,
usually not less than two (2) to three (3) month, to
complete in view of the relatively more stringent
documentary requirements for pre-emptive issues such as
preparation of a listing document, preparation of
unaudited pro forma financial information to be included in
the prospectus, application forms, registration
requirements for a listing document and negotiation with
the underwriter on the terms and conditions of the
underwriting agreement. In addition, the abovementioned
longer time period would delay the process of repayment
of the Outstanding Bonds, resulting in additional interest
expenses to be incurred by the Group as compared to
the SM Placing. As the Outstanding Bonds in aggregate
have a large amount of book value, such additional
interest expenses of the Outstanding Bonds represent
heavy interest burden to the Group and may in turn
cause an adverse impact on the financial condition of the
Group.

MANAGEMENT DISCUSSION AND ANALYSIS

L ot S o A

S—HEHERFRRELESSEMAL  #REA
FRETRESHYRESHERKAN - EERE
BRI RS - AR AR B E () E 5 F
B BRERBUARBAXHRBABREZES
SHEHAD AR BUMBEEM RHOBFPE
REMMEHRIEMEENITERNE EXBHA
&Emﬁiﬁ@m%ﬁ%vﬂ¥%uﬁ%%ﬁ§
#8088 BB Li)BEN T H1.0%E4.0%8
ﬁ%&ﬂ%%%%“%im N B2 i BB S R
SEEY)LERERS - A - ARG EREL
REMEHEMQ)(ZREEES  BRARRZH
BARBEAaGBELESS FEHRTLEMABS
HEHE ZRIECEHMASBIBRNERFIR
TmA - AEEPBRAREBELERTHRESEE
HE BEERE ERNAEEROEFTFRNERE
Bk S MARQ R WA/ SRR R ER S
ML TRERBFAEEBENRELBITUNER
ERGER R FESEHERH -

I EERRURIARABETETERRE
F =

@%&*@%KQ%W@K*@ﬁﬂ’ﬁﬁ@%
ﬁﬁﬁﬂﬁ%ﬂmxﬁﬁﬁ {51 0 #m B¢ £ T XX

%W imY1 Exi&@ﬁ%ﬁﬁﬁﬁﬁ
%Wﬁﬁ&%@ﬁﬁ%ﬁ [ R - =S
REEEERBOESZNBE SHAHREH
BEREREEER AEESELBEIINEAX M
RABOEFEELNREAESEAN  ZFKE
@%%m%%ﬂgﬁiﬁ$ﬁlL&ﬁimﬂ%
S%’%ﬁT%ﬁ$%EWW%#%%W$ﬂ%

FIRST QUARTERLY REPORT 2019 =% — Ui — R R

25



26

MANAGEMENT DISCUSSION AND ANALYSIS
BB Ao A

Although a rights issue would have been offered to the
Shareholders on a pro rata entitlement basis, which the
qualifying Shareholders are given a choice to take up or
give up or sell their entitlements, there is uncertainty of
the existence of a market to trade the nil-paid rights. It is
also uncertain whether the qualifying Shareholders would
reserve fundings for further investment in the Shares in
case of a pre-emptive issue and whether such further
investment in the Shares would be in line with the then
investment objectives of those qualifying Shareholders.
For those qualifying Shareholders who choose not to take
up their assured entitlements in full would have dilution to
their shareholding interests in the Company.

Accordingly, in view of the (i) comparatively higher cost; (ii)
the uncertainty in identifying interested underwriters with
favourable terms; (i) the comparatively longer period of
time for completion and as a result, the additional interest
expenses to be incurred; and (iv) the uncertainty in
qualifying Shareholder’s investment in respect of the pre-
emptive equity financing, the Company does not consider
pre-emptive equity financing (i.e rights issue and open
offer) to be desirable alternatives to the SM Placing.

In light of the above, the Directors consider that the
terms of the SM Placing Agreement and the SM Placing
are on normal commercial terms, which are fair and
reasonable and in the interests of the Company and
Shareholders as a whole.

Further details of the SM Placing Agreements and the SM
Placing are disclosed in the Company’s announcements
dated 13 February 2019 and 4 April 2019, and the
Company’s circular dated 2 May 2019.
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ADDITIONAL INFORMATION

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

As at 31 March 2019, 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”)

e o e

EHLERITBEABR R - M
B et B fd o7 2 MR R IR A

R_E—NFZA=+—H =Z=F AQRAEXTET
BAEBRBESESEEZHEARARR S HEE[E
BEE(EEREFRBEGKA(EHRBER
Bil1) EXVED) 2 B - B RESFES 2 RIE
BENMIEEPEXNVETNFESD MR TEBENE
RRB Rz ERZ R AR (B Ll A+ RIE
ZEFEFLRPERIMEXE EIER BER 2
wRARR)  HRIEFES R E KR EB2A06 2R TE
BAETRAMzEZRMRZERZ AR HIRIE
GEM _E T8 B 5554616 256718 2 M EAEME AR
AR Rz Em AR

1. RELGEREEOIETZEER(RG)Z
¥E

Approximate
percentage of
the issued

Capacity/Nature Number of share capital

Name of Director of interest shares held of the Company

Fite GBAXATERT

EEka i Sy BRHHE BRAZEBHESLL

(Note)

(B 3D

Mr. Chow Kai Weng Beneficial Owner 1,000,000 0.02%
JE R 8E 5 A EmEAR A

Mr. Chui Chi Yun Robert Beneficial Owner 3,000,000 0.06%
EECKAE Em#EB A

Mr. Li Kit Chee Benefi‘cial Owner 4,480,000 0.09%
T2 RE E=mEAA

Note: M &F -

This is based on the total issued shares as at 31 March
2019 (i.e. 4,948,170,452 shares).

WHER-ZE-—NAF=ZA=+—HE2HEBTKR
3 (BN4,948,170,4528%) -
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ADDITIONAL INFORMATION

to be issued upon exercise of the physically settled
share options granted to Mr. Chow Kai Weng 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. 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 share option scheme adopted on 29
September 2010 (“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.

Lopilik<ea’
2. Long positions in the underlying Shares REFRGBZIFE
Approximate
percentage of
the issued share
Number of capital of the
Name of Director Capacity/Nature of interest shares held Company
EEAT
B BRTREZ
EEna L 113 itk 8B BEESL
(Note 1)
(M EE1)
Mr. Chow Kai Weng Beneficial Owner 45,063,695 0.91%
R T4 EnE A (Note 2) (M 5+2)
Mr. Chui Chi Yun Robert Beneficial Owner 1,546,896 0.03%
k& EmME A (Note 3) (Fff 513)
Mr. Cheng Wang Chun Beneficial Owner 44,980,000 0.91%
LIEIN v EmEAA (Note 4) (P 5£4)
Notes: Bt =t
1. This is based on the total issued Shares as at 31 1. WHERZZE-NF=-ZA=+—HBKNE#
March 2019 (i.e. 4,948,170,452 Shares). 17 B 17 48 2 (BN4,948,170,452/% f% 1) »
2. These underlying Shares represent (i) 24,888 Shares 2. ZEHRBROBIMBER T _Ft

AZ+ZBE®M YR —ZEFNAZ
TNAEKLEMEREE (R AMBEE
BEIRENE) R-ZT—ZTFNA-F
NWABRTARELTENEYEEERERE
114 15 T 317 224,888/ IR 15 - 1Bt - &
EEAR-ZZE—ZEFANA=-FTNABE=F
ZEFNA B BT E AT E - 1T
FEATR289ETL (INRE-T—ZF
NAZ+ N BRMEOEBRET S ([HEER
e DR —_ZT—F=ZA -+ N\BET
BArEEMENEEBREETERET®
171,258,807 AR5 « it - AEENR =T
——®=ZAZ+N\NBEZZE=—F=ZR=
+EEETEMAERE TEEAT
B27.627% 7T ¢ (i) N RIEFTEERET R =
T—tFRATAABRTFALENEDLE
HEREEITE RS T 317 244,980,0008%
- i AEETR_ZE—+FRHA
+ARBEZ_ZFRAAT+TAHBHMITE
B BE A4 - 1T (B AT R0.2456 T
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3. 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; (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) 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.

4. 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
31 March 2019, 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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BHE R EEITE RS T 31T 233,604 B2
BBl BEETR - E——F=A =
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SUBSTANTIAL SHAREHOLDERS’
AND OTHER PERSONY
INTERESTS AND SHORT
POSITIONS IN THE SHARES
AND UNDERLYING SHARES

As at 31 March 2019, 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:

3R R B At N R e iy e
B8 It By 2 HE B Je IR A

RZZE-NF=ZA=+—80 REBEARALRRKE
= N E G DI EXVER E33616 R E 17 & 2 & i T
L RARBEEAE  THALIORE (BFRA
REBFHTRAEIN RARF Z B RAAREK
M EERRIOKR

Substantial shareholders’ long position in the Shares FTERFNRROZHE
Approximate
percentage of the
Capacity/ Number of issued share capital
Name of shareholder Nature of interest shares held of the Company
EERAT
EETREAZ
g By ESHE HERkRBHE L ON= 174
(Note 1)
(M E1)
Mr. Sin Kwok Lam (“Mr. Sin”) BenechiaI Owner 848,580,623 17.15%
SRS ([T &) Em#EE A
Interest of Spouse (Note 2) 23,352,000 0.47%
B 48 4 = (FfY 522)
Ms. Law Po Yee (“Ms. Law”) Beneficial Owner 23,352,000 0.47%
EERLL([B&L)) EmEB A
Interest of Spouse (Note 3) 848,580,623 17.15%
Bic 185 7 2= (P9 553)
Tse Young Lai Beneficial Owner 563,547,600 11.39%
A RAE Emfa A
Notes: MR -
1. This is based on the total issued Shares as at 31 March 1. WHERZZE-AF=ZA=Z+—HHZ2PE BT

2019 (i.e. 4,948,170,452 Shares).

2. By virtue of the SFO, Mr. Sin, being the spouse of Ms. Law,
was deemed to be interested in all the Shares in which
Ms. Law was interested.

3. By virtue of the SFO, Ms. Law, being the spouse of Mr.
Sin, was deemed to be interested in all the Shares in
which Mr. Sin was interested.

Save as disclosed above, as at 31 March 2019, 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.

& 17 (BN4,948,170,4520% B 17 ) °

2. BIEEF RGN REE(BRLZEMB) K
BRRELLHARDO MMM HEER -

3. REBEFSFRAEGRN - B+ OFKE ZBMB) B
BRREEEREERO D MBWO A ES -

B EXFTEN  BEZT-hAEF=A=+—8"
RARETNHABEMAL (RARESFHEZTHR
ABBINRAR R RO RAR RN P HEAREE
% N AR G0 EXVEB E336IKFT AR TEF B B LA
FEMARARRRENERILR
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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 at the extraordinary
general meeting of the Company dated 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 31 March 2019, the share options to subscribe for
an aggregate of 58,180 shares of the Company granted
pursuant to the Post-IPO Share Option Scheme were
outstanding. The details of the Post-IPO Share Option
Scheme during the three months ended 31 March 2019
are set out as follows:

ADDITIONAL INFORMATION
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B B¢ HE w2

BERARTIE-—BRERN_ZEE_F+A_-+_-H
ZE@MRFIER  ARABGEEFHRARI AT X
AHEREERETS - EEOETZEIEIRE
MAE-ZTZT -—HF+AAEZARABEREIRH B
PO A e

BEARAR-_ZF-—ZFFNAA-_TNABRETZR
REFBIAE LBBZRER  FERE S ER
Mo MmBERARBIRIEERER S B LL B
BT 2 T ERRER NN _E—FFN
ARNBEHZBEA -

EXAHRREBRENE

R-ZE-—NF=ZA=+—HB REEBRXAFAR
1% 8 B4 5t 81 1% ) 1 7] 388 K & B & $458,1808%
Bz BREHRETE REE_FT—LF=
A=+—B =8 28X AMBRZERET
EFBEWT

Number of share options

HRERE
Exercise Outstanding as at
price per As at  Granted Exercised Lapsed  Cancelled 31 March 2019
Category of Share 1 January 2019 during during during during RZF-N%
participants #Ii Date of grant Exercise period RZF—N%E the period the period the period the period =ZA=+-H
SENER fiEE BREBEH T -A—-8 HARH BAhiTE  HAKH i HRTE
(HKS)
(&)
Directors 3.66 13 May 2010 13 May 2010-12 May 2020 33,292 - - - - 33,292
B “Z-ZFAAT=H —T-TFREA+ZH -
“Z-ZFREA+=A
Directors 3.38 20 May 2010 20 May 2010-19 May 2020 33,420 - - (33,420) - -
= —ZT-ZF¥RAZTH “Z-TFHEAZTH -
—ZF¥RATNA
Directors 2.89 3 September 2010 29 September 2010- 4,006,968 - - (3,982,080) - 24,888
2 September 2020
= ZZ-TENAZ=H ZZ-ZEAAZTAA -
“Z-ZFEAACH
Total 4,073,680 - - (4,015,500 - 58,180
k4

Note: All share options granted under the Post-IPO Share Option
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

Mia: REERAMBEERBRESIXONBLRES
BB BN S -

a8

BEBER-_E—+ENA-THLEETZRERAE
Ae((BREBEXE)) LBAEZREER  BREH
BRREE R ARREMEMERETZRLE
B 1 2 5F 21 BR 38 B F 31 & &% %$449,848,122% i%
15+ BILA4,408,481,22208 BB 1T BEAE + &R
BRBFRSEHBEETRMD Z10% (REFER
REFTEI 2RI« MARTTE -~ f8H - KA TEZ
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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 31 March 2019, the share options to subscribe for
an aggregate of 254,472,411 Shares granted pursuant to
the New Share Option Scheme were outstanding. The
details of the share options granted under the New Share
Option Scheme during the three months ended 31 March
2019 are set out as follows:

EhERIN (BT EIRE])  REgEE=2%
BBERENBRETS ZRUNREAIRBRN Z
B BENEMTERERSR  RREFE
PRt BT IR 2 BB 1T (R By - AO % - BT
NEEIBRG  BREAEMAIREBERR  REE
REFFERBHEEANRNTHERETEELS
BT REL BB -

R-ZZE—HhAhE=ZA=+—8 REFERETS
B AT RS A 054 472 411X B 17 2 B AR HE 1 oK
ETFE - REE_ZE—NAFZA=Zt+—HI=
AZBREBEFERETZRENBREFBOT -

Number of share options

BREYE
Outstanding
Exercise As at Granted Exercised Lapsed Cancelled as at
Category of  price per 1 January during the during the during the during 31 March
participants Share Date of grant  Vesting period Exercise period 2019 period period period the period 2019
R’
—F-1f
3 =R
5k i Z¥-1kE ) =+-8
SEAER iR RHEH FEH T -B-B HARE HATE  BAKYE  BAEH i RATE
(HKS)
(%7)
Directors (Note 1) 7.62 28 March 2011 28 March 2011- 28 March 2012- 4,830,579 - - (4,738,168) - 92,411
27 March 2012 27 March 2021
EZ(MHh) —T——F “T-——f-f-+t\BE Z—E--£ZA-tN\BE
ZAZtNB ZE-Z#=ZA-ttB ZEZ-¥ZA-ttH
Directors (Note 1) 0.2456 16 May 2017 - 16 May 2017- 57,660,000 — (2,240,000) (8,960,000) - 46,460,000
15 May 2020 (Note 2)
EF(Mih) ZT—tf - “T-tERA+RRE (Mk2)
AA+~A ZZZZERATRA
Other participants 02456 16 May 2017 - 16 May 2017- 207,920,000 - - - — 207,920,000
15 May 2020
E2EAT ZE-t% - ZT-tFRATARE
AA+~A ZZZEERATRA
Total 270,410,579 - (2,240,000) (13,698,168) — 264472411
2y
Note 1: The Directors include former directors of the Company. M1 : EEEREARRFMEES-

Note 2: The weighted average closing price of shares of the
Company immediately before the date on which the
options were exercised is HK$0.35.

ZERBRBETES B ZE - ARF KM
& Y 8 /R0.358 7T ©

Mt 5E2
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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; and a holder of any securities issued.

Maximum number of shares

In accordance with the resolution passed at the
AGM 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 was refreshed to up to the Refreshed
Scheme Limit, i.e. 449,848,122 Shares, being 10%
of the Shares in issue as at the date of the AGM
(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 9.09% of
the issued Shares as at the date of this report (i.e.
4,948,170,452 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)
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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.

(iv)
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(vii)

(vii)

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.

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.

(vii)

(vii)
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EMPLOYEE AND
REMUNERATION POLICY

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 on 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’s remuneration policy was reviewed
periodically by the remuneration committee of the Board
and the Board’s remuneration is determined by reference
to market terms, company performance, and individual
qualifications and performance. The Group aimed to
recruit, retain and develop competent individuals who
were committed to the Group’s long-term success and
growth. Remunerations and other benefits of employees
were reviewed annually in response to both market
conditions and trends, and were based on qualifications,
experience, responsibilities and performance.

The current remuneration of the key management is
determined by the individual performance and market
trends.

During the period under review, 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 believe that
the Group has a good working relationship with its
employees.

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 three months ended 31 March 2019.

COMPETING INTERESTS

None of the Directors or management shareholders of the
Company (as defined in the GEM Listing Rules) or their
respective close associates had any interest, whether
directly or indirectly, in a business which competes or
may compete with the business of the Group.
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high
standard of corporate governance with sound and
reasonable corporate governance practices and
procedures with an aim of maximizing 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 Corporate
Governance Code contained in Appendix 15 of the GEM
Listing Rules (“Corporate Governance Code”) then in
force during the three months ended 31 March 2019,
except the following:

As Mr. Chow Kai Weng has served as both the chairman
(“Chairman”) and the chief executive officer (“Chief
Executive Officer”) of the Company with effect from 13
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.

REQUIRED STANDARD OF
DEALINGS 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 three months ended 31 March
2019.
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ADDITIONAL INFORMATION
BT & Rt

AUDIT COMMITTEE

The Company has established the audit committee
(“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. Following
the resignation of Prof. Wong Lung Tak Patrick as an
Independent Non-executive Director with effect from 1
January 2019, the Company had only two Independent
Non-executive Directors on the Board and in the Audit
Committee, which fell below the minimum number
required under Rule 5.28 of the GEM Listing Rules. On
22 March 2019, the Board appointed Mr. Lam Kwok Hing
Wilfred to be an Independent Non-executive Director and
a member of each of the Audit Committee, the
nomination committee and the remuneration committee of
the Board. Following the appointment of Mr. Lam, the
Company has complied with the requirements under
Rules 5.05(1) and 5.28 of the GEM Listing Rules.

From 1 January 2019 to 21 March 2019, the Audit
Committee comprised two Independent Non-executive
Directors, namely Mr. Chui Chi Yun Robert (Chairman)
and Mr. Li Kit Chee. From 22 March 2019 to the date of
this report, the Audit Committee comprises three
Independent Non-executive Directors, namely Mr. Chui Chi
Yun Robert (Chairman), Mr. Li Kit Chee and Mr. Lam
Kwok Hing Wilfred. The Group’s unaudited results for the
three months ended 31 March 2019 and this report have
been reviewed by the Audit Committee, which was of the
opinion that the preparation of such results and this
report have complied with applicable accounting
standards and requirements and that adequate
disclosures have been made.

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 May 2019
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BOARD OF DIRECTORS

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

Executive Directors
Mr. Cheng Wang Chun
Mr. Ho Leung Ting

Non-Executive Director
Dr. Lam Lee G.

Independent Non-executive Directors

Mr. Chui Chi Yun Robert

Mr. Li Kit Chee

Mr. Lam Kwok Hing Wilfred
(Appointed on 22 March 2019)

Prof. Wong Lung Tak Patrick
(Resigned on 1 January 2019)

COMPANY SECRETARY
Ms. Sun Shui

COMPLIANCE OFFICER
Mr. Chow Kai Weng

HEAD OFFICER 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

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

Mr. Chow Kai Weng
Mr. Cheng Wang Chun

COMMITTEES

Audit Committee

Mr. Chui Chi Yun Robert (Chairman)

Mr. Li Kit Chee

Mr. Lam Kwok Hing Wilfred
(Appointed on 22 March 2019)

Prof. Wong Lung Tak Patrick
(Resigned on 1 January 2019)

Remuneration Committee

Mr. Chui Chi Yun Robert (Chairman)

Mr. Li Kit Chee

Mr. Lam Kwok Hing Wilfred
(Appointed on 22 March 2019)

Prof. Wong Lung Tak Patrick
(Resigned on 1 January 2019)

Nomination Committee

Mr. Chow Kai Wang (Chairman)

Mr. Li Kit Chee

Mr. Lam Kwok Hing Wilfred
(Appointed on 22 March 2019)

Prof. Wong Lung Tak Patrick
(Resigned on 1 January 2019)

LEGAL ADVISORS

Conyers Dill & Pearman (Bermuda laws)
LCH Lawyers LLP (Hong Kong laws)

AUDITORS

Elite Partners CPA Limited
Certified Public Accountants
10/F., 8 Observatory Road
Tsim Sha Tsui

Kowloon

Hong Kong

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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