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CHARACTERISTICS OF GEM
GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make
the decision to invest only after due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to professional and other
sophisticated investors.
Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board
of the Stock Exchange and no assurance is given that there will be a liquid market in the securities
traded on GEM.
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DEFINITIONS
In this circular, unless the context otherwise requires, the following expressions have the following
respective meanings:
‘‘Announcement’’

the announcement of the Company dated 23 December 2011
relating to the Continuing Connected Transactions;

‘‘Annual Cap(s)’’

the maximum annual amount of each of the Continuing
Connected Transactions to be transacted for each of the three
financial years of the Company ending 31 July 2014;

‘‘Artistes’’

the artistes who are managed by or otherwise represented (or to
be managed or otherwise represented) by the eSun Associated
Group;

‘‘Artistes Engagement Framework
Agreement’’

the artistes engagement framework agreement dated 23 December
2011 and entered into between the Company and eSun in respect
of the engagement of the Artistes for the Company’s business
projects in the course of the Company’s business;

‘‘Artistes Engagement Subject
Agreement(s)’’

(i)

various individual engagement agreements for the
engagement of certain Artistes entered into between certain
members of the Group and certain members of the eSun
Associated Group prior to the date of the Artistes
Engagement Framework Agreement; and

(ii)

any agreement to be entered into during the subsistence of
the Artistes Engagement Framework Agreement between,
among others, on the one hand any member of the eSun
Associated Group and on the other hand any member of the
Group concerning the engagement of any Artistes whether
or not such engagement involves the payment of any
financial consideration or other benefits between the parties
to such agreement;

‘‘associate(s)’’

has the meaning ascribed to it under the GEM Listing Rules;

‘‘Board’’

the board of Directors;

‘‘BVI’’

the British Virgin Islands;

‘‘Bye-laws’’

Bye-laws of the Company as amended, supplemented or
otherwise modified from time to time;

‘‘Capital Artists’’

Capital Artists Limited, a company established under the laws of
Hong Kong and a wholly-owned subsidiary of eSun;
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‘‘Capital Artists Music Catalogue
Licence Agreement’’

the Music Catalogue Licence Agreement dated 23 December 2011
and entered into between Capital Artists, the Company and eSun
in respect of the grant of licence by Capital Artists to the
Company to certain music works and karaoke music videos in the
PRC and Macau;

‘‘CD’’

compact disc;

‘‘Company’’

Media Asia Group Holdings Limited, a company incorporated in
the Cayman Islands and continued in Bermuda as an exempted
company with limited liability, the shares of which are listed and
traded on GEM (Stock Code: 8075);

‘‘Concert Co-production
Framework Agreement’’

the concert co-production framework agreement dated 23
December 2011 and entered into between the Company and eSun
in respect of the co-production of concerts;

‘‘Concert Co-production Subject
Agreement(s)’’

any agreement to be entered into during the subsistence of the
Concert Co-production Framework Agreement between, among
others, on the one hand any member of the eSun Associated
Group and on the other hand any member of the Group
concerning the co-production of concerts;

‘‘connected person(s)’’

has the meaning ascribed to it in Rule 1.01 of the GEM Listing
Rules and as extended by Rule 20.11 of the GEM Listing Rules;

‘‘Continuing Connected
Transactions’’

each of the continuing connected transactions contemplated under
(i) the Artistes Engagement Framework Agreement; (ii) the Music
Catalogue Licence Agreements; (iii) the Film Library Licence
Agreements; and (iv) the Concert Co-production Framework
Agreement for the three financial years of the Company ending
31 July 2014, collectively, the ‘‘Continuing Connected
Transactions’’;

‘‘controlled entity(ies)’’

in respect of any party, an entity which is regarded as a
controlled entity of that party according to the Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants;

‘‘controlling shareholder’’

has the meaning ascribed to it under the GEM Listing Rules;

‘‘Directors’’

the directors of the Company;

‘‘DVD’’

digital video disc or digital versatile disc;

‘‘East Asia’’

East Asia Music (Holdings) Limited, a company established under
the laws of Hong Kong and a wholly-owned subsidiary of eSun;
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‘‘East Asia Music Catalogue
Licence Agreement’’

the Music Catalogue Licence Agreement dated 23 December 2011
and entered into between East Asia, the Company and eSun in
respect of the grant of licence by East Asia to the Company to
certain music works and karaoke music videos in the PRC and
Macau;

‘‘eSun’’

eSun Holdings Limited, an exempted company incorporated in
Bermuda with limited liability, the shares of which are listed and
traded on the Main Board of the Stock Exchange (Stock Code:
571);

‘‘eSun Associated Group’’

eSun and/or any of its associates (excluding any member of the
Group) from time to time;

‘‘Film Gross Receipts’’

the sums actually received by the Company from the exploitation
of any or all of the rights granted to it under the licence under the
relevant Film Library Licence Agreement, provided that any
amount which cannot be remitted to the Company as part of the
Film Gross Receipts for any reason will only be included when
actually collected by the Company (less any costs, discounts or
expenses incurred in obtaining a remittance);

‘‘Film Library Licence
Agreements’’

(i) the Media Asia Distribution (BVI) Film Library Licence
Agreement and (ii) the Media Asia Distribution (HK) Film
Library Licence Agreement; each a ‘‘Film Library Licence
Agreement’’;

‘‘Film Library Sublicensee’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (c) Film Library Licence
Agreements’’ set out in the ‘‘Letter from the Board’’ contained in
this circular;

‘‘Film Library Subsublicensee(s)’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (c) Film Library Licence
Agreements’’ set out in the ‘‘Letter from the Board’’ contained in
this circular;

‘‘Film Minimum Shortfall’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (c) Film Library Licence
Agreements’’ set out in the ‘‘Letter from the Board’’ contained in
this circular;
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‘‘Film Net Receipts’’

the Film Gross Receipts less:
(i)

the costs and disbursements actually incurred by the
Company from the exploitation of any or all of the rights
granted to it under the licence under the relevant Film
Library Licence Agreement. For the avoidance of doubt,
such deductible costs shall not include any costs of taking
any proceedings or taking any action pursuant to the
relevant Film Library Licence Agreement to enforce the
rights in the films; and

(ii)

all taxes, costs and expenses incurred by the Company in
connection with the Film Gross Receipts or for the
transmission of payments to the Company in the PRC and
Macau which are attributable to the relevant film licence;

‘‘Film Shortfall Amount’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (c) Film Library Licence
Agreements’’ set out in the ‘‘Letter from the Board’’ contained in
this circular;

‘‘Fortunate Sound’’

Fortunate Sound Limited, a company established under the laws
of Hong Kong and a wholly-owned subsidiary of eSun;

‘‘Fortunate Sound Music Catalogue
Licence Agreement’’

the Music Catalogue Licence Agreement dated 23 December 2011
and entered into between Fortunate Sound, the Company and
eSun in respect of the grant of licence by Fortunate Sound to the
Company to certain music works and karaoke music videos in the
PRC and Macau;

‘‘GEM’’

the Growth Enterprise Market of the Stock Exchange;

‘‘GEM Listing Rules’’

the Rules Governing the Listing of Securities on GEM;

‘‘Group’’

the Company and/or its subsidiaries from time to time;

‘‘Hercules Capital’’ or
‘‘Independent Financial Adviser’’

Hercules Capital Limited, a licensed corporation under the SFO
registered to conduct Type 6 (advising on corporate finance)
regulated activity as defined under the SFO, and an independent
financial adviser appointed by the Independent Board Committee
to advise the Independent Board Committee and the Independent
Shareholders on the Artistes Engagement Framework Agreement,
each of the Music Catalogue Licence Agreements, each of the
Film Library Licence Agreements, and the Concert Co-production
Framework Agreement and the transactions contemplated
thereunder and the respective proposed Annual Caps;

‘‘HK$’’

Hong Kong dollars, the lawful currency of Hong Kong;
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‘‘Hong Kong’’

the Hong Kong Special Administrative Region of the PRC;

‘‘Independent Board Committee’’

an independent board committee of the Board comprising all the
independent
non-executive
Directors
formed
to
make
recommendation to the Independent Shareholders in respect of
the Artistes Engagement Framework Agreement, each of the
Music Catalogue Licence Agreements, each of the Film Library
Licence Agreements, and the Concert Co-production Framework
Agreement and the transactions contemplated thereunder and the
respective proposed Annual Caps;

‘‘Independent Shareholders’’

all Shareholders other than Perfect Sky;

‘‘Latest Practicable Date’’

15 February 2012, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining certain
information contained in this circular;

‘‘Listing Rules’’

the Rules Governing the Listing of Securities on the Main Board
of the Stock Exchange;

‘‘Macau’’

the Macau Special Administrative Region of the PRC;

‘‘Media Asia Distribution (BVI)’’

Media Asia Distribution Ltd., a company established under the
laws of the BVI and a wholly-owned subsidiary of eSun;

‘‘Media Asia Distribution (BVI)
Film Library Licence
Agreement’’

the Film Library Licence Agreement dated 23 December 2011
and entered into between Media Asia Distribution (BVI), the
Company and eSun in respect of the grant of licence by Media
Asia Distribution (BVI) to the Company to certain films;

‘‘Media Asia Distribution (HK)’’

Media Asia Distribution (HK) Limited, a company established
under the laws of Hong Kong and a wholly-owned subsidiary of
eSun;

‘‘Media Asia Distribution (HK)
Film Library Licence
Agreement’’

the Film Library Licence Agreement dated 23 December 2011
and entered into between Media Asia Distribution (HK), the
Company and eSun in respect of the grant of licence by Media
Asia Distribution (HK) to the Company to certain films;

‘‘Music Catalogue Licence
Agreements’’

(i) the Capital Artists Music Catalogue Licence Agreement; (ii)
the East Asia Music Catalogue Licence Agreement and (iii) the
Fortunate Sound Music Catalogue Licence Agreement; each a
‘‘Music Catalogue Licence Agreement’’;

‘‘Music Catalogue Sublicensee’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (b) Music Catalogue
Licence Agreements’’ set out in the ‘‘Letter from the Board’’
contained in this circular;
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‘‘Music Catalogue
Subsublicensee(s)’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (b) Music Catalogue
Licence Agreements’’ set out in the ‘‘Letter from the Board’’
contained in this circular;

‘‘Music Gross Receipts’’

the sums actually received by the Company from the exploitation
of any or all of the rights granted to it under the music works
licence and karaoke music videos licence under the relevant
Music Catalogue Licence Agreement, provided that any amount
which cannot be remitted to the Company as part of the Music
Gross Receipts for any reason will only be included when
actually collected by the Company (less any costs, discounts or
expenses incurred in obtaining a remittance);

‘‘Music Minimum Shortfall’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (b) Music Catalogue
Licence Agreements’’ set out in the ‘‘Letter from the Board’’
contained in this circular;

‘‘Music Net Receipts’’

the Music Gross Receipts less:
(i)

the costs and disbursements actually incurred by the
Company from the exploitation of any or all of the rights
granted to it under the music works licence and the karaoke
music videos licence under the relevant Music Catalogue
Licence Agreement and which are attributable to the
relevant music works licence and karaoke music videos
licence; and

(ii)

all taxes, costs and expenses incurred by the Company in
connection with the Music Gross Receipts or for the
transmission of payments to the Company in the PRC and
Macau and which are attributable to the relevant music
works licence and karaoke music videos licence;

‘‘Music Shortfall Amount’’

has the meaning ascribed to it under the section headed
‘‘Continuing Connected Transactions — (b) Music Catalogue
Licence Agreements’’ set out in the ‘‘Letter from the Board’’
contained in this circular;

‘‘Option Holder’’

holder of the Share Options;

‘‘Percentage Ratio(s)’’

the percentage ratio(s) as set out in Rule 19.07 of the GEM
Listing Rules to be applied for determining the classification of a
transaction;
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‘‘Perfect Sky’’

Perfect Sky Holdings Limited, a company established under the
laws of the BVI and a wholly-owned subsidiary of eSun, directly
holding approximately 51.09% of the existing issued share capital
of the Company;

‘‘PRC’’

the People’s Republic of China excluding Hong Kong, Macau and
Taiwan for the purpose of this circular;

‘‘Relevant eSun Associate’’

the relevant member of the eSun Associated Group that is
authorised to represent and negotiate any Artistes Engagement
Subject Agreement on behalf of a particular Artiste from time to
time;

‘‘Relevant Group Member’’

the relevant member of the Group that is appointed by the
Company to negotiate and enter into any Artistes Engagement
Subject Agreement from time to time;

‘‘RMB’’

Renminbi, the lawful currency of the PRC;

‘‘SFO’’

Securities and Futures Ordinance (Chapter 571 of the laws of
Hong Kong) (as amended from time to time);

‘‘SGM’’

a special general meeting of the Company to be convened and
held to consider, and if thought fit, approve the Artistes
Engagement Framework Agreement, each of the Music Catalogue
Licence Agreements, each of the Film Library Licence
Agreements, and the Concert Co-production Framework
Agreement, and the transactions contemplated thereunder and the
respective proposed Annual Caps;

‘‘Share(s)’’

ordinary share(s) of HK$0.01 each in the capital of the Company;

‘‘Share Options’’

the outstanding options granted by the Company under the Share
Option Scheme to subscribe for certain Shares as at the Latest
Practicable Date;

‘‘Share Option Scheme’’

the share option scheme of the Company approved by the then
Shareholders on 19 November 2009;

‘‘Shareholders’’

holders of the Shares;

‘‘Stock Exchange’’

The Stock Exchange of Hong Kong Limited;

‘‘subsidiary(ies)’’

has the meaning ascribed to it under the GEM Listing Rules;
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‘‘Working Capital’’

includes royalties charges, preparation and entertainment,
promotion and advertisement, artiste fee, production and stage
expenses, operation expenses for stage set-up, lighting, audiovisual equipment, ticketing expenses, credit card commission,
audience riser and all other necessary costs and expenses in
connection with the applicable concert as described in greater
detail in the budget to any such concert applicable; and

‘‘%’’

per cent.
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Media Asia Group Holdings Limited
(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)

(Stock Code: 8075)
Executive Directors:
Dr. Lam Kin Ngok, Peter (Chairman)
Mr. Yu Feng
Mr. Choi Chiu Fai, Stanley
Mr. Tang Jun (Chief Executive Officer)
Mr. Lui Siu Tsuen, Richard
Mr. Chan Chi Kwong
Ms. Etsuko Hoshiyama
Mr. Chan Chi Ming, Alvin

Registered office:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda
Head office and principal place of business
in Hong Kong:
11th Floor
Lai Sun Commercial Centre
680 Cheung Sha Wan Road
Kowloon
Hong Kong

Independent non-executive Directors:
Mr. Chan Chi Yuen
Mr. Zhang Xi
Mr. Ng Chi Ho, Dennis

17 February 2012
To the Shareholders and for information only, the Option Holder
Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO
(1) THE ARTISTES ENGAGEMENT FRAMEWORK AGREEMENT;
(2) THE MUSIC CATALOGUE LICENCE AGREEMENTS;
(3) THE FILM LIBRARY LICENCE AGREEMENTS; AND
(4) THE CONCERT CO-PRODUCTION FRAMEWORK AGREEMENT
AND
NOTICE OF THE SPECIAL GENERAL MEETING
INTRODUCTION
Reference is made to the Announcement in relation to the Continuing Connected Transactions
under (i) the Artistes Engagement Framework Agreement; (ii) each of the Music Catalogue Licence
Agreements; (iii) each of the Film Library Licence Agreements; and (iv) the Concert Co-production
Framework Agreement and the relevant proposed Annual Caps.
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The Board wishes to advise that on 23 December 2011, the Company entered into the following
agreements:
(i)

the Artistes Engagement Framework Agreement with eSun in relation to the arrangement for
the engagements of the Artistes by the Group for its business projects carried out in the
ordinary course of business;

(ii)

the Concert Co-production Framework Agreement with eSun in relation to the arrangement
for the co-production of concerts by both parties;

(iii) the Capital Artists Music Catalogue Licence Agreement, the East Asia Music Catalogue
Licence Agreement and the Fortunate Sound Music Catalogue Licence Agreement with
Capital Artists, East Asia and Fortunate Sound (as licensors) (collectively, the ‘‘Music
Licensors’’ and individually, the ‘‘Music Licensor’’) and eSun (as the designated
representative of the Music Licensors) respectively in relation to the grant of licences by the
Music Licensors to the Company to enable the Company to exploit the music works
(including karaoke music videos) owned by the Music Licensors in the territories of the PRC
and Macau; and
(iv) the Media Asia Distribution (BVI) Film Library Licence Agreement and the Media Asia
Distribution (HK) Film Library Licence Agreement with Media Asia Distribution (BVI) and
Media Asia Distribution (HK) (as licensors) (collectively, the ‘‘Film Licensors’’ and
individually, the ‘‘Film Licensor’’), and eSun (as the designated representative of the Film
Licensors) respectively in relation to the grant of licences by the Film Licensors to the
Company to enable the Company to exploit the rights in the films owned or acquired by, or
licensed to, the Film Licensors in the territories of the PRC and Macau.
The Independent Board Committee, comprising three independent non-executive Directors namely
Mr. Chan Chi Yuen, Mr. Zhang Xi, and Mr. Ng Chi Ho, Dennis, has been established to advise the
Independent Shareholders as to whether the terms under the Continuing Connected Transactions and the
relevant proposed Annual Caps are fair and reasonable and whether such Continuing Connected
Transactions are in the interests of the Company and the Shareholders as a whole and to advise and
make recommendation to the Independent Shareholders as to how to vote at the SGM on the ordinary
resolutions regarding the Continuing Connected Transactions. Hercules Capital has been appointed the
Independent Financial Adviser to advise the Independent Board Committee and the Independent
Shareholders in this respect.
The purpose of this circular is (i) to provide the Shareholders with further information regarding
the details of the Continuing Connected Transactions and the relevant proposed Annual Caps; (ii) to set
out the recommendation of the Independent Board Committee to the Independent Shareholders and the
advice of the Independent Financial Adviser to the Independent Board Committee and the Independent
Shareholders; and (iii) to give the Shareholders the notice of the SGM and other information in
accordance with the requirements of the GEM Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS
The details of each of the Continuing Connected Transactions are set out below:
(a)

Artistes Engagement Framework Agreement

The principal terms of the Artistes Engagement Framework Agreement are summarised
below:
Date:

23 December 2011

Parties:

(a)

The Company; and

(b)

eSun

Condition precedent:

The Artistes Engagement Framework Agreement shall be
conditional upon the passing of a resolution by the Independent
Shareholders at the SGM approving the terms and provisions of
the Artistes Engagement Framework Agreement and the matters
and transactions contemplated thereunder.
In the event that the condition shall not have been fulfilled prior
to 31 March 2012 (or such other date as may be agreed by the
parties in writing), the Artistes Engagement Framework
Agreement shall cease to be of any effect save in respect of
claims arising out of any antecedent breach.

Term:

The term of the Artistes Engagement Framework Agreement shall
commence on the date of the Artistes Engagement Framework
Agreement and shall continue until 31 July 2014, which may be
renewed by the parties before its termination provided that the
requirements under the GEM Listing Rules in relation to
continuing connected transactions are strictly complied with.

Engagement services
and Artistes
Engagement Subject
Agreement:

The Company envisions, in the course of its business, engaging
Artistes for its business projects including without limitation, film
production, concert events production and performances, events
management, advertising and publicity, public relations, new
media and generally any and all entertainment businesses subject
to the terms and conditions of the Artistes Engagement
Framework Agreement and the Artistes Engagement Subject
Agreements.
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Whenever any Relevant Group Member wishes to engage any
Artiste, eSun shall procure the Relevant eSun Associate, and the
Company shall procure the Relevant Group Member, to negotiate
in good faith and on an arm’s length basis and in accordance with
normal custom for artiste engagement in Hong Kong the terms
and provisions of an Artistes Engagement Subject Agreement,
provided always that such terms and provisions shall be (and any
Artistes Engagement Subject Agreement thus negotiated shall
state that they are to be applied and interpreted in a manner that
is) consistent with the terms and provisions of the Artistes
Engagement Framework Agreement.
Upon completion of the negotiation of such Artistes Engagement
Subject Agreement, eSun shall procure the Relevant eSun
Associate to exercise its reasonable endeavours to seek the
approval of such Artiste for the Relevant eSun Associate to enter
into the Artistes Engagement Subject Agreement. Notwithstanding
the foregoing, the parties acknowledge that, when a Relevant
eSun Associate negotiates any Artistes Engagement Subject
Agreement with the Relevant Group Member, it does so as the
manager and/or agent of the Artiste, and shall always act upon
the instructions, wishes and the best interests of such Artiste.
Subject to the foregoing, eSun shall ensure that the Relevant eSun
Associate shall offer to the Relevant Group Member terms and
conditions, on which such services are to be provided to the
Relevant Group Member by any such Artiste and/or any Relevant
eSun Associate, which are no less favourable than those offered
to any independent third party.
The parties shall procure that each Artistes Engagement Subject
Agreement shall comply with the following rules:
(a)

the term of such Artistes Engagement Subject Agreement
shall not exceed the term of the Artistes Engagement
Framework Agreement or the term as extended pursuant to
its terms; and

(b)

the annual aggregate amount of the consideration to be paid
under any and all Artistes Engagement Subject Agreements
shall not exceed the relevant Annual Cap.
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The parties acknowledge that certain members of the Group on
the one hand and certain members of the eSun Associated Group
on the other hand have entered into various individual
engagement agreements for the engagement of certain Artiste(s)
for certain project(s) between September and December 2011,
which was prior to the date of the Artistes Engagement
Framework Agreement. Such agreements fall within the
definition of Artistes Engagement Subject Agreements and shall
be bound by the terms and conditions of the Artistes Engagement
Framework Agreement. Up to and including the Latest Practicable
Date, as the aggregate amount paid in respect of these
engagement agreements is (i) less than 5% of the applicable
Percentage Ratios, and (ii) less than HK$1 million, each of these
transactions is exempt from the reporting, annual review,
announcement
and
independent
shareholders’
approval
requirements of Rule 20.33 of the GEM Listing Rules. However,
these transactions will be included (together with future Artistes
Engagement Subject Agreements) for the purpose of computing
the Annual Cap concerning the Continuing Connected
Transactions (in respect of the financial year ending 31 July
2012) if the Artistes Engagement Framework Agreement is
approved by the Independent Shareholders.
The provision of the engagement services of the eSun Associated
Group under the Artistes Engagement Framework Agreement and
any of the Artistes Engagement Subject Agreements is on a nonexclusive basis. The members of the eSun Associated Group may
provide engagement services to its member(s) or other
independent third parties.
Consideration:

Consideration (i.e. any payments made by any member of the
Group under any Artistes Engagement Subject Agreement to any
member of the eSun Associated Group, whether for the benefit of
the Artistes or for the benefit of the member of the eSun
Associated Group) for the services to be provided by any member
of the eSun Associated Group or the Artistes shall constitute a
consideration under the Artistes Engagement Framework
Agreement.
Such consideration shall be set out in the relevant Artistes
Engagement Subject Agreements. Depending on the nature of the
Artistes Engagement Subject Agreements, the consideration
payable may be settled in stages, in which case the consideration
payable may be allocated over two or more annual cap periods.
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Maximum
consideration:

Notwithstanding any provisions in the Artistes Engagement
Subject Agreement(s) to the contrary, the annual aggregate
amount of consideration to be paid under all of the Artistes
Engagement Subject Agreements shall be subject to the relevant
Annual Caps.
In the event that for any financial year during the term of the
Artistes Engagement Framework Agreement, the annual aggregate
amount of the consideration to be paid under the Artistes
Engagement Subject Agreement(s) will exceed the relevant
Annual Cap, then (a) the Company shall re-comply with the
reporting, announcement and independent shareholders’ approval
requirements under Chapter 20 of the GEM Listing Rules before
such Annual Cap is exceeded to enable the relevant member(s) of
the Group to effect the payment of the relevant excess amount to
the relevant member(s) of the eSun Associated Group; and (b) the
relevant member of the Group shall remain liable for the excess
amount but may delay payment of the excess amount until the
Company shall have fully complied with the requirements of the
GEM Listing Rules.

(b)

Music Catalogue Licence Agreements

On 23 December 2011, the Company (as licensee), entered into the Capital Artists Music
Catalogue Licence Agreement, the East Asia Music Catalogue Licence Agreement and the
Fortunate Sound Music Catalogue Licence Agreement with Capital Artists, East Asia and Fortunate
Sound (all as Music Licensors), and eSun (as designated representative of the Music Licensors)
respectively. The Music Catalogue Licence Agreements are conditional upon (i) Independent
Shareholders’ approval; and (ii) the Company having issued a certificate to the relevant Music
Licensors that its relevant controlled entity has obtained all relevant regulatory approvals in the
PRC necessary for the operation of its intended business described in each of the Music Catalogue
Licence Agreements.
Pursuant to the Music Catalogue Licence Agreements, the Music Licensors have
conditionally agreed, from the date on which the Music Catalogue Licence Agreements become
unconditional, to grant to the Company an exclusive, non-transferable and irrevocable licence, with
right to sublicense as set out below, of certain music works and karaoke music videos in the PRC
and Macau. The term of the Music Catalogue Licence Agreements shall commence from the date
thereof and, unless earlier terminated in accordance with the provision thereof, shall continue until
31 July 2014.
All of the Music Catalogue Licence Agreements contain the same principal terms (except for
(i) the counterparty; and (ii) the underlying specific pieces of music works and karaoke music
videos of the licence held by the three Music Licensors).
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(i)

(ii)

Capital Artists Music Catalogue Licence Agreement
Date:

23 December 2011

Parties:

(a)

Licensor: Capital Artists;

(b)

Licensee: The Company; and

(c)

Designated representative of the licensor: eSun

East Asia Music Catalogue Licence Agreement
Date:

23 December 2011

Parties:

(a)

Licensor: East Asia;

(b)

Licensee: The Company; and

(c)

Designated representative of the licensor: eSun

(iii) Fortunate Sound Music Catalogue Licence Agreement
Date:

23 December 2011

Parties:

(a)

Licensor: Fortunate Sound;

(b)

Licensee: The Company; and

(c)

Designated representative of the licensor: eSun

The principal terms of the Music Catalogue Licence Agreements are summarised below:
Conditions precedent:

The licence of the subject matter under each of the Music
Catalogue Licence Agreements shall be conditional upon (i) the
passing of a resolution by the Independent Shareholders at the
SGM approving the terms of each of the Music Catalogue
Licence Agreements and the matters and transactions
contemplated thereunder; and (ii) the Company having issued a
certificate to the Music Licensors that its relevant controlled
entity has obtained all relevant regulatory approvals in the PRC
necessary for the operation of its intended business described in
each of the Music Catalogue Licence Agreements (together with
any evidence that the relevant licensor may reasonably require).
In the event that such conditions shall not have been fulfilled
prior to 31 March 2012 (or such other date as may be agreed by
the parties in writing), then each of the Music Catalogue Licence
Agreements shall cease to be of any effect save in respect of
claims arising out of any antecedent breach.
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Term:

Each of the Music Catalogue Licence Agreements shall
commence on the date of the relevant Music Catalogue Licence
Agreement and, unless earlier terminated in accordance with its
terms, shall continue until 31 July 2014.

Territory:

The PRC and Macau.

Subject matter:

The subject of the licences includes (i) the right to reproduce and
manufacture the relevant music works in the configuration of a
CD or DVD format; (ii) the right to issue to the public, sell,
advertise, market and exploit the relevant music works in the
configuration of a CD or DVD format under the title of the
relevant music works; (iii) the right to rent, lend and show copies
of the relevant music works to the public; (iv) the right to
reproduce the relevant music works onto a secure computer server
of the Company in the specified territories under the Music
Catalogue Licence Agreements and the right to exploit such
music works via the transmission, distribution, dissemination or
making available of such music works by any means; (v) the right
to use all materials and information related to the relevant music
works provided by or on behalf of the licensor for the Company’s
use in connection with the distribution of the relevant music
works; (vi) the right to reproduce and manufacture the karaoke
music videos; (vii) the right to issue, rent, lend and show copies
of the karaoke music videos to the public; and (viii) the right to
use all materials and information related to the karaoke music
videos provided by or on behalf of the licensor for the Company’s
use in connection with the distribution of the karaoke music
videos.

Royalties:

The Music Licensors appoint eSun as their agent for the purposes
of collecting and distributing monies paid and payable in respect
of the exploitation of the rights granted to the Company under the
licence in accordance with the provisions of the Music Catalogue
Licence Agreements, and eSun accepts the appointment. The
Company shall pay to eSun as the designated representative of
the Music Licensors seventy (70)% of all Music Net Receipts
earned by the Company in respect of any exploitation of the
rights by the Company of any or all of the rights granted to it
under the licence as royalties.
The Company shall pay the aforesaid royalties to eSun, as the
designated representative of the Music Licensors:
(a)

on a quarterly basis during the licence year (i.e. a period of
twelve (12) months commencing on the date the Music
Catalogue Licence Agreements become unconditional); and
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(b)

in accordance with the Music
instructions from time to time.

Licensors’ or eSun’s

eSun, as the designated representative of the Music Licensors
shall, in its sole discretion, determine the amounts owed to the
Music Licensors pursuant to the Music Catalogue Licence
Agreements and pay such amount to the Music Licensors in a
manner and in a frequency to be agreed between the Music
Licensors and eSun.
Minimum guarantee:

Unless the royalties collectively paid to eSun, as the designated
representative of the Music Licensors, during the term of the
Music Catalogue Licence Agreements pursuant to all the Music
Catalogue Licence Agreements are at the end thereof, in the
aggregate, equal to or greater than the minimum guarantee as set
out below, then eSun shall within thirty (30) days after the end of
the term of the Music Catalogue Licence Agreements:
(a)

determine the difference between the amounts actually paid
to it pursuant to the Music Catalogue Licence Agreements
and the minimum guarantee (the ‘‘Music Minimum
Shortfall’’);

(b)

in its sole discretion, determine what percentage of the
Music Minimum Shortfall is attributable and payable to
each licensor by the Company (the ‘‘Music Shortfall
Amount’’); and

(c)

inform the Company of the Music Shortfall Amount and
direct the Company to make such payment;

and the Company will make the payment of the Music Shortfall
Amount to the relevant licensor as directed by eSun.
The aggregate minimum guarantee under the Music Catalogue
Licence Agreements is HK$3 million.
The aggregate minimum guarantee is determined based on an
arm’s length negotiations between the Company and the Music
Licensors with reference to the historical contribution of the
underlying music works and karaoke music videos of the licences
to the Music Licensors from independent third parties.
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Right to sublicense:

For the purpose of exploiting the rights in the music works and
the karaoke music videos in the above territories, the Company
may grant a single sublicence on an exclusive licensee basis to
any person (including any body corporate), provided always that
the Company will remain responsible to the Music Licensor for
all the acts, omissions and neglects of a sublicensee (‘‘Music
Catalogue Sublicensee’’). The Music Licensor permits the
Company to permit the Music Catalogue Sublicensee to grant a
further sublicence of all or any part of the Music Catalogue
Sublicensee’s rights to one or more third parties (‘‘Music
Catalogue Subsublicensee’’), provided always that the Company
shall procure that the Music Catalogue Sublicensee remains
responsible to the Company for all the acts, omissions and
neglects of such a Music Catalogue Subsublicensee.
The Company shall not, and must procure that its Music
Catalogue Sublicensee and Music Catalogue Subsublicensee(s)
shall not, deal with the licence other than expressly permitted in
the relevant Music Catalogue Licence Agreement. The Company
must, and must procure that all of the Music Catalogue
Sublicensee and the Music Catalogue Subsublicensee(s), strictly
comply with all applicable laws, regulations, rules, policies and
codes of conduct in exercising its rights in the licence under the
relevant Music Catalogue Licence Agreement.

Intellectual property
rights:

The Company acknowledges the licensor’s ownership of, and/or
rights to license, the relevant music works and the relevant
karaoke music videos and acknowledges that the Company’s use
of the relevant music works and the relevant karaoke music
videos shall not give the Company any right, title or interest in or
to the relevant music works or the relevant karaoke music videos,
except for the right to use the relevant music works or the
relevant karaoke music videos as expressly permitted under the
relevant Music Catalogue Licence Agreement.

Representation and
warranties:

The relevant Music Licensor represents and warrants under the
Music Catalogue Licence Agreements that:
(i)

it owns or has the right to grant the relevant music works
licences and the relevant karaoke music videos licences;

(ii)

save and except for the music works licence and the karaoke
music videos licence granted therein, it has not licensed,
assigned, conveyed, sold, transferred or encumbered, and it
will not license, assign, convey, sell, transfer or encumber,
any interest in or to the music works or the karaoke music
videos in the relevant territory for whatsoever purposes;
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(iii) it shall not do any act or omit to do any act or cause to do
or to omit to do any act that will jeopardise the full
enjoyment and exploitation of the rights and interest granted
to the Company under the relevant Music Catalogue Licence
Agreement; and
(iv) the use of the relevant music works and the relevant karaoke
music videos in accordance with the relevant music works
licences and the relevant karaoke music videos licences does
not, to the best of the licensor’s knowledge and belief at the
time of granting the licence, infringe the intellectual
property rights of any third party.
The Company irrevocably and unconditionally undertakes to the
Music Licensors that its controlled entities (which is required to
obtain all relevant regulatory approvals in the PRC for the
operation of its intended business in relation to the use of the
music works and the karaoke music videos) will before the date
on which the relevant Music Catalogue Licence Agreement
becomes unconditional grant a sub-licence in relation to the
music works and the karaoke music videos at no cost to a
subsidiary of eSun designated by eSun to enable it to honour its
obligations under any pre-existing third party contracts or
licences in relation to the music works and the karaoke music
videos.
Indemnity:

The Company shall indemnify the relevant Music Licensor from
and against any and all losses, liability, damages, awards,
settlement, judgements fees, costs or expenses (including all
reasonable legal costs) that arises out of or relates to any claim in
connection with the relevant Music Catalogue Licence
Agreement, including but not limited to: (a) any claim that the
Company’s use of the music works or the karaoke music videos,
other than as expressly authorised by the relevant Music
Catalogue Licence Agreement, infringes the rights of a third
party; and (b) any claim for breach of the undertakings by the
Company as set out above.
The relevant Music Licensor shall indemnify the Company from
and against any and all losses, liability, damages, awards,
settlement, judgements fees, costs or expenses (including all
reasonable legal costs) that arises out of or relates to any claim in
connection with the relevant Music Catalogue Licence
Agreement, including but not limited to any claim that the
Company’s use of the music works or the karaoke music videos
as expressly authorised by the relevant Music Catalogue Licence
Agreement, infringes the rights of a third party.
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Termination:

The relevant licensor and the Company may terminate the
relevant Music Catalogue Licence Agreement immediately at any
time by written notice to the other party if the other party:
(i)

commits a breach of the relevant Music Catalogue Licence
Agreement which is not remediable, or if remediable, the
other party fails to remedy the breach within thirty (30)
days of receiving a written notice requiring it to do so from
the relevant licensor or the Company (as the case may be);
or

(ii)

is insolvent.

The relevant licensor may also terminate the relevant Music
Catalogue Licence Agreement at any time by written notice to the
Company if the relevant licensor is aware that the Company is in
breach of the other Music Catalogue Licence Agreements and
such breach is not remediable, or if the breach is remediable that
the Company has failed to remedy the breach within thirty (30)
days of receiving a written notice requiring it to do so.
(c)

Film Library Licence Agreements

On 23 December 2011, the Company (as licensee) entered into the Media Asia Distribution
(BVI) Film Library Licence Agreement and the Media Asia Distribution (HK) Film Library
Licence Agreement with Media Asia Distribution (BVI) and Media Asia Distribution (HK) (both as
Film Licensors), and eSun (as designated representative of the Film Licensors) respectively.
Pursuant to the Film Library Licence Agreements, the respective Film Licensors have conditionally
agreed that, subject to any third party rights in certain withheld films which are subject to existing
licenses, from the date on which the Film Library Licence Agreements become unconditional, the
Company will be the exclusive licensee in the PRC (for some films) and Macau (for the other
films) of any rights owned by, acquired by or exclusively licensed to Media Asia Distribution
(BVI) and Media Asia Distribution (HK) after such date and the Company shall have the exclusive
right to exploit such rights in the PRC (for certain films) and Macau (for the other films).
The term of the Film Library Licence Agreements shall commence on the date of the Film
Library Licence Agreements and, unless earlier terminated in accordance with the provision
thereof, shall continue until 31 July 2014. All of the Film Library Licence Agreements contain the
same principal terms (except for (i) the counterparty; and (ii) the underlying specific pieces of
films of the licence held by the two Film Licensors).
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(i)

(ii)

Media Asia Distribution (BVI) Film Library Licence Agreement
Date:

23 December 2011

Parties:

(a)

Licensor: Media Asia Distribution (BVI);

(b)

Licensee: The Company; and

(c)

Designated representative of the licensor: eSun

Media Asia Distribution (HK) Film Library Licence Agreement
Date:

23 December 2011

Parties:

(a)

Licensor: Media Asia Distribution (HK);

(b)

Licensee: The Company; and

(c)

Designated representative of the licensor: eSun

The principal terms of the Film Library Licence Agreements are summarised below:
Condition precedent:

The licence of the subject matter under each of the Film Library
Licence Agreements shall be conditional upon the passing of a
resolution by the Independent Shareholders at the SGM approving
the terms of each of the Film Library Licence Agreements and the
matters and transactions contemplated thereunder.
In the event that such condition shall not have been fulfilled prior
to 31 March 2012 (or such other date as may be agreed by the
parties in writing), then each of the Film Library Licence
Agreements shall cease to be of any effect save in respect of
claims arising out of any antecedent breach.

Term:

Each of the Film Library Licence Agreements shall commence on
the date thereof and, unless earlier terminated in accordance with
the provisions of the relevant Film Library Licence Agreement,
shall continue until 31 July 2014.

Territory:

The PRC (for certain films) and Macau (for the other films).
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Subject matter:

The subject of the licence includes (i) the right to perform,
display or show the relevant films in public whether by exhibition
or by all other methods now known or invented in the future; (ii)
the right to exploit any such films on videocassette, DVD or any
other audio-visual devices or other storage media of whatsoever
nature now known or invented in the future; (iii) the right to rent
or lend such films to the public; (iv) the right to make available
or communicate the films to the public; (v) the right to use,
encode, digitalise, store, archive, reproduce, perform, broadcast,
transmit or otherwise exploit the films whether offered on a free,
subscription, fee-per-exhibition or any other basis; (vi) the right
to use, encode, digitalise, store, archive, reproduce, perform,
broadcast, transmit or otherwise exploit the films by all forms of
so called ‘‘video on demand’’ service; (vii) the right to make
available, distribute, display or otherwise exploit the films by
means of a mobile technology service; and (viii) the right to
exercise all ancillary or associated rights customarily comprised
in grants of audio-visual rights.

Right to withheld
films:

On the expiry date of the withheld films’ existing licenses, the
Film Licensors will grant to the Company under the Film Library
Licence Agreements a licence of such withheld films on the same
terms as the other films currently in the Film Library Licence
Agreements.

Royalties:

The Film Licensors appoint eSun as their agent for the purposes
of collecting and distributing monies paid and payable in respect
of the exploitation of the rights granted to the Company under the
licence in accordance with the Film Library Licence Agreements,
and eSun accepts the appointment. The Company shall pay to
eSun as the designated representative of the Film Licensors
eighty-five (85)% of all Film Net Receipts earned by the
Company in respect of any exploitation of the rights by the
Company of any or all of the rights granted to it under the licence
as royalties. The Company shall pay the aforesaid royalties to
eSun, as the designated representative of the Film Licensors:
(a)

on a quarterly basis during the licence year (i.e. a period of
twelve (12) months commencing on the date the Film
Library Licence Agreements become unconditional); and

(b)

in accordance with the Film
instructions from time to time.
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eSun, as the designated representative of the Film Licensors shall,
in its sole discretion, determine the amounts owed to the Film
Licensors pursuant to the Film Library Licence Agreements and
pay such amount to the Film Licensors in a manner and in a
frequency to be agreed between the Film Licensors and eSun.
Minimum guarantee:

Unless the royalties collectively paid to eSun, as the designated
representative of the Film Licensors, during the term of the Film
Library Licence Agreements pursuant to all the Film Library
Licence Agreements are at the end thereof, in the aggregate, equal
to or greater than the minimum guarantee as set out below, then
eSun shall within thirty (30) days after the end of the term of the
Film Library Licence Agreements:
(a)

determine the difference between the amounts actually paid
to it pursuant to the Film Library Licence Agreements and
the minimum guarantee (the ‘‘Film Minimum Shortfall’’);

(b)

in its sole discretion, determine what percentage of the Film
Minimum Shortfall is attributable and payable to each
licensor by the Company (the ‘‘Film Shortfall Amount’’);
and

(c)

inform the Company of the Film Shortfall Amount and
direct the Company to make such payment;

and the Company will make the payment of the Film Shortfall
Amount to the relevant licensor as directed by eSun.
The aggregate minimum guarantee under the Film Library
Licence Agreements is HK$9 million.
The aggregate minimum guarantee is determined based on arm’s
length negotiations between the Company and eSun with
reference to the historical contribution of the underlying films of
the licences to the Film Licensors from independent third parties.
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Right to sublicense:

For the purpose of exploiting the rights in the films in the PRC
and Macau, the Company may grant a single sublicence on an
exclusive licensee basis to any person (including any body
corporate), provided always that the Company will remain
responsible to the Film Licensor for all the acts, omissions and
neglects of a sublicensee (‘‘Film Library Sublicensee’’). The
Film Licensor permits the Company to permit the Film Library
Sublicensee to grant a further sublicence of all or any part of the
Film Library Sublicensee’s rights to one or more third parties
(‘‘Film Library Subsublicensee(s)’’), provided always that the
Company shall procure that the Film Library Sublicensee remains
responsible to the Company for all the acts, omissions and
neglects of such a Film Library Subsublicensee. The Company
shall not, and must procure that its Film Library Sublicensee and
Film Library Subsublicensee(s) shall not, deal with the licence
other than expressly permitted in the relevant Film Library
Licence Agreement.
The Company must, and must procure that all of the Film Library
Sublicensee and the Film Library Subsublicensee(s), comply with
all applicable laws, regulations, policies and codes of conduct in
exercising its rights in the licence under the relevant Film Library
Licence Agreement.

Intellectual property
rights:

The Company acknowledges the licensor’s ownership of, and/or
rights to license, the relevant films and acknowledges that the
Company’s use of the relevant films shall not give the Company
any right, title or interest in or to the same, except for the right to
use the same as expressly permitted under the relevant Film
Library Licence Agreement. The Company acknowledges and
agrees that the licence does not include a licence to create any
new works.

Representations and
warranties:

The relevant Film Licensor represents to and warrants to and
undertakes with the Company that during the term of the Film
Library Licence Agreements that:
(i)

it owns or has the right to grant the relevant licences;

(ii)

save and except for the licence granted in the Film Library
Licence Agreements, it has not licensed, assigned,
conveyed, sold, transferred or encumbered, and it will not
license, assign, convey, sell, transfer or encumber, any
interest in or to such films in the PRC and Macau for
whatsoever purposes;
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(iii) it shall not do any act or omit to do any act or cause to do
or to omit to do any act that will jeopardise the full
enjoyment and exploitation of the rights and interest granted
to the Company under the relevant Film Library Licence
Agreement; and
(iv) the use of the relevant films in accordance with the relevant
licences does not, to the best of the licensor’s knowledge
and belief at the time of granting the licence, infringe the
intellectual property rights of any third party.
Indemnity:

The Company shall indemnify the Film Licensors from and
against any and all losses, liability, damages, awards, settlement,
judgements fees, costs or expenses (including all reasonable legal
costs) that arises out of or relates to any claim that the
Company’s use of the films, other than as expressly authorised by
the relevant Film Library Licence Agreement, infringes the rights
of a third party.
The relevant Film Licensor shall indemnify the Company from
and against any and all losses, liability, damages, awards,
settlement, judgements fees, costs or expenses (including all
reasonable legal costs) that arises out of or relates to any claim in
connection with the relevant Film Library Licence Agreement,
including but not limited to any claim that the Company’s use of
the films as expressly authorised by the relevant Film Library
Licence Agreement infringes the rights of a third party.

Termination:

The relevant Film Licensor and the Company may terminate the
relevant Film Library Licence Agreement immediately at any time
by written notice to the other party if the other party:
(i)

commits a breach of the relevant Film Library Licence
Agreement which is not remediable, or if remediable, the
other party fails to remedy the breach within thirty (30)
days of receiving a written notice requiring it to do so from
the relevant Film Licensor or the Company (as the case may
be); or

(ii)

is insolvent.
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The relevant Film Licensor may also terminate the relevant Film
Library Licence Agreement at any time by written notice to the
Company if the relevant Film Licensor is aware that the Company
is in breach of another Film Library Licence Agreement and such
breach is not remediable, or if the breach is remediable that the
Company has failed to remedy the breach within thirty (30) days
of receiving a written notice requiring it to do so.
(d)

Concert Co-production Framework Agreement

The principal terms of the Concert Co-production Framework Agreement are summarised
below:
Date:

23 December 2011

Parties:

(a)

The Company; and

(b)

eSun

Condition precedent:

The Concert Co-production Framework Agreement shall be
conditional upon the passing of a resolution by the Independent
Shareholders at the SGM approving the terms and provisions of
the Concert Co-Production Framework Agreement and the matters
and transactions contemplated thereunder.
In the event that the condition shall not have been fulfilled prior
to 31 March 2012 (or such other date as may be agreed by the
parties in writing), the Concert Co-Production Framework
Agreement shall cease to be of any effect save in respect of
claims arising out of any antecedent breach.

Term:

The term of the Concert Co-production Framework Agreement
shall commence on the date of the Concert Co-production
Framework Agreement and shall continue until 31 July 2014,
which may be renewed by the parties before its termination
provided that the requirements under the GEM Listing Rules in
relation to continuing connected transactions are strictly complied
with.
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Co-production of
concerts:

In the event that (i) any member of the eSun Associated Group
wishes to jointly invest and participate in the production of any
concert in the PRC and Macau, of which any member of the
Group is the general manager or promoter; or (ii) any member of
the Group wishes to jointly invest and participate in the
production of any concert in Hong Kong and overseas (excluding
the PRC and Macau), of which any member of the eSun
Associated Group is a general manager or promoter, eSun
undertakes to procure the relevant member of the eSun
Associated Group, and the Company undertakes to procure the
relevant member of the Group, to negotiate in good faith and, if
thought fit, enter into the Concert Co-production Subject
Agreements which would set out the details and further terms and
conditions for the co-production of concerts contemplated
thereunder, including the budget, amount and the share of the
Working Capital, profit/loss sharing arrangement and ownership
of intellectual property rights, in all cases subject to and in
compliance with the applicable provisions of the Listing Rules
and the GEM Listing Rules.
Each Concert Co-production Subject Agreement shall be
negotiated on a case-by-case and an arm’s length basis and on
normal commercial terms and the term of each Concert Coproduction Subject Agreement shall not exceed the term of the
Concert Co-production Framework Agreement (or the term as
extended pursuant thereto).

Consideration:

The consideration (i.e. the total capital amount to be invested by
the Company pursuant to each Concert Co-production Subject
Agreement (including but not limited to the Working Capital) and
the amount of the guarantee or indemnity to be provided by the
relevant member of the Group) in connection with the relevant
concert shall be set out in the relevant Concert Co-production
Subject Agreement and must be fair and reasonable.

Maximum
consideration:

Notwithstanding any provisions in the Concert Co-production
Subject Agreement(s) to the contrary, the annual aggregate
amount of the consideration to be paid by the relevant member of
the Group under all of the Concert Co-Production Subject
Agreements shall be subject to the relevant aggregate Annual
Caps.
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In the event that for any financial year during the term of the
Concert Co-production Framework Agreement, the annual
aggregate amount of the consideration to be paid under the
Concert Co-production Subject Agreement(s) will exceed the
relevant Annual Cap, then (a) the Company shall re-comply with
the reporting, announcement and independent shareholders’
approval requirements under Chapter 20 of the GEM Listing
Rules before such Annual Cap is exceeded to enable the relevant
member(s) of the Group to effect the payment of the relevant
excess amount to the relevant member(s) of the eSun Associated
Group or any third party (as the case may be); and (b) the
relevant member of the Group shall remain liable for the excess
amount but may delay payment of the excess amount until the
Company shall have fully complied with the requirements of the
GEM Listing Rules.
ANNUAL CAPS
The transaction amount under the Artistes Engagement Framework Agreement, the Music
Catalogue Licence Agreements, the Film Library Licence Agreements and the Concert Co-production
Framework Agreement in each of the three financial years ending 31 July 2014 shall not exceed the
following proposed Annual Caps:
Annual
Cap for
financial
year ending
31 July 2012
HK$’000

Annual
Cap for
financial
year ending
31 July 2013
HK$’000

Annual
Cap for
financial
year ending
31 July 2014
HK$’000

13,690
2,030
34,544
14,600

19,550
3,290
4,487
43,134

12,350
6,440
1,955
73,860

Artistes Engagement Framework Agreement
Music Catalogue Licence Agreements
Film Library Licence Agreements
Concert Co-production Framework Agreement

Save for certain members of the Group on the one hand and certain members of the eSun
Associated Group on the other hand having entered into various individual engagement agreements for
the engagement of certain Artiste(s) for certain project(s) between September and December 2011, the
Continuing Connected Transactions are new arrangements and there are no comparable historical
transaction records between the Group and the counterparties. The actual aggregate amount incurred
under the aforesaid individual engagement agreements up to the Latest Practicable Date was
approximately HK$0.3 million. Set out below are the bases in determining the proposed Annual Caps:
(i)

The Artistes Engagement Framework Agreement

The proposed annual caps of the Artistes Engagement Framework Agreement for the financial
years ending 31 July 2012, 2013 and 2014 are determined based on the consideration to be paid to
eSun for the potential projects to be organised by the Group during the years and the estimated
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number of concerts, advertisements and films to be organised, produced and filmed by the Group
according to the Group’s business development plan. The consideration to be paid to eSun
comprises the artiste fee to be paid to the Artistes and the manager commission payable to eSun in
accordance with the commission rate applicable to each of the Artistes under the management of
eSun.
The proposed annual cap for the financial year ending 31 July 2013 is projected to be higher
than the annual cap for the year ending 31 July 2012, because of the estimated number of concerts
to be held by the Group according to potential projects under negotiation is expected to be higher
for the financial year ending 31 July 2013. The proposed annual cap for the financial year ending
31 July 2014 is projected to decrease when compared to that for the financial year ending 31 July
2013 because the Company does not currently have any concrete plans on the number of shows to
be organised or projects under negotiation.
(ii)

The Music Catalogue Licence Agreements

The proposed annual caps of the Music Catalogue Licence Agreements for the financial years
ending 31 July 2012, 2013 and 2014 are determined based on the projected revenue stream that
could be generated by the Group in the exploitation of the relevant music works and karaoke
music videos licensed thereunder and the rate of royalties stipulated in the Music Catalogue
Licence Agreements. In particular, the projected revenue stream is determined with reference to the
historical results generated by eSun from the licensing, sublicensing and sale of licence rights of
music works and videos, and to the potential contracts under negotiation net of other costs and
disbursements to be incurred by the licensee from the exploitation of any or all of the rights
granted to it under the relevant licences.
Licensing income would be principally derived from the digital licencing of music followed
by public performance, karaoke server licence and physical licence in the PRC. The significant
increase in the proposed annual caps for the financial year ending 31 July 2014 over that for the
financial year ending 31 July 2013 is mainly due to the expected organic growth in the licensing
income of music and the economics of scale which could be achieved by the Group in the PRC
market after the first two years of operation.
(iii) The Film Library Licence Agreements
The proposed annual caps of the Film Library Licence Agreements for the financial years
ending 31 July 2012, 2013 and 2014 are determined in accordance with the projected revenue
stream that could be generated by the Group in the exploitation of the relevant films and the
withheld films licensed thereunder and the rate of royalties stipulated in the Film Library Licence
Agreements. In particular, the projected revenue stream is determined with reference to the
historical results generated by eSun from the licensing, sublicensing and sale of licence rights of
existing film collection under the Film Library Licence Agreements, and to the potential films to
be released, net of other costs and disbursements to be incurred by the licensee from the
exploitation of any or all of the rights granted to it under the relevant licences.
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A typical film would generate its highest distribution income in the first year of its release
and thereafter decrease over time. The relevant film library will include a new film released
recently and two new films to be released in 2012 but not include any new films to be released in
2013 and 2014. Therefore, a substantial distribution income is expected to be generated in 2012.
The Company expects a significant decrease in the proposed annual caps for the financial years
ending 31 July 2013 and 2014 due to a significant decrease in the expected revenue to be
generated from the three films released in 2012; this is in line with industry and market norm in
that revenue stream generated by films decrease gradually after release.
(iv) The Concert Co-production Framework Agreement
The proposed annual caps of the Concert Co-production Framework Agreement for the
financial years ending 31 July 2012, 2013 and 2014 are determined based on (i) the anticipated
number of concerts to be co-produced by the Group and eSun in Macau, Hong Kong, the PRC and
overseas countries; and (ii) the estimated production costs and share of total investment in these
concerts. The Group expected that it would co-invest with eSun for concerts with an investment
ratio ranging from 10% to 80%, depending on the location of the concerts and the artistes
involved.
The Company has been establishing an operation in the PRC to engage in a number of musicrelated businesses, including but not limited to licensing, internet or online merchandising,
productions or new output and producing concerts and events which will cast the PRC artistes. The
aforesaid operation is expected to commence by around mid 2012. It is expected that by then, the
Group will be in a better position to organise more concerts in the PRC, thereby significantly
increasing the number and frequency of co-production opportunities between eSun and the Group.
As a result, it is expected that the Group will be organising more concerts for topline artistes,
requiring an increase in estimated production costs. Accordingly, the significant increment in the
annual caps for the financial years ending 31 July 2013 and 2014 is mainly due to the expected
increase in the number and estimated production costs of concerts to be sponsored by the Group
for the topline artistes in accordance with the existing concert planning and the potential concerts
under negotiation of both the Group and eSun.
REASONS FOR THE CONTINUING CONNECTED TRANSACTIONS
The Directors consider that each of the four types of Continuing Connected Transactions set out
above to be in the best interests of the Company and the Shareholders as a whole for the following
reasons:
(a)

The Directors believe that the Group has the appropriate platform to fully exploit and capture
the potential financial benefits of the underlying assets in the Film Library Licence
Agreements and the Music Catalogue Licence Agreements. Furthermore, as the Company will
be building up its own film and music libraries respectively over time, it is more efficient
and financially more lucrative to license/sublicense/sell the broadcasting rights to the newly
developed films or music to the potential film or music customers together with the films and
music in the Film Library Licence Agreements and the Music Catalogue Licence Agreements.
In fact, the bundling of new and old films and music respectively in a transaction is a
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common industry practice. By following this common practice, the Group will be able to
capture a wider customer base as well as being able to charge a higher fee for the transaction
being contemplated.
(b)

As the Company is in the business of making films, music, live performance, advertising and
other commercial engagements with primary focus in the PRC and Macau markets, it is
important for the Company to have the widest possible choice of Artistes at its disposal when
planning events. Recognising that eSun’s artiste management companies own the management
right to a large number of popular Artistes, it would be beneficial to the Company if it could
have access to this pool of Artistes for the events under consideration.

(c)

The Company regularly organises concerts in the PRC and Macau. It is common market
practice for concert organisers to seek other concert promoters to take up a share of a concert
organised by the Company. There is a stated general intention for eSun and the Group to
delineate their respective entertainment businesses geographically. More specifically, eSun
will primarily focus on the Hong Kong and international markets while the Group will
primarily focus on the PRC and Macau markets. As such, after the close of the general offer
(‘‘GO Completion’’) by eSun on 7 July 2011, the Company began focusing on the
development of its media and entertainment business in the PRC and Macau markets through
a realignment of resources. In September 2011, the Company appointed Mr. Tang Jun, who
has extensive experience in the film and entertainment industry in the PRC, as an executive
Director and the chief executive officer of the Company. The Company has also been
strengthening its execution team by recruiting more staff with significant experience and
expertise in the PRC and Macau markets. In addition, over the past few months,
arrangements have been made to obtain relevant licences that would allow the Company to
engage in a number of music-related businesses including but not limited to licensing,
internet or online merchandising, productions or new output, and producing concerts and
events which will cast the PRC artistes. The aforesaid licences and the related operational
arrangements are expected to be in place by mid 2012. From the GO Completion to the
Latest Practicable Date, the Company has participated in 8 events held in the PRC and
Macau markets as compared to only 1 event held in the PRC from January 2011 up to the
time of the GO Completion. The Directors believe that while eSun and the Group will still
maintain separate primary market focus, it would be beneficial to the Company if it were able
to offer a portion of any concerts it organises in the PRC/Macau to parties it wishes to invite
as partners including eSun. On the other hand, the Company would also like to reserve its
rights to co-invest in concerts organised by eSun in Hong Kong and overseas so as to achieve
the economies of scale. The Concert Co-production Framework Agreement envisages that
eSun and the Company will have to negotiate in good faith on a case by case basis the terms
and conditions of each project and there is no obligatory commitment for the Group or the
eSun Associated Group to invest in the other’s concerts.

The Directors (excluding (i) Dr. Lam Kin Ngok, Peter and Mr. Lui Siu Tsuen, Richard who are
also directors of eSun and abstained from voting on the relevant resolutions considered and approved by
the Board and; (ii) Mr. Chan Chi Kwong who is also a director of certain associates of eSun and is
required to abstain from voting on the relevant resolutions considered and approved by the Board, and
did not attend the relevant Board meeting) are of the view that the Continuing Connected Transactions
have been entered into in the ordinary and usual course of business of the Company and on normal
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commercial terms, and the terms of the Artistes Engagement Framework Agreement, each of the Music
Catalogue Licence Agreements, each of the Film Library Licence Agreements and the Concert Coproduction Framework Agreement, including their respective proposed Annual Caps, are fair and
reasonable and in the interests of the Company and the Shareholders as a whole.
INFORMATION OF THE GROUP AND OTHER PARTIES
The principal activity of the Company is investment holding. The Group’s principal activities
include film production and distribution; organisation, management and production of concerts and live
performances; artiste management; production and distribution of television drama series; music
production and publishing; cinema investment and operation; provision of consultancy services in
planning and management of cultural, entertainment and live performance projects; provision of contents
to new media; and operation of new media and related business primarily in the PRC and Macau.
eSun is an investment holding company and the principal activities of the eSun Associated Group
include the development and operation of and investment in media and entertainment, music production
and distribution, investment in and production and distribution of films and video format products, the
provision of advertising agency services and the sale of cosmetic products.
The principal activities of Capital Artists include the licensing of its music library and the
production and sales of music records, discs and videos.
The principal activities of East Asia include music production and distribution, and provision of
artiste management services.
The principal activities of Fortunate Sound include music production and distribution.
The principal activities of Media Asia Distribution (BVI) include film distribution, licensing of
film rights and film investment.
The principal activities of Media Asia Distribution (HK) include film distribution and film library
management.
GEM LISTING RULES IMPLICATIONS
As eSun is a controlling shareholder of the Company indirectly holding approximately 51.09% of
the existing issued share capital of the Company through one of its wholly-owned subsidiaries (i.e.
Perfect Sky), eSun and its associates are connected persons of the Company under the GEM Listing
Rules.
Since each of Capital Artists, East Asia, Fortunate Sound, Media Asia Distribution (BVI) and
Media Asia Distribution (HK) is a subsidiary of eSun, each of them is a connected person of the
Company under the GEM Listing Rules.
As such, the transactions under (i) the Artistes Engagement Framework Agreement; (ii) each of the
Music Catalogue Licence Agreements; (iii) each of the Film Library Licence Agreements; and (iv) the
Concert Co-production Framework Agreement constitute continuing connected transactions of the
Company under the GEM Listing Rules.
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Since at least one of the applicable Percentage Ratios with reference to the proposed Annual Caps
of each of the Continuing Connected Transactions exceeds 5%, each of the Continuing Connected
Transactions is subject to the reporting, annual review, announcement and Independent Shareholders’
approval requirements under Rules 20.35 and 20.37 of the GEM Listing Rules.
The SGM will be convened to obtain the Independent Shareholders’ approval for the Artistes
Engagement Framework Agreement, each of the Music Catalogue Licence Agreements, each of the Film
Library Licence Agreements and the Concert Co-production Framework Agreement, the transactions
contemplated thereunder and the respective proposed Annual Caps. Perfect Sky will abstain from voting
on the resolutions to be proposed at the SGM.
An Independent Board Committee, comprising all the independent non-executive Directors, has
been formed to advise the Independent Shareholders in respect of the Artistes Engagement Framework
Agreement, each of the Music Catalogue Licence Agreements, each of the Film Library Licence
Agreements, and the Concert Co-production Framework Agreement and the respective proposed Annual
Caps. Hercules Capital has also been appointed as the independent financial adviser by the Independent
Board Committee to advise the Independent Board Committee and the Independent Shareholders on the
same.
ANNUAL REVIEW OF THE CONTINUING CONNECTED TRANSACTIONS
Each of the Continuing Connected Transactions will be required to comply with the following
annual review requirements:
(1)

the independent non-executive Directors will review annually each of the Continuing
Connected Transactions and confirm in the Company’s corresponding annual report that each
of the Continuing Connected Transactions has been conducted:
(i)

in the ordinary and usual course of business of the Group;

(ii)

on normal commercial terms and on terms no less favourable to the Group than those
available from the independent third parties; and

(iii) in accordance with each of (i) the Artistes Engagement Framework Agreement; (ii) the
Music Catalogue Licence Agreements; (iii) the Film Library Licence Agreements; and
(iv) the Concert Co-production Framework Agreement; and on terms that are fair and
reasonable and in the interests of the Shareholders as a whole; and
(2)

the independent auditors of the Company will review annually the Continuing Connected
Transactions and confirm in a letter to the Board (a copy of which will be provided to the
Stock Exchange) that such Continuing Connected Transactions:
(i)

have received the approval of the Board;

(ii)

are in accordance with the pricing policies of the Group;
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(iii) have been entered into in accordance with each of (i) the Artistes Engagement
Framework Agreement; (ii) the Music Catalogue Licence Agreements; (iii) the Film
Library Licence Agreements; and (iv) the Concert Co-production Framework
Agreement; and
(iv) have not exceeded the respective Annual Caps.
SGM
A notice convening the SGM for the purpose of considering and if thought fit, approving (i) the
Artistes Engagement Framework Agreement; (ii) each of the Music Catalogue Licence Agreements; (iii)
each of the Film Library Licence Agreements; and (iv) the Concert Co-production Framework
Agreement, the transactions contemplated thereunder and the relevant Annual Caps is set out on pages
65 to 67 of this circular.
A form of proxy for use by the Shareholders at the SGM is enclosed. If you are not able to attend
the SGM and any adjournment thereof in person but wish to exercise your right as a Shareholder, you
are requested to complete the accompanying form of proxy in accordance with the instructions printed
thereon and return the same to the Company’s branch share registrar in Hong Kong, Computershare
Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, as soon as possible but in any event not less than 48 hours before the time
appointed for the holding of the SGM or any adjournment thereof (as the case may be). Completion and
return of the form of proxy will not preclude you from attending and voting in person at the SGM or
any adjournment thereof (as the case may be) should you so wish.
VOTING BY POLL
In compliance with the GEM Listing Rules and the Bye-laws, the proposed resolutions will be
taken by way of poll at the SGM.
Perfect Sky, which is a wholly-owned subsidiary of eSun and holding approximately 51.09% of the
existing issued share capital of the Company as at the Latest Practicable Date, will abstain from voting
on the resolutions proposed at the SGM.
Dr. Lam Kin Ngok, Peter and Mr. Lui Siu Tsuen, Richard, executive Directors, are both directors
of eSun (an indirect controlling Shareholder) and certain of the associates of eSun. Further, Mr. Chan
Chi Kwong, an executive Director, is a director of certain associates of eSun. Accordingly, Dr. Lam Kin
Ngok, Peter, Mr. Lui Siu Tsuen, Richard and Mr. Chan Chi Kwong are materially interested in the
Continuing Connected Transactions and will abstain from voting on the resolutions proposed at the
SGM in the event that each of them acquires and holds any Share(s).
Save as aforesaid, to the best knowledge of the Directors, none of the Shareholders or Directors
has a material interest in the Continuing Connected Transactions or will be required to abstain from
voting at the SGM in respect of the proposed resolutions relating to the Continuing Connected
Transactions and the relevant proposed Annual Caps as at the Latest Practicable Date.
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Bye-law 66 of the Bye-laws provides that on a poll, every Independent Shareholder present in
person or by proxy shall have one vote for every Share held by that Shareholder. An explanation of the
detailed procedures of conducting a poll will be provided to the Shareholders at the SGM. The Company
will publish an announcement on the poll results on the respective websites of the
Company at ‘‘http://www.maghl.com’’ and Hong Kong Exchanges and Clearing Limited at
‘‘http://www.hkexnews.hk’’ shortly after the conclusion of the SGM.
RECOMMENDATION
Your attention is drawn to (i) the letter from the Independent Board Committee set out on pages 37
and 38 of this circular containing the recommendation of the Independent Board Committee to the
Independent Shareholders regarding the proposed resolutions to approve the Continuing Connected
Transactions and the relevant proposed Annual Caps for the three financial years ending 31 July 2014 in
respect of the Continuing Connected Transactions; (ii) the letter from the Independent Financial Adviser
set out on pages 39 to 54 of this circular containing its advice to the Independent Board Committee and
the Independent Shareholders in respect of the fairness and reasonableness of the terms of the
Continuing Connected Transactions and the relevant proposed Annual Caps; and (iii) the notice of the
SGM set out on pages 65 to 67 of this circular.
The Independent Board Committee, having taken into account the advice of Hercules Capital, the
Independent Financial Adviser, considers that the Continuing Connected Transactions are on normal
commercial terms, have been entered into in the ordinary and usual course of business of the Company
and are in the interests of the Company and the Shareholders as a whole and that the terms thereof and
the relevant proposed Annual Caps are fair and reasonable so far as the Company and the Independent
Shareholders are concerned. Accordingly, the Independent Board Committee recommends the
Independent Shareholders to vote in favour of the ordinary resolutions to be proposed at the SGM in
respect of the Continuing Connected Transactions and the relevant proposed Annual Caps.
Having considered the reasons set out above, the Board (excluding (i) Dr. Lam Kin Ngok, Peter
and Mr. Lui Siu Tsuen, Richard who are also directors of eSun and abstained from voting on the
relevant resolutions considered and approved by the Board; and (ii) Mr. Chan Chi Kwong who is also a
director of certain associates of eSun and is required to abstain from voting on the relevant resolutions
considered and approved by the Board, and did not attend the relevant Board meeting) is of the view
that the Continuing Connected Transactions are on normal commercial terms, have been entered into in
the ordinary and usual course of business of the Company, and the terms of the Artistes Engagement
Framework Agreement, each of the Music Catalogue Licence Agreements, each of the Film Library
Licence Agreements and the Concert Co-production Framework Agreement, including their respective
proposed Annual Caps, are fair and reasonable and in the interests of the Company and the Shareholders
as a whole. Therefore, the Board recommends you to vote in favour of all the ordinary resolutions to be
proposed at the SGM in respect of each of the Continuing Connected Transactions and the relevant
proposed Annual Caps.
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ADDITIONAL INFORMATION
Your attention is also drawn to the additional information contained in the appendix to this
circular.
Yours faithfully,
For and on behalf of the Board of
MEDIA ASIA GROUP HOLDINGS LIMITED
Tang Jun
Executive Director and Chief Executive Officer
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The following is the text of the ‘‘Letter from the Independent Board Committee’’ to the Independent
Shareholders prepared for the purpose of inclusion in this circular.

Media Asia Group Holdings Limited
(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)

(Stock Code: 8075)
17 February 2012
To the Independent Shareholders
Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO
(1) THE ARTISTES ENGAGEMENT FRAMEWORK AGREEMENT;
(2) THE MUSIC CATALOGUE LICENCE AGREEMENTS;
(3) THE FILM LIBRARY LICENCE AGREEMENTS; AND
(4) THE CONCERT CO-PRODUCTION FRAMEWORK AGREEMENT
AND
NOTICE OF THE SPECIAL GENERAL MEETING
We refer to this circular dated 17 February 2012 and issued by the Company (the ‘‘Circular’’) to
the Shareholders, of which this letter forms part. Capitalised terms used in this letter shall have the same
respective meanings as those defined in the Circular unless the context otherwise requires.
We have been appointed the members of the Independent Board Committee to consider and advise
the Independent Shareholders in respect of the terms of (i) the Artistes Engagement Framework
Agreement; (ii) each of the Music Catalogue Licence Agreements; (iii) each of the Film Library Licence
Agreements; and (iv) the Concert Co-production Framework Agreement and the relevant proposed
Annual Caps, details of which are set out in the Circular.
We wish to draw your attention to (i) the letter from the Board set out on pages 9 to 36 of the
Circular; (ii) the letter from the Independent Financial Adviser set out on pages 39 to 54 of the Circular
containing its advice to the Independent Board Committee and the Independent Shareholders in respect
of the fairness and the reasonableness of the terms of the Continuing Connected Transactions and the
relevant proposed Annual Caps; and (iii) the additional information set out in the appendix to the
Circular.
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Having taken into account the advice of Hercules Capital, the Independent Financial Adviser, we
consider that the Continuing Connected Transactions are on normal commercial terms, have been
entered into in the ordinary and usual course of business of the Company and are in the interests of the
Company and the Shareholders as a whole, and the terms thereof and the proposed Annual Caps are fair
and reasonable so far as the Company and the Independent Shareholders are concerned. Accordingly, we
recommend the Independent Shareholders to vote in favour of the ordinary resolutions to be proposed at
the SGM in respect of each of the Continuing Connected Transactions and the relevant proposed Annual
Caps.
Yours faithfully,
For and on behalf of the Independent Board Committee
Media Asia Group Holdings Limited
Ng Chi Ho, Dennis
Independent Non-executive
Director

Chan Chi Yuen
Independent Non-executive
Director
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
The following is the text of a letter of advice from the Independent Financial Adviser prepared for
the purpose of inclusion in this circular, setting out its advice to the Independent Board Committee and
the Independent Shareholders in respect of the Continuing Connected Transactions.

1503 Ruttonjee House
11 Duddell Street
Central
Hong Kong
17 February 2012
To the Independent Board Committee
and the Independent Shareholders
Dear Sirs,

CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO
(1) THE ARTISTES ENGAGEMENT FRAMEWORK AGREEMENT;
(2) THE MUSIC CATALOGUE LICENCE AGREEMENTS;
(3) THE FILM LIBRARY LICENCE AGREEMENTS; AND
(4) THE CONCERT CO-PRODUCTION FRAMEWORK AGREEMENT
INTRODUCTION
We refer to our engagement as the independent financial adviser to advise the Independent Board
Committee and the Independent Shareholders with respect to the Continuing Connected Transactions
contemplated under the Artistes Engagement Framework Agreement, the Music Catalogue Licence
Agreements, the Film Library Licence Agreements and the Concert Co-production Framework
Agreement and the Annual Caps thereunder, details of which are set out in the Letter from the Board
contained in the circular of the Company dated 17 February 2012 (the ‘‘Circular’’), of which this letter
forms part. Capitalised terms used in this letter have the same meanings as those defined elsewhere in
the Circular unless the context requires otherwise.
On 23 December 2011, the Company entered into the Artistes Engagement Framework Agreement
with eSun in relation to the arrangement for the engagements of the Artistes by the Group for its
business projects carried out in the ordinary and usual course of business. On the same day, the
Company also entered into the Concert Co-production Framework Agreement with eSun in relation to
the arrangement for the co-production of concerts by both parties.
On 23 December 2011, the Company (as licensee) further entered into the Capital Artists Music
Catalogue Licence Agreement, the East Asia Music Catalogue Licence Agreement and the Fortunate
Sound Music Catalogue Licence Agreement with Capital Artists, East Asia and Fortunate Sound (as
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licensors) and eSun (as the designated representative of the Music Licensors) respectively in relation to
the grant of the licences by the Music Licensors to the Company to enable the Company to exploit the
musical works (including karaoke music videos) owned by the Music Licensors in the territories of the
PRC and Macau.
On 23 December 2011, the Company (as licensee) also entered into the Media Asia Distribution
(BVI) Film Library Licence Agreement and the Media Asia Distribution (HK) Film Library Licence
Agreement with Media Asia Distribution (BVI) and Media Asia Distribution (HK) (as licensors) and
eSun (as the designated representative of the Film Licensors) respectively in relation to the grant of
licences by the Film Licensors to the Company to enable the Company to exploit the rights in the films
owned or acquired by, or licensed to, the Film Licensors in the territories of the PRC and Macau.
As at the Latest Practicable Date, eSun was a controlling Shareholder indirectly holding
approximately 51.09% of the existing issued share capital of the Company through Perfect Sky, its
wholly-owned subsidiary. Accordingly, eSun and its associates, including Capital Artists, East Asia,
Fortunate Sound, Media Asia Distribution (BVI) and Media Asia Distribution (HK), all being
subsidiaries of eSun, are connected persons of the Company under Chapter 20 of the GEM Listing
Rules. Therefore, the transactions contemplated under the Artistes Engagement Framework Agreement,
the Music Catalogue Licence Agreements, the Film Library Licence Agreements and the Concert
Co-production Framework Agreement constitute continuing connected transactions for the Company. As
at least one of the applicable Percentage Ratios with reference to the proposed Annual Cap of each of
the Continuing Connected Transactions exceeds 5%, each of the Continuing Connected Transactions
constitutes a non-exempt continuing connected transaction for the Company and is subject to reporting,
annual review, announcement and Independent Shareholders’ approval requirements under Rules 20.35
and 20.37 of the GEM Listing Rules. The SGM will be convened to obtain the Independent
Shareholders’ approval for the Artistes Engagement Framework Agreement, the Music Catalogue
Licence Agreements, the Film Library Licence Agreements and the Concert Co-production Framework
Agreement, the transactions contemplated thereunder and the respective proposed Annual Caps. Perfect
Sky will abstain from voting on the resolutions to be proposed at the SGM.
The Independent Board Committee, comprising all independent non-executive Directors, namely
Mr. Chan Chi Yuen, Mr. Zhang Xi and Mr. Ng Chi Ho Dennis, has been established to advise the
Independent Shareholders in respect of the fairness and reasonableness of the Continuing Connected
Transactions and the respective proposed Annual Caps. We, Hercules Capital Limited, have been
appointed to advise the Independent Board Committee and the Independent Shareholders in connection
with the Continuing Connected Transactions, in particular as to whether they are on normal commercial
terms and conducted in the ordinary and usual course of business and the terms of which and the Annual
Caps are fair and reasonable so far as the Independent Shareholders are concerned and in the interests of
the Company and the Shareholders as a whole.
BASIS OF OUR OPINION
In formulating our opinion and recommendation, we have relied on the information, statements and
representations supplied, and the opinions expressed, by the Directors and management of the Company
and have assumed that such information, statements and representations made to us or referred to in the
Circular are true, accurate and complete in all material respects as of the date hereof and will continue
as such on the date of the SGM. The Directors have collectively and individually accepted full
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responsibility for the Circular, including particulars given in compliance with the GEM Listing Rules for
the purpose of giving information with regard to the Group and having made all reasonable enquiries
have confirmed that, to the best of their knowledge and belief, the information contained in the Circular
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 in the Circular misleading.
We consider that we have reviewed sufficient information to reach an informed view, to justify our
reliance on the accuracy of the information contained in the Circular and to provide a reasonable basis
for our recommendation. We have no reasons to suspect that any material information has been withheld
by the Directors or the management of the Company, or is misleading, untrue or inaccurate, and
consider that they may be relied upon in formulating our opinion. We have not, however, for the
purpose of this exercise, conducted any independent investigation or audit into the businesses or affairs
or future prospects of the Group and the related subject of, and parties to, the agreements of the
Continuing Connected Transactions. Our opinion is necessarily based on the financial, economic, market
and other conditions in effect and the information made available to us as at the Latest Practicable Date.
Shareholders should note that subsequent developments (including any material change in market and
economic conditions) may affect and/or change this opinion and we do not have any obligation to
update, revise or reaffirm this opinion.
PRINCIPAL FACTORS AND REASONS CONSIDERED
In arriving at our opinion regarding the Continuing Connected Transactions, we have considered
the following principal factors and reasons:
1.

Background of, and reasons for, the Continuing Connected Transactions
(a)

Principal activities of the contracting parties

The Company is an investment holding company and the Group is principally engaged
in film production and distribution, organization, management and production of concerts and
live performances, artiste management, production and distribution of television drama series,
music production and publishing, cinema investment and operation, provision of consultancy
services in planning and management of cultural, entertainment and live performance
projects, provision of contents to new media and operation of new media and related business
primarily in the PRC and Macau.
eSun is an investment holding company and the principal activities of the eSun
Associated Group include the development and operation of and investment in media and
entertainment, music production and distribution, investment in and production and
distribution of films and video format products, the provision of advertising agency services
and the sale of cosmetic products.
The principal activities of Capital Artists are licensing of its music library and
production and sales of music records, discs and videos while East Asia is principally
engaged in music production and distribution and provision of artiste management services.
The principal activities of Fortunate Sound are music production and distribution.

– 41 –

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
Media Asia Distribution (BVI) and Media Asia Distribution (HK) are mainly engaged in
film distribution, licensing of film rights and film investment and film distribution and film
library management respectively.
(b)

Reasons for entering into the Artistes Engagement Framework Agreement

In conducting its business of making films, music, live performance, advertising and
other commercial engagements, the Group needs a variety of artistes to perform in such
events and thus it is important for the Company to have a wider choice of artistes at its
disposal when planning events. Given that eSun’s artistes management companies own the
management right to a large number of popular Artistes, the Directors consider, and we
concur with their view, that it is beneficial to the Group to have access to the pool of Artistes
managed by the eSun Associated Group. Accordingly, the Company and eSun entered into
the Artistes Engagement Framework Agreement, which serves as a framework agreement
setting out the principles upon which detailed terms of the Artistes Engagement Subject
Agreements are to be further negotiated and agreed upon by the Company and eSun.
(c)

Reasons for entering into the Music Catalogue Licence Agreements and the Film
Library Licence Agreements

In order to develop its music and film licensing business in the PRC and Macau, the
Group is building up its own music and film libraries. Meanwhile, it is also looking for
music works and film archives for sub-licensing and broadcasting. The eSun Associated
Group has developed its film and music libraries over years and owns the licensing right or
intellectual property rights to a great variety of music works and films. The Directors
consider that the Group has the appropriate platform to fully exploit and capture the potential
financial benefits of the underlying assets in the Music Catalogue Licence Agreements and
the Film Library Licence Agreements and it is more efficient and financially more lucrative
to license, sublicense or sell the broadcasting rights to the Group’s newly developed music
works or films to the potential customers together with the music works and films under the
Music Catalogue Licence Agreements and the Film Library Licence Agreements. The
bundling of new and old films and music works respectively in a transaction enables the
Group to offer a wider portfolio of products to its customers and, in return, broaden its
customer base and in a better position to negotiate for a higher fee. Therefore, the Company
entered into the Music Catalogue Licence Agreements and the Film Library Licence
Agreements with the Music Licensors and the Film Licensors respectively so as to obtain the
licences of the underlying assets in the Music Catalogue Licence Agreements and the Film
Library Licence Agreements.
(d)

Reasons for entering into the Concert Co-production Framework Agreement

We were advised by the management of the Company that it is a common market
practice for concert organizers to seek other concert promoters to co-produce a concert by
taking up a share of the investment in the concert. Therefore, the Group, which has
co-invested or organized a number of concerts in the PRC and Macau, also intends to invite
other partners to co-invest in concerts organized by it so as to diversify its investment risks.
Meanwhile, the Group also wishes to have a right to invest in concerts organized by other
parties in Hong Kong and overseas, if suitable opportunities arise. The Directors consider
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that eSun is a suitable partner for co-production of concerts as eSun is experienced, and has
good track record, in organizing and investing concerts in Hong Kong. Therefore, where the
Group intends to invite third party promoters to invest in a concert production in the PRC or
Macau, it would be logical for the Group to extend the invitation to eSun to participate on
the same arm’s length terms and conditions. Likewise, where eSun has invited other
promoters and the Group to invest in its Hong Kong or overseas concert productions, it
would be logical for the Group to consider participation in such productions if the terms are
fair and reasonable.
Given that the Concert Co-production Framework Agreement is only a framework
agreement which sets out the principles upon which detailed terms of the co-production
agreement for each project are to be further negotiated and agreed upon by eSun and the
Group in good faith, on a case by case basis, and the participation by either eSun or the
Company into the other’s concert production is optional, and not compulsory, the Directors
are of the view that the entering into of the Concert Co-production Framework Agreement is
in the interests of the Company and the Shareholders as a whole as it provides opportunities
to the Group to diversify its investment risks and to participate in potentially profitable
concert investments while there is no obligatory commitment for the Group to invest in
eSun’s concerts.
Having considered that (i) the Group needs to engage artistes in its ordinary and usual course
of business for organizing events and the entering into of the Artistes Engagement Framework
Agreement allows the Group to have a wider choice of artistes when planning events; (ii) eSun’s
artiste management companies own the management right to a large number of popular Artistes;
(iii) the right to exploit the underlying assets in the Music Catalogue Licence Agreements and the
Film Library Licence Agreements enables the Group to enlarge the content of its music and film
libraries; (iv) the bundling of new and old music and films respectively for future transactions can
broaden the customer base of the Group and increase the turnover of the Group; (v) organizing
concerts in the PRC and Macau is one of the core businesses of the Group and it is a common
market practice for concert organizers to co-organize concerts with other concert promoters; (vi)
eSun’s participation in concerts organized by the Company may help the Group diversify its
investment risks; and (vii) the right to invest in concerts organized by eSun in Hong Kong and
overseas provides flexibility to the Group in participating in concerts that the Group considers
appropriate and provides additional turnover to the Group, we consider that it is fair and
reasonable and in the interests of the Company and the Shareholders as a whole to enter into the
Artistes Engagement Framework Agreement, the Music Catalogue Licence Agreements, the Film
Library Licence Agreements and the Concert Co-production Framework Agreement and the
transactions contemplated thereunder are commercial transactions conducted in the ordinary and
usual course of business of the Group.
2.

Terms of the agreements for the Continuing Connected Transactions
(a)

Artistes Engagement Framework Agreement

The Artistes Engagement Framework Agreement is a master agreement which sets out
the principles upon which detailed terms of the transactions are to be determined between the
parties. Pursuant to the Artistes Engagement Framework Agreement, whenever any Relevant
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Group Member wishes to engage any Artiste, eSun shall procure the Relevant eSun
Associate, and the Company shall procure the Relevant Group Member, to negotiate the
terms and provisions of an Artistes Engagement Subject Agreement in good faith and on an
arm’s length basis and in accordance with normal custom for artiste engagement in Hong
Kong, provided that such terms and provisions shall be consistent with the terms and
provisions of the Artistes Engagement Framework Agreement.
Upon completion of the negotiation of the Artistes Engagement Subject Agreement,
eSun shall procure the Relevant eSun Associate to exercise its reasonable endeavours to seek
the approval of such Artiste for the Relevant eSun Associate to enter into the Artistes
Engagement Subject Agreement. Notwithstanding the foregoing, the parties acknowledge
that, when a Relevant eSun Associate negotiates any Artistes Engagement Subject Agreement
with the Relevant Group Member, it does so as the manager and/or agent of the Artiste, and
shall always act upon the instructions, wishes and the best interests of such Artiste. Subject
to the foregoing, eSun shall ensure that the Relevant eSun Associate shall offer to the
Relevant Group Member terms and conditions, on which such services are to be provided to
the Relevant Group Member by any such Artiste and/or any Relevant eSun Associate, which
are no less favourable than those offered to any independent third party.
The parties shall procure that the term of each Artistes Engagement Subject Agreement
shall not exceed the term of the Artistes Engagement Framework Agreement or the term as
extended pursuant to its terms and the annual aggregate amount of the consideration to be
paid under any and all Artistes Engagement Subject Agreements shall not exceed the relevant
Annual Cap.
The parties acknowledge and agree that individual engagement agreements entered into
prior to the date of the Artistes Engagement Framework Agreement shall constitute the
Artistes Engagement Subject Agreements and shall be bound by the terms and conditions of
the Artistes Engagement Framework Agreement.
We were advised by the management of the Company that the Group has been engaging
Artistes managed by the Relevant eSun Associates since September 2011 and the
consideration and terms of such engagement agreements were arrived at after arm’s length
negotiations between the parties by reference to the prevailing market conditions and on
normal commercial terms. We have reviewed some samples of the previous engagement
agreements entered into between the Relevant eSun Associates and the Relevant Group
Member and compared those agreements with the samples of the previous engagement
agreements entered into between the Relevant eSun Associates and other independent third
parties regarding the same Artiste. We noted that the major terms of such engagement
agreements, including the consideration and payment terms, offered to the Relevant Group
Member are comparable to, and no less favourable than, those offered to the independent
third parties. We consider that the principles set out in the Artistes Engagement Framework
Agreement of having the terms of the Artistes Engagement Subject Agreements to be
negotiated in good faith, on an arm’s length basis, in accordance with normal custom for
artiste engagement in Hong Kong and no less favourable than those offered to independent
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third parties were consistently applied in the previous transactions entered into between the
Relevant eSun Associates and the Relevant Group Member and are on normal commercial
terms.
(b)

Music Catalogue Licence Agreements

Pursuant to the Music Catalogue Licence Agreements, the Music Licensors
conditionally agreed to grant to the Company an exclusive, non-transferable and irrevocable
licence, with the right to sublicense, of certain music works and karaoke music videos in the
PRC and Macau, including (i) the right to reproduce and manufacture the relevant music
works in the configuration of a CD or DVD format; (ii) the right to issue to the public, sell,
advertise, market and exploit the relevant music works in the configuration of a CD or DVD
format under the title of the relevant music works; (iii) the right to rent, lend and show
copies of the relevant music works to the public; (iv) the right to reproduce the relevant
music works onto a secure computer server of the Company in the specified territories under
the Music Catalogue Licence Agreements and the right to exploit such music works via the
transmission, distribution, dissemination or making available of such music works by any
means; (v) the right to use all materials and information related to the relevant music works
provided by or on behalf of the licensor for the Company’s use in connection with the
distribution of the relevant music works; (vi) the right to reproduce and manufacture the
karaoke music videos; (vii) the right to issue, rent, lend and show copies of the karaoke
music videos to the public; and (viii) the right to use all materials and information related to
the karaoke music videos provided by or on behalf of the licensor for the Company’s use in
connection with the distribution of the karaoke music videos, for the period from the date of
the Music Catalogue Licence Agreements to 31 July 2014.
In consideration of the grant of the licences under the Music Catalogue Licence
Agreements by the Music Licensors, the Company shall pay to eSun, which was appointed as
the agent of the Music Licensors for the purposes of collecting and distributing monies paid
and payable in respect of the exploitation of the rights granted to the Company under the
licence in accordance with the provisions of the Music Catalogue Licence Agreements, 70%
of all Music Net Receipts earned by the Company in respect of any exploitation of the rights
by the Company of any or all of the rights granted to it under the licence as royalties on a
quarterly basis during the licence year, being a period of 12 months commencing on the date
the Music Catalogue Licence Agreements becoming unconditional, and in accordance with
the Music Licensors’ or eSun’s instructions from time to time. The royalties are subject to a
minimum guarantee of HK$3.0 million. If the total royalties paid by the Company to the
Music Licensors during the term of the Music Catalogue Licence Agreements are less than
the guaranteed amount, the Company will have to pay the Music Shortfall Amount to the
relevant Music Licensors on a dollar-for-dollar basis upon the determination of the Music
Shortfall Amount.
As advised by the management of the Company, the Group has not entered into any
agreement that is similar to the Music Catalogue Licence Agreements so far and thus, we
were unable to compare the terms of the Music Catalogue Licence Agreements between the
Company and other independent third parties. However, the management of the Company
confirmed that the terms of the Music Catalogue Licence Agreements, in particular the
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royalties charged by the Music Licensors, had been determined after arm’s length
negotiations between the parties with reference to the prevailing market practice and on
normal commercial terms. Furthermore, we were informed by the management of the
Company that eSun has entered into similar music licence agreements, in the capacity of
licensee, with independent third parties. We have reviewed some samples of the agreements
entered into between eSun and other independent third parties and noted that the royalties
charged by those independent third parties ranged from 30% to 75% of the net revenue.
Given that the rate of royalties of 70% of the Music Net Receipt charged by the Music
Licensors falls within the range of those charged by independent third parties under the
samples of the agreements we have reviewed, we consider the rate of royalties of 70% of the
Music Net Receipt is fair and reasonable and on normal commercial terms.
We were advised by the management of the Company that the aggregate minimum
guarantee under the Music Catalogue Licence Agreements of HK$3.0 million had been
determined based on arm’s length negotiations between the Company and the Music
Licensors, taking into account the historical revenue generated by eSun from the licensing,
sublicensing and sale of licence rights of music works and videos under the Music Catalogue
Licence Agreements. We have discussed with the management of eSun regarding the
historical performance of its licensing business in respect of the music works and videos
under the Music Catalogue Licence Agreements and reviewed the sales forecast of the music
licensing business of the Group for the three financial years ending 31 July 2014. Based on
the above, we are satisfied that such minimum guarantee is commercially justifiable.
(c)

Film Library Licence Agreements

Pursuant to the Film Library Licence Agreements, the Film Licensors conditionally
agreed that, subject to any third party rights in certain withheld films which are subject to
existing licences, from the date on which the Film Library Licence Agreements become
unconditional, the Company will be the exclusive licencee in the PRC (for some films) and
Macau (for the other films) of any rights owned by, acquired by or exclusively licensed to
the Film Licensors, as the case may be, after such date and the Company shall have the
exclusive right to exploit such rights in the PRC (for some films) and Macau (for the other
films).
The subject of the licence includes (i) the right to perform, display or show the relevant
films in public whether by exhibition or by all other methods now known or invented in the
future; (ii) the right to exploit any such films on videocassette, DVD or any other
audio-visual devices or other storage media of whatsoever nature now known or invented in
the future; (iii) the right to rent or lend such films to the public; (iv) the right to make
available or communicate the films to the public; (v) the right to use, encode, digitalise,
store, archive, reproduce, perform, broadcast, transmit or otherwise exploit the films whether
offered on a free, subscription, fee-per-exhibition or any other basis; (vi) the right to use,
encode, digitalise, store, archive, reproduce, perform, broadcast, transmit or otherwise exploit
the films by all forms of so called ‘‘video on demand’’ service; (vii) the right to make
available, distribute, display or otherwise exploit the films by means of a mobile technology
service; and (viii) the right to exercise all ancillary or associated rights customarily
comprised in the grants of audio-visual rights.
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On the expiry date of the withheld films’ existing licences, the Film Licensors will
grant to the Company under the Film Library Licence Agreements a licence of such withheld
films on the same terms as the other films currently in the Film Library Licence Agreements.
The term of the Film Library Licence Agreements shall commence on the date of the
Film Library Licence Agreements and, unless earlier terminated in accordance with the
provision thereof, shall continue until 31 July 2014.
In consideration of the grant of the licences under the Film Library Licence Agreements
by the Film Licensors, the Company shall pay to eSun, which was appointed by the Film
Licensors as their agent for the purposes of collecting and distributing monies paid and
payable in respect of the exploitation of the rights granted to the Company under the licence
in accordance with the Film Library Licence Agreements, 85% of all Film Net Receipts
earned by the Company in respect of any exploitation of the rights by the Company of any or
all of the rights granted to it under the licence as royalties. The Company shall pay the
aforesaid royalties to eSun (i) on a quarterly basis during the licence year, being a period of
12 months commencing on the date the Film Library Licence Agreements become
unconditional; and (ii) in accordance with the Film Licensors’ or eSun’s instructions from
time to time.
The royalties are subject to an aggregate minimum guarantee of HK$9.0 million. If the
total royalties paid under the terms of the Film Library Licence Agreements by the Company
to the Film Licensors during the term of the Film Library Licence Agreements are less than
the guaranteed amount, the Company will have to pay the Film Shortfall Amount to the
relevant Film Licensors on a dollar-for-dollar basis upon the determination of the Film
Shortfall Amount.
As advised by the management of the Company, the Group has not entered into any
agreement that is similar to the Film Library Licence Agreements so far and thus, we were
unable to compare the terms of the Film Library Licence Agreements between the Company
and other independent third parties. However, the management of the Company confirmed
that the terms of the Film Library Licence Agreements, in particular the royalties charged by
the Film Licensors, had been determined after arm’s length negotiations between the parties
with reference to the prevailing market practice and on normal commercial terms.
Furthermore, we were informed by the management of the Company that eSun had entered
into similar film licence agreements, both in the capacity of licensor and licensee, with
independent third parties, in respect of individual and multiple films. We have reviewed some
samples of the agreements entered into between eSun, as the licensee, and other independent
third parties, as the licensor, and noted that the royalties charged by independent third parties
under those samples of the agreements were at the rate of 85% of the gross receipt generated
from assets under the licensing agreements. As the royalties to be charged by eSun under the
Film Library Licence Agreements will be calculated based on net receipts instead of gross
receipts, we consider that the terms of the Film Library Licence Agreements are on terms no
less favourable than those available from independent third parties, which are also on normal
commercial terms, fair and reasonable so far as the Independent Shareholders are concerned
and in the interests of the Group.
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We were also advised by the management of the Company that the aggregate minimum
guarantee under the Film Library Licence Agreements of HK$9.0 million had been
determined based on arm’s length negotiations between the Company and the Film Licensors,
taking into account the historical revenue generated by eSun from the licensing, sublicensing
and sale of licence rights of the existing film collection under the Film Library Licence
Agreements. We have discussed with the management of eSun regarding the historical
performance of its licensing business in respect of the films under the Film Library Licence
Agreements and reviewed the sales forecast of the film licensing business of the Group for
the three financial years ending 31 July 2014. Based on the above, we are satisfied that such
minimum guarantee is commercially justifiable.
(d)

Concert Co-production Framework Agreement

Pursuant to the Concert Co-production Framework Agreement, in the event that (i) any
member of the eSun Associated Group wishes to jointly invest and participate in the
production of any concert in the PRC and Macau, of which any member of the Group is the
general manager or promoter; or (ii) any member of the Group wishes to jointly invest and
participate in the production of any concert in Hong Kong and overseas (excluding the PRC
and Macau), of which any member of the eSun Associated Group is a general manager or
promoter, eSun undertakes to procure the relevant member of the eSun Associated Group,
and the Company undertakes to procure the relevant member of the Group, to negotiate in
good faith and, if thought fit, enter into the Concert Co-production Subject Agreements
which would set out the details and further terms and conditions for the co-production of
concerts contemplated thereunder, including the budget, the amount and share of the Working
Capital, the profit/loss sharing arrangement and ownership of intellectual property rights, in
all cases subject to and in compliance with the applicable provisions of the Listing Rules and
the GEM Listing Rules.
According to the Concert Co-production Framework Agreement, each Concert Coproduction Subject Agreement shall be negotiated on a case-by-case and an arm’s length
basis and on normal commercial terms. The term of each Concert Co-production Subject
Agreement shall not exceed the term of the Concert Co-production Framework Agreement,
which shall commence on the date of the agreement and continue until 31 July 2014 (subject
to renewal by the contracting parties). The Concert Co-production Framework Agreement
also stipulated that the consideration, being the total capital amount to be invested by the
Company pursuant to each Concert Co-production Subject Agreement (including but not
limited to the Working Capital) and the amount of the guarantee or indemnity to be provided
by the relevant member of the Group, in connection with the relevant concert shall be set out
in the relevant Concert Co-production Subject Agreement and must be fair and reasonable.
We have discussed with the management of the Company and understand that the terms
of each Concert Co-production Subject Agreement, in particular the consideration of each
Concert Co-production Subject Agreement, shall be determined on an arm’s length basis with
reference to the prevailing market practice and on normal commercial terms. On this basis,
we consider the principles in respect of the determination of the terms of the Concert Coproduction Subject Agreement are fair and reasonable.
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As advised by the management of the Company, the Group has not entered into any
agreement which is similar to the Concert Co-production Framework Agreement so far and
thus we were unable to compare the terms of the Concert Co-production Framework
Agreement between the Company and other independent third parties. However, the
management of the Company confirmed that the terms of the Concert Co-production
Framework Agreement had been determined after arm’s length negotiations between the
parties with reference to the prevailing market practice and on normal commercial terms. We
understand that eSun has entered into similar concert co-production agreements with
independent third parties and have reviewed samples of the agreements entered into between
eSun and other independent third parties. We noted that the profit/loss was shared in
proportion to the investment costs of the respective parties under all of those samples of
agreements. The management of the Company further confirmed that the sharing of profit/
loss for any particular concert co-produced by the Company and eSun would be in proportion
to their respective investment costs. Having considered the fact that the profit/loss shared by
eSun and independent third parties in relation to the co-production of concerts was also in
proportion to their respective investment costs, we are of the view that the terms of the
Concert Co-production Framework Agreement, in particular the profit/loss sharing
mechanism under the Concert Co-production Framework Agreement, are fair and reasonable
and on normal commercial terms.
Given all the factors mentioned above, we consider that the terms of the Continuing
Connected Transactions are fair and reasonable and on normal commercial terms so far as the
Independent Shareholders are concerned and in the interests of the Company and the Shareholders
as a whole.
3.

Bases of the Annual Caps
The proposed Annual Caps are summarized as follows:
Annual Caps
For the financial year ending
31 July
2012
2013
2014
HK$’000
HK$’000
HK$’000
Artistes Engagement Framework Agreement
Music Catalogue Licence Agreements
Film Library Licence Agreements
Concert Co-production Framework Agreement
(a)

13,690
2,030
34,544
14,600

19,550
3,290
4,487
43,134

12,350
6,440
1,955
73,860

Artistes Engagement Framework Agreement

The Annual Caps for the transactions contemplated under the Artistes Engagement
Framework Agreement are determined based on the consideration to be paid to eSun for the
potential projects to be organized by the Group during the three financial years ending 31
July 2014 and the estimated number of concerts, advertisements and films to be organized,
produced and filmed by the Group according to the Group’s business development plan. The
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consideration to be paid to eSun comprises the artiste fee to be paid to the Artistes and the
manager commission payable to eSun in accordance with the commission rate applicable to
each of the Artistes under the management of eSun.
We have discussed with the management of the Company and reviewed the calculation
of the Annual Caps. We have also reviewed the business development plan of the Group for
the expected engagements of the Artistes for various events, including concerts,
advertisements and films, for the three financial years ending 31 July 2014 and samples of
the engagement agreements entered into between the Relevant eSun Associates and the
Relevant Group Member. We are satisfied that the number of events planned to be organized
by the Group for the three financial years ending 31 July 2014 is commercially viable and
noted that the anticipated consideration to be paid to eSun for the Artistes’ performances
applied in the calculation of Annual Caps are in line with the rates indicated in the samples
of the engagement agreements.
As indicated in the above table, the proposed Annual Cap for the financial year ending
31 July 2013 is higher than that of the financial year ending 31 July 2012 but the proposed
Annual Cap for the financial year ending 31 July 2014 is lower than that of the financial year
ending 31 July 2012 and 31 July 2013 respectively. We were advised by the management of
the Company that a higher annual cap is required for the financial year ending 31 July 2013
because the number of concerts to be organized by the Group for such year is expected to
increase, having taken into account the potential projects under negotiation. We have
reviewed the list of potential projects under negotiation and discussed with the management
of the Group regarding such projects under negotiation and were given to understand that the
Group is planning for such events seriously. We have also reviewed samples of the
engagement agreements entered into between the Relevant eSun Associates and the Relevant
Group Member and noted that the estimated considerations for Artistes’ performances applied
in the calculation of the Annual Caps are in line with the rates set out in the samples of the
engagement agreements. We consider that the proposed Annual Cap for the financial year
ending 31 July 2013 is fair and reasonable, having taken into account the fees charged by the
relevant Artistes, the commission rate applicable to the relevant Artistes and the estimated
number of events to be organized by the Group during the financial year ending 31 July
2013.
For the financial year ending 31 July 2014, the aggregate annual consideration under
the Artistes Engagement Framework Agreement is expected to be lower than the previous
two years because certain eSun artiste management contracts will expire in 2013 and the
engagement of such artistes by the Group for the financial year ending 31 July 2014 will be
excluded from the Annual Cap. Furthermore, the Group currently does not have any concrete
projects under negotiation for the financial year ending 31 July 2014. In this regard, the
Group proposed a lower Annual Cap for the financial year ending 31 July 2014.
In light of the above, we consider that the proposed Annual Caps for the transactions
contemplated under the Artistes Engagement Framework Agreement are fair and reasonable.
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(b)

Music Catalogue Licence Agreements

The Annual Caps for the transactions contemplated under the Music Catalogue Licence
Agreements are determined based on the projected revenue stream that could be generated by
the Group in the exploitation of the relevant music works and karaoke music videos licensed
thereunder and the rate of royalties stipulated in the Music Catalogue Licence Agreements.
The projected revenue stream is determined with reference to the historical results generated
by eSun from the licensing, sublicensing and sale of licence rights of music works and
videos, and the potential contracts under negotiation net of other costs and disbursements to
be incurred by the licensee from the exploitation of any or all of the rights granted to it under
the relevant licences.
We have discussed with the management of the Company and reviewed the calculation
of the Annual Caps and the projected revenue stream for the three financial years ending 31
July 2014 prepared by the management of the Company. We understand that the licensing
income would be mainly derived from the digital licensing of music followed by public
performance, karaoke server licence and physical licence in the PRC and a significant
increase in licensing income was anticipated during the three financial years ending 31 July
2014. We were advised by the management of the Company that such increase was
attributable to the expected organic growth of the Company in licensing income of music
with a compound annual growth rate of approximately 36.9%, in particular the licensing
income from public performance, and the benefit derived from the achievement of economics
of scale after two years of operation by the Group in the PRC.
According to the information published by Music Copyright Society of China, the
music licensing income in the PRC in 2011 amounted to approximately RMB88.9 million,
which is about two times of the figure for 2009. The management of the Company considers,
and we concur with its view, that the music licensing industry in the PRC has to date
achieved only a tiny fraction of its potential given the high piracy rate in the PRC, which
was estimated by the International Federation of the Phonographic Industry (IFPI) to be about
99% in 2010, and the growth rate in music licensing income in the PRC would escalate
further in the future with the PRC’s increasing commitment to fighting piracy and launching
of various special anti-piracy campaigns. Having considered the above factors, we are
satisfied that the projected revenue stream used for the calculation of the Annual Caps have
been made by the Directors after due and careful enquiry.
(c)

Film Library Licence Agreements

The Annual Caps for the transactions contemplated under the Film Library Licence
Agreements are determined based on the projected revenue stream that could be generated by
the Group in the exploitation of the relevant films and the withheld films licensed thereunder
and the rate of royalties stipulated in the Film Library Licence Agreements. The projected
revenue stream is determined with reference to the historical results generated by eSun from
the licensing, sublicensing and sale of licence rights of the existing film collection under the
Film Library Licence Agreements, and to the potential films to be released, net of other costs
and disbursements to be incurred by the licensee from the exploitation of any or all of the
rights granted to it under the relevant licences.
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We have discussed with the management of the Company and reviewed the calculation
of the Annual Caps. We have also reviewed the projected revenue stream for the three years
ending 31 July 2014 prepared by the management of the Company and noted that the
projected Film Gross Receipts, as well as the Annual Cap, for the financial year ending 31
July 2012 were substantially higher than that of 31 July 2013 and 2014 and they were
decreasing over the period under review. The management of the Company explained to us
that a film would generate the highest licensing income in the first year of release. After that,
the licensing income will decline over time. As the film library under the Film Library
Licence Agreements include a new film released recently and two new films to be released in
2012 but does not include any new film to be released in 2013 and 2014, the Directors
expected that a substantial licensing income would be generated from the new films to be
released in 2012 and the revenue from films would decrease by an average decline rate of
approximately 75.4% and 100% for the second and the third year from release respectively.
We have reviewed the historical statistics of certain films released by the eSun Associated
Group in 2009 and noted that the average decline rate on revenue from those films for the
second and the third year from the date of release was approximately 72.4% and 90.1%
respectively, which are similar to the rates adopted in the calculation of the Annual Caps for
the transactions contemplated under the Film Library Licence Agreements. Based on the
above, we consider that the proposed Annual Caps for the transactions contemplated under
the Film Library Licence Agreements for the three financial years ending 31 July 2014 are
fair and reasonable.
(d)

Concert Co-production Framework Agreement

The Annual Caps for the transactions contemplated under the Concert Co-production
Framework Agreement are determined based on (i) the anticipated number of concerts to be
co-produced by the Group and eSun in Macau, Hong Kong, the PRC and oversea countries;
and (ii) the estimated production costs and share of total investment in these concerts.
We noted that the Annual Caps for the transactions contemplated under the Concert
Co-production Framework Agreement increase significantly for the three financial years
ending 31 July 2014. We have discussed with the management of the Company and reviewed
the calculation of the Annual Caps. The Company anticipated that it would co-invest with
eSun for concerts with an investment ratio ranging from 10% to 80%, depending on the
location of the concerts and artistes involved, and the number of concerts co-produced by the
Group and eSun would increase during the three financial years ending 31 July 2014. We
were also advised by the management of the Company that the Company was establishing an
operation in the PRC to engage in a number of music-related businesses including, but not
limited to licensing, internet or online merchandising, productions or new output and
producing concerts and events which would cast the PRC artistes. It was expected that the
aforesaid operation would commence by around mid 2012. With the said operation in place,
the Group will be able to organize more concerts in the PRC and thus increase the
opportunities for the Group and eSun to co-produce concerts in the PRC. As a result, it is
expected that the Group will be organizing more concerts for topline artistes and requiring an
increase in estimated production costs. We have also reviewed the samples of the estimated
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production costs of concerts and are satisfied that the estimated production costs used for the
calculation of the Annual Caps have been made by the Directors after due and careful
enquiry.
Having taken into account the above analysis, we consider that the Annual Caps of each of
the Continuing Connected Transactions proposed by the Company are fair and reasonable.
4.

Annual review of the Continuing Connected Transactions

The Company confirms that it will comply with Rule 20.37 to Rule 20.40 of the GEM
Listing Rules during the term of the Artistes Engagement Framework Agreement, the Music
Catalogue Licence Agreements, the Film Library Licence Agreements and the Concert Coproduction Framework Agreement, in particular:
(i)

(ii)

the independent non-executive Directors will review the Continuing Connected
Transactions annually and confirm in the annual report of the Company that such
transactions have been entered into:
(a)

in the ordinary and usual course of business of the Company;

(b)

either on normal commercial terms or, if there are not sufficient comparable
transactions to judge whether they are on normal commercial terms, on terms no
less favourable to the Company than terms available to or from (as appropriate)
independent third parties; and

(c)

in accordance with the relevant agreements governing them on terms that are fair
and reasonable and in the interests of the Shareholders as a whole;

the independent auditors of the Company must provide a letter to the Board (with a
copy provided to the Stock Exchange at least 10 business days prior to bulk printing of
the Company’s annual report annually), confirming that the Continuing Connected
Transactions:
(a)

have received the approval of the Board;

(b)

have been entered into in accordance with the pricing policies of the Group;

(c)

have been entered into in accordance with the terms of the relevant agreements
governing the transactions; and

(d)

have not exceeded the Annual Caps as disclosed;

(iii) the Board must state in the annual report of the Company whether its independent
auditors have confirmed the matters referred to in paragraph (ii) above; and
(iv) the Company will promptly notify the Stock Exchange and publish an announcement if
it knows or has reason to believe that the independent non-executive Directors and/or
independent auditors of the Company will not be able to confirm the matters set out in
the above paragraphs (i) and/or (ii) respectively.

– 53 –

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
Given the above, we are of the view that the interests of the Company and the Independent
Shareholders will be properly safeguarded.
RECOMMENDATION
Having considered the abovementioned principal factors and reasons, we consider that (i) the
Continuing Connected Transactions are conducted in the ordinary and usual course of business and on
normal commercial terms; and (ii) the terms of the Continuing Connected Transactions (and the Annual
Caps) are fair and reasonable so far as the Independent Shareholders are concerned and in the interests
of the Company and the Shareholders as a whole. We, therefore, recommend the Independent Board
Committee to advise the Independent Shareholders, as well as the Independent Shareholders, to vote in
favour of the resolutions to approve the Continuing Connected Transactions at the upcoming SGM.
Yours faithfully,
For and on behalf of
Hercules Capital Limited
Louis Koo
Managing Director

Amilia Tsang
Director

– 54 –

APPENDIX
1.

GENERAL INFORMATION

RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the GEM Listing Rules for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief, the information contained in this circular 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 circular misleading.
2.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN SECURITIES

As at the Latest Practicable Date, the interests and short positions of the Directors and the chief
executive of the Company and their respective associates in the Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the
SFO), which were required (i) to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO); or (ii) pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or (iii) pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules relating to securities transactions by the Directors, to be notified to the Company and the Stock
Exchange, were as follows:
(1)

The Company
(a)

Long positions in the Shares

Name of Directors

Dr. Lam Kin Ngok,
Peter (Note 1)

Capacity in which the
Shares are held

(i)

Interest of controlled
corporations
Deemed interest under
S.317 of the SFO

6,712,925,500

51.09%

1,732,343,209

13.18%

8,445,268,709

64.27%

576,098,633

4.38%

7,869,170,076

59.89%

Total

8,445,268,709

64.27%

Deemed interest under S.317 of
the SFO

8,445,268,709

64.27%

(ii)

Total
Mr. Yu Feng (Note 2)

(i)
(ii)

Mr. Choi Chiu Fai,
Stanley (Note 3)

Approximate
percentage
Number of total issued
of the Shares
Shares
(Note 5)

Interest of controlled
corporations
Deemed interest under
S.317 of the SFO
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Approximate
percentage
Number of total issued
of the Shares
Shares
(Note 5)

Name of Directors

Capacity in which the
Shares are held

Ms. Etsuko Hoshiyama

Beneficial owner

3,000,000

0.02%

Mr. Chan Chi Yuen

Beneficial owner

2,300,000

0.02%

Number of the
underlying Shares comprised in

Approximate
percentage of
total issued
Shares
(Note 5)

Long positions in the underlying Shares

Name of Directors

Dr. Lam Kin Ngok,
Peter (Note 1)

Capacity in which the
underlying Shares are held

(i)
(ii)

Interest of controlled
corporations
Deemed interest under
S.317 of the SFO

Total
Mr. Yu Feng (Note 2) (i)
(ii)

(i)
(ii)

Interest of controlled
corporations
Deemed interest under
S.317 of the SFO

14,132,500,000

—

107.55%

9,650,479,894

—

73.44%
180.99%

6,486,699,793

—

49.36%

17,296,280,101

—

131.63%

23,782,979,894
Interest of a controlled
corporation
Deemed interest under
S.317 of the SFO

Total
Mr. Tang Jun
(Note 4)

Share
Options

23,782,979,894

Total
Mr. Choi Chiu Fai,
Stanley (Note 3)

Convertible
Notes

180.99%

492,092,899

—

3.74%

23,290,886,995

—

177.25%

23,782,979,894

—

Beneficial owner
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Associated Corporations
(a)

eSun Holdings Limited
Ordinary shares of HK$0.50 each

Name of Director
Dr. Lam Kin Ngok,
Peter

Capacity in which shares
are held
(i)
(ii)

Interest of controlled
corporations
Beneficial owner

Total
(b)

Number of
shares

Approximate
percentage of
total issued
shares

471,604,186
2,794,443

37.93%
0.23%

474,398,629

38.16%

Perfect Sky Holdings Limited
Ordinary share of US$1.00

Name of Director

Capacity in which share
is held

Dr. Lam Kin Ngok,
Peter

Interest of controlled
corporations

Number of
shares

Percentage of
total issued
shares

1

100.00%

Notes:
(1)

(2)

(a)

By virtue of the interest of Dr. Lam Kin Ngok, Peter (‘‘Dr. Lam’’) through his controlled
corporations described in paragraph (b) immediately below, Dr. Lam was deemed to be
interested in the Shares owned/to be owned by Perfect Sky as shown in the section headed ‘‘3.
SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN
SECURITIES’’ below pursuant to Part XV of the SFO.

(b)

Perfect Sky is a wholly-owned subsidiary of eSun and eSun is indirectly owned as to
approximately 37.93% by Lai Sun Development Company Limited (‘‘LSD’’) which is
approximately 47.97% directly and indirectly owned by Lai Sun Garment (International)
Limited (‘‘LSG’’). LSG is approximately 8.07% owned by Dr. Lam and is approximately
29.99% owned by Wisdoman Limited (‘‘Wisdoman’’) which is in turn 50% beneficially owned
by Dr. Lam.

(a)

By virtue of the interest of Mr. Yu Feng (‘‘Mr. Yu’’) through his controlled corporations
described in paragraph (b) immediately below, Mr. Yu was deemed to be interested in the
Shares owned/to be owned by Next Gen Entertainment Limited (‘‘Next Gen’’) as shown in the
section headed ‘‘3. SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS IN SECURITIES’’ below pursuant to Part XV of the SFO.

(b)

Next Gen is a wholly-owned subsidiary of Yunfeng Fund, L.P. of which Mr. Yu is the founder
and chairman. Mr. Yu is also the sole director of the aforesaid fund’s general partner.
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(a)

By virtue of the interest of Mr. Choi Chui Fai, Stanley (‘‘Mr. Choi’’) through his controlled
corporation described in paragraph (b) immediately below, Mr. Choi was deemed to be
interested in the Shares owned/to be owned by Grace Promise Limited (‘‘Grace Promise’’) as
shown in the section headed ‘‘3. SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN SECURITIES’’ below pursuant to Part XV of the SFO.

(b)

Grace Promise is wholly and beneficially owned by Mr. Choi.

The Share Options to subscribe for a total of 101,102,576 Shares were granted to Mr. Tang Jun
pursuant to the Share Option Scheme with details as follows:
Number of
underlying Shares
comprised therein
and outstanding
as at Latest
Practicable Date

31,341,666
31,341,666
31,341,668
2,359,192
2,359,192
2,359,192
Total

Date of grant

26 August
26 August
26 August
17 January
17 January
17 January

2011
2011
2011
2012
2012
2012

Exercise period
(dd/mm/yyyy)
06/08/2012
06/08/2013
06/08/2014
06/08/2012
06/08/2013
06/08/2014

to
to
to
to
to
to

05/08/2013
05/08/2014
05/09/2015
05/08/2013
05/08/2014
05/09/2015

Exercise
price per Share
(HK$)
0.2042
0.24504
0.26546
0.1448
0.17376
0.18824

101,102,576

Notes:
(i)

(a)

Any part of the relevant Share Option in respect of the Shares comprised therein not
exercised in whole in the original exercise period may be carried forward and exercised
in the subsequent period(s) subject to the payment of the appropriate exercise price per
Share.

(b)

For the first tranche of the Share Option granted on 26 August 2011 (the ‘‘Option I’’),
the vesting period is from 26 August 2011 to 5 August 2012. For the second tranche of
the Option I, the vesting period is from 26 August 2011 to 5 August 2013. For the third
tranche of the Option I, the vesting period is from 26 August 2011 to 5 August 2014.
For the first tranche of the Share Option granted on 17 January 2012 (the ‘‘Option II’’),
the vesting period is from 17 January 2012 to 5 August 2012. For the second tranche of
the Option II, the vesting period is from 17 January 2012 to 5 August 2013. For the third
tranche of the Option II, the vesting period is from 17 January 2012 to 5 August 2014.

(ii)

(5)

The exercise price of the Share Options is subject to adjustment in case of rights issue or other
specific changes in the Company’s share capital.

The total number of the issued Shares as at the Latest Practicable Date (that is, 13,140,257,612 Shares)
has been used for the calculation of the approximate percentage.

Save as disclosed in this section 2, as at the Latest Practicable Date, none of the Directors and the
chief executive of the Company or their respective associates had any interests or short positions in the
Shares, underlying Shares or debentures of the Company or any of its associated corporations (within
the meaning of the SFO) which were required (i) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the SFO); or (ii) pursuant to Section 352 of the
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SFO, to be entered in the register referred to therein; or (iii) pursuant to Rules 5.46 to 5.67 of the GEM
Listing Rules relating to securities transactions by the Directors, to be notified to the Company and the
Stock Exchange.
3.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN
SECURITIES

So far as was known by or otherwise notified to the Directors and the chief executive of the
Company, as at the Latest Practicable Date, the following corporations or persons had 5% or more
interests or short positions in the Shares or underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in
the register required to be kept by the Company under Section 336 of the SFO or were entitled to
exercise, or control the exercise of, 10% or more of the voting power at any general meeting of the
Company (the ‘‘Voting Entitlement’’):
Long positions in the Shares

Name of Shareholders

Substantial Shareholders
Dr. Lam Kin Ngok, Peter
(Note 1)
Lai Sun Garment
(International) Limited
(Note 1)
Zimba International
Limited (Note 1)
Lai Sun Development
Company Limited
(Note 1)
Transtrend Holdings
Limited (Note 1)
eSun Holdings Limited
(Note 1)
Perfect Sky Holdings
Limited (Note 1)
Mr. Tse On Kin (Note 2)
Sun Great Investments
Limited (Note 2)
Mr. Yu Feng (Note 3)
Yunfeng Fund, L.P.
(Note 3)
Next Gen Entertainment
Limited (Note 3)
SINA Corporation
(Note 4)
Memestar Limited
(Note 4)
Mr. Choi Chiu Fai,
Stanley (Note 5)
Ms. Cheung Fung Kuen,
Maggie (Note 5)

Approximate
percentage of
total issued
Shares
(Note 10)

Number
of the Shares

Number of the
underlying
Shares

Deemed interest
pursuant to
Section 317
of the SFO
(Note 7)

Interest of controlled corporations

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Interest of controlled corporations

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Interest of controlled corporations

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Interest of controlled corporations

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Interest of controlled corporations

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Interest of a controlled corporation

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Beneficial owner

6,712,925,500

14,132,500,000

11,382,823,103

32,228,248,603

245.26%

Interest of a controlled corporation
Beneficial owner

1,064,000,000
1,064,000,000

430,000,000
430,000,000

30,734,248,603
30,734,248,603

32,228,248,603
32,228,248,603

245.26%
245.26%

Interest of controlled corporations
Interest of a controlled corporation

576,098,633
576,098,633

6,486,699,793
6,486,699,793

25,165,450,177
25,165,450,177

32,228,248,603
32,228,248,603

245.26%
245.26%

Beneficial owner

576,098,633

6,486,699,793

25,165,450,177

32,228,248,603

245.26%

Interest of a controlled corporation

92,244,576

1,164,487,920

30,971,516,107

32,228,248,603

245.26%

Beneficial owner

92,244,576

1,164,487,920

30,971,516,107

32,228,248,603

245.26%

Interest of a controlled corporation

—

492,092,899

31,736,155,704

32,228,248,603

245.26%

Interest of a controlled corporation

—

492,092,899

31,736,155,704

32,228,248,603

245.26%

Capacity in which the Shares
and the underlying Shares
are held
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Grace Promise Limited
(Note 5)
Prowise Global
Investment Limited
(Note 6)
Mr. Zhou Xin (Note 6)
嚴紅春 (Note 6)
On Chance Inc. (Note 6)
Other Persons
Ms. Liu Yang (Note 8)
Atlantis Capital Holdings
Limited (Note 8)
Atlantis Investment
Management (Hong
Kong) Limited
(Note 8)
Tencent Holdings Limited
(Note 9)
THL G Limited (Note 9)

GENERAL INFORMATION

Approximate
percentage of
total issued
Shares
(Note 10)

Number
of the Shares

Number of the
underlying
Shares

Deemed interest
pursuant to
Section 317
of the SFO
(Note 7)

Beneficial owner

—

492,092,899

31,736,155,704

32,228,248,603

245.26%

Interest of a controlled corporation

—

1,077,199,282

31,151,049,321

32,228,248,603

245.26%

Interest of a controlled corporation
Interest of a controlled corporation
Beneficial owner

—
—
—

1,077,199,282
1,077,199,282
1,077,199,282

31,151,049,321
31,151,049,321
31,151,049,321

32,228,248,603
32,228,248,603
32,228,248,603

245.26%
245.26%
245.26%

Interest of controlled corporations
Interest of a controlled corporation

658,750,000
658,750,000

—
—

—
—

658,750,000
658,750,000

5.01%
5.01%

Beneficial owner

658,750,000

—

—

658,750,000

5.01%

Interest of a controlled corporation

658,750,000

—

—

658,750,000

5.01%

Beneficial owner

658,750,000

—

—

658,750,000

5.01%

Capacity in which the Shares
and the underlying Shares
are held

Total

Notes:
(1)

Perfect Sky is wholly owned by eSun. eSun is owned as to approximately 37.93% by Transtrend Holdings Limited
(‘‘Transtrend’’). Transtrend is wholly owned by LSD. LSD is approximately 47.97% owned by LSG and two of
LSG’s wholly-owned subsidiaries, namely Zimba International Limited (‘‘Zimba’’) and Joy Mind Limited (‘‘Joy
Mind’’). LSG is approximately 8.07% owned by Dr. Lam and is approximately 29.99% owned by Wisdoman which
is in turn 50% beneficially owned by Dr. Lam. Thus, all the above companies are corporations controlled by Dr.
Lam, and Dr. Lam, LSG, Zimba, LSD, Transtrend and eSun were deemed to be interested in such Shares which
Perfect Sky was interested in pursuant to Part XV of the SFO.
Of the Directors, Dr. Lam is also a director of eSun, Transtrend, LSD, Zimba, Joy Mind, LSG and Wisdoman, and
Mr. Lui Siu Tsuen, Richard is also a director of Perfect Sky, eSun, LSD, Zimba, Joy Mind and LSG.

(2)

Sun Great Investments Limited (‘‘Sun Great’’) is wholly and beneficially owned by Mr. Tse On Kin (‘‘Mr. Tse’’).
Mr. Tse was, therefore, deemed to be interested in such Shares which Sun Great was interested in pursuant to Part
XV of the SFO.

(3)

Next Gen is wholly and beneficially owned by Yunfeng Fund, L.P. of which Mr. Yu is the founder and chairman.
Mr. Yu and the aforesaid fund were, therefore, deemed to be interested in such Shares which Next Gen was
interested in pursuant to Part XV of the SFO. Mr. Yu is also the sole director of the general partner of the aforesaid
fund.

(4)

Memestar Limited (‘‘Memestar’’) is wholly and beneficially owned by SINA Corporation (‘‘SINA’’). SINA was,
therefore, deemed to be interested in such Shares which Memestar was interested in pursuant to Part XV of the SFO.

(5)

Grace Promise is wholly and beneficially owned by Mr. Choi. Mr. Choi and his wife Ms. Cheung Fung Kuen,
Maggie were, therefore, deemed to be interested in such Shares which Grace Promise was interested in pursuant to
Part XV of the SFO.
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(6)

On Chance Inc. (‘‘On Chance’’) is owned as to 95% by Mr. Zhou Xin (‘‘Mr. Zhou’’) and as to 5% by Prowise
Global Investment Limited. Mr. Zhou and his wife 嚴紅春 were, therefore, deemed to be interested in such Shares
which On Chance was interested in pursuant to Part XV of the SFO.

(7)

Pursuant to Section 317 of the SFO, each of Perfect Sky, Sun Great, Next Gen, Memestar, On Chance and Grace
Promise (all of which are parties to a subscription agreement entered into with the Company on 23 March 2011) was
deemed to be interested in the Shares and the underlying Shares held by the other parties.

(8)

Atlantis Investment Management (Hong Kong) Limited (‘‘Atlantis Investment’’) is wholly and beneficially owned
by Atlantis Capital Holdings Limited (‘‘Atlantis Capital’’) which is in turn wholly and beneficially owned by Ms.
Liu Yang (‘‘Ms. Liu’’). Ms. Liu and Atlantis Capital were, therefore, deemed to be interested in such Shares which
Atlantis Investment was interested in pursuant to Part XV of the SFO.

(9)

THL G Limited (‘‘THL’’) is wholly and beneficially owned by Tencent Holdings Limited (‘‘Tencent’’). Tencent was,
therefore, deemed to be interested in such Shares which THL was interested in pursuant to Part XV of the SFO.

(10)

The total number of the issued Shares as at the Latest Practicable Date (that is, 13,140,257,612 Shares) has been used
for the calculation of the approximate percentage.

Save as disclosed above, as at the Latest Practicable Date, there were no other persons who were
recorded in the register of the Company as having an interest or short positions in the Shares or
underlying Shares which would fall to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO or who had the Voting Entitlement.
Save as disclosed above, as at the Latest Practicable Date, none of the Directors was a director or
employee of a company which had an interest or short position in the Shares and underlying Shares,
which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO.
4.

MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any other material adverse
change in the financial or trading position of the Group since 31 July 2011, being the date to which the
latest published audited financial statements of the Company were made up.
5.

DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed service
contract with any member of the Group, which is not determinable by the relevant employing member of
the Group within one year without payment of compensation (other than statutory compensation).
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DIRECTORS’ INTERESTS IN ASSETS OR CONTRACTS OR ARRANGEMENTS
SIGNIFICANT TO THE GROUP

Dr. Lam Kin Ngok, Peter and Mr. Lui Siu Tsuen, Richard, executive Directors, are both directors
of eSun (an indirect controlling Shareholder) and certain of the associates of eSun. Further, Mr. Chan
Chi Kwong, an executive Director, is a director of certain associates of eSun. Accordingly, Dr. Lam Kin
Ngok, Peter, Mr. Lui Siu Tsuen, Richard and Mr. Chan Chi Kwong are materially interested in the
Continuing Connected Transactions.
Save as disclosed herein, none of the Directors had any interest, direct or indirect, in any assets
which have been, since 31 July 2011 (being the date to which the latest published audited financial
statements of the Company were made up), acquired or disposed of by or leased to any member of the
Group, or are proposed to be acquired or disposed of by or leased to any member of the Group as at the
Latest Practicable Date.
Save as disclosed herein, as at the Latest Practicable Date, none of the Directors was materially
interested in any subsisting contract or arrangement which is significant in relation to the business of the
Group.
7.

COMPETING INTERESTS

As at the Latest Practicable Date, the following Director was considered to have interests in the
businesses, which compete or are likely to compete, either directly or indirectly, with the businesses of
the Group pursuant to the GEM Listing Rules.
As at the Latest Practicable Date, Mr. Yu Feng was:
(a)

a director and shareholder of Huayi Brothers Media Corporation (‘‘Huayi Brothers’’) whose
securities are listed and traded on the China Growth Enterprise Market of Shenzhen Stock
Exchange and which is engaged in the entertainment business in the PRC; and

(b)

holding 13,375,800 shares in Huayi Brothers, representing approximately 2.21% of its total
issued share capital.

However, the Board is independent from the board of directors of the aforesaid company and Mr.
Yu Feng cannot personally control the Board. Further, Mr. Yu Feng is fully aware of, and has been
discharging, his fiduciary duty to the Company and has acted and will continue to act in the best
interests of the Company and its Shareholders as a whole. Therefore, the Group is capable of carrying
on its businesses independently of, and at arm’s length from the business of such company.
Save as disclosed above, as at the Latest Practicable Date, none of the Directors and their
respective associates had any material interest in a business which competes or is likely to compete with
the businesses of the Group (which would be required to be disclosed under Rule 11.04 of the GEM
Listing Rules).
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EXPERT AND CONSENT

The following is the qualification of the expert who has given its advice for inclusion in this
circular:
Name

Qualification

Hercules Capital

a licensed corporation licensed to carry on Type 6 (advising on
corporate finance) regulated activity for the purpose of the SFO

Hercules Capital has given and has not withdrawn its written consent to the issue of this circular
with the inclusion of its letter dated 17 February 2012 and reference to its name or opinion, in the form
and context in which it appears. As at the Latest Practicable Date, Hercules Capital did not have any
shareholding in any member of the Group or the right (whether legally enforceable or not) to subscribe
for or to nominate persons to subscribe for securities in any member of the Group.
9.

10.

GENERAL
(a)

The company secretary and compliance officer of the Company is Ms. Etsuko Hoshiyama,
who is a certified public accountant registered with the Hong Kong Institute of Certified
Public Accountants and a member of The American Institution of Certified Public
Accountants.

(b)

The Company’s registered office is at Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda. The head office and principal place of business is at 11th Floor, Lai Sun
Commercial Centre, 680 Cheung Sha Wan Road, Kowloon, Hong Kong.

(c)

The branch share registrar and transfer office of the Company in Hong Kong is
Computershare Hong Kong Investor Services Limited, at Shops 1712–1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

(d)

The English text of this circular and accompanying form of proxy shall prevail over the
Chinese text in case of any inconsistency.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours (i.e.
from 9:30 a.m. to 12:30 p.m. and from 2:30 p.m. to 5:30 p.m.) on any weekday (Saturdays and public
holidays in Hong Kong excepted) unless (i) a tropical cyclone warning signal number 8 or above is
hoisted; or (ii) a black rainstorm warning signal is issued at the principal place of business of the
Company in Hong Kong at 11th Floor, Lai Sun Commercial Centre, 680 Cheung Sha Wan Road,
Kowloon, Hong Kong from the date of this circular up to and including the date of the SGM:
(a)

the Artistes Engagement Framework Agreement;

(b)

each of the Music Catalogue Licence Agreements;

(c)

each of the Film Library Licence Agreements;

– 63 –

APPENDIX

GENERAL INFORMATION

(d)

the Concert Co-production Framework Agreement;

(e)

the letter from the Independent Board Committee, the text of which is set out on pages 37
and 38 of this circular;

(f)

the letter from the Independent Financial Adviser, the text of which is set out on pages 39 to
54 in this circular;

(g)

the written consent from Hercules Capital referred to in the section headed ‘‘EXPERT AND
CONSENT’’ in this appendix; and

(h)

this circular.
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Media Asia Group Holdings Limited
(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)

(Stock Code: 8075)

NOTICE OF THE SPECIAL GENERAL MEETING
NOTICE IS HEREBY GIVEN that a special general meeting (the ‘‘SGM’’) of Media Asia Group
Holdings Limited (the ‘‘Company’’) will be held at Kellett Room IV, 3rd Floor, The Excelsior Hong
Kong, 281 Gloucester Road, Causeway Bay, Hong Kong on Monday, 5 March 2012 at 3:00 p.m. to
consider and, if thought fit, passing the following resolutions (with or without modifications) as ordinary
resolutions:

ORDINARY RESOLUTIONS
1.

2.

‘‘THAT:
(a)

the Artistes Engagement Framework Agreement (as defined in the circular of the
Company dated 17 February 2012 (the ‘‘Circular’’)) and the terms and the transactions
contemplated thereunder (a copy of which has been produced to the Meeting and
marked ‘‘A’’ and initialled by the chairman of the Meeting for the purpose of
identification) together with the relevant proposed annual caps in relation to such
transactions for each of the three financial years ending 31 July 2014 set out in the
Circular be and are hereby approved, confirmed and ratified; and

(b)

any director of the Company be and is hereby authorised to take any steps and execute
such other documents as he/she considers necessary, desirable or expedient to carry out
or give effect to or otherwise in connection with the Artistes Engagement Framework
Agreement or the transactions contemplated thereunder.’’

‘‘THAT:
(a)

each of the Music Catalogue Licence Agreements (as defined in the Circular) and the
terms and the transactions contemplated thereunder (copies of which have been
produced to the Meeting and marked ‘‘B’’, ‘‘C’’ and ‘‘D’’ respectively and initialled by
the chairman of the Meeting for the purpose of identification) together with the relevant
proposed annual caps in relation to such transactions for each of the three financial
years ending 31 July 2014 set out in the Circular be and are hereby approved,
confirmed and ratified; and

(b)

any director of the Company be and is hereby authorised to take any steps and execute
such other documents as he/she considers necessary, desirable or expedient to carry out
or give effect to or otherwise in connection with each of the Music Catalogue Licence
Agreements or the transactions contemplated thereunder.’’
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3.

4.

‘‘THAT:
(a)

each of the Film Library Licence Agreements (as defined in the Circular) and the terms
and the transactions contemplated thereunder (copies of which have been produced to
the Meeting and marked ‘‘E’’ and ‘‘F’’ respectively and initialled by the chairman of the
Meeting for the purpose of identification) together with the relevant proposed annual
caps in relation to such transactions for each of the three financial years ending 31 July
2014 set out in the Circular be and are hereby approved, confirmed and ratified; and

(b)

any director of the Company be and is hereby authorised to take any steps and execute
such other documents as he/she considers necessary, desirable or expedient to carry out
or give effect to or otherwise in connection with each of the Film Library Licence
Agreements or the transactions contemplated thereunder.’’

‘‘THAT:
(a)

the Concert Co-production Framework Agreement (as defined in the Circular) and the
terms and the transactions contemplated thereunder (a copy of which has been produced
to the Meeting and marked ‘‘G’’ and initialled by the chairman of the Meeting for the
purpose of identification) together with the relevant proposed annual caps in relation to
such transactions for each of the three financial years ending 31 July 2014 set out in the
Circular be and are hereby approved, confirmed and ratified; and

(b)

any director of the Company be and is hereby authorised to take any steps and execute
such other documents as he/she considers necessary, desirable or expedient to carry out
or give effect to or otherwise in connection with the Concert Co-production Framework
Agreement or the transactions contemplated thereunder.’’
By Order of the Board
Media Asia Group Holdings Limited
Tang Jun
Executive Director and Chief Executive Officer

Hong Kong, 17 February 2012
Registered office:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Head office and principal place
of business in Hong Kong:
11th Floor
Lai Sun Commercial Centre
680 Cheung Sha Wan Road
Kowloon
Hong Kong
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Notes:
1.

A member of the Company (the ‘‘Member’’) entitled to attend and vote at the SGM convened by the above notice (the
‘‘Notice’’) is entitled to appoint one (or, if he/she/it holds two or more shares, more than one) proxy to attend the SGM and
vote on his/her/its behalf in accordance with the bye-laws of the Company (the ‘‘Bye-laws’’). A proxy need not be a
Member.

2.

A form of proxy for use at the SGM is enclosed with this Notice.

3.

To be valid, a form of proxy and the power of attorney or other authority (if any) under which it is signed, or a notarially
certified copy of such power or authority, must be deposited with the Company’s branch share registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited (the ‘‘Registrar’’) at 17M Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong, not less than 48 hours before the time appointed for holding the SGM or its adjourned meeting
(as the case may be) and in default, the proxy shall not be treated as valid. Completion and return of the form of proxy shall
not preclude Members from attending in person and voting at the SGM or at its adjourned meeting should they so wish. In
that event, the said form(s) of proxy shall be deemed to be revoked.
The contact phone and fax numbers of the Registrar are (852) 2862 8555 and (852) 2529 6087 respectively.

4.

To ascertain the entitlements to attend and vote at the SGM, Members must lodge the relevant transfer documents and share
certificate(s) at the transfer office of the Registrar at Shops 1712–1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong not later than 4:30 p.m. on Wednesday, 29 February 2012 for registration.

5.

Where there are joint registered holders of any share in the Company, any one of such joint holders may attend and vote at
the SGM or its adjournment (as the case may be), either in person or by proxy, in respect of such share as if he/she/it were
solely entitled thereto. However, should more than one of such joint holders be present at the SGM or its adjournment, the
vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the exclusion of the votes of the
other joint holder(s), and for this purpose, seniority shall be determined by the order in which the names stand in the
register of members or the Hong Kong branch register of members of the Company in respect of the joint holding.

6.

In compliance with Rule 17.47(4) of the Rules Governing the Listing of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited and the Bye-laws, voting on the resolutions in respect of the above matters set out
in this Notice will be decided by way of a poll.

7.

If a tropical cyclone warning signal No. 8 or above is expected to be hoisted or a black rainstorm warning signal is expected
to be in force at any time between 9:00 a.m. and 5:00 p.m. on the date of the SGM, then the SGM will be postponed and
the Members will be informed of the date, time and venue of the postponed SGM by a supplementary notice posted on the
respective websites of the Company and Hong Kong Exchanges and Clearing Limited.
If a tropical cyclone warning signal No. 8 or above or a black rainstorm warning signal is cancelled at or before 9:00 a.m.
on the date of the SGM, and where conditions permit, the SGM will be held as scheduled.
The SGM will be held as scheduled when an amber or red rainstorm warning signal is in force.
Members should decide on their own whether they would attend the SGM under a bad weather condition after considering
their own situations and if they do so, they are advised to exercise care and caution.
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