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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no 
responsibility for the contents of this announcement, make no representation as to its accuracy or 
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or 
in reliance upon the whole or any part of the contents of this announcement

(Incorporated in Bermuda with limited liability)
(Stock Code: 0391)

CONTINUING CONNECTED TRANSACTIONS

CONTINUING CONNECTED TRANSACTIONS

After the trading hours of the Stock Exchange on 18 January 2012, MAFP, an indirect wholly-
owned subsidiary of the Company, and Hua Tian Xia entered into the New Master Agreement 
pursuant to which (i) MAFP agreed to appoint Hua Tian Xia as the sole distribution agent of 
the Group in the PRC and Hua Tian Xia agreed to provide MAFP with distribution services 
in respect of the Group’s films in the PRC commencing from the effective date of the New 
Master Agreement to 31 March 2014; and (ii) the parties agreed to terminate the Original Master 
Agreement.

Based on the actual amount of distribution agency fee incurred in relation to the distribution 
services provided by Hua Tian Xia up to 31 December 2011 of approximately HK$7,800,000, the 
available films to be distributed by the Group in the PRC through Hua Tian Xia in the foreseeable 
future, the gross distribution proceeds estimated by the Group for the films and the terms of the 
New Master Agreement, (i) the Annual Cap for the year ending 31 March 2012 is proposed to 
be revised from HK$9,000,000 to HK$18,600,000; and (ii) the Annual Caps for the years ending 
31 March 2013 and 31 March 2014 are proposed to be HK$21,500,000 and HK$28,400,000, 
respectively.

LISTING RULES IMPLICATIONS

Hua Tian Xia is a company incorporated in the PRC with limited liability and 70% of its equity 
interest is held by Mei Ah Media. Mr. Li Kuo Lin, the controlling shareholder of Mei Ah Media, 
is the brother of and thus an associate of Mr. Li Kuo Hsing who is an executive Director. Hence, 
Hua Tian Xia is a connected person of the Company and the Transactions constitute continuing 
connected transactions under Chapter 14A of the Listing Rules.

Since the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules with 
reference to each of the Annual Caps are more than 5% but less than 25% and the maximum 
absolute amount of the Annual Caps for the three years ending 31 March 2014 exceeds HK$10 
million, the New Master Agreement, the Transactions and the Annual Caps are subject to 
announcement, Independent Shareholders’ approval, annual review and reporting requirements 
under Chapter 14A of the Listing Rules.
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The Company will seek the Independent Shareholders’ approval of the New Master Agreement, the 
Transactions and the Annual Caps at the SGM by way of poll. As at the date hereof, Kuo Hsing 
Holdings Limited (a company beneficially controlled by Mr. Li Kuo Hsing) held 2,211,047,550 
Shares representing approximately 39.3% of the total issued Shares. Mr. Li Kuo Hsing and 
his spouse, Ms. Li Pik Lin, also held 201,577,500 Shares and 189,843,750 Shares (together 
representing approximately 6.9% of the total issued Shares) respectively. Kuo Hsing Holdings 
Limited, Mr. Li Kuo Hsing, Ms. Li Pik Lin and their respective associates shall abstain from 
voting at the SGM.

The Independent Board Committee has been established to give recommendation to the 
Independent Shareholders on the terms of the New Master Agreement, the Transactions and the 
Annual Caps. An independent financial adviser will be appointed to advise the Independent Board 
Committee and the Independent Shareholders in this regard.

GENERAL

A circular containing, among other things, (i) details of the New Master Agreement, the 
Transactions and the Annual Caps; (ii) the letter of recommendation from the Independent Board 
Committee to the Independent Shareholders; (iii) the letter of advice from the independent 
financial adviser to the Independent Board Committee and the Independent Shareholders; and (iv) 
a notice of the SGM, is expected to be despatched to the Shareholders on or before 13 February 
2012.

BACKGROUND

Reference is made to the announcements of the Company dated 18 and 19 August 2011, respectively, 
in relation to the execution of the Original Master Agreement and the continuing connected 
transactions contemplated thereunder. Reference is also made to the announcement of the Company 
dated 5 January 2012 in relation to, among other things, the negotiation for an extension of the 
Original Master Agreement.

Hua Tian Xia is principally engaged in the distribution of films in the PRC and is the holder of a 
film distributing licence in the PRC.

As disclosed in the announcements of the Company dated 18 and 19 August 2011, MAFP and Hua 
Tian Xia entered into the Original Master Agreement on 18 August 2011, pursuant to which MAFP 
appointed Hua Tian Xia as the sole distribution agent of the Group’s films in the PRC for the year 
ending 31 March 2012. The Company also set an annual cap of HK$9,000,000 for the distribution 
agency fee payable to Hua Tian Xia for the year ending 31 March 2012. Since the applicable 
percentage ratios as defined under Rule 14.07 of the Listing Rules with reference to this original 
annual cap are more than 5% but less than 25% and the absolute amount of such annual cap is less 
than HK$10 million, the Original Master Agreement and the continuing connected transactions 
contemplated thereunder were subject to the reporting and announcement requirements but are 
exempt from the Independent Shareholders’ approval under the Listing Rules.
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Up to 31 December 2011, the actual amount of the distribution agency fee payable by the Group to 
Hua Tian Xia was approximately HK$7,800,000. It is anticipated that the total distribution agency 
fee for the year ending 31 March 2012 will exceed the original annual cap of HK$9,000,000. In 
light of this, the Annual Cap for the year ending 31 March 2012 is proposed to be revised. After 
the trading hours of the Stock Exchange on 18 January 2012, MAFP and Hua Tian Xia entered 
into the New Master Agreement for a term commencing from the effective date of the New 
Master Agreement to 31 March 2014 and the Company shall comply with applicable Listing Rules 
requirements in the respect thereof.

THE NEW MASTER AGREEMENT

Date: 18 January 2012

Parties: (i)  MAFP, an indirect wholly-owned subsidiary of the Company; and
(ii)  Hua Tian Xia

Hua Tian Xia is a company incorporated in the PRC with limited liability and 70% of its equity 
interest is held by Mei Ah Media. Mr. Li Kuo Lin, the controlling shareholder of Mei Ah Media, is 
the brother of Mr. Li Kuo Hsing who is an executive Director.

Save as disclosed above, to the best of Directors’ knowledge, information and belief having made 
all reasonable enquiry, Hua Tian Xia and its ultimate beneficial owners are otherwise independent of 
the Company and its connected persons.

Subject Matter:

Pursuant to the New Master Agreement, (i) MAFP agreed to appoint Hua Tian Xia as the sole 
distribution agent of the Group in the PRC and Hua Tian Xia agreed to provide MAFP with 
distribution services in respect of the Group’s films in the PRC commencing from the effective date 
of the New Master Agreement to 31 March 2014; and (ii) the parties agreed to terminate the Original 
Master Agreement.

Distribution agency fee:

Pursuant to the New Master Agreement, the distribution agency fee payable by the Group to Hua 
Tian Xia shall be in the range of 3 to 6% of the net distribution proceeds of each film of the Group, 
which is determined after arm’s length negotiations with reference to the usual market practice in the 
industry. The net distribution proceeds of a film are calculated as the gross distribution proceeds less 
the contribution to 國家電影事業發展專項資金 (the Special Fund for Development of the National 
Film Industry*), which is a special fund established by the government of the PRC to support the 
production of the national films and the development of the domestic film industry, as required under 
the applicable regulations in the PRC and relevant taxes as required under the PRC laws. Pursuant to 
the New Master Agreement, Hua Tian Xia will first collect the gross distribution proceeds on behalf 
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of the Group and then refund the Group’s entitlement to the Group, net of the distribution agency fee 
payable to Hua Tian Xia, (i) on a quarterly basis for the first six months of showing; and (ii) on an 
annual basis afterwards. The charging rate of each film varies depending on the nature of the film. 
MAFP and Hua Tian Xia shall negotiate the final rate of distribution agency fee on a film by film 
basis in accordance with the terms of the New Master Agreement.

ANNUAL CAPS

Based on the actual amount of distribution agency fee incurred in relation to the distribution services 
provided by Hua Tian Xia up to 31 December 2011 of approximately HK$7,800,000, the available 
films to be distributed by the Group in the PRC through Hua Tian Xia in the foreseeable future, the 
gross distribution proceeds estimated by the Group for the films and the terms of the New Master 
Agreement, (i) the Annual Cap for the year ending 31 March 2012 is proposed to be revised from 
HK$9,000,000 to HK$18,600,000; and (ii) the Annual Caps for the years ending 31 March 2013 and 
31 March 2014 are proposed to be HK$21,500,000 and HK$28,400,000 respectively.

REASONS FOR AND BENEFITS OF THE NEW MASTER AGREEMENT

The principal activities of the Group are television operations, film exhibition, film rights licensing 
and sub-licensing, sale and distribution of films and programmes, and artiste management.

Hua Tian Xia is principally engaged in the distribution of films in the PRC and is the holder of a 
film distributing licence in the PRC.

In the PRC, only holders of film distributing licences are eligible to engage in the film distribution 
business. Hua Tian Xia is eligible to distribute films in the PRC by holding a film distributing 
licence. MAFP has engaged Hua Tian Xia as its sole distribution agent in the PRC since 2011. 
During the year ended 31 March 2011, Hua Tian Xia distributed one of the Group’s films in the 
PRC and received distribution agency fee from the Group amounting to HK$884,000. Since the 
abovementioned fee incurred was in de minimis scale, the corresponding transaction was not subject 
to reporting, announcement and the Independent Shareholders’ approval requirements under Chapter 
14A of the Listing Rules. From 1 April 2011 to 31 December 2011, Hua Tian Xia also distributed 2 
films of the Group. In view of the booming film market in the PRC, and the capability and proven 
track record of Hua Tian Xia to distribute the Group’s films through its distribution network, the 
Directors (other than the members of the Independent Board Committee whose view will be set out 
in the circular to be despatched to the Shareholders after receiving the advice of the independent 
financial adviser) consider that it is in the ordinary and usual course of the Group’s business and in 
the interest of the Company and the Shareholders as a whole to enter into the New Master Agreement 
and continue to engage Hua Tian Xia as its sole distribution agent in the PRC. The Directors (other 
than the members of the Independent Board Committee whose view will be set out in the circular 
to be despatched to the Shareholders after receiving the advice of the independent financial adviser) 
also consider that the terms of the New Master Agreement, the Transactions and the Annual Caps are 
on normal and commercial terms and are fair and reasonable.
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LISTING RULES IMPLICATIONS

Hua Tian Xia is a company incorporated in the PRC with limited liability and 70% of its equity 
interest is held by Mei Ah Media. Mr. Li Kuo Lin, the controlling shareholder of Mei Ah Media, is 
the brother of and thus an associate of Mr. Li Kuo Hsing who is an executive Director. Hence, Hua 
Tian Xia is a connected person of the Company and the Transactions constitute continuing connected 
transactions under Chapter 14A of the Listing Rules.

Since the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules with 
reference to each of the Annual Caps are more than 5% but less than 25% and the maximum 
absolute amount of each of the Annual Caps for the three years ending 31 March 2014 exceeds 
HK$10 million, the New Master Agreement, the Transactions and the Annual Caps are subject to 
announcement, Independent Shareholders’ approval, annual review and reporting requirements under 
Chapter 14A of the Listing Rules.

The Company will seek the Independent Shareholders’ approval of the New Master Agreement, the 
Transactions and the Annual Caps at the SGM by way of poll. As at the date hereof, Kuo Hsing 
Holdings Limited (a company beneficially controlled by Mr. Li Kuo Hsing) held 2,211,047,550 
Shares representing approximately 39.3% of the total issued Shares. Mr. Li Kuo Hsing and his 
spouse, Ms. Li Pik Lin, also held 201,577,500 Shares and 189,843,750 Shares (together representing 
approximately 6.9% of the total issued Shares) respectively. Kuo Hsing Holdings Limited, Mr. Li 
Kuo Hsing, Ms. Li Pik Lin and their respective associates shall abstain from voting at the SGM.

The Independent Board Committee has been established to give recommendation to the Independent 
Shareholders on the terms of the New Master Agreement, the Transactions and the Annual Caps. An 
independent financial adviser will be appointed to advise the Independent Board Committee and the 
Independent Shareholders in this regard.

GENERAL

A circular containing, among other things, (i) details of the New Master Agreement, the Transactions 
and the Annual Caps; (ii) the letter of recommendation from the Independent Board Committee to 
the Independent Shareholders; (iii) the letter of advice from the independent financial adviser to the 
Independent Board Committee and the Independent Shareholders; and (iv) a notice of the SGM, is 
expected to the despatched to the Shareholders on or before 13 February 2012.

DEFINITIONS

“Annual Cap(s)” the maximum annual sum of distribution agency fee payable by MAFP 
to Hua Tian Xia under the New Master Agreement for each of the years 
ending 31 March 2012, 2013 and 2014

“associate(s)” has the meaning ascribed to it under the Listing Rules
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“Board” the board of Director(s)

“Company” Mei Ah Entertainment Group Limited, a company incorporated in 
Bermuda with limited liability and the Shares of which are listed on the 
Main Board of the Stock Exchange (stock code: 391)

“Director(s)” the director(s) of the Company

“Group” the Company and its subsidiaries

“Hong Kong” Hong Kong Special Administrative Region of the PRC

“Hua Tian Xia” 廣州美亞華天下電影發行有限公司 (Guangzhou Mei Ah Hua Tian Xia 
Film Distribution Company Limited*), a company incorporated in the 
PRC with limited liability and 70% of its equity interest is held by Mei 
Ah Media

“Independent Board 
Committee”

an independent  commit tee  o f  the Board compr is ing Ms.  Wang 
Huarong, Mr. Cheung Ming Man and Dr. Lee G. Lam, each being an 
independent non-executive Director, established for the purpose of giving 
recommendation to the Independent Shareholders regarding the terms of 
the New Master Agreement, the Transactions and the Annual Caps

“Independent 
Shareholders”

Shareholders other than Kuo Hsing Holdings Limited, Mr. Li Kuo Hsing, 
Ms. Li Pik Lin and their respective associates

“Listing Rules” Rules Governing the Listing of Securities on the Stock Exchange

“MAFP” Mei Ah Film Production Company Limited, a company incorporated in 
Hong Kong with limited liability and an indirect wholly-owned subsidiary 
of the Company

“Mei Ah Media” 美亞長城傳媒（北京）有限公司 (Mei Ah Great Wall Media (Beijing) 
Company Limited*), a company incorporated in the PRC with limited 
liability and more than 50% equity interest of which is beneficially held 
by Mr. Li Kuo Lin

“New Master 
Agreement”

the master agreement dated 18 January 2012 entered into between MAFP 
and Hua Tian Xia in respect of the appointment of Hua Tian Xia as the 
sole distribution agent for the Group’s films in the PRC commencing from 
the effective date of the New Master Agreement to 31 March 2014
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“Original Master 
Agreement”

the master agreement dated 18 August 2011 entered into between MAFP 
and Hua Tian Xia in respect of the appointment of Hua Tian Xia as the 
sole distribution agent for the Group’s films in the PRC for the year 
ending 31 March 2012

“PRC” the People’s Republic of China, and for the purpose of this announcement, 
excluding Hong Kong, Taiwan and the Macao Special Administrative 
Region of the PRC

“SGM” the special general meeting of the Company to be convened and held for 
the Independent Shareholders to consider and, if thought fit, approve the 
New Master Agreement, the Transactions and the Annual Caps

“Share(s)” ordinary share(s) of HK$0.02 each in the share capital of the Company

“Shareholder(s)” the holder(s) of the Share(s)

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Transactions” the transactions contemplated under the New Master Agreement

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

On behalf of the Board
Mei Ah Entertainment Group Limited

Tong Hing Chi
Executive Director

Hong Kong, 18 January 2012

* For identification purpose only

As at the date of this announcement, the executive Directors are Mr. Li Kuo Hsing, Mr. Tong Hing 
Chi and Mr. Chau Kei Leung; the non-executive Directors are Mr. Hugo Shong, Mr. Alan Cole-Ford 
and Mr. Chan Ngan Piu; and the independent non-executive Directors are Ms. Wang Huarong, Mr. 
Cheung Ming Man and Dr. Lee G. Lam.


