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Results

Revenue

Organisation of exhibitions, events planning and
related services income

Brand management and related services income

Contracting services and entertainment equipment
solution income

Promotion and consulting services income

Financing income

Profit/(loss) for the year
Profit/(loss) for the year attributable to owners of the
Company

Consolidated statement of financial position

Total assets
Total liabilities
Net assets

NOVA Group Holdings Limited - Annual Report 2019

FINANCIAL HIGHLIGHTS

Year ended Year ended Year ended
30 June 30 June 30 June
2019 2018 2017
HK$'000 HK$'000 HK$'000
34,274 105,848 102,938
34,893 26,075 -
198,486 83,264 -
276,769 37,741 -
31,698 1,123 -
576,120 254,051 102,938
107,316 90,705 (39,317)
107,514 90,706 (36,411)

At 30 June At 30 June At 30 June
2019 2018 2017
HK$'000 HK$'000 HK$'000
1,174,156 643,051 170,326
(629,674) (253,183) (28,296)
544,482 389,868 142,030

3



NOVA Group Holdings Limited - Annual Report 2019

CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Director(s)”) of NOVA Group Holdings Limited (formerly
known as Mega Expo Holdings Limited) (the “Company”), | am pleased to present the report and the audited
consolidated financial statements of the Company and its subsidiaries (collectively, the “Group”) for the year ended
30 June 2019 (the “Reporting Year” or “2019") to all shareholders and investors.

Given a challenging macro-economic environment including the US-China trade tensions, the sign of global
slowdown and limited exhibition market potential in Hong Kong, the overall exhibition performance has been
weakened. However, the Group has maintained a good business momentum throughout the whole Reporting
Year. The Group's efforts to strengthen our marketing efforts and to expand the customer profile target and
comprehensive entertainment solution services used in our key services, have put it in a strong position in relation
to the macro-economic trends.

We continue to move closer to our vision of establishing a fully integrated cultural and entertainment services
platform, enhancing the quality of the platform and expanding the scope of services to our platform members.
Our progress is enabling us to better leverage our existing competitive strengths, take advantage of new business
opportunities and advance our market leadership for innovation in the cultural and entertainment industry.

The Group will continuously look for attractive growth opportunities in the People’s Republic of China (the “PRC")
and elsewhere that will drive the financial returns for shareholders in the long term.

In terms of the financial performances, the Group’s total revenue amounted to approximately HK$576.12 million,
representing an increase of approximately 126.77% as compared to that of the year ended 30 June 2018 (the
“Previous Year"” or “2018"). Profit attributable to owners increased by 18.52% to HK$107.51 million and adjusted
EBITDA increased by 206.44% to HK$339.63 million.

The Board proposed to declare a final dividend of HK5.0 cents per share in cash, approximately HK$73.15 million
in aggregate for the Reporting Year, compared with a final dividend of HK1.0 cent per share in cash, approximately
HK$14.54 million in aggregate for 2018.

In the future, the Group will continue to diversify our income stream and enhance our earning profile through
exploring investment opportunities in the PRC, which help capitalise on any growth opportunities and thereon to
enhance our shareholder’s value.

The Group will continue from time to time to seek new exhibition business partners and investment opportunities
to expand the exhibition business in the PRC that could enhance corporate development and strengthen the income
base of the Group. The Group will also devote to provide more comprehensive music and performance solution
services, stores style design, and construction solutions to our existing music theme stores customers. To further
enhance the quality of services, the Group is planning to import artificial intelligence (“Al"), virtual reality technology
(“VR") and 3D technology into the comprehensive services platform to cultural and entertainment stores customers
in the near future. We also aim to step in the advertising field of cultural and entertainment industry, to provide
advertising and promotion solution services to store members, which would enhance the income of store members,
as well as the income source of the Group.
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CHAIRMAN’S STATEMENT

(Continued)

In conclusion, the Group devotes to continue the increase of the number of entertainment store members, service
types of platform and its frequency of services and thus to become a competitive comprehensive services platform.

Finally, on behalf of the Board, | would like to express my sincere gratitude to all staff members for their dedication

and contributions and to our shareholders and business partners for their support. We will continue with our
endeavour to pursue growth of our business and create value for our shareholders.

Deng Zhonglin
Chairman

Hong Kong, 27 September 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL OVERVIEW

For the year ended 30 June 2019 (the “Reporting Year” or “2019”), NOVA Group Holdings Limited (formerly
known as Mega Expo Holdings Limited) (the “Company”) and its subsidiaries (collectively, the “Group”) achieved
better overall operation performance across key areas of business segments. During the Reporting Year, the Group
achieved approximately HK$576.12 million in revenue, representing an increase of approximately 126.77% as
compared with that of approximately HK$254.05 million in the year ended 30 June 2018 (the “Previous Year” or
“2018"). Operating profit is the profit from operating activities which includes the net loss on financial assets at fair
value through profit or loss and net loss on change in fair value of contingent consideration payables. Operating profit
for the Reporting Year was approximately HK$218.50 million, representing an increase of approximately 92.71% as
compared with that of approximately HK$113.38 million in the Previous Year as cultural and entertainment stores
customers and members continued to respond enthusiastically to the array of comprehensive entertainment services
and products offered by the Group.

The following table sets forth the performance of the Group for the Reporting Year with comparative figures for
the Previous Year presented:

For the year ended 30 June

2019 2018

HK$’000 HK$'000

Revenue 576,120 254,051
Operating profit 218,495 113,377
Operating profit margin (%) 37.93% 44.63%
Profit for the year 107,316 90,705
Adjusted EBITDA 339,634 110,833

Revenue

The revenue has increased by approximately HK$322.07 million, or approximately 126.77%, from approximately
HK$254.05 million for the Previous Year to approximately HK$576.12 million for the Reporting Year. The improvement
was primarily due to the combined effect of: (i) the increased revenue in the promotion and consulting segment
accounting for approximately HK$239.03 million (2018: approximately HK$37.74 million); and (ii) the increased
revenue in the contracting services and entertainment equipment solution segment accounting for approximately
HK$115.22 million driven by the strong growth in both sales volume of contracting services and entertainment
equipment solution (2018: approximately HK$83.26 million).

Cost of Sales

The Group’s cost of sales has increased by approximately HK$55.02 million, or approximately 39.93%, from
approximately HK$137.79 million for the Previous Year to approximately HK$192.81 million for the Reporting Year.
The increase was mainly due to an increase from the promotion cost and the entertainment equipment cost, which
are in line with the growth of revenue during the Reporting Year.

Gross Profit and Gross Profit Margin

The Group's gross profit has increased by approximately HK$267.05 million, or approximately 229.70%, from
approximately HK$116.26 million for the Previous Year to approximately HK$383.31 million for the Reporting Year.
The Group's gross profit margin increased from approximately 45.76% for the Previous Year to approximately
66.53% for the Reporting Year. The increase was mainly due to the strong growth of revenue in the promotion
and consulting segment, and the contracting services and entertainment equipment solution segment.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

Selling Expenses

The Group'’s selling expenses increased by approximately HK$6.50 million from approximately HK$12.57 million for
the Previous Year to approximately HK$19.07 million for the Reporting Year. Such increase was in line with the
growth of revenue during the Reporting Year.

Administrative Expenses

The Group’s administrative expenses increased by approximately HK$70.09 million from approximately HK$40.21
million for the Previous Year to approximately HK$110.30 million for the Reporting Year. Such increase was primarily
due to the equity-settled share-based payment expenses of approximately HK$57.40 million, as well as the expansion
of the Group’s administration departments, including the management, human resources and finance teams.

Operating Profit and Operating Profit Margin

As a result of the foregoing, the Group’s operating profit has increased by approximately HK$105.12 million, or
approximately 92.71%, from approximately HK$113.38 million for the Previous Year to approximately HK$218.50
million for the Reporting Year. The Group's operating profit margin has decreased from approximately 44.63% for
the Previous Year to approximately 37.93% for the Reporting Year. Such decrease was mainly due to the increase
in loss on change in fair value of contingent consideration payables and equity-settled share-based payment.

Loss on Change in Fair Value of Contingent Consideration Payables

The Group’s loss on change in fair value of contingent consideration payables has increased significantly to
approximately HK$23.26 million or approximately 153.56% for the Reporting Year (2018: gain of approximately
HK$43.43 million), primarily due to the significant change in fair value of contingent consideration payables as a
result of HK$168 million to be settled by convertible notes (“CN") in the major acquisition of Cheer Sino Investment
Holdings Limited and its subsidiaries (the “Cheer Sino Group”). Details of such acquisition were set out in the
announcement of the Company dated 8 March 2018. The losses arising on fair value changes in contingent
consideration payable were unrealised losses and have no impact on the cash flow of the Group.

Profit Attributable to Owners of the Company

The Group’s profit attributable to the owners of the Company increased by approximately HK$16.80 million, or
approximately 18.52%, from the profit of approximately HK$90.71 million for the Previous Year to approximately
HK$107.51 million for the Reporting Year, which was due to the combined effect of: (i) the increased revenue in
the contracting services and entertainment equipment solution segment; (ii) the increased revenue in the promotion
and consulting services segment; and (iii) the increased revenue in the interest income from finance leasing business.

Non-HKFRS Measure

To supplement the result in this report which is presented in accordance with HKFRS, adjusted EBITDA, adjusted
net profit and adjusted net asset value (“Adjusted NAV") are used as additional financial measures. The Group
also believes that these non-HKFRS measures provide useful information to investors and others to understand and
evaluate the Group’s consolidated results for the purpose of comparing financial results across accounting periods
and to those of our peer companies.
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(Continued)

The following table sets forth the Group’s non-HKFRS financial data for the years presented:

Profit for the year

Finance costs
Taxation
Depreciation
Amortisation

EBITDA

Loss on financial assets at fair value through profit or loss
Loss/(gain) on change in fair value of contingent consideration payables

Equity-settled share-based payment expenses

Adjusted EBITDA

For the year ended 30 June

2019 2018
HK$’000 HK$'000
107,316 90,705
22,665 237
88,514 22,435
3,157 3,325
7,314 7,388
228,966 124,090
30,009 23,974
23,255 (43,433)
57,404 6,202
339,634 110,833

Adjusted EBITDA represents net income before interest, income taxes, depreciation and amortisation, equity-settled
share-based payment expenses, impact on financial assets at fair value through profit or loss and change in fair

value of contingent consideration payables.

The Group’s adjusted EBITDA has increased by approximately HK$228.80 million, or approximately 206.44% from
approximately HK$110.83 million for the Previous Year to approximately HK$339.63 million for the Reporting Year.

Adjusted Net Profit

Adjusted net profit represents net profit after tax excluded loss on financial assets at fair value through profit or
loss, equity-settled share-based payment expenses and loss/gain on change in fair value of contingent consideration
payables. The following table sets forth the Group’s non-HKFRS financial data for the Reporting Year presented:

Profit for the year

Equity-settled share-based payment expenses

Loss on financial assets at fair value through profit or loss

Loss/(gain) on change in fair value of contingent consideration payables

For the year ended 30 June

2019 2018
HK$°000 HK$'000
107,316 90,705
57,404 6,202
30,009 23,974
23,255 (43,433)
217,984 77,448
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MANAGEMENT DISCUSSION AND ANALYSIS
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Adjusted NAV

Adjusted NAV represents net asset value excluded the impact of loss/gain on change in fair value of contingent
consideration payables. The following table sets forth the Group’s non-HKFRS financial data for the Reporting Year
presented:

As at 30 June

2019 2018

HK$'000 HK$'000

Net assets 544,482 389,868
Loss/(gain) on change in fair value of contingent consideration payables 23,255 (43,433)
567,737 346,435

The Group's adjusted NAV has increased by approximately HK$221.30 million, or approximately 63.88% from
approximately HK$346.44 million for the Previous Year to approximately HK$567.74 million for the Reporting Year.

BUSINESS SEGMENT REVIEW

Exhibition and Exhibition Related Services
Operation of exhibition business, events planning and related services

Facing the challenges including the increased competition, increased costs and limited market potential in Hong
Kong, the Group will be prudent in managing exhibition business operations and evaluating business developing
opportunities in Hong Kong. The Group considers to scale down the operations in Hong Kong, while exploring
business opportunities outside Hong Kong at the same time to diversify the revenue sources and strengthen the
competitive advantages so that the Group can minimise possible exposure to the uncertainties in the Hong Kong
market.

The Group considers the prospects of the People’s Republic of China (the “PRC” or “China”) exhibition market is
promising. To further expand the Group’s income source and taking advantage of the favourable market environment
in the PRC, the Group has acquired 51% equity interest of an exhibition and exhibition related company in the
PRC during the Reporting Year, which has launched an “unmanned self-services stores exhibition”, named the 3rd
edition of Unattended Retail Exhibition (“URE") and the 1st edition of Important Product Tracing Expo from 21
August 2019 to 23 August 2019 in Shanghai Honggiao National Exhibition Centre. There were more than 280
exhibitors participated in the above mentioned exhibitions, which are expected to contribute a turnover of more
than RMB10 million to the Group in the next financial year. On the other hand, the Group has delivered a major
technology exhibition in Shanghai Honggiao Trade Centre, namely Japanese Technology and Culture Exhibition from
5 November 2018 to 31 March 2019.

During the Reporting Year, we delivered services in more than 66 exhibition events to our customers in the PRC.
The major events we organised like the product launch events, sales promotion events, music awards ceremony
and art exhibitions were successful and received general recognition from the market. Looking ahead, the Group
will continue to develop its project management team, sharpen its expertise as an event service provider and build
its reputation within the industry.

During the Reporting Year, the revenue in the exhibition business, events planning and related services segment
accounted for approximately 5.95% (2018: approximately 41.66%) of the Group’s total revenue. The profit in this
segment was approximately HK$15.74 million (2018: approximately HK$40.98 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

Looking ahead, the Group will continue to seek new business opportunities and investment in the PRC, as well as
further development of newly acquired exhibition services company in the PRC.

Cultural and Entertainment Comprehensive Services Platform
Operation of contracting services and entertainment equipment solution

The Group also successfully provided equipment advisory on the spectacle of light art, specialised sound and music,
interactive light and sound art installation projects for the players in the cultural and entertainment industries and
satisfactory performance was recorded during the Reporting Year.

Perfect stage effect is crucial, which the software materials and its services are needed to achieve a good stage
and visual effects, and accordingly, the Group has delivered numerous customised contracting and supply of
equipment services for more than 36 customers. During the Reporting Year, the revenue accounted for approximately
HK$198.49 million (2018: approximately HK$83.26 million) or approximately 34.45% (2018: approximately 32.77%)
of the Group’s total revenue. The profit in this segment was approximately HK$60.38 million (2018: approximately
HK$16.91 million).

Operation of brand management and related services

During the Reporting Year, the revenue in brand management and related services segment has increased by
approximately HK$8.81 million, or approximately 33.78% from approximately HK$26.08 million for the Previous
Year to approximately HK$34.89 million for the Reporting Year, as a result of our significantly increased number
of licensees to 48 stores from 21 stores for the Previous Year.

The increase in the number of licensees with our bar brand are set out as follows:

As at 30 June

2019 2018

20 Stores 16 Stores
13 Stores 4 Stores
13 Stores -
2 Stores 1 Store

Total 48 Stores 21 Stores
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Operation of promotion and consulting services

During the Reporting Year, the Group has achieved remarkable results from the promotion and consulting services
segment and our expansion in the PRC recorded a promising growth. During the Reporting Year, the revenue in the
promotion and consulting services segment accounted for approximately HK$276.77 million (2018: approximately
HK$37.74 million) or approximately 48.04% (2018: approximately 14.86%) of the Group's total revenue. The profit
in this segment was approximately HK$229.26 million (2018: approximately HK$21.38 million).

During the Reporting Year, the Group has completed the planning and execution of more than 100 notable
alcoholic promotion events in the PRC for the two top multinational alcoholic beverages suppliers. In addition, the
Group successfully delivered the promotion service for a leading mobile charging equipment producer in the PRC.
The revenue of promotion services was approximately HK$76.13 million (2018: approximately HK$18.21 million).

In view of numerous notable promotion events operated and the persistent high-quality services delivered by the
Group, many bars, clubs, pubs, restaurants and lounges basic members were successfully attracted to convert to
high tier diamond members. During the Reporting Year, the Group’s total high tier diamond members has increased
to 77 members (2018: 66).

Apart from the above, with the synergic advantages of &5 8 & (tranliterated as the “NOD Union Platform”
or the “NOD Union"), the Group has achieved remarkable results in the service of systematic business solution,
entertainment advisory, event planning and other ad hoc consultancy for more than 100 of clubs, lounges,
bars, restaurants and pubs during the Reporting Year, the revenue was approximately HK$152.22 million (2018:
approximately HK$6.10 million).

The increase in the number of stores with different business solution services are set out as follows:

As at 30 June

2019 2018
Cultural and entertainment stores 125 Stores 37 Stores
Total 125 Stores 37 Stores

Financing

Apart from the core money lending business, to further expand our financing services to our customers and enhance
the Group's income source, between July and November 2018, the Group has acquired a finance leasing services
company and a credit factoring company respectively that conducting leasing and credit factoring business in the
PRC. These acquisitions were the strategic step of the Group to introduce a new financing services to our existing
customers, especially those customers in investment and renovation of new entertainment stores. The Group believes
the finance leasing business and credit factoring business, are in collaboration with the contracting services and
entertainment equipment advisory and solution services we deliver, and will help to build a comprehensive services
platform to our customers from bars, restaurants, pubs and clubs.

Money Lending

The revenue in money lending has increased by approximately HK$3.09 million or approximately 275.89%, from
approximately HK$1.12 million for the Previous Year to approximately HK$4.21 million for the Reporting Year,
as a result of 3 loans lent out to independent third parties with the period ranged from 3 months to 7 months.

1"
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(Continued)

Finance Leasing

The revenue in finance lease has increased by approximately HK$14.27 million from nil for the Previous Year to
approximately HK$14.27 million for the Reporting Year, as a result of a significantly increase in the number of
equipment lessees to 57 stores from nil for the Previous Year.

The increase in the number of lessees from various cities in the PRC, including Shanghai, Beijing, Hefei, Yixing,

Kunshan, Hangzhou, Nanjing and Suzhou etc. are set out as follows:

As at 30 June
2019 2018

Number of lessees 57 -

Credit Factoring

Our credit factoring business is a finance service which allows customers to free up cash tied up in unpaid invoices.
The finance period given to customers ranges from 6 months to 12 months and the finance service allows business
owners to release up to 80% invoice value at an annual interest rate of 15% and above.

The revenue in credit factoring business has increased by approximately HK$13.22 million from nil for the Previous
Year to approximately HK$13.22 million for the Reporting Year, as a result of the increase of 8 new credit factoring

customers during the Reporting Year.

The increase in the number of credit factoring customers with the factoring loan amount from various business
sectors are set out as follows:

For the year ended 30 June

Number of customers Loan Granted

2019 2018 2019 2018

HK$’000 HK$000

Wine & liquor trading company 1 - 270,760 -
Artist agency company 1 - 35,507 -
Construction and renovation company 5 - 86,536 -
Grocery company 1 - 10,752 -
Total 8 - 403,555 -

During the Reporting Year, the Group has secured several major credit factoring contracts and granted factoring loans
of approximately HK$270.76 million in aggregate to a PRC leading wine & liquor trading customer, such factoring
loans represented approximately 67.09% of the Group’s total loan amount granted. The customer is one of the
leading and sizable wine & liquor trading company with high volume of customers that covering more than 100
cities in China. As at 30 June 2019, these loans to customer generated interest income of approximately HK$8.19
million and management fee income of approximately HK$1.91 million, representing approximately 31.85% of the
Group's total financing income.
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ECONOMIC OUTLOOK

The global economic growth has lost some steam since mid-2018, and has been decelerating in 2019 as envisaged.
The expected moderation in growth momentum in many of Hong Kong's key trading partners would dampen Hong
Kong's exports. Moreover, if the US-China trade tensions are to drag on or deteriorate, the impacts on Hong Kong's
external trade would become even more significant. On the political front, recent large-scale protests against a
proposed bill allowing extradition to China morphed into a broader pro-democracy uprising, the uncertainty and
unrest are poised to hurt the overall business and consumer sentiment.

Hong Kong Market

In the first and second quarters of 2019, Hong Kong's economic growth has slowed down to just 0.6% as compared
to the seven-year high of 4.61% in the first quarter of 2018. On the flip side, a tight labor market and likely
interest rate cuts from the Federal Reserve should support domestic demand, but the downshifts in retail sales and
trade growth signal that the economic environment will remain challenging. Overall, Hong Kong’s growth outlook
remains subdued amid the ongoing trade tensions between China and the US, and the growing social unrest.

The PRC Market

The PRC’s economy advanced 6.4% year-on-year in the March quarter of 2019, the same pace as in the previous
quarter but slightly above market expectations of a 6.3% expansion. Industrial output growth accelerated markedly
and consumer demand strengthened amid the government’s pro-growth policies, which helped stabilize the
sentiments rattled by the trade dispute with the US.

BUSINESS PROSPECTS OF THE GROUP

Exhibition and Exhibition Related Services

Facing the challenges ahead including increased competition, increased costs, growing social unrest and limited
exhibition market potential in Hong Kong, the overall exhibition performance is weakened during the Reporting
Year. Looking ahead, the Group will continue from time to time to seek new exhibition business partners and
investment opportunities to expand the exhibition business in the PRC that could enhance corporate development
and strengthen the income base of the Group.

In the future, the Group will continue to diversify our income stream and enhance our earning profile through
exploring investment opportunities in the PRC, which help capitalise on any growth opportunities and thereon to
enhance our shareholder’s value.

Cultural and Entertainment Comprehensive Services Platform

With the synergic advantages and customer base of the NOD Union following the Group’s completion of the
acquisition of Cheer Sino Group in 2018, the Group is able to extend its business operations through the
comprehensive services platform, which can be divided into three main categories of “Entertainment Operations
Management Solutions and Consulting Services”, “Comprehensive Entertainment Supply Chain Services” and
“Product Promotion and Marketing Planning Services”.

To date, the Group’s comprehensive services platform provided the following services:

1. Brand management and related services — providing bar brand management and related services under
the name of “PHEBE”, "MT"”, “U.CLUB” and “DrOscar”;

2. Promotion and consulting services — providing systematic entertainment solution and advisory services,
such as entertainment management consulting, event planning, construction and preparation consulting and
other ad hoc consultancy services;

13
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3.  Contracting services and entertainment equipment solution — providing and supplying of customized
and thematic entertainment equipment and software materials integration services to customers, which are
able to achieve good stage and visual effect, such as thematic equipment of bar lighting, audio and audio
system and stage machinery etc.;

4. Financing — providing finance lease and credit factoring services to entertainment stores and members;

5. Wine & liquor brand planning and solution services — supplying of wine and liquor, providing
comprehensive wine and liquor brand planning services to entertainment stores and members;

6.  Artist agency — providing booking coordination services of international popular disc jockey and artist agency
service to bars, club and lounges;

7. Products promotion services — including wine, liquor, e-cigarettes, power bank and other product promoting
services for suppliers.

The Group has embarked comprehensive wine & liquor brand planning and solution services, booking coordination
of artist agency services to entertainment stores and members during the Reporting Year. Overall, these services took
a good start in the Reporting Year, we are not only to build a sustainable relationship with our customers but also
to bring about the synergy from these services to supplement the growth of our comprehensive services platform.

The diagram below sets forth our entertainment comprehensive services platform structure that consists of several
business segments:

Sub-license
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The Group believes that such comprehensive services platform has afforded us synergic, effective and greater
satisfaction from our customers. The Group will continue to review the business operation from time to time and
adjust accordingly to meet the Group’s current and future business strategy.

FUTURE PLANS AND PROSPECTS

Increasingly, more cultural and entertainment store customers are relying on network information on new
products and services, and it is vital to expand our presence to develop and upgrade our network software in the
comprehensive services platform, which is included but not limited to an one-stop entertainment software as a
service application (transliterated as “SAAS”), namely X% &R (transliterated as “Great Wisdom Entertainment
online system services”). The network software services enable store customers to obtain the products and
services information and details from the network services system, which can also decrease their cost of inventory
management and boost their brand awareness.

The Group devoted to build a more complete industry and intends to provide music and performance solution
services, stores style design, and construction solutions to our existing music theme stores customers. To further
enhance the quality of services, the Group is planning to import artificial intelligence (“Al"), virtual reality technology
("VR") and 3D technology into the comprehensive services platform to cultural and entertainment stores customers
in the near future.

We also aim to step in the advertising field of cultural and entertainment industry, to provide advertising and
promotion solution services to store members, which would enhance the income of store members, as well
the income source of the Group. In conclusion, the Group devotes to continue the increase of the number of
entertainment store members, service types of platform and its frequency of services and thus to become a
competitive comprehensive services platform.

SIGNIFICANT INVESTMENTS

A net loss of approximately HK$30.01 million (2018: net loss of approximately HK$23.97 million) was recognised for
the Group’s financial assets at fair value through profit or loss during the Reporting Year. Such net loss comprised
of (i) the loss on fair value change of profit guarantee of approximately HK$15.62 million (2018: approximately
HK$24.76 million) and (ii) the loss on fair value change of early redemption right of approximately HK$14.39 million
(2018: Nil). Details can be referred to Note 9 of this report.

On 5 July 2018, an indirect wholly-owned subsidiary of the Company completed the acquisition of 100% equity
interest in CIS Industrial Co., Limited and its subsidiary (collectively referred to as the “CIS Industrial Group”) at
a consideration of HK$0.33 million, which was satisfied by cash. CIS Industrial Group is conducting finance leasing
business in the PRC.

On 5 November 2018, a direct wholly-owned subsidiary of the Company completed the acquisition of 100% equity
interest in Hananhal Investment Holding Co., Ltd and its subsidiary (collectively referred to as the “Hananhal
Group”) at a consideration of HK$0.10 million, which was satisfied by cash. Hananhal Group is conducting credit
factoring business in the PRC.

On 30 November 2018, an indirect wholly-owned subsidiary of the Company entered into a sale and purchase
agreement to acquire 51% equity interest in /8 RMEEREBRR AR (transliterated as Shanghai Mijia Hemao
Expo Co., Ltd. or “Shanghai Mijia”) (formerly known as E/&MMEREAR AT, transliterated as Shanghai Jiamao
Expo Co., Ltd.) (the “Shanghai Mijia Acquisition”), at a consideration of approximately RMB45.65 million
equivalent to approximately HK$51.43 million. The vendors are individuals and independent third parties not
connected with the Company and its connected persons as at the date of entering into the sale and purchase
agreement. The Shanghai Mijia Acquisition was completed on 26 February 2019.
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Pursuant to the terms of the sale and purchase agreement in relation to the acquisition of Shanghai Mijia, the
vendors agreed to sell 51% equity interest of Shanghai Mijia at a consideration of RMB45.65 million equivalent
to approximately HK$51.43 million in cash, of which RMB34.24 million equivalent to approximately HK$38.57
million was settled upon the fulfilment of all condition precedents in the sales and purchase agreement, and the
remaining RMB11.41 million equivalent to approximately HK$12.86 million will be settled upon the fulfilment of a
profit guarantee. The vendors undertook that the net profit of Shanghai Mijia in the audited financial statements
for each of the financial years ended 31 December 2019, 31 December 2020 and 31 December 2021 shall not be
less than RMB9.29 million, RMB11.91 million and RMB13.16 million respectively. If there is a shortfall on the profit
of Shanghai Mijia in each of the above periods, there will be a cash compensation or deduction of consideration
of the shortfall from the vendors to the Group.

The fair value of the above profit guarantee was based on a valuation conducted by an independent firm of
professional valuer after assessing the possibility of meeting the guarantee profit and certain assumptions of market
conditions. Shall the chance become higher on meeting the above profit guarantee, the possibility of requiring
the vendors to compensate and thus the fair value of the profit guarantee becomes lower. During the Reporting
Year, the Group recognised a loss on fair value change of the profit guarantee of approximately HK$15.62 million
(2018: approximately HK$24.76 million).

As at 30 June

2019 2018
HK$'000 HK$'000

Financial assets at fair value through profit or loss
— Guaranteed profit 10,634 16,785
— Unlisted investment fund 30,000 -
— Early redemption right from corporate bonds 16,230 -
56,864 16,785

Financial assets at fair value through profit or loss in terms of market value as
at 30 June 2019

An exhaustive list of stocks in terms of market value as at 30 June 2019

Percentage

to total

assets value

Number of  Investment Market of the

units held as cost as at value as Group as

Name of unlisted Brief description of the at 30 June 30 June at 30 June at 30 June

investment business 2019 2019 2019 2019
HK$'000 HK$'000

Lan Kwai Fong Fund SP Class A Shares and Class B Shares - 30,000 30,000 2.56%

participating in Lan Kwai Fong
Fund SP registered with the
United States Internal Revenue
Service. It uses rational leverage
through structured instruments
and invests in fixed-income
varieties safe high-yield fund
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MATERIAL ACQUISITION AND DISPOSAL

Save as disclosed in the section headed “Significant Investments” above and in the Note 34 to the consolidated
financial statements of the Group, there were no other material acquisitions or disposals of subsidiaries or associates
of the Company.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL RESOURCES

As at 30 June 2019, the Group's total current assets and current liabilities, were approximately HK$797.25 million (30
June 2018: approximately HK$302.91 million) and approximately HK$185.03 million (30 June 2018: approximately
HK$114.15 million) respectively, while the current ratio was about 4.31 times (30 June 2018: about 2.65 times).

As at 30 June 2019, the Group maintained cash and cash equivalents of approximately HK$212.95 million (30
June 2018: approximately HK$171.18 million). The cash and cash equivalents of the Group as at 30 June 2019
was mainly denominated in Hong Kong dollars (“HK$") and Renminbi (“RMB").

As at 30 June 2019 and 30 June 2018, the Group did not pledge any of its assets and had no material contingent
liabilities. The Group did not have any charges on its assets as at 30 June 2019 and 30 June 2018.

Capital Commitments

As at 30 June 2019, the Group had capital commitments contracted but not provided for in respect of acquisition
of property, plant and equipment of approximately HK$21.16 million (30 June 2018: Nil).

Capital Structure

As at 30 June 2019, the total equity of the Group was approximately HK$544.48 million (2018: approximately
HK$389.87 million). The increase was mainly attributable to the combined effect of (i) the increase in share capital
and share premium of approximately HK$0.02 million and approximately HK$15.32 million, respectively from the
exercise of the conversion rights attached to the third convertible bonds with principal amount of approximately
HK$8.00 million in relation to the acquisition of the entire share capital of Fortune Selection Limited and its
subsidiaries (the “Fortune Selection Group”) on 7 April 2017; and (ii) the profit for the year ended 30 June 2019
of approximately HK$107.32 million.

As at 30 June 2019, the Company’s issued share capital was approximately HK$2.93 million (2018: approximately
HK$2.91 million) with 1,462,900,000 (2018: 1,454,200,000) ordinary shares of HK$0.002 each in issue. The increase
in the issued number of shares was primarily due to the issuance of 8,700,000 ordinary shares for the exercise of
the conversion rights attached to the third convertible bonds with the principal amount of approximately HK$8.00
million in relation to the acquisition of the entire share capital of Fortune Selection Group on 7 April 2017.
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Borrowings

In the foreseeable future, the Group expects to fund its capital expenditures, working capital and other capital
requirements from the internal resources and other financing means which the Company may from time to time
consider appropriate. As at 30 June 2019, the Group’s borrowing, being the amount of the borrowing was
approximately HK$324.53 million (30 June 2018: approximately HK$2.59 million).

As at 30 June

2019 2018
HK$’000 HK$'000

Borrowings
Over 2 years and within 5 years 324,525 2,594
Total 324,525 2,594

The Group manages its capital to safeguard the Group’s ability to continue as a going concern while maximising
the return to shareholders through maintaining the equity and debt in a balanced position. As at 30 June 2019,
the borrowing of HK$324.53 million were unsecured and fixed interest rate bearing debt securities.

The gearing ratio is the ratio of total debt divided by total assets. As at 30 June 2019, the gearing ratio was
29.63% (30 June 2018: 0.40%).

SUBSEQUENT EVENTS

On 18 July 2019, an indirect wholly-owned subsidiary of the Company has entered into a one-year electronic
cigarette ("E-cigarette”) promotion services and consignment sales agreement with several independent third-party
suppliers respectively with the total contract amount of RMB50 million. Pursuant to which, the responsibilities of
the Company include provision of the E-cigarette sales channels at the designated entertainment stores (except
for Hong Kong, Macau and Taiwan) to suppliers; arrangement of E-cigarette events at designated entertainment
stores; provision of E-cigarette consignment services; and promotion and coordination services of E-cigarette. The
suppliers shall ensure the quality of E-cigarette products are strictly abided by Product Quality Law of the PRC
and the E-cigarette product will not infringe any legal rights of any third party, including trademarks, patents, etc.

The Company believes that the E-cigarette promotion services could enhance the Group’s income source and
improve its financial performance.

FUTURE PLANS FOR MATERIAL INVESTMENT OR CAPITAL ASSETS

The Group will continue to explore investment opportunities in the PRC to enhance its income source, which may or
may not include any assets and/or business acquisitions or disposals by the Group. Any such plans will be subject to
the review and approval by the board of directors of the Company and compliance with the applicable requirements
under the Rules (the “Listing Rules”) Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) where appropriate. The Group may also implement debt and/or equity fund raising
plan(s) to satisfy the financing needs arising out of any business development of the Group as well as to improve its
financial position in the event that suitable investment opportunities arise.
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FUND RAISING ACTIVITIES IN THE PAST TWELVE MONTHS

Save as disclosed below, there were no other equity fund raising activities of the Company during the last 12
months prior to the date of this report:

Date of Fund raising Approximate net Actual use

announcements activity proceeds Intended use of proceeds of proceeds

11 June 2018, Placing of bonds HK$4.5 million (i)  Development of existing exhibition and Used as Intended
6 August 2018 related business, brand management,

financing business, entertainment
promotion and consultancy business;

(i) Investment activities when such suitable
investment opportunities arise; and

(i)  General working capital of the Group

16 October 2018, Placing of bonds HK$294.0 million (i) Development of existing equipment Used as Intended
5 November 2018, contracting services, entertainment
8 November 2018 equipment solution services, finance lease

and commercial factoring business; and

(ii) Investment activities when such suitable
investment opportunities arise, with any
remaining balance to be used as general
working capital of the Group

EXPOSURE TO FLUCTUATION IN EXCHANGE RATES

The Group manages or operates its business in Hong Kong and the PRC and is exposed to foreign exchange risk
arising from various currency exposures, primarily with respect to United States dollars (“US$") and RMB. The
Group has no significant direct exposure to foreign currencies as most of the commercial transactions, assets and
liabilities are denominated in a currency same as the functional currency of each entity of the Group and has not
employed any financial instruments for hedging purpose.

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2019, the Group had a total of 184 full-time employees in Hong Kong and the PRC (2018: 75 full-time
employees). The remuneration payable to its employees included salaries, discretionary bonus and commissions.
Remuneration packages were generally structured according to market situations and individual performance. Apart
from the mandatory provident fund and statutory retirement benefits, the Group also provided medical benefits and
trainings to its employees. The Company has also adopted a share option scheme as incentive to eligible employees.

Furthermore, the remuneration committee of the Board will review and give recommendations to the Board as to
the compensation package of the Directors and senior management of the Group with reference to salaries paid by
comparable companies, time commitment and responsibilities of the Directors and senior management of the Group.
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The board (the “Board”) of directors (the “Director(s)”) of NOVA Group Holdings Limited (formerly known as
Mega Expo Holdings Limited) (the “Company”) (together with its subsidiaries, the “Group”) is pleased to present
the corporate governance report for the year ended 30 June 2019 (the “Reporting Year”). This report describes
how the Group has applied its corporate governance practices to its daily activities.

CORPORATE GOVERNANCE PRACTICES AND COMPLIANCE WITH THE
CORPORATE GOVERNANCE CODE

The Company has applied the principles and adopted all code provisions, where applicable, as set out in the
Corporate Governance Code and Corporate Governance Report (the “CG Code”) as contained in Appendix 14 to
the Rules (the “Listing Rules”) Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) as its own code of corporate governance.

The Company reviews its corporate governance practices regularly to ensure compliance with the CG code. During
the Reporting Year, the Company has applied the principles and complied with all applicable code provisions as
set out in the CG Code except for the following deviation:

o Under code provision A.7.1, an agenda and accompanying board papers should be sent, in full, to the
Directors at least three days before the intended date of a Board or Board committee meeting. For practical
reasons, an agenda and accompanying board papers may not be sent in full three days in advance of the
meeting concerned, especially in case of meetings held on an ad hoc basis. The Company will endeavour to
send the agenda and accompanying board papers in full to the Board and Board committees three days in
advance to the extent practicable.

Except for the above deviation from the CG Code, the Board is of the view that the Company has complied with
the CG Code for the Reporting Year. The Company reviews its corporate governance practices regularly to ensure
compliance with the CG code.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules as the Company’s code of conduct for dealings in securities
of the Company by the Directors. In response to the specific enquiry made by the Company, each of the Directors
confirmed that he had complied with the Model Code during the Reporting Year.

CONSTITUTIONAL DOCUMENTS

Subsequent to the adoption of the memorandum and articles of association of the Company (the "M&A") upon
listing of the shares of the Company on the Stock Exchange pursuant to the shareholders resolution of the Company
passed on 18 October 2013, no amendment to the M&A has been made.

BOARD OF DIRECTORS

Board Composition

As at 30 June 2019, the Board comprised two executive Directors and four independent non-executive Directors.
The composition of the Board and its changes during the Reporting Year and up to date of this annual report are
as follows:

Executive Directors

Mr. Deng Zhonglin (Chairman)
Mr. Xu Feng (Chief Executive Officer)

Independent Non-executive Directors

Mr. Choi Hung Fai

Mr. Tsang Wing Ki

Dr. Wong Kong Tin, JP

Mr. Qiu Peiyuan (Appointed on 11 October 2018)
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The biographical details, relationships among them and the terms of appointment of the Directors (including the
independent non-executive Directors) as at 30 June 2019 are set out in the section headed “Biographical Details
of Directors” of this annual report.

The Board believes that it has a balanced composition of executive Directors and independent non-executive Directors
and there is a strong independent element in the Board, which can effectively exercise independent judgment. As at
30 June 2019, the Company had four independent non-executive Directors who provide the Group with adequate
check and balance. Each of them is considered to be independent and has complied with the provisions set out in
Rule 3.13 of the Listing Rules. Their functions are not limited to a restricted scope and they have contributed to
the Group with diversified industry expertise, and advised on the Group’s management and proceedings.

One of the independent non-executive Directors, namely Mr. Tsang Wing Ki, has appropriate professional accounting
qualifications and related financial management expertise as required under Rule 3.10(2) of the Listing Rules.

Responsibilities of the Board and Delegation

The Board is responsible for the approval and monitoring of the Group’s overall strategies and policies, the
approval of business plans and the evaluation of their performance, the oversight and review of the management
and corporate governance function. It is also responsible for promoting the success of the Group's businesses by
directing and supervising the Group’s affairs. The Board delegates day-to-day operations of the Group to executive
Directors and senior management of the Group while reserving certain key matters for its approval. The Board
committees for specific functions are also set up to ensure efficient Board operations. The respective functions and
responsibilities reserved to the Board and those delegated to Board committees have been clearly set out in their
respective terms of reference. Decisions of the Board are communicated to the management through executive
Directors who have attended the Board meetings.

Corporate Governance Functions and Duties
The Board is responsible for performing the corporate governance functions with the following duties:

(@) to develop and review the Company's policies and practices on corporate governance and make
recommendations on any changes and updating;

(b) to review and monitor the training and continuous professional development of Directors and senior
management of the Company;

() to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements;

(d)  to develop, review and monitor the code of conduct and compliance manual (if any) applicable to employees
of the Company and Directors; and

(e)  to review the Company’s compliance with the CG Code and disclosure in this report.

During the Reporting Year, the corporate governance duties performed by the Board were summarised as follows:
(@) reviewed the Company’s corporate governance policies and practices;

(b)  reviewed the Company’s policies and practices on compliance with legal and regulatory requirements;

(c)  reviewed the Company’s compliance with the CG Code and disclosure in this report;

(d)  reviewed the training and continuous professional development of the Directors and senior management of
the Company; and

(e) reviewed the code of conduct and compliance manual applicable to employees of the Company and the
Directors.
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Chairman and Chief Executive Officer

The roles of the chairman (the “Chairman”) and the chief executive officer (the “"CEOQ") of the Company are
separate and are exercised by different individuals. Mr. Deng Zhonglin, an executive Director and the Chairman is
responsible for the leadership of the Board to ensure that it works effectively and discharges its responsibilities,
and that all key and appropriate issues are discussed by the Board in a timely manner.

Mr. Xu Feng, the CEQ, heads the management for implementing the strat