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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

BEREXCEEARAR(FATNNES([E

National Arts Entertainment and Culture Group Limited ENe(EEg)omAra kEWE 27 (HHE
(the “Company”) announces the unaudited consolidated (AE@HEZ—_Z—NLFhLhA=Z1THILALEARAZ

results of the Company and its subsidiaries (collectively
referred to as the “Group”) for the nine months ended
30 September 2019, together with the comparative
figures for the corresponding period in 2018 as follows:
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Unaudited Consolidated Statement of Profit or Loss and
Other Comprehensive Income

AEBERZFERERAMEERER

Three months ended
30 September
BEAA=+BL=EA

Nine months ended
30 September
BEABA=THLAEAR

2019 2018 2019 2018
—E-NE —E-N\F —E-hE —E-N\F
Notes HK$°000 HK$'000 HK$°000 HK$'000
(i TERT FHET TERT FHET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REE) (REER) (REE) (REER)
Revenue KA
Good and services EmkR® 3 30,924 17,211 99,805 86,142
Rental He 3 12,349 5,312 32,775 33,066
Total revenue B A 43,273 22,623 132,580 119,208
Other Income HAl A 3 1,246 663 3,203 1,652
Staff costs B IR (15,474) (12,188) (43,339) (38,315)
Depreciation of property, plant and 1% BE &
equipment BETE (2,937) (4,832) (34,755) (36,721)
Amortisation of land lease TE AT L i H & 8
prepayments (3,440) (3,440) (10,318) (10,318)
Other operating expense HiZEER (25,364) (21,853) (78,362) (67,373)
Loss on exchange difference N EENEE (24,859) (30,848) (26,675) (41,374)
Finance costs B & B A 4 (43,778) (57,055) (188,014) (162,297)
Impairment loss on other receivable £ 4t fiE U 7 18 6 &
B = - = (3,687)
Share of profit of an associate DME—EHE QR
il 509 - 509 -
Share of loss of a joint venture AME—HEERE
B8 (591) (60) (1,876) (610)
Loss before income tax BRATIS BRI A5 B 5 (71,415) (107,090) (247,047) (239,835)
Income tax expense FTERH < 6 - — - —
Loss for the period REREEE (71,415) (107,090) (247,047) (239,835)
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Unaudited Consolidated Statement of Profit or Loss and Other Comprehensive Income
AEER 2z FEBRERAMEERER

Three months ended
30 September
BEABZ=THL=EA

Nine months ended
30 September
BEARA=THLAEAR

2019 2018 2019 2018
—E-nE —T-NE —E-rE —E-N\E
Notes HK$000 HK$'000 HK$000 HK$'000
i FTHT THTT FTHT THTT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (RiEER) (REER) (RiEER)
Other comprehensive expense H it 2 & X
Exchange differences on BREGINEBT B
translation of financial MERBEAEN
statements of foreign E X =R
operations (16,406) (16,554) (17,435) (23,918)
Other comprehensive expense AHIEHEth2HE
for the period X (16,406) (16,554) (17,435) (23,918)
Total comprehensive expense FHEIE2HEEX
for the period ok (87,821) (123,644) (264,482) (263,753)
Loss for the period attributable FEAG ZNEAFE 5 18 -
to:
Owners of the Company ARABHEAE A (71,110) (107,090) (246,404) (239,834)
Non-controlling interests FE 12 IR 7 = (305) - (643) (1)
(71,415) (107,090) (247,047) (239,835)
Total comprehensive expense FELEAEAR2E
for the period attributable to: BT 4BEE -
Owners of the Company FiN/NSI BN (87,516) (123,644) (263,839) (263,752)
Non-controlling interests FEIE Rt = (305) - (643) (1)
(87,821) (1283,644) (264,482) (268,753)
Loss per share SKREHE
Basic and diluted EARREE 7 (HK1.43 cents) (HK2.37 cents) (HK5.10 cents) (HK5.31 cents)

(1.4371ll)

2.3751l)

(5.107%1ll)

(5.31781l)

National Arts Entertainment And Culture Group Limited
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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 Islands. On 14 October 2010, the
Company deregistered in the Cayman Islands and duly
continued in Bermuda as an exempted company under the
laws of Bermuda effective on 14 October 2010. The
registered office of the Company is Clarendon House, 2
Church Street, Hamilton HM11, Bermuda. The Company’s
principal place of business in Hong Kong is Rm. L&M,
21/F., Kings Wing Plaza, Phase 1, No. 3 On Kwan Street,
Shek Mun, Shatin, N.T., 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 film
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 condensed consolidated financial
statements of the Group have been prepared in
accordance with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on GEM of the
Stock Exchange (“GEM Listing Rules”), including
compliance with Hong Kong Accounting Standard
(“HKAS”) 34 Interim Financial Reporting and Interpretation
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and the disclosure requirements
set out in Chapter 18 of the GEM Listing Rules.

As set out in the Company’s announcement dated
17 June 2019, a winding up petition together with
appointment of provisional liquidators on a light touch
approach for financial restructuring purposes was
presented and filed with the Supreme Court of Bermuda
on 14 June 2019 by the Group. The purpose of the
financial restructuring is to allow the Group to seek to
better preserve value and business operations of the
Group. On 10 July 2019, the Company invited all known
creditors of the Company to make an offer to the
Company for possible restructuring transaction, which has
received substantial support from most of the creditors.
On 26 August 2019, the Company put forward the
proposed scheme of arrangement pursuant to Section 99
of the Companies Act 1981 of Bermuda and Section 670
of the Companies Ordinance (Cap. 622) of Hong Kong,
further details of which are disclosed on pages 23 to 33 of
this report and the Company’s announcements dated
30 July, 12 August, 19 August, 20 September, 8 October
and 14 October 2019 and the circular of the Company
dated 20 September 2019. Further announcements will be
made by the Company to update the shareholders of the
Company and investors on further progress of the financial
restructuring and relevant court proceedings.
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Notes to the Consolidated Financial Statements

mRE BT RR M

2. BASIS OF PREPARATION (CONTINUED) 2.

The unaudited consolidated results for the nine months
ended 30 September 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.

3. REVENUE AND OTHER INCOME 3.

Revenue derived from the Group’s principal activities
recognised during the period is as follows:

wmEREE (&)

BE_ZT-NAFNAA=ZTHLAEAAZREEX
FAEGBAKARARYMEZ  ADEHAR
AlzEREZBREREM -

WHMBBEBARALEABRRRERHELE
DEASERNBE_Z-/\F+-_A=+—AH1t
FEZFEVBEHRRARBEER -

WA R H A A
HARAREAEETEEHORADT

Three months ended
30 September

Nine months ended
30 September

BEAA=+HL=MEA B8EZEALA=+BHLEAER
2019 2018 2019 2018
—E—-NE —E-N\F —E—-NE —E-N\F
HK$’000 HK$’000 HK$’000 HK$’'000
FHET FET FHET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REE) (REEEZ) (REE) (REEEZ)
Revenue from contracts with FEMFEREERSE
customers within the 155 ERERE
scope of HKFRS 15, HPWE REE
disaggregated by major EmRRBHRES :
products or services lines:
Artiste management fee EAERE 7 39 34 222
Hotel room income B JE B A A 2,742 3,048 9,548 9,767
Food and beverage income 3/ C'ON 4,830 6,027 17,430 19,034
Entrance fee income REL PN 18,607 5,253 53,691 40,801
Sales of travel related products ik %% 18 B8 &= & 85 & 1,300 398 3,708 662
Sales of goods EmEE 480 319 2,108 1,363
Ancillary services B 5% BR 75 2,958 2,127 13,181 14,293
Consultation income NS ON = — 105 —
30,924 17,211 99,805 86,142
Rental income AW A 12,349 5,312 32,775 33,066
43,273 22,5623 132,580 119,208
Timing of revenue recognition: Y &= 8 78 & i
At a point of time TE 3 (8 B A B 25,216 11,998 76,937 61,861
Over time BE — EX Iy ) 18,057 10,525 55,643 57,347
43,273 22,5623 132,580 119,208
Other income H At W A
Bank interest income AT F B YA 1 4 29 14
Others H b 1,245 659 3,174 1,638
1,246 663 3,203 1,652

National Arts Entertainment And Culture Group Limited ~ Third Quarterly Report 2019



4.

FINANCE COSTS

Notes to the Consolidated Financial Statements

4. BERK

Three months ended
30 September
BEAA=+HLE=MEAR

e UHRRME

Nine months ended
30 September
BEAA=+HLEAER

2019 2018 2019 2018

—E-NhE —T-N\F —E-NhE —T-N\F

HK$’000 HK$'000 HK$’000 HK$'000

TET FE T FHET FE T

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REER) (CREEEZ) (REER) (CREEEZ)

Finance lease charges BHEHEHEER 437 459 1,321 1,425

Interest on bonds BEFF 8 28,004 35,282 131,258 96,995

Interest on convertible bonds ~ A] # % (& & FIl & = - = 2,521

Interest on promissory note EHEENE 2,093 — 6,279 3,209

Interest on loan from REERHF S

shareholders 12,208 16,600 39,948 44,440
Interest on unsecured other HimEREEF S

borrowings 1,036 856 3,939 3,892
Interest on secured other HihBEAEEF L

borrowings = 3,858 5,269 9,200
Interest on secured bank EHRFRITEER S

borrowings = — = 615

43,778 57,055 188,014 162,297

LOSS BEFORE INCOME TAX

5 BRFAEHA

Three months ended
30 September
BELA=+HLE=EA

&5

Nine months ended
30 September
BEALA=+BLAEA

2019 2018 2019 2018
ZB-hE —ZT—)\F ZB-hE —ZT—)\F
HK$’000 HK$’000 HK$’000 HK$’000
FHET FET FHET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REE) (REEER) (REE) (REEER)
Loss before income tax is RETBRATERE N
arrived at after charging: BRT%EIE -
Auditor’s remuneration % 2 AN B & 213 280 638 839
Amortisation of land lease TE A5 1 th FH & 8 5
prepayments 3,440 3,440 10,318 10,318
Depreciation of property, M- BEREE
plant and equipment e 2,937 4,832 34,755 36,721
Employee benefit expenses {EEEHHX
(including directors’ (PREREEFMR)
remuneration)
Salaries and allowances e kR 14,473 11,075 40,219 35,108
Contributions to retirement RRAE T ET &It
benefits schemes 1,001 1,113 3,120 3,207
15,474 12,188 43,339 38,315
BERLETCEEERATN —T-AFE-FTERS
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National Arts Entertainment And Culture Group Limited

Notes to the Consolidated Financial Statements

mRE R

INCOME TAX EXPENSE

Hong Kong Profits Tax has not been provided for the nine
months ended 30 September 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$246,404,000 (2018: approximately
HK$239,834,000) and the weighted average of
approximately 4,828,109,000 (2018: approximately
4,517,085,000) 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 2019 and 2018 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 2019 (2018:
Nil).

FRGHLF 2

HRAEBERBE_T-NFNLA=THILENLE
A B E A R Ba A R E bt
EHMBBNERELEEB (T -N\F &) -

AR EE AR KAE ([RE ) BB 2 75/ (E 5
R ERGREEE - R AP B EMRER (B
R 25% ) e 4 -

REMBDEEREEWHIATDIRARFEEED
BRI EAE

BREE

SREABBEBDIREAQANBEEAELEBRY
246,404,000 7T (= T — J\ 4 : #9239,834,000/%
TERBANBEBHTEBRODNETHHED
4,828,109,000/% (= T — J\ 4 : £94,517,085,000
)& -

o

MRTERERE REREZLRTERESABR
BEYE HMBE_T-NAFR-ZF-/N\FNLA

=+RIENEA - AR EH AR B 6 SR
BEERRSREABRMAR -
g

EFETERLNBE_Z-NAFAA=THLA
BEANKE(ZE—N\F: &)

Third Quarterly Report 2019



Notes to the Consolidated Financial Statements

e UHRRME

9. UNAUDITED CONSOLIDATED 9. REEX
STATEMENT OF CHANGES IN EQUITY

N
3
o)
Bk
i
i

Attributable to the owners of the Company

EAE LN
Properties Share  Convertible Attributable to
Share Share  Special Contributed i option bond equity A lated lling
capital  premium  reserve surplus reserve reserve  reserve reserve losses  Subtotal interests  Total
HEER BRE TRERS
k% BRGEE HHEE EAER BE  RERE L1 i 2itER Nt EEREREE 28
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000  HKS'000 HK$'000  HKS'000
TEr  TEnL  FEn TER TAL TEr  FiExn FAL T TER TEL TEL
At 1 January 2018 (Audited) R=F-\5-A-R
TE7) 451416 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 fIEEREMETORG
share options 300 668 - - - - (233) - - 735 - 73
Lapse of share options BRELN - - - - - - (262) - 262 - - -
Transactions with owners BEANETHRS 300 668 - - - - (495) - 262 3% - 73
Loss for the period rHEESR - - - - - - - - (2083 (3983 1) (308%)
Exchange difference on translation A H M KB B RER
of financial statement of foreign ~~ E4ANELZE
operations - - - - - (23,918 - - - (23918 - (23919
Total comprehensive expense for ~ AHB2ERXAE
the period - - - - - (23,918 - - (239,834)  (263,752) (1) (253,753)
At 30 September 2018 RZE-NERA=1AH
(Unaudited) (REFR) 451,716 804,382 1,000 78,791 372,835 (99,005 51,385 15,597 (1,299,521) 377,180 233 377413
At 1 January 2019 (Audited) R-F-NE-A-R
(#%7) 451,716 804,495 6,302 78,791 335,013 (131,671) 41,912 c (1,441,615) 144,943 232 145,175
Share issued upon exercise of  {T(EERRIEFT B TRIRR )
share options 224 326 = = = = = = = 550 = 550
Share issued upon completion of B2 6 3 {3 TRk BT T
placing of new shares R 42871 64,314 = = = = = = - 107,191 - 107,191
Transactions with owners AEFAETNRS 43101 64,640 = = = = = = - 107,1M - 107,74
Loss for the period HEER - - - - - - - - (246,404)  (246,404) (643) (247,047)
Exchange difference on translation 2 H &I £ E B REE
of financial statement of foresign ~~ E4AMELZE
operations = = = = = (17,435) = = - (17,435 - (17,439
Total comprehensive expense TEH2ERY AR
for the period o o = o = (17,435) = o (246,404) (263,839) (643) (264,482)
At 30 September 2019 RZF-hENR=TR
(Unaudited) (RIEBH) 494817 869,135 6,302 78,791 335,013 (149,106) 41,912 - (1,688,019)  (11,155) (411)  (11,566)
BEREXEBERAT —F-AFESFEHRE
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Management Discussion and Analysis

BEERWR DT

FINANCIAL REVIEW

During the period under review, the Group reported a
revenue of approximately HK$132.58 million, representing
an increase of approximately HK$13.37 million as
compared to the revenue in the corresponding period in
2018. The revenue was mainly generated from the
entrance fee income and the 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 hotel room income
in the PRC, and the artiste management and event
coordination business in Hong Kong.

Staff costs for the period under review increased to
approximately HK$43.34 million from approximately
HK$38.32 million in the corresponding period in 2018,
representing an increase of approximately HK$5.02 million
in staff costs.

Finance costs for the period under review increased by
approximately HK$25.72 million from the corresponding
period in 2018. As facilitated by the Company’s financial
restructuring, all interest expenses have been calculated
up to 14 June 2019. The interest expenses from 15 June
2019 to 30 September 2019 are estimate only and such
interest expenses will be reversed after completion of the
Scheme (as defined below).

Other operating expenses for the period under review
increased to approximately HK$78.36 million from
approximately HK$67.37 million in the corresponding
period in 2018. An increase of approximately HK$10.99
million in other operating expenses during the period
under review was mainly due to the increase in the
operating expenses in the PRC.

For the nine months ended 30 September 2019, the
Group recorded a net loss of approximately HK$247.05
million and a net loss before depreciation of property,
plant and equipment, amortization of land lease
prepayments and finance costs of approximately
HK$13.96 million, as compared to a net loss of
approximately HK$239.84 million and a net loss before
depreciation of property, plant and equipment,
amortization of land lease prepayments and finance costs
of approximately HK$30.50 million for the nine months
ended 30 September 2018. Such increase is mainly due
to the increase in finance costs during the period under
review.

National Arts Entertainment And Culture Group Limited
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CESFENHEMEEBRm T — \FEHENHY
67.37TE BB T EA78.36F &8 T o B EEHAK A
Hi G LB RIEMO10.998 EE T T EHMNAL
PR ELERA BTG mMm-

BE-Z-NAFAA=TBHILAER ~NEHEK
BERFEN247.068 8 BT REMRYE - BE

REBWE  THEEFRENKIASERREKAE
A ISEIEFHENIBBEEET MEBEE_E
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BUSINESS REVIEW

Xigiao National Arts Studio Project (the “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 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.

For the nine months ended 30 September 2019, the
Studio attracted a total of approximately 920,000 visitors,
from which the ‘Theme Park — Frozen’ and ‘The Secret
of a Planet (Dome Show)’, which were organised for the
first time started from September 2019, drew
approximately 80,000 visitors. The Group also held other
festival celebrations such as ‘Blissful and Fulfilling Mid-
Autumn Festival’ and ‘National Arts Rice Dumplings in
Mid-Summer’ as well.

In addition, the Group has participated in several charity
groups on education at the end of last year. 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 Project 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 tailor-
made 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.
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In 2018, the Group enthusiastically diversified the current
product lines by establishing the 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 includes golf, yoga, bicycle,
darts, painting, dragon boat, diving, photography, religion,
music, goodies marathon, etc.

Film Shooting Base

The film shooting base is the core project of the Project.
It covers 374,000 square meters of land, including a lake
of 120,000 square meters and numbers 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 nine months ended 30 September 2019, there
were approximately 99 production crews filmed in the
shooting base by virtue of the extensive choices, supreme
geographical location and multinational ancillary services.

Since 2017, the Group has taken the role of 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 (iii) in respect of diversification of props and
equipment portfolio, leasing and consolidation of props
leasing business.

National Arts Entertainment And Culture Group Limited
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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
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.

Due to the rapid increase in the demand of film industry
in recent years, the Group is actively developing the
second phase development of the Studio (the “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.

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. Pursuant to the agreement, 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 of this arrangement will be not 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 facilitated
from deluxe suites to economic standard rooms. 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 catering
services and commercial services such as business
centre, meeting rooms and lecture halls, thereby satisfy
essential needs and wants of the customers.

With the Hotel's brilliant corporate management and high-
quality services, 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.
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Besides, the development of the Hotel has become
mature and its popularity has increased and the number
of tourist continuously grows, 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 vyears 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” (3
IHIBEF). 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 film named “Romantic Marriage?” (251K = 557).
The Group expects to invest more in the production of
films of various themes with an intention to step 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
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.

National Arts Entertainment And Culture Group Limited
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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
HIBEHE), the romantic movie, “Romantic Marriage?” (4& 1A
K E#%7), the online TV series “OCTB” (% £), brand
representative, dramas such as “Guardian Angel” (57 14
ZRBF2E) and TV game shows host of the Lunar New
Year Celebration, and guest performers for the “New Year
is A Game” (AIr453t) and “Cooking Beauties” (3= %2 &
). 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 nine months ended
30 September 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 under review.

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.
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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 (i) new boutique hotels. The Group
expects that there will be more shooting crews to film
and tourists to visit in the Studio after the Studio has
been improved. 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 vyears, 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 (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 of the Company (“Shares”) were traded on the
Stock Exchange prior to the date of the GM Placing
Agreement (“GM Lasting 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.

National Arts Entertainment And Culture Group Limited
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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.

Assuming the maximum number of the GM Placing
Shares is placed under the GM Placing Agreements, the
gross proceeds from the GM Placing will be
approximately HK$220.0 million, and the net proceeds will
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.
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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 GM Placing Price of HK$0.260 per GM
Placing Share pursuant to the terms and conditions of the
GM Placing Agreements. The aggregate nominal value of
the GM Placing Shares under the GM Placing is HK$ 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 (ii) 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 is
approximately HK$111.5 million, 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, is approximately
HK$104.5 million which is 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 of the Company (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 and 15 March 2019.

National Arts Entertainment And Culture Group Limited
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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 (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 convened and held.

Further details of the SM Placing Agreements and the SM
Placing are disclosed in the Company’s announcement
dated 13 February 2019, 4 April 2019, 17 May 2019 and
30 May 2019, and the Company’s circular dated 2 May
2019.

Further announcement(s) will be made by the Company in
the event that the Company proceeds with the SM
Placing.

POTENTIAL STRATEGIC INVESTOR
AGREEMENT

On 14 May 2019, the Company entered into a Potential
Strategic Investor Agreement (“Potential Strategic
Investor Agreement”) with Proxima Media, LLC
(“Proxima Media”).

Pursuant to the Potential Strategic Investor Agreement,
the Proxima Media intends to assist the Company in,
among others, building a vertically-integrated,
internationally competitive film and television business and
establish the Studio as one of the world’s premiere
destinations for media production and entertainment
tourism (“Business”). Details of the co-operation and the
consideration will be determined by the Company and
Proxima Media after further negotiations and entering into
one or more long-form agreements that incorporate the
terms of the Potential Strategic Investor Agreement and
other customary terms (‘Long-Form Agreements”).
Subject to the aforesaid further negotiations and signing
of the Long-Form Agreements, the Company is desirous
to collaborate with Proxima Media to engage in the
Business.
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Subject to the relevant rules and regulations and the
terms set out in the Long-Form Agreements, Proxima
Media will use its best efforts to raise or inject capital
(“Capital Contribution”) into the Company of up to US
Dollars 100 million (equivalent to approximately HK$780
million) within 12 months from the date of the Potential
Strategic Investor Agreement as a place under the SM
Placing (as defined below) subject to the conditions of the
SM Placing. The Capital Contribution is intended to level
up the Company to become a world-class film production
studio, details of the Capital Contribution and the use of
proceeds of such will be included in the Long-Form
Agreements.

Further details of the Potential Strategic Investor
Agreement are disclosed in the Company’s
announcement dated 14 May 2019.

POTENTIAL STRATEGIC INVESTORS

As disclosed in the Company’s announcement dated
11 July 2019, the Company has been actively seeking for
potential strategic investors to invest into the Company.
In addition to Proxima Media, the film production
company controlled and wholly owned by the famous
Hollywood film producer, Ryan Kavanaugh, which was
disclosed in the announcement of the Company dated
14 May 2019, the Company is concurrently negotiating
with a leading regional financial institution for strategic
investment which is subject to investor’s due diligence
works and regulatory approval.

LOAN CAPITALISATION AGREEMENT

On 30 May 2019, the Company entered into a loan
capitalisation agreement (“Loan Capitalisation
Agreement”) with Mr. Sin Kwok Lam (“Mr. Sin”) pursuant
to which the Company has conditionally agreed to allot
and issue and Mr. Sin has conditionally agreed to
subscribe for (i) an aggregate of 869,000,000 new Shares
at the subscription price of HK$0.38 per Loan
Capitalisation Share; and (ii) the convertible bond in the
principal amount of HK$318,768,776.

Pursuant to the loan agreements and a promissory note
executed by the Company and Mr. Sin during 2015 to
2018, as at 31 December 2018, there was an aggregate
principal amount of approximately HK$632.6 million loans
(“Mr. Sin’s Loans”) granted by Mr. Sin to the Company
which carry interest of nil to 15% per annum.
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The aggregate subscription amount payable by Mr. Sin
under the Loan Capitalisation Agreement shall be satisfied
by capitalising the entire amount owing by the Company
to Mr. Sin in an aggregate amount of approximately
HK$648,988,776 as at 20 May 2019 comprising
outstanding principal amount of the Mr. Sin’s Loans and
accrued interest up to 20 May 2019.

Further details of the Loan Capitalisation Agreement are
disclosed in the Company’s announcement dated 30 May
2019.

Termination of the Loan Capitalisation Agreement

As disclosed in the Company’s announcement dated
19 August 2019, given that () the Company was in the
process of proposing the Scheme (as defined below) and
(i) Mr. Sin was supportive towards the proposed
Schemes, on 19 August 2019, the Company and Mr. Sin
mutually agreed to terminate the Loan Capitalisation
Agreement with immediate effect with no claims to each
other, the transactions contemplated thereunder would
not proceed.

PETITION FOR THE WINDING UP OF
THE COMPANY AND APPLICATION
FOR THE APPOINTMENT OF JOINT
PROVISIONAL LIQUIDATORS

To facilitate the Company’s financial restructuring, on
14 June 2019, a winding up petition together with the
application for the appointment of Mr. Osman Mohammed
Arab and Mr. Lai Wing Lun, both of RSM Corporate
Advisory (Hong Kong) Limited, 29/F, Lee Garden Two, 28
Yun Ping Road, Causeway Bay, Hong Kong and Mr. Roy
Bailey c/o EY Bermuda Ltd, 3 Bermudiana Road,
Hamilton, HMQ08, Bermuda as joint provisional liquidators
(together “dPLs”) of the Company on a light touch
approach for restructuring purposes (the “JPL
Application”) was presented and filed with the Supreme
Court of Bermuda (the “Bermuda Court”) by the
Company’s Bermuda Counsel, Conyers Dill & Pearman at
the request of the Company.
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Under the JPL Application, the Company has requested
that, should JPLs be appointed and until further order of
the Bermuda Court, the Board shall retain all of its
executive powers in relation to the ordinary course of
business of the Company, subject to the JPLs’
supervision, for the purpose of developing and proposing
a financial restructuring, of the exercise of such powers.
This would allow the Company’s current management to
work with the JPLs to oversee the implementation of a
financial restructuring proposal that seeks to better
preserve value and business operations of the Company
that would not otherwise be possible without the
appointment of the JPLs. Accordingly, the Board believes
it is in the interests of the Company, its shareholders and
creditors that JPLs are appointed in respect of the
Company pursuant to the JPL Application.

The JPL Application was heard before the Bermuda Court
on the same date at 2:30 p.m. Bermuda time. The
Bermuda Court made the orders as sought by the
Company under the JPL Application, inter alia, the JPLs
have been appointed with immediate effect.

Pursuant to the order made by the Bermuda Court (the
“Bermuda Order”), the JPLs are granted a wide range of
powers, including but not limited to the powers to review
the financial position of the Company, to monitor, consult
with, oversee and otherwise liaise with the existing Board
and the creditors and shareholders of the Company in
determining the most appropriate manner of effecting a
reorganisation and/or refinancing of the Company, to seek
assistance of or recognition in any other courts as may
be considered appropriate, and to do all things necessary
and incidental to the exercise of the foregoing powers,
etc.

By an order of the Honourable Mr. Justice Wilson Chan
dated 15 August 2019, the appointment of the JPLs
pursuant to the order of the Bermuda Court dated
14 June 2019 was recognized by the High Court of Hong
Kong with the powers conferred therein.
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RESTRUCTURING TRANSACTION

As disclosed in the Company’s announcement dated
30 July 2019, on 10 July 2019, as part of the Company’s
financial restructuring plans, the Company invited all
known creditors of the Company (the “Creditors”) to
make an offer to the Company to subscribe for:

(1) 1% annual coupon rate convertible bonds due 2024
to be issued by the Company (the “Convertible
Bonds”) in the principal amount equal to 60% of
the outstanding principal amount of debts due and
owing by the Company to each of the Creditors
(where applicable, together with interests accrued
thereon and calculated up to 14 June 2019 at the
respective annual interest rate of the relevant
debt(s)) and convertible into fully-paid ordinary
shares of the Company listed and traded on GEM
at the initial conversion price of HK$0.55 per
conversion share (the “Conversion Shares”) (the
“CB Subscription”); and

2) new shares of the Company at the issue price of
HK$0.38 per share (the “New Shares”) the total
value of which equals to the remaining 40% of the
outstanding principal amount of debts due and
owing by the Company to each of the Creditors
(where applicable, together with interests accrued
thereon and calculated up to 14 June 2019 at the
respective annual interest rate of the relevant
debt(s)) (the “Share Subscription”) (the CB
Subscription and the Share Subscription together
referred to as the “Restructuring Transaction”), as
full and final settlement of all outstanding debts
(where applicable, together with interests accrued
thereon and calculated up to 14 June 2019 at the
respective annual interest rate of the debt(s)) due
and owing by the Company to the Creditors,
subject to the execution, and the final terms and
conditions, of the subscription agreement, the bond
instrument, any scheme of arrangement proposed
by the Company and/or other agreements the
execution of which is desirable for the
implementation and consummation of the
Restructuring Transaction, as the case maybe.

The offer by the Creditors to participate in the
Restructuring Transaction also includes an agreement that
the Creditors will participate in, support and vote in
favour of a scheme(s) of arrangement proposed by the
Company, where such scheme(s) is/are deemed
necessary and appropriate by the Company and the JPLs
of the Company appointed pursuant to the Order of the
Bermuda Court dated 14 June 2019.
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As disclosed in the Company’s announcement dated
12 August 2019, the Company has received substantial
support from its creditors regarding the Restructuring
Transaction. In this respect, the Company proposed to
put forward a scheme of arrangement pursuant to
Section 99 of the Companies Act 1981 of Bermuda and
Section 670 of the Companies Ordinance (Cap. 622) of
Hong Kong with substantially similar terms under the
Restructuring Transaction as disclosed in the
announcement of the Company dated 30 July 2019,
further details of which are set out in the paragraph
headed “Scheme of Arrangement” below.

SCHEME OF ARRANGEMENT

The Company proposes to implement, subject to the
approval by the Bermuda Court and the Hong Kong
Court, the scheme of arrangement (the “Scheme”). Under
the Scheme, the Company will issue the New Shares and
the Convertible Bonds to the creditors of the Company
(the “Creditors”) to discharge and release the debt owing
by the Company to the Creditors in full (the “Claims”).

Up to 14 June 2019 (the “Restructuring Order Date”),
based on the available books and records of the
Company, the estimated total amount of Claims against
the Company is approximately HK$2.13 billion. This figure
is indicative only and will be subject to final determination
by the scheme administrators and (if applicable)
adjudication under the Scheme.

Since the Company is proposing to put forward the
Scheme, the Company has been preparing to apply to the
Hong Kong Court and the Bermuda Court respectively for
the granting of leave to convene the meeting of the
Creditors for the purpose of considering and approving
the Scheme by the Creditors (the “Scheme Meeting”).
Upon obtaining the directions of the Bermuda Court and
the Hong Kong Court in the hearing before the Hong
Kong Court and the Bermuda Court of the applications
for leave to convene the Scheme Meeting (the
“Convening Hearing”), the date of the Scheme Meeting
will be fixed and the Scheme Meeting will be convened
accordingly for the purpose of considering the approval of
the Scheme by the Creditors.

After obtaining the approval from Creditors in the Scheme
Meeting, the Company will apply to the Hong Kong Court
and Bermuda Court respectively for the sanctions of the
Scheme with the result of the Scheme Meeting presented
before the Hong Kong Court and Bermuda Court. After
the sanctions of the Hong Kong Court and Bermuda
Court have been obtained, the Sanctioning Order will be
filed with the Companies Registry in Hong Kong and the
equivalence in Bermuda for registration, and the Scheme
will, subject to the fulfilment of the conditions precedent,
then become effective.
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The scheme administrator will then assign the cut-off date
of the Scheme for filing all notice of claims from the
Creditors to the Company and notify the final amount of
the claims of each of the Creditors. Based on the final
amounts of claims of each Creditor, the New Shares will
be allotted and issued and the Convertible Bonds will be
issued to the Creditors.

Upon the issue of the New Shares and Convertible
Bonds, all the Claims of the Creditors will be discharged
and extinguished and the Creditors will not be allowed to
make any claim against the Company in respect of their
Claims.

Issue of New Shares and Convertible Bonds under
Specific Mandate

Subject to the Scheme becoming effective, the Company
will implement (i) the Share Subscription, under which it is
estimated that the Company will allot and issue, in
aggregate, up to 2,247,015,390 New Shares at the issue
price of HK$0.38 per New Share for settlement of 40% of
the Claims held by the Creditors against the Company as
at the Restructuring Order Date which have been
admitted by the scheme administrators (the “Admitted
Claims”) of the Creditors; and (ii) the CB Subscription,
under which it is estimated that the Company will issue
the Convertible Bonds in the aggregate principal amount
of HK$1,302,145,529 subject to any adjustments made
regarding the consent bonus (the “Consent Bonus”) to
be awarded to eligible Creditors if there’s any in
accordance with the terms of the Scheme.

Subject to the Scheme becoming effective, Consent
Bonus of an extra one (1) per cent of the outstanding
principal amount of his/its debt (where applicable,
together with interests accrued thereon and calculated up
to the Restructuring Order Date at the respective annual
interest rate of the relevant debt(s)) will be rewarded to
the eligible Creditors.

As part of the Scheme, a Deed of Restructuring Support
(the “RSD”) was duly executed by the Company and the
Provisional Liquidators on 24 August 2019 to support and
facilitate the implementation of the restructuring, pursuant
to which, any Creditor may become a party to the RSD.
Any Creditor who agrees to be bound by the RSD by
delivering to the Company a duly completed and
executed accession deed in respect of its Claim (or
Claims) under the Scheme on or before Wednesday,
11 September 2019 would be eligible to the Consent
Bonus.
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Details of the Share Subscription

The maximum value of the New Shares to be issued to
the Creditors will be up to approximately HK$854 million
(subject to the determination of Admitted Claims in
accordance with the terms of the Scheme). The New
Shares have an aggregate nominal value of up to
HK$224,701,539.00. The issue price of HK$0.38 per New
Share represents a premium of approximately 84.47%
over the closing price of HK$0.206 per Share as quoted
on the Stock Exchange on 19 August 2019. The New
Shares are subject to a lock-up period of 12 months from
the date of completion of the Share Subscription.

Details of the CB Subscription

The maximum value of the Convertible Bonds to be
issued to the Creditors will be up to approximately
HK$1,302 million (subject to the determination of the
Admitted Claims in accordance with the terms of the
Scheme and entitlement of Consent Bonus), (being the
sum of (i) up to approximately HK$1,280.7 million for the
aggregation of 60% of the Claims of the Creditors and (ii)
HK$21.3 million for the maximum amount of Consent
Bonus). The Conversion Shares, upon full conversion,
shall have an aggregate nominal value of up to
HK$236,753,714.40. The maturity date of the Convertible
Bonds falls on the day being the fifth (5th) anniversary of
the issue date of the Convertible Bonds. Subject to the
terms and conditions of the Convertible Bonds, the
conversion price will initially be HK$0.55 per share, but
subject to customary adjustments including but not
limited to (i) consolidation or subdivision; (i) rights issue of
shares or rights to acquire shares; (iii) issues of
convertible securities; (iv) modification of rights of
conversion; (v) other offers to shareholders; and (vi) other
events. The initial conversion price of HK$0.55 per
Conversion Shares represents a premium of
approximately 166.99% over the closing price of
HK$0.206 per Share as quoted on the Stock Exchange
on 19 August 2019.

The New Shares and the Conversion Shares will be
allotted and issued under the specific mandate sought
from the Shareholders (other than Mr. Sin, Ms. Law Po
Yee (“Ms. Law”), Mr. Chow Kai Weng (“Mr. Chow”), Mr.
Tse Young Lai (“Mr. Tse”) and Mr. Yiu Kin Kong and any
Shareholder with a material interest in the Scheme) at the
special general meeting of the Company held on
10 October 2019 (“SGM”).

An application will be made by the Company to the
Listing Committee of the Stock Exchange for listing of,
and permission to deal in, the New Shares and the
Conversion Shares.
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Connected Transactions in relation to the Issue of New
Shares and Convertible Bonds

Among all Creditors, Mr. Sin, Ms. Law, Mr. Chow and Mr.
Tse have loaned to the Company.

Mr. Sin is an executive Director, the chairman of the
Board, a member of the nomination committee of the
Board and a substantial shareholder of the Company. Ms.
Law, being the spouse of Mr. Sin, is an associate of Mr.
Sin. As at the date of this report, Mr. Sin, together with
his associate, Ms. Law, are interested in 871,932,623
Shares, representing approximately 17.62% of the total
issued share capital of the Company.

Mr. Chow is an executive Director, the associate
chairman of the Board and chief executive officer of the
Company. As at the date of this report, Mr. Chow is
interested in 1,000,000 Shares, representing
approximately 0.02% of the total issued share capital of
the Company.

Mr. Tse is a substantial shareholder of the Company. As
at the date of this report, Mr. Tse is interested in
563,547,600 Shares, representing approximately 11.39%
of the total issued share capital of the Company.

Up to the Restructuring Order Date, the total amounts
respectively due to Mr. Sin, Ms. Law, Mr. Chow and Mr.
Tse (including the interests accrued thereon and
calculated up to the Restructuring Order Date at the
respective interest rate of the relevant Claim(s)) are
illustrated as follows:
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Under the Scheme, Mr. Sin, Ms. Law, Mr. Chow and Mr.
Tse shall have the same entitlement as the other
Creditors. Pursuant to the terms of Scheme and based on
the available books and records of the Company, it is

RIBETE - kkE Bt AXERHELERKE
HiEREAEABRERRE o LR IER N
RIBARRB A SRBRM R ACEk Bt ERE - E
Xt BAEERBHEERFTEATHREZRES

expected that the entitlement of Mr. Sin, Ms. Law, Mr. AT
Chow and Mr. Tse under the Scheme respectively are as
follows:
Mr. Sin Ms. Law Mr. Chow Mr. Tse
RRE #uxt A& @&
Share Subscription
BipEBEER
Value of New Shares to be issued HK$258,933,278 HK$11,708,299 HK$14,536,573 HK$757,033
HETHRHER 258,933,278/& 7T 11,708,299 7T 14,536,573/ JT 757,083 7T
Issue price HK$0.38 HK$0.38 HK$0.38 HK$0.38
BIT(E 0.38% 7T 0.38% 7T 0.38/8 7T 0.38% 1T
Number of New Shares to be 681,403,362 30,811,311 38,254,139 1,992,193
issued New Shares New Shares New Shares New Shares
TR M A 681,403,362f% 30,811,311% 38,254,139% 1,992,193/%
Mk ik ik Mk
CB Subscription
TRBEESREEE
Principal amount HK$394,873,249 HK$17,855,155 HK$22,168,274 HK$1,154,476
(including Consent Bonus)
NG 394,873,2497% 7T 17,855,155/ 7T 22,168,274/ 7T 1,154,476 7T
(BEREHES)
Maximum Conversion Shares upon 717,951,361 32,468,918 40,305,952 2,099,047
full conversion
EREEREN 717,951,361% 32,463,918% 40,305,952 2,099,047 %
B EBR

All of Mr. Sin, Ms. Law, Mr. Chow and Mr. Tse have
confirmed that they will compromise their Claims against
the Company pursuant to the Scheme and the treatment
to be received by them under the Scheme shall be the
same as those to other Creditors.

Reasons for and Benefits of the Scheme

A. Principal activities of the company

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.

National Arts Entertainment And Culture Group Limited
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Actions taken to address financial difficulties

Referring to the previous announcements of the
Company since February 2019, the Company has
been in a distressed financial position as to its
repayment obligations towards its bonds and loans
and the Company has done a series of actions in
an attempt to refurbish its financial position and
reduce its financial risks.

1. Placing under general mandate

On 13 February 2019, the Company has
entered into two placing agreements with two
placing agents for the purpose of placing
shares under general mandate. On 18 March
2019, the placing of Shares under general
mandate has been completed and raised
gross proceeds of approximately HK$110
million for the repayment of the principal and
interest payment of certain bonds fallen due.

2. Proposed the placing of Shares under specific
mandate

On 13 February 2019, the Company has
entered into a placing agreement with four
placing agents for the purpose of placing
shares under specific mandate. As disclosed
in the announcement of the Company dated
30 May 2019 as to the change of use of
proceeds, substantial portion of the intended
use of proceeds to be raised from such
placing is allocated to the repayments of the
outstanding indebtedness.

Management Discussion and Analysis
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EEENRR DM
3. Potential strategic investors

National Arts Entertainment And Culture Group Limited

On 14 May 2019, the Company entered into
the Potential Strategic Investment Agreement
with Proxima Media, which is wholly owned
by the famous Hollywood film producer, Ryan
Kavanaugh, with a view to raise or inject
capital into the Company of up to US$100
million within twelve months from the date of
the Potential Strategic Investor Agreement.
Subject to the certain criteria under the
Potential Strategic Investment Agreement,
Proxima Media will () transform the Studio
into a world-class film-induced tourism base
in collaboration with the Company; (ii)
introduce up to 5 overseas fims and 3
overseas TV series for the Company to be
filmed at the Studio each year, and it will
expand to world-wide film market together
with the Company; and (iii) assist the
Company on building an indoor studio and a
major modern shooting water studio to fulfil
the requirements of the large-scale films,
creating a modernized theme park and
improving the rating of the Hotel to a 7-star
hotel.

In addition, the Company is concurrently
negotiating with a leading regional financial
institution for strategic investment which is
subject to the investors’ due diligence works
and regulatory approval.

Filing winding up petition and application for
appointment of provisional liquidators for
restructuring purposes

On 14 June 2019, to facilitate the
Company’s financial restructuring, a winding
up petition together with the application for
appointment of the JPLs as the joint
provisional liquidators of the Company on a
light touch approach for restructuring
purposes was presented and filed with the
Supreme Court of Bermuda by the
Company’s Bermuda Counsel, Conyers Dill &
Pearman at the request of the Company.

Third Quarterly Report 2019
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5. Invitation to the creditors to make an offer to the
Company to subscribe for New Shares and the
Convertible Bonds

On 10 July 2019, the Company invited all
known creditors to make an offer to the
Company to subscribe for the New Shares
and the Convertible Bonds with a view to
settling all outstanding Debts. On 12 August
2019, the Company announced that it has
received substantial support from its creditors
regarding the Restructuring Transaction and
proposed to put forward a scheme of
arrangement.

Effects of the Scheme

The effect of the Scheme is that on completion of
the Scheme, all Claims will be discharged and
extinguished and the Creditors will not be allowed
to make any claim against the Company in respect
of their Claims. Each Creditor with Admitted Claim
will be entitled to receive Convertible Bonds in the
principal amount equal to 60% of his Admitted
Claim and New Shares at the issue price of
HK$0.38 per New Share, the total value of which
equivalent to 40% of his Admitted Claim in return
for the full discharge and extinguishment of any
claim he may have against the Company in respect
of his Claim.

Considering the effect of the Scheme, the
Company proposed to put forwards the Scheme
involving the issue of New Shares and Convertible
Bonds so as to (i) resolve its financial difficulties in
fulfilling its repayment obligations and therefore
strengthen the financial positions of the Company;
(i) ease the Company from heavy burden from high
financial costs; (i) increase the capital base through
new issue of Shares, rather than overly relying on
debt financings. Further, the Board also holds the
view that, upon successful restructuring, the
Company will be of a better position to negotiate
with the relevant potential investors to invest into
the Group.

In light of the above and given that the Scheme
should give equal treatments to all Creditors in the
same class, including Mr. Sin, Ms. Law, Mr. Chow
and Mr. Tse, the Directors (including the
independent non-executive Directors after having
considered the advice of the independent financial
adviser) are of the view that the terms of the
Scheme are fair and reasonable and the Scheme is
in the interests of the Company and the
Shareholders as a whole.
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Issue of Shares under Specific Mandate in relation to
Advisory Service of Financial Adviser

As disclosed in the Company’s announcement dated
26 August 2019 and the circular of the Company dated
20 September 2019, the Company has appointed Oriental
Patron Asia Limited (“OPAL”), a licensed corporation to
carry out type 1 (dealing in securities), type 6 (advising on
corporate finance) and type 9 (asset management)
regulated activities under the SFO, as the financial adviser
to the Company (the “Appointment of Financial
Adviser”) to advise on and assist in formulating and
overseeing a potential financial restructuring as to
improving the Company’s financial position. Regarding the
payment of advisory fee (the “Advisory Fee”), after arm’s
length negotiations, OPAL agreed to receive the newly
issued shares of the Company to settle the Advisory Fee.
On 26 August 2019, the supplemental mandate letter (as
to supplement the original mandate letter signed in May
2019) has been entered into between the Company and
OPAL, pursuant to which the Advisory Fee is agreed to
be paid by the Company to OPAL in the form of issuing
and allotting 250,000,000 newly issued and fully paid-up
Shares (the “Fee Shares”) which is subject to subject to
a lock-up period of 12 months from the date of the
issuance and such Fee Shares shall be issued and
allotted to OPAL simultaneously with the New Shares to
be issued to the Creditors under the Scheme upon its
completion.

An application will be made by the Company to the
Listing Committee of the Stock Exchange for the listing
of, and permission to deal in, the Fee Shares. The Fee
Shares will be allotted and issued under a specific
mandate sought from the Shareholders at the SGM.

Increase in Authorised Share Capital

Taking into account the aforesaid and in order to
accommodate future expansion and growth of the Group,
the Board proposes to increase 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 additional
14,000,000,000 new Shares (“Increase in Authorised
Share Capital”), all of which will rank pari passu with all
existing Shares. The proposed Increase in Authorised
Share Capital is conditional upon the passing of an
ordinary resolution by the Shareholders at the SGM.
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The SGM

The SGM was convened and held on 10 October 2019,
during which (i) the Scheme and the transactions
contemplated thereunder, including the grant of the
specific mandate for the allotment and issue of the New
Shares and the Conversion Shares; (i) the granting of
specific mandate to allot and issue the Fee Shares; and
(i) the Increase in Authorised Share Capital were
approved by the Shareholders.

Update on the Scheme

Hong Kong Court

On 25 September 2019, the Convening Hearing before
the Hong Kong Court was heard and was adjourned to
4 October 2019. The Hong Kong Court requested the
Company to revise the composite document containing
the Scheme.

On 4 October 2019, the adjourned Convening Hearing
before the Hong Kong Court was heard and the Hong
Kong Court has directed that, among other things, the
Company do convene the Scheme Meeting for the
purpose of considering and, if thought fit, approving the
Scheme.

Bermuda Court

The Convening Hearing before the Bermuda Court was
initially scheduled on 1 October 2019 (Bermuda time) and
was also rescheduled to 4 October 2019 (Bermuda time)
in order to accommodate the adjourned Convening
Hearing before the Hong Kong Court.

On 4 October 2019 (Bermuda time), the Convening
Hearing before the Bermuda Court was heard and the
Bermuda Court has directed that, among other things, the
Company do convene the Scheme Meeting for the
purpose of considering and, if thought fit, approving the
Scheme.

The Scheme Meeting

The Scheme Meeting is scheduled to be held in Hong
Kong on 8 November 2019. If the Scheme is approved
by the requisite majority of the Creditors at the Scheme
Meeting, the hearing of the petition to sanction the
Scheme by the Hong Kong Court will be held on
19 November 2019, whereas the hearing of the petition to
sanction the Scheme by the Bermuda Court will follow.

Further details of the Scheme are set out in the
Company’s announcements dated 19 August 2019,
8 October 2019 and 14 October 2019 and the circular of
the Company dated 20 September 2019.
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DIRECTORS" AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 September 2019, the interests and short
positions of the Directors and chief executive of the
Company 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,
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’)
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Approximate
percentage of
the issued

Capacity/Nature Number of share capital
Name of Director of interest Shares held of the Company
Fite (GAATERT
EENA L3 113 BEHHE BREZEBHESE
(Note 1)
(Hrat1)
Mr. Sin Kwok Lam Benefi‘cial owner 848,580,623 17.15%
BB S &£ EmEA A
Interest of spouse (Note 2) 23,352,000 0.47%
Bt B i 2= (MY it2)
Mr. Chow Kai Weng Beneficial Owner 1,000,000 0.02%
JE B 2R 5 A EmEB A
Mr. Chui Chi Yun Robert Beneficial Owner 3,000,000 0.06%
EECKAE EmEB A
Mr. Li Kit Chee Beneficial Owner 4,480,000 0.09%
TR E EmEB A
Notes: Hat -
1. This is based on the total issued Shares as at 1. WHERZTE-NAFALA=+HZ2PER

30 September 2019 (i.e. 4,948,170,452 shares).

2. Ms. Law Po Yee was beneficially interested in
23,352,000 Shares. By virtue of the SFO, Mr. Sin,
being the spouse of Ms. Law Po Yee, was deemed
to be interested in all the Shares in which Ms. Law
Po Yee was interested.
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Long positions in the underlying Shares 2 PREHRHZIFE
Approximate
percentage of
the issued share
Number of capital of the
Name of Director Capacity/Nature of interest Shares held Company
HEAT
EETREAZ
ESKE S HESHE Fii i 8B BHE S
(Note 1)
(B at1)
Mr. Chow Kai Weng Beneficial Owner 45,063,695 0.91%
(“Mr. Chow”) E=EABA (Note 2) (7 &#2)
FERE T E(TAKE]D
Mr. Chui Chi Yun Robert Beneficial Owner 1,546,896 0.03%
(“Mr. Chui”) E=EABA (Note 3) (K7 :#3)
EECaE(TEEE]D
Mr. Cheng Wang Chun Beneficial Owner 44,980,000 0.91%

(“Mr. Cheng’) EnE A
EPoLEE S ([EBSE A
Notes:

1.

This is based on the total issued Shares as at
30 September 2019 (i.e. 4,948,170,452 Shares).

These underlying Shares represent (i) 24,888 Shares
to be issued upon exercise of the physically settled
share options granted to Mr. Chow 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 (i) 44,980,000 Shares to be issued upon
exercise of the physically settled share options
granted to Mr. Chow on 16 May 2017 pursuant to
the New Share Option Scheme under which Mr.
Chow may exercise the said options from 16 May
2017 to 15 May 2020 at an exercise price of
HK$0.2456 per Share.

(Note 4) (K7 i#4)
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These underlying Shares represent (i) 33,292 Shares
to be issued upon exercise of the physically settled
share options granted to Mr. Chui 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 (iii)
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.

These underlying Shares represent 44,980,000
Shares to be issued upon exercise of the physically
settled share options granted to Mr. Cheng 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 or the
chief executive of the Company had, as at 30 September

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 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.

National Arts Entertainment And Culture Group Limited

3. ZERBERMDIBORBEAAARAESE
EREFER =T ZTFRA+=AET
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SUBSTANTIAL SHAREHOLDERS" AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES
AND UNDERLYING SHARES

As at 30 September 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:

Additional Information
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FERREEMATRER G KA
R 2EZR KR

RZE-NFAA=TH BEARFRRES
K EIE (GO EXVENE3361F R EFE 2 BELM P
B HARARDEANE  THALTIOEE (BFBAQ
AERLITHRAEIN RARR Z B RAARE RN
THBERBEIRE

Substantial shareholders’ long position in the Shares ZTERENRRHOZHFE
Approximate
percentage of the
Capacity/ Number of issued share capital
Name of shareholder Nature of interest Shares held of the Company
EAXRATF
EETHREAZ
BEREE L8 0 13 REROBHE L EON=R 5 7 4
(Note 1)
(Bt&F1)
Ms. Law Po Yee (“Ms. Law”) Beneficial Owner 23,352,000 0.47%
EERZL([B&X)) EmEA A
Interest of Spouse (Note 2) 848,580,623 17.15%
Be 45 4 & (f7 772)
Tse Young Lai Beneficial Owner 563,547,600 11.39%
Bl E=mEAA
Notes: B
1. This is based on the total issued Shares as at 1. WHERZZT-NAFAAZ+TEMNEZIBEHTR

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

2. Mr. Sin was beneficially interested in 848,580,623 Shares.
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 30 September 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.
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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 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 share options
granted under the Post-IPO Share Option Scheme as at
30 September 2019 are set out as follows:

BREETE

RERARBE-—BRRR_FT_FLtA_1+_—H
BB EERZER  ARAA GG R E
BRANFBEERBRIERTS - BN 2GRH
RABMA-—ZZ_F+ANABZARRBKRER
B8R PO A

REARANR_FZ-—FFAA T NAAETZR
REAARE LBBZRER  MBREFECHE
Ry MERAAHEERBERESDLRIL-
MBRRABZIZHRRAREARAN T —F
FARARBBERZBEA -

EXNAHEERBRENE

REZZ-—NAFAA=ZFTH BEERXARBEER
FE A HE 5T 81 IR T R 2B AN 2 B & 58, 1808% X
MZERENRETE - R_E—-—NLFALA=T
BZREEAAAEERBEREFERLENER
REFEIZIAT -

Number of share options

BREYE
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 2019 the period  the period  the period  the period 2019
IS RZF-1E
—E-rE RAZ+A
SEAER BRTHEE RHEY s -F-H Bagt  HATE  BAX% BREs ieh A7 1€
(HKS)
(&)
Directors 366 13 May 2010 13 May 2010-12 May 2020 33,292 - - - - 33,292
gz —2-SFREA+t=A ZE-EFRA+ZRE
ZZ-ZFRATCA
Directors 338 20 May 2010 20 May 2010-19 May 2020 33,420 - - (33,420) - -
ES “Z-ZFRAZFE ZE-TERA-THE
ZZ-ZERATAR
Directors 2.89 3 September 2010 29 September 2010- 4,006,968 - - (3,982,080) - 24,888
2 September 2020
Bz “Z-ZFNA=H —Z-ZFAA=thAZ
ZZ-ZENAZR
Total 4,073,680 - - (4,015,500) - 58,180
fy

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

Wi BREERANEEEBRENBELN2BHEK
R B 3 -
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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 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 as at 30 September 2019 are set out as
follows:
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R ETE

BER-_ZE—+tEFNA-_TNABRTZREASF
Ae((REBEXE)) LBBZ2REE BREW
BE RS AT 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 BLA4,498,481,2220 B 31T D B EXE » AR
REEFEASE B2 ETRM 210% (1R 155 5’
ERTEIZ AT E ~ WARTITE R KRB EITEZ
IR ERR N ([EFHETEIBREE) MR EEE 2
BIEREMBRETS ZRABELATRERDZ
B SBEUEHTERELER RIREFE
RRAERTEI TR L 2 AR T(E 0y - FR 8 - 817
NEEBEG  BEAEMTERBEAR: NARE
REFHERBHEEBRANTHERESEEL S
MITE %A -

R-ZZTE—NAFNLA=+TH BEFERETE R
AT R B A 254,472,411 0% B 1 2 B8 PR A 18 ok J&
TE-R-_ZE-NFLA=ZTHZBEFHERE
BRI MEREEBEOT

Number of share options

BREXE
Outstanding
Exercise Asat  Granted Exercised Lapsed Cancelled as at
Category of price per  Date of 1 January during during during during 30 June
participants Share  grant Vesting period Exercise period 2019 the period the period the period the period 2019
IS
Bt “§-1%
5B - Z8-nE i *AStE
SEAER i REHEHY BEH 18 -B-8 HARY #ATE HAKE  BREE HROE
(HK9)
(#7)
Directors (Note 1) 7.62 28 March 28 March 2011- 28 March 2012- 4,830,579 - — (4,738,168 - 92,411
2011 27 March 2012 27 March 2021
E2(Hid1) % “F-—-4=f-+\AE =%
=k “E-Z#ZA-1+H
—tNH
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)
Bx(l#1) ZE—tF - ZE-tERATAA (Hit2)
iR ZEZTERATR
AR
Other participants ~ 0.2456 16 May 2017 - 16 May 2017- 207,920,000 - - - — 207,920,000
15 May 2020
E2EAT ZT—tF - ZE—tERAT
il “E-FF1A
+7~8
Iﬂgg 270,410,579 — (2,240,000 (13,698,168) — 254,472,411
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Note 1: The Directors include former directors of the Company.

Note 2:

()

(i)

(i)

National Arts Entertainment And Culture Group Limited

The weighted average closing price of Shares
immediately before the date on which the options were
exercised is HK$0.35.

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 9.09% 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.

BatT -
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()

(i)

(i)
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(v)

()

(v)

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.
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(vi)

(viii)

()

National Arts Entertainment And Culture Group Limited

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; (i) 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 (i) 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.
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(viii)
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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 gives
remuneration and discretionary bonus to 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 Directors and 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.

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.

BHEREXCEERRE QT
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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
2019.

COMPETING INTERESTS

None of the Directors or controlling 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 during the
nine months ended 30 September 2019.

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. As at
30 September 2019 and up 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 nine
months ended 30 September 2019 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.

National Arts Entertainment And Culture Group Limited
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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 nine months ended 30 September 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 from 13 June 2018 to 13 May 2019, 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. Following the appointment of Mr. Sin
Kwok Lam as an executive Director and the chairman of
the Company and the re-designation of Mr. Chow Kai
Weng from the chairman of the Company to the
associate chairman of the Company with effect from
14 May 2019, the Company has complied with the code
provision A.2.1 of the Corporate Governance Code.

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 nine months ended
30 September 2019.

By Order of the Board

National Arts Entertainment and Culture Group Limited
(Provisional Liquidators Appointed)

(For Restructuring Purposes)

Chow Kai Weng

Associate Chairman, Executive Director and Chief
Executive Officer

Hong Kong, 6 November 2019
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Corporate Information
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BOARD OF DIRECTORS

Chairman and executive Director
Mr. Sin Kwok Lam (appointed on 14 May 2019)

Associate Chairman, Executive Director and
Chief Executive Officer

Mr. Chow Kai Weng (re-designated as the Associate

Chairman on 14 May 2019)

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

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

National Arts Entertainment And Culture Group Limited
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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 54, 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)

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)
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Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street
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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

National Arts Entertainment And Culture Group Limited
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