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“Truth is Stranger than Fiction.” 

- Mark Twain 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS.  We are short sellers. We are biased. So are long investors. So is Mega Expo. So are the banks 

that raised money for the Company. If you are invested (either long or short) in Mega Expo, so are you. Just because we are biased does not mean that we are 

wrong.  Use BOC Texas, LLC’s research opinions at your own risk. This report and its contents are not intended to be and do not constitute or contain any financial 

product advice.  Because this document has been prepared without consideration of any specific clients’ investment objectives, financial situation or needs, and no 

information in this report should be construed as recommending or suggesting an investment strategy. Investors should seek their own financial, legal and tax advice in 

respect of any decision regarding any securities discussed herein.  You should do your own research and due diligence before making any investment decisions, including 

with respect to the securities discussed herein.  We have a short interest in Mega Expo’s stock and therefore stand to realize significant gains in the event that the price 

of such instrument declines. Please refer to our full disclaimer located on the last page of this report. 

 

COMPANY:  Mega Expo Holdings Ltd.│ HK: 1360 

INDUSTRY:  Exhibition and Entertainment 

PRICE (AS OF CLOSE 
5/8/2019) 

HKD 4.20 
 

MARKET CAP: 

HKD 6.1 BILLION 
 

30 DAY AVG VOLUME: 

15.9 MM SHARES 
 

BLUE ORCA VALUATION: 

HKD 0.00 

 

Mega Expo Holdings Ltd (HK: 1360) (“Mega Expo” or the “Company”) is a Hong Kong listed event organizer 

whose share price has mysteriously appreciated over 300% despite limited disclosures as to how it actually makes 

money.  Its shares inexplicably trade at over 13.3x sales and 22x book, a valuation reminiscent of Hong Kong’s 

most notorious stock manipulations.   

Since 2017, Mega Expo has spent an aggregate of HKD 470 million on seven acquisitions.  With its core 

exhibition business unprofitable and shrinking, Mega Expo financed these acquisitions through the capital 

markets by issuing equity at a massive discount to its share price and selling corporate bonds at interest rates 

near or above 10%.   

Despite raising debt at punitive interest rates and diluting shareholders, the Company has little to show for these 

purchases. Most of Mega Expo’s acquisition targets were either empty shells or newly formed businesses 

with no revenues, minimal to no assets, and no track record of operating a business.  Many of the acquired 

entities do not even have operating WeChat accounts or websites, even though the target entities are supposedly 

in the businesses of marketing, brand consulting, or event planning.  In our opinion, these were mostly sham 

transactions designed to loot money from the public company. 

 
Almost all Mega Expo’s sham transactions over the last two years involved the acquisition of assets or businesses previously owned by or connected 

to the Noah’s Ark Group, a shadowy syndicate which Chinese law enforcement and media have linked to prostitution through its network of affiliated 

bars, clubs and KTVs.  The picture below was allegedly taken at the White Horse Club in Shanghai, a club for male escorts linked by Chinese media 

to the Noah’s Ark Group.  Unbelievably, we found evidence that Mega Expo’s current subsidiary (and recent acquisition) provided services for this 

notorious brothel.  

 
Source: http://www.sohu.com/a/291718548_442092 

 

In effect, we believe that Mega Expo has undergone a stealth reverse merger, and that shadowy networks with ties to criminal enterprises such as 

prostitution now control the public company.  We estimate that 95% of Mega Expo’s CY 2018 revenues were derived from businesses acquired 

from or connected to the Noah’s Ark Group.  Even Mega Expo’s new CEO, a former member of a prominent Chinese boy band, was plucked 

from an entity previously controlled by the Noah’s Ark Group.   

To facilitate this scheme, Mega Expo retained the same appraisal firm that valued a sham acquisition for Tech Pro Technology (HK: 3823) (“Tech 

Pro”); a notorious Hong Kong fraud we exposed in 2016.  After its auditor resigned, Mega Expo also retained an auditor whose only other major client 

is the notorious China Ding Yi Feng (HK: 0612) (“China DYF”).  China DYF’s shares were recently suspended and its assets frozen by the Securities 

and Futures Commission amid accusations of stock manipulation and fraud.    

Like Tech Pro and China DYF, we believe that Mega Expo is an obvious fraud, that its equity is worth HKD 0.00, and that trading of its stock should 

be halted to protect future investors and hopefully provide a modicum of recovery for shareholders and creditors. 

 

 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2016/1206/LTN201612061177.pdf
https://web.archive.org/web/20180928150456/http:/www.nodunion.com/NewsList.aspx?type=10002
http://www.sohu.com/a/291718548_442092
https://glaucusresearch.com/wp-content/uploads/downloads/2016/07/GlaucusResearch-Tech_Pro-HK_3823-Strong_Sell_July_28_2016.pdf
https://www.bloomberg.com/news/articles/2019-03-20/hong-kong-freezes-assets-linked-to-mysterious-8-500-stock-gain
https://www.bloomberg.com/news/articles/2019-03-08/world-s-top-performing-stock-halted-after-mysterious-8-500-gain
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1. Fabricated Revenues from Undisclosed Related Parties.  Mega Expo’s largest revenue segment is supposedly 

selling entertainment equipment and related services through two new subsidiaries formed in 2017.  Within 21 

months, these subsidiaries went from zero revenues to supposedly generating HKD 177 million in CY 2018, 

enough to be Mega Expo’s largest segment (38% of total). Yet there is ample reason to question the authenticity 

of this reported revenue.  Neither subsidiary has a working website, functional WeChat account or online 

presence.  We could find no evidence of any operating businesses, but we discovered that one of the main 

subsidiaries shares a registered email address with an individual who claims to work for the Noah’s Ark Group.  

The absence of any operating footprint and undisclosed related party connections indicate, in our opinion, that 

Mega Expo is simply fabricating revenues from these two subsidiaries.     

 

2. Serial Capital Raising for Sham Transactions.  Beginning in 2017, Mega Expo spent an aggregate of HKD 

470 million on seven acquisitions in less than two years.  These transactions were financed through the capital 

markets by diluting shareholders and raising debt at punitive interest rates.  It is unclear if Mega Expo acquired 

anything of value.  Goodwill accounted for 71% of the value of the acquired companies.  The proportion of 

goodwill is so high because most of Mega Expo’s acquisition targets were either empty shells or newly formed 

entities with no revenues, minimal to no assets, and no track record of operating a business.   

 

a. Noah’s Ark: Shadowy Group Behind the Acquisitions.  Almost all Mega Expo’s sham transactions over 

the last two years involved the acquisition of assets or businesses previously owned by or connected to the 

Noah’s Ark Group, a shadowy syndicate which Chinese law enforcement and media have linked to 

prostitution through its network of affiliated bars, clubs, hotels and KTVs.  We estimate that 95% of Mega 

Expo’s CY 2018 revenues were derived from businesses acquired from or connected to the Noah’s Ark 

Group.  Even Mega Expo’s new CEO, a former member of a prominent Chinese boy band, was picked 

from an entity related to the Noah’s Ark Group.  Not only do we believe that the Noah’s Ark Group should 

be considered an undisclosed related party, but the evidence indicates that this shadowy group is now in de 

facto control of Mega Expo.  

 

3. One-Day Old Company acquired at 140x NAV for HKD 52 million.  In 2018, Mega Expo agreed to buy 51% 

of Shanghai Jiamao Expo (“Shanghai Jiamao”) for HKD 52 million in cash.  SAIC filings show that Jiamao was 

incorporated only 1 day before the acquisition.  The target only had HKD 726,000 in net assets and did not even 

have a working website.  In our opinion, this deal exemplifies Mega Expo’s pattern of sham transactions.  The 

Company raised money from the capital markets at punitive interest rates only to siphon the proceeds to an HKD 

52 million cash acquisition of a 1-day old business with no operating history at 140x NAV.   

 

4. Shell Game: Three Acquisitions had Zero Assets. In another glaring example of sham transactions, Mega Expo 

acquired three companies which had either zero or negative net assets.  The most brazen was Mega Expo’s 

http://www.blueorcacapital.com/
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November 2018 acquisition of the Hananhal Group, whose PRC subsidiary had been previously advertised as 

an empty shell for sale on Chinese corporate information websites, including Qichacha. Marketed as a 

“clean, empty shell,” suitors were invited to inquire.  Mega Expo was apparently interested and bought the 

business for cash.  The sellers were undisclosed, but we found connections to the Noah’s Ark Group.  We suspect 

that the only motivation for this transaction was to siphon proceeds from the public company to unjustly enrich 

hidden beneficiaries.  

 

5. Sparkle Mass: Millions for an Event Planner with Few Events.  In February 2017, Mega Expo kicked off its 

buying spree by paying HKD 40 million in cash for Sparkle Mass, whose operating subsidiaries had been formed 

only two months before the deal was announced.  Mega Expo bought Sparkle Mass at 159x price to book.  In 

the two years following the acquisition, Mega Expo claims that the target group generated 27 million in net profits 

(and an implied HKD 80 million in revenue) which we believe is highly unlikely.  According to the target’s own 

amateurish website, it organized three events, including a tea pot demonstration attended by 20 people and a party 

for a company which collapsed after it defrauded Chinese investors in a property scam.  The Noah’s Ark Group 

was clearly behind the acquisition, as the website of Sparkle Mass’s PRC subsidiary states “welcome to Noahs” 

across its banner.  

 

6. Cheer-Up: Derelict E-Commerce Site and Questionable Event Promoter Acquired for HKD 299 Million.  

In November 2017, Mega Expo announced the HKD 299 million purchase of Cheer Sino Group (“Cheer Sino”) 

and its PRC subsidiaries.  While on paper, this target apparently had an operating business, our research suggests 

that Mega Expo massively overpaid for assets of questionable value.  We suspect yet another sham transaction.   

 

a. Worthless E-Commerce Platform.  Cheer Sino supposedly owned a platform to sell products and services 

to bars and clubs in China through its subsidiary, Shanghai Bayu E-Commerce (“Bazayu”).  Mega Expo 

describes the platform as comprehensive, yet the e-commerce website is filled with “error” messages.  When 

we click on the alcohol for sale, the website says that there have been zero sales for all alcohol products.  

Contrary to Mega Expo’s claims, the e-commerce platform appears worthless.  

 

b. Phantom Bar Consulting.  Cheer Sino supposedly derives consulting and membership revenues from a 

network of bars and clubs in China affiliated with the Noah’s Ark Group.  Mega Expo claims that Cheer Sino 

generated HKD 177 million of revenue in CY 2018.  Yet its PRC subsidiaries, NOD (Shanghai) Management 

Communication and NOD (Shanghai) Management Communication (collectively “NOD”), do not even have 

an operating website and until last week, applications to “become a member” on its WeChat account lead to 

a dead page.  The details are even more vague and suspicious.  Mega Expo claims that NOD’s event 

consulting business generated HKD 68 million from 100 bars in 1H FY2019, but we checked the WeChat 

accounts of 5-6 affiliated NOD bars, which advertised an average of only 1 event per week.  We found the 

budget for numerous such NOD events. Even making generous assumptions, we do not believe it is credible 

for the Company to be earning anywhere close to HKD 11 million per month “consulting” bars for small 

parties which, depending on NOD’s take-rate, likely generate only HKD 5,000-10,000 in revenue for NOD 

per event.   

 

7. Change of Fortune: Newly Formed Business Acquired at an Estimated 43.4x NAV.  In April 2017, Mega 

Expo announced plans to acquire 100% equity interest in Fortune Selection Group (“Fortune Selection”), a 

collection of trademarks and businesses previously owned by the Noah’s Ark Group. These brands were 

allegedly valuable because they were licensed to four chains of bars and clubs in China owned by or connected 

to the Noah’s Ark Group.  Yet according to records from China’s trademark office, neither Fortune Selection 

nor its subsidiaries owned such trademarks at the time of acquisition.  Like other sham transactions, the target 

had minimal revenues (RMB 3.6 million in the previous 5 months), tiny net assets (RMB 2.8 million), a minimal 

track record of operating a business, and no working website.  Suspiciously, we could find no information about 

the individual who was supposedly the seller, Ms. Wong Man, or how she came into possession of the target 

group.  The purchase price also appeared ludicrous.  Mega Expo supposedly acquired Fortune Selection at 43.4x 

NAV (excluding unowned intangible assets), and 8.7x revenues (based on pre-acquisition run rate revenues).   

http://www.blueorcacapital.com/
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0210/LTN20170210707.pdf
http://www.lead-way.cn/cases.aspx
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/1126/LTN20171126007.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
http://sbgg.saic.gov.cn:9080/tmann/annInfoView/annSearch.html?annNum=
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8. Major Red Flags.  Mega Expo’s disclosures and financial reports have many of the same red flags of other 

Hong Kong stocks like Tech Pro and China DYF which have collapsed or been suspended under accusations of 

stock manipulation and fraud.   

 

a. Negative Operating Cash Flows and Ballooning Receivables.  Despite rising paper revenues, Mega Expo 

lost HKD 73 million in cashflow from operations in CY 2018.  This loss is due in part to the Company’s 

ballooning receivables balance, which from FY 2017 to FY 2018, grew 2730% (compared to revenue growth 

of 147%). 

 

b. Peak Vision: Same Appraisal Firm as Tech Pro and Sound Global.  Mega Expo retained Peak Vision to 

serve as an independent appraiser in valuing its major acquisitions.  Peak Vision does not have many clients, 

but its roster includes some of Hong Kong’s most notorious frauds.  By our estimate, almost 15% of Peak 

Vision’s public company clients have had their shares suspended for fraud.  The most notable example is 

Tech Pro, for which Peak Vision played a critical role in appraising the value of a fraudulent acquisition at 

RMB 775 million.  In reality, Tech Pro’s target was worth zero.  Peak Vision also worked for Sound Global 

(HK: 967), signing off on high valuations for assets which were subsequently written down to zero following 

Sound Global’s collapse.   

 

c. China DYF’s Auditor.  In March 2017, HLB Hodgson resigned as Mega Expo’s auditor.  It was replaced 

with HLM CPA, whose only other major public company client is China DYF, a suspected stock 

manipulation whose shares were suspended and assets were recently frozen by Hong Kong regulators.   

 

d. Abnormal Director Turnover.  Companies committing fraud often have high director turnover as they 

struggle to convince directors to incur the liability of signing off on false financial statements.  Since 2014, 

Mega Expo has had 4 chairman and 4 CEOs.  Each year an average of 3-4 directors have resigned. 

 

 

VALUATION 

On valuation alone, we would expect an 92% downside to Mega Expo’s stock price.  In a recent acquisition circular, 

Mega Expo identified several publicly listed companies which it considers peers.  Yet even a cursory glance at these 

self-selected peers shows that Mega Expo’s stock is laughably overpriced.  Mega Expo is currently trading at 13.3x 

LTM revenues and 21.8x book value, nowhere close to its supposed peers, who are trading at an average of 0.6x sales 

and 1.7x book value.  

 

 
Source: FactSet, Blue Orca Calculation; Market caps as of May 8, 2019 

 

Mega Expo is so overvalued that even if we ignore any evidence of corruption, we would expect an 92% downside to 

its stock price.  

HKD M LTM

Company Name Ticker Market Cap EV P/S LTM P/E LTM P/B EV/EBITDA

Pico Far East 752-HK 3,280 2,500 0.7x 12.1x 1.7x 5.6x

Enero Group EGG-AU 639 442 0.5x 10.2x 1.0x 4.1x

Hakuten 2173-JP 399 454 0.4x 16.4x 4.6x 8.5x

TOW 4767-JP 1,147 932 1.0x 12.3x 1.8x 6.4x

CMO CMO-TH 100 186 0.3x 7.8x 0.9x 3.0x

Dyandra Media Intl DYAN-ID 253 311 0.4x 6.0x 0.7x 2.8x

Industry Average 970 804 0.6x 10.8x 1.7x 5.1x

Mega Expo 1360-HK 6,144 6,181 13.3x N/A 21.8x N/A

http://www.blueorcacapital.com/
https://www.ft.com/content/f72b2a40-54a9-11e6-befd-2fc0c26b3c60
https://www.bloomberg.com/news/articles/2016-04-13/hong-kong-regulator-orders-suspension-of-sound-global-shares
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0331/LTN201703311618.pdf
https://www.reuters.com/article/china-dyf-stocks-suspension/hk-regulator-suspends-trading-in-china-ding-yi-feng-shares-idUSL3N20V0XC
https://www.bloomberg.com/news/articles/2019-03-20/hong-kong-freezes-assets-linked-to-mysterious-8-500-stock-gain
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
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 Source: Blue Orca Calculation 

In this report, we present overwhelming evidence indicating, in our opinion, that Mega Expo has engaged in HKD 

470 million of mostly sham acquisitions over the last two years.  Mega Expo paid unreasonably high premiums to 

purchase companies, most of which were either empty shells or newly formed businesses with insignificant revenues, 

minimal to no assets, and an undefined or invisible operating footprint. In many cases, these acquired companies have 

no functioning websites, active WeChat accounts, or online presence.   

We also believe that Mega Expo has fabricated its revenues, both from its questionable acquisitions and its newly 

formed subsidiaries which seemingly generate revenues out of nowhere without any evidence of an operating business.   

In our view, Mega Expo has engaged in a stealth reverse merger with a shadowy entertainment group connected to 

prostitution in China.  On this basis alone, we believe that Hong Kong regulators must act to protect investors and 

prevent undisclosed parties with connections to criminal organizations from taking over a listed Company.   

We believe that Mega Expo is more sensibly compared to notorious frauds and stock manipulations like Tech Pro and 

China DYF, which either collapsed or have been suspended by the Hong Kong regulators.    

 
Mega Expo Likely to Follow: Share Price Drops to Zero or Trading Halts 

 
 

 
Source: FactSet, Blue Orca Calculation, Google Finance 

Note: 1. Market cap for Tech Pro is as of July 27, 2016, the day before we exposed its fraudulent transactions. Its financials are 

as of June 30, 2016. 

2. Market cap for China DYF is based on its last traded price before it was suspended from trading on March 8, 2019. Its 

financials are as of December 31, 2018. 

 

Like Tech Pro and China DYF, we believe that Mega Expo is an obvious fraud, that its equity is worth HKD 0.00 

and trading of its stock should be halted to protect future investors and hopefully provide a modicum of recovery for 

shareholders and creditors.  

HKD LTM

Last Traded Price 4.20   

Revenue (HKD M) 463 

# of Shares (M) 1,463 

Sales per share 0.32   

Industry Average P/S LTM 0.6x 

Adjusted Price 0.18 

Downside % -96% 

HKD

Last Traded Price 4.20   

Book Value (HKD M) 281 

# of Shares (M) 1,463 

Book value per share 0.19   

Industry Average P/B 1.7x 

Adjusted Price 0.34 

Downside % -92% 

31-Dec-18

HKD M LTM

Company Name Ticker Market Cap EV P/S LTM P/E LTM P/B EV/EBITDA

Tech Pro (suspended) 3823-HK 14,839 14,843 56.4x N/A 17.4x N/A

China Ding Yi Feng (suspended) 612-HK 28,568 28,675 780.3x 222.2x 77.5x 154.4x

Mega Expo 1360-HK 6,144 6,181 13.3x N/A 21.8x N/A

http://www.blueorcacapital.com/
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FABRICATED REVENUES FROM UNDISCLOSED RELATED PARTIES 

Mega Expo’s largest revenue segment is selling entertainment equipment and contracting services.  This revenue came 

out of nowhere, driven by the formation of two newly formed PRC subsidiaries: Shenzhen Qianhai Yuanchen Culture 

Development (“Shenzhen Yuanchen”) and Shanghai Shuomeng Culture Development (“Shanghai Shuomeng”).  

Shenzhen Yuanchen was incorporated in April 2017, and Shanghai Shuomeng in November 2017. Within less than 

21 months of operation, these subsidiaries went from zero revenues to supposedly generating HKD 177 million in 

revenues in CY 2018. This was enough to be Mega Expo’s largest segment, representing 38% of the Company’s 

aggregate reported revenue. Yet there is ample reason to question the authenticity of this reported revenue.   

First, neither subsidiary maintains a website nor, that we could find, a WeChat account.  We could not find any 

information online as to what kind of equipment these two companies offer.  Without any online presence, we question 

how such a business could attract customers, grow so fast, or generate so much revenue?   

Even the Company’s minimal disclosures regarding this business suggest the revenues are fabricated.  In its 2019 

interim report, Mega Expo mentioned that this new entertainment equipment and contracting business has been 

“capitalizing on the client network from NOD Union Platform.” NOD Union’s client network consists of mostly bars 

and clubs operated by or connected to the Noah’s Ark Group.  

NOD Union’s website is currently not functioning, but the Wayback Machine preserved an archive of its website from 

September 2018.  Given that Shenzhen Yuanchen and Shanghai Shuomeng supposedly generated hundreds of millions 

of Hong Kong dollars selling hardware and equipment through NOD Union’s platform, we would expect both 

subsidiaries to be listed prominently in this section.  However, neither Shenzhen Yuanchen nor Shanghai Shuomeng 

were listed among the five businesses mentioned on NOD Union’s website as hardware and equipment partners.  

Two Newly Formed Subsidiaries Were Not Listed on NOD Union Website 

  
Source: https://web.archive.org/web/20180928183345/http://www.nodunion.com/ServerList.aspx?type=10003 

Furthermore, neither subsidiary is listed on Bazayu, NOD Union’s shoddy e-commerce platform. Bazayu supposedly 

caters to bars and clubs in the NOD Union network and lists 100 items for sale under hardware and equipment section.  

The website lists the vendor of each item.   

Hardware & Equipment 

Shenzhen Shine A 

Lumos Technology 

Development Co. Ltd. 

Guangzhou Changzhi 

Stage Lighting 

Equipment Co. Ltd 

Shenzhen Laswerworld Co. Ltd 

Guangzhou Mingdao 

Lighting Technology 

Co. Ltd 

Shanghai LOVDMX 

System Technology 

Co. Ltd 

http://www.blueorcacapital.com/
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0326/LTN20190326437.pdf
https://web.archive.org/web/20180928183345/http:/www.nodunion.com/ServerList.aspx?type=10003


 

7 

 

Mega Expo Holdings Ltd.│HK:1360                             www.blueorcacapital.com 

.com 

If Mega Expo’s two new subsidiaries were making hundreds of millions of Hong Kong dollars selling entertainment 

equipment and services to NOD Union’s network, as the Company claims, then we would expect them to be listed as 

vendors on Bazayu.  They are not.  Yet four of five NOD Union’s hardware and equipment partners were listed on 

Bazayu.   

  
Source: http://www.bazayu.com  

Mega Expo claims that its hardware and equipment revenue arose from NOD Union’s network of bars and clubs, but 

its two subsidiaries are not listed as partners under either the hardware and equipment section of NOD Union’s website 

or its related e-commerce platform.  We therefore think it is reasonable to question the authenticity of revenue when 

the supposed source of the revenue does not mention either subsidiary among its list of preferred vendors.    

Second, there is evidence that this questionable revenue arises from the Noah’s Ark Group, an undisclosed related 

party.  Chinese corporate database Qichacha records indicate that the registered email account of Shanghai Shuomeng 

is 472786472@qq.com.  

 

 
Source: https://www.qichacha.com/firm_7b2cca7052c412b258b12264a3f035a6.html 

When we searched this account on QQ, the owner states in her personal profile that she works for “Noahs,” an entity 

under the Noah’s Ark Group. 

Guangzhou Mingdao Lighting 

Technology Co. Ltd 
Shenzhen Shine A Lumos 

Technology Development Co. Ltd. 
Guangzhou Mingdao Lighting 

Technology Co. Ltd 
Shenzhen Laswerworld (Asia) 

Unit Sold: 0 Unit Sold: 0 Unit Sold: 0 Unit Sold: 0 

Shanghai Shuomeng Culture Development  

Email: 472786472@qq.com 

http://www.blueorcacapital.com/
http://www.bazayu.com/
mailto:472786472@qq.com
https://www.qichacha.com/firm_7b2cca7052c412b258b12264a3f035a6.html
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Source: QQ 

Put simply, Mega Expo’s largest revenue segment was supposedly generated out of nothing by two newly formed 

subsidiaries with no website, functional WeChat account or online presence.  The Company claims this revenue was 

driven by selling services through a network of bars and clubs, yet this network’s website never mentions the two 

Mega Expo entities.  We could find no evidence of any operating business, but we did find that the main subsidiary 

shares a registered email address with an individual who claims to work for an undisclosed related party, the Noah’s 

Ark Group.  We believe, based on this evidence, that such reported revenue from Mega Expo’s largest segment is 

likely fabricated.   

  

Company: Noahs 

http://www.blueorcacapital.com/
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SERIAL CAPITAL RAISING FOR SHAM TRANSACTIONS 

Starting in 2017, Mega Expo spent an aggregate of HKD 470 million on seven acquisitions in less than two years.  

With its core exhibition business unprofitable and shrinking, Mega Expo financed this acquisition spree through the 

capital markets by issuing equity and convertible bonds at a massive discount to its share price, and issuing corporate 

bonds at interest rates near or above 10%.   

Dilutive Equity Issuances and High Interest Corporate Bonds  

 
Source: Company Public Filings 

It is unclear if Mega Expo acquired anything of value.  Goodwill accounted for 71% of the value of the acquired 

companies.   

71% of Consideration Went into Goodwill 

 
Source: Company Public Filings 

The proportion of goodwill is so high because most of Mega Expo’s acquisition targets were either empty shells or 

newly formed entities with no revenues, minimal to no assets, and no track record of operating a business.   

We will discuss each acquisition in turn, but a few examples are notable.  Mega Expo agreed to pay HKD 52 million 

in cash to acquire a business which was just one day old1 and acquired two other entities within 100 days of their 

incorporation.2  Overall, the acquired operating subsidiaries had only existed for an average of 373 days before 

being acquired by Mega Expo.   

                                                           
1 Mega Expo stated the purchase price of Shanghai Jiamao was HKD 52 million in its FY 2019 interim report but recorded the fair 

value of the consideration to be HKD 49 million. As of December 31, 2018, it paid HKD 39 million and recognized the fair value 

of the contingent consideration payables of HKD 10 million.   
2 Two Sparkle Mass PRC subsidiaries (53 and 42 days), Shanghai Jiamao Expo (1 day). 

# of Shares Issued Proceeds # of Shares

Date Event in millions HKD millions in millions

30-Jun-2016 Outstanding shares 1,200

23-Dec-2016 New shares issuance 150.8 0.63 92 1,351 13%

27-Jul-2017 Conversion of convertible bonds - Fortune Selection 26.1 0.92 24 1,377 15%

8-Mar-2018 New shares issuance 68.6 1.50 100 1,446 20%

6-Jun-2018 Conversion of convertible bonds - Fortune Selection 8.7 0.92 8 1,454 21%

2-May-2019 Conversion of convertible bonds - Fortune Selection 8.7 0.92 8 1,463 22%

subtotal 262.9 233

Convertible bonds/notes - agreed to issue

Fortune Selection Acquisition 8.7 0.92 8 1,472 23%

Cheer Sino Acquisition 91.8 1.83 168 1,563 30%

subtotal 100.5 176

Date Event Face Value (HKD M) Duration

Effective 

Interest %

Jun 2018 New Corporate Bond 3 4 years 10.21%

Aug 2018 New Corporate Bond 1 4 years 10.46%

Aug 2018 New Corporate Bond 2 3 years 9.13%

Sept 2018 New Corporate Bond 2 2 years 8.18%

Nov 2018 New Corporate Bond 300 2 years 10.45%

Total  Issuance of  Corproate Bond/  Weighted Average 308 10.42%

Total 717

Placing/ Conversion 

Price (HKD)

Cumulative 

% Dilution

HKD’000

Sparkle 

Mass

Fortune 

Selection

i-Lend 

Finance

Cheer

Sino

CIS 

Industrial

Hananhal

Group

Shanghai

Jiamao Total

Total consideration paid and payable 40,000 81,430 835 298,538 330 100 48,854 470,087

Goodwill 35,998 46,004 800 208,180 334 100 40,007 331,423

Goodwill as a % of total consideration 90% 56% 96% 70% 101% 100% 82% 71%

http://www.blueorcacapital.com/
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
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Source: Company Public Filings 

Diluting shareholders and raising debt at punitive 10% interest rates only to spend the money on recently incorporated 

businesses with little to no revenues, few assets and minimal operating history is, in our opinion, compelling evidence 

that Mega Expo was simply conjuring sham transactions to siphon money away from the capital markets to hidden 

beneficiaries.   

In effect, we believe that Mega Expo has executed a stealth reverse merger.  Mega Expo’s previous business has 

shrunk if not disappeared altogether.  Its auditor resigned and its management and board of directors turned over.   

Whereas Mega Expo’s original event planning business used to account for 88% of revenues, in CY 2018 such 

business had shrunk if not disappeared altogether.  Now Mega Expo’s revenues are generated from questionable 

acquisitions and newly formed subsidiaries acquired from or connected to the Noah’s Ark Group.     

 

95% CY 2018 Revenues Related to Noah’s Ark Group  

 
Source: Company Public Filings, Blue Orca Calculations 

Note: Calculated Sparkle Mass’ revenue by dividing its profit guarantee by exhibition segment’s profit margin 

with 20% estimated tax rate. 

Date of Sale 

and Purchase 

Agreement

Incorporation 

Date

Fair Value of 

Consideration

(HKD M)

Net Asset 

Value

(HKD M)

Number of days 

in existence 

before being 

acquired

Sparkl e Mass 40.0 0.3

Shanghai Lin Yun Enterprise Management Consulting 10-Feb-2017 19-Dec-2016 53

Shanghai Lin Yun Exhibition Services 10-Feb-2017 30-Dec-2016 42

Average 48

For tune Select i on 81.4 3.2

Shanghai Phebe Food & Beverage Management 7-Apr-2017 8-Sep-2016 211

Phebe (Shanghai) Brand Management 7-Apr-2017 24-Oct-2016 165

Average 188

I-Lend Finance L imi ted 18-Sep-2017 28-Sep-2016 0.8 0.0 355

Cheer  S ino 298.5 58.6

Nod (Shanghai) Management Communication 24-Nov-2017 25-Dec-2014 1,065

Shanghai Bayu E-commerce 24-Nov-2017 22-Jun-2016 520

Nod (Shanghai) Culture Development 24-Nov-2017 19-Aug-2016 462

Average 682

CIS  Industr i al  Group 0.3 (0.0)

Furuida Finance Leasing (Shenzhen) 25-Jun-2018 8-Feb-2018 137

Hananhal  Group 0.1 0.0

Shanghai Shouxin Factoring Co 1-Nov-2018 9-Nov-2015 1,088

Shanghai  Ji amao Expo Co. ,  L td (51%) 30-Nov-2018 29-Nov-2018 48.9 0.4 1

Total/ Average number of days in existence before being acquired 470.1 62.4 373

HKD'000 CY 2018 % Link to Noah's Ark Group

Mega Expo business 24,458    5%

Organization of exhibitions 19,742        4%

Financing 4,716          1%

Acqui red business f rom Noah' s A rk 261,428   56%

Website says "Welcome to Noahs"; Organize events for Noah's Ark related entities;

PRC subsidiary's registered email shares the same phone number with Noah's Ark related entities

PRC subsidiaries share the same phone number with Noah's Ark related entities;

All bar brands come from and are licensed to Noah's Ark related entities

Management overlap with Noah's Ark related entities; 

Provide services to Noah's Ark related entities

PRC Subsidiary purchased from Noah's Ark related individuals;

PRC subsidiary shares the same phone number with Noah's Ark related entities

New business rel ated to Noah' s A rk 176,884   38%

Contracting & entertainment equipment 176,884      38% Shanghai Shuomeng's registered email belongs to a Noah's Ark employee

Total 462,770      100%

Revenue related to Noah's Ark 438,312  95%

Sparkle Mass: Organization of exhibitions 49,201        11%

Fortune Selection: Brand management 35,417        8%

Cheer Sino: Promotion and consulting 176,810      38%

Hananhal: Financing <1%

http://www.blueorcacapital.com/
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Mega Expo has tried to justify such sham acquisitions by claiming that certain acquired entities hit profit guarantees 

or generated impressive revenues post-acquisition.  Yet we question such reported financial performance, given that 

in many cases we can find little evidence that many of the acquired entities even operate a business, apart from an ill-

defined and opaque relationship with a network of bars and clubs tied to the Noah’s Ark Group.   

Most Acquired Businesses & Newly Formed Subsidiaries Have NO Online Presence  

Acquisition/Subsidiary PRC Subsidiary Website WeChat Account 

Cheer Sino NOD (Shanghai) Management Communication Not working Broken links 

Cheer Sino NOD (Shanghai) Culture Development No website No WeChat 

Cheer Sino Shanghai Bayu E-commerce Not working Last update in June 2017 

Fortune Selection Shanghai Phebe Food & Beverage Management No website No WeChat 

Fortune Selection Phebe (Shanghai) Brand Management Not working Became active late April 

Sparkle Mass Shanghai Lin Yun Enterprise Management Consulting No website No WeChat 

Sparkle Mass Shanghai Lin Yun Exhibition Service Poorly Designed Poorly Designed 

CIS Industrial Furuida Finance Leasing (Shenzhen) No website No WeChat 

Hananhal Group Shanghai Shouxin No website No WeChat 

Shanghai Jiamao Shanghai Jiamao No website No WeChat 

Newly formed Subsidiary Shenzhen Qianhai Yuanchen Culture Development No website No WeChat 

Newly formed Subsidiary Shanghai Shuomeng Culture Development  No website No WeChat 

Source: Company Public Filings, WeChat, Blue Orca 

 

1. Noah’s Ark: Shadowy Group Behind the Acquisitions.   

Mega Expo has gone to great length to conceal the involvement of Noah’s Ark Group from investors, which was never 

mentioned (to our knowledge) in the Company’s public filings until two weeks ago.3  Not only do we believe that the 

Noah’s Ark Group should be considered an undisclosed related party, we suspect that this shadowy entertainment 

syndicate is behind many of the sham or questionable transactions at the center of Mega Expo’s fraud.   

Although we will discuss each specific connection in turn, on the following page we have included a chart showing 

the overwhelming number of connections between Mega Expo, its acquisitions and the Noah’s Ark Group.  We 

estimate that 95% of Mega Expo’s CY 2018 revenues were derived from businesses acquired from or connected 

to the Noah’s Ark Group.  Even Mega Expo’s new CEO, a former member of a prominent Chinese boy band, 

was picked from an entity related to the Noah’s Ark Group.   

   
Mr. Xu Feng (middle) was shown in the poster to be performing as China Power  

Source: Baidu Image, http://blog.sina.com.cn/s/blog_48f490f701000bgw.html 

                                                           
3 On April 25, 2019,  the Company disclosed that Noahs Global Group owns more than 5% of its shares. 

http://www.blueorcacapital.com/
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0621/LTN20180621644.pdf
https://image.baidu.com/search/detail?ct=503316480&z=0&ipn=d&word=%E4%B8%AD%E5%9B%BD%E5%8A%9B%E9%87%8F%E7%BB%84%E5%90%88&step_word=&hs=0&pn=3&spn=0&di=660&pi=0&rn=1&tn=baiduimagedetail&is=0%2C0&istype=0&ie=utf-8&oe=utf-8&in=&cl=2&lm=-1&st=-1&cs=2976353244%2C1520565620&os=1015087719%2C1029228040&simid=0%2C0&adpicid=0&lpn=0&ln=852&fr=&fmq=1556566302675_R&fm=rs8&ic=undefined&s=undefined&hd=undefined&latest=undefined&copyright=undefined&se=&sme=&tab=0&width=undefined&height=undefined&face=undefined&ist=&jit=&cg=&bdtype=0&oriquery=%E8%AE%B8%E6%9E%AB%20%E4%B8%AD%E5%9B%BD%E5%8A%9B%E9%87%8F&objurl=http%3A%2F%2Fp2.so.qhmsg.com%2Ft01ae0440b3c67aa17c.jpg&fromurl=ippr_z2C%24qAzdH3FAzdH3Fnn8b0m_z%26e3B00y9_z%26e3Bv54AzdH3Fef5-%25Em%25Bm%25ln%25EE%25bc%25lE%25Em%25Bc%25l0%25El%25bD%25l9%25Em%25Bm%25Ad%25Ec%25ll%25BA%25E0%25BC%25b8%25Ec%25bB%25AB%25Em%25bd%25bE%25El%25bE%25B9%25Em%25b9%25AC%25Em%25bm%25Bn_z%26e3Bip4s&gsm=0&rpstart=0&rpnum=0&islist=&querylist=&force=undefined
http://blog.sina.com.cn/s/blog_48f490f701000bgw.html
http://sdinotice.hkex.com.hk/di/NSAllFormList.aspx?sa2=an&sid=93611&corpn=Mega+Expo+Holdings+Ltd.&sd=07/05/2018&ed=07/05/2019&cid=0&sa1=cl&scsd=07%2f05%2f2018&sced=07%2f05%2f2019&sc=1360&src=MAIN&lang=EN&


 

12 

 

Mega Expo Holdings Ltd.│HK:1360                                                                                          www.blueorcacapital.com 

.com 

file:///C:/Users/Owner/Downloads/www.blueorcacapital.com


 

13 

 

Mega Expo Holdings Ltd.│HK:1360                             www.blueorcacapital.com 

.com 

Not much is known about the Noah’s Ark Group, how it operates or who controls it.  Supposedly an entertainment 

group with interests in bars, clubs, hotels and KTVs in China, the Noah’s Ark Group has been linked by Chinese 

media and law enforcement to prostitution.   

For example, the Noah’s Ark Group recently made headlines in China when one of its private clubs in Shanghai – the 

White Horse Club, also known as Perfect Space - was shut down by the police after news broke out online that one of 

its male “models” received 28 luxurious gifts from his female patron on his 28th birthday, including a gold cup and 

RMB 280,000 yuan (USD 41,589) in cash. 

Although its Weibo posts were deleted, Chinese netizens and media preserved images of “models” at the White Horse 

Club.  We are no experts in male prostitution, but if it looks like a duck and quacks like a duck, it is probably a duck.   

Other White Horse Club Male “Models”

 
Source: https://zhuanlan.zhihu.com/p/55810240 

 

Various sources linked White Horse Club, or Perfect Space, to the Noah’s Ark Group.  First, an ex-employee of the 

White Horse Club gave an interview to Chinese media stating that the club belonged to a Shanghai entity called Noahs, 

which was part of the Noah’s Ark Group.  

Next, the White Horse Club’s official Weibo account shows that the club is operated by Shanghai Wangzhongde Food 

and Beverage Management Limited (“Wangzhongde”).  According to Qichacha, Wangzhongde has applied for 

multiple trademarks including: “WHITE HORSE”, “PERFECT SPACE”, and “白马会所.” 

file:///C:/Users/Owner/Downloads/www.blueorcacapital.com
https://zhuanlan.zhihu.com/p/55810240
https://finance.sina.com.cn/chanjing/cyxw/2019-01-27/doc-ihrfqzka1334527.shtml
https://www.qichacha.com/firm_5197598158b6ac03fb6f18d8a43853db.shtml#assets
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Source: https://www.weibo.com/whitehorseclub 

According to Qichacha, Wangzhongde’s most recent registered email address 823394281@qq.com was shared by 

multiple Noah’s Ark entities, including Shanghai Noahs Economic Development Group Co. Ltd and its subsidiaries.  

 
Source: https://www.qichacha.com/  

White Horse Club  

Official Weibo Account 

Shanghai Wangzhongde Food and 

Beverage Management Limited 

Introduction: Perfect Space 

Wangzhongde (operator of the White Horse Club) 

Shanghai Noahs Economic Development Group   

(Noah's Ark entity in Shanghai)  

Shanghai Madibo Food and Beverage Management   

(Listed as Noahs' subsidiary on Noahs' official website) 

Shanghai Nuolaixi Interior Design 

(Listed as Noahs' subsidiary on Noahs' official website) 

Shanghai Feixun Phebe Food and Beverage Management  

(Operates a Phebe bar in Shanghai) 

file:///C:/Users/Owner/Downloads/www.blueorcacapital.com
https://www.weibo.com/whitehorseclub
mailto:823394281@qq.com
https://www.qichacha.com/
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Entities which share the same registered email address or phone number typically share overlapping control or 

common ownership.   

This is not the first time that Noah’s Ark club was shut down for suspected involvement in prostitution by the Chinese 

police.  In 2016, Beijing Police arrested 77 people during a nightclub prostitution raid. One of the clubs raided was 

the Landai Club.  

 
Source: Beijing Police Weibo Account 

The Landai Club was prominently featured on the main page of Noah’s Ark Group’s official website as one of its 

main clubs. 

 
Source: https://web.archive.org/web/20180820085850/http://www.nyfzjt.com/ 

We found multiple criminal cases involving prostitution at clubs, hotels, or bars in China connected to the Noah’s Ark 

Group, including a case in which an individual was charged with operating a brothel out of a Noah’s Ark Hotel. 

On December 23, 2016, police in Beijing 

have investigated Baoli Club, Landai Club 

and Lihai Minyuan Club suspected of 

organizing illegal activities of prostitution. 

Landai Club 

Group’s Club 

file:///C:/Users/Owner/Downloads/www.blueorcacapital.com
https://web.archive.org/web/20180820085850/http:/www.nyfzjt.com/
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Source: http://wenshu.court.gov.cn/content/content?DocID=ae45b65b-b376-4ab0-bb93-cab5456be62d  

There was even one homicide case after a fight arose from a dispute involving several “male models” of a club 

connected to the Noah’s Ark Group. 

Date Charges Links to Noah’s Ark Group        Link 

12/27/2010 Organized Prostitution The convict was charged for organizing prostitution inside a Noah’s Ark club View Verdict 

1/15/2015 Organized Prostitution 
The operator of a Noah’s Ark hotel was charged for organizing prostitution at 

the hotel 
View Verdict 

10/28/2016 Hosting Prostitution The operators of a Noah’s Ark club were charged for hosting prostitution View Verdict 

11/20/2018 
Organizing Obscene 

Performance 

The manager and the operator of a Phebe bar were charged for organizing 

obscene performance 
View Verdict 

12/6/2017 Homicide and Affray 
An affray arising out of a dispute involving several male “models” of a Noah’s 

Ark club led to the death of a person 
View Verdict 

 

Ultimately, we believe that market participants and regulators should find it deeply troubling that an entity with 

connections to criminal enterprises such as prostitution appears to be so thoroughly entrenched in a public company.  

We believe that persons or entities connected to the Noah’s Ark Group have taken over Mega Expo and looted the 

public company through a series of sham transactions, each of which we will now discuss in turn.

file:///C:/Users/Owner/Downloads/www.blueorcacapital.com
http://wenshu.court.gov.cn/content/content?DocID=ae45b65b-b376-4ab0-bb93-cab5456be62d
http://wenshu.court.gov.cn/content/content?DocID=fc1c4415-97cb-4069-9490-86a4edff8f88
http://wenshu.court.gov.cn/content/content?DocID=ae45b65b-b376-4ab0-bb93-cab5456be62d
http://wenshu.court.gov.cn/content/content?DocID=aced5dea-ef0f-46c7-af05-59db1a570bdb
http://wenshu.court.gov.cn/content/content?DocID=7b5ed285-e374-476a-a9b8-a9ae0156b8f5
http://wenshu.court.gov.cn/content/content?DocID=8d054e65-74d9-467e-bfe5-a8ef00a3f03e&KeyWord=%E8%AF%BA%E4%BA%9A%E6%96%B9%E8%88%9F
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JIAMAO: ONE-DAY OLD COMPANY ACQUIRED FOR HKD 52 MILLION AT 140X NAV 

On November 30, 2018, Mega Expo agreed to buy 51% of Shanghai Jiamao Expo (“Shanghai Jiamao”) for HKD 52 

million in cash.  

 
Source: FY2019 Interim Report 

By its own admission, Mega Expo agreed to pay HKD 52 million for an empty shell.  Per the Company’s disclosures, 

Shanghai Jiamao only had HKD 726,000 of net assets at the date of acquisition. As Mega Expo acquired only 51% 

equity interest of the target’s equity, we calculate that the Company acquired a controlling interest in Shanghai Jiamao 

at 140x NAV.   

 
Source: FY2019 Interim Report 

Even more ridiculous, online SAIC filings show that Shanghai Jiamao was formed only one day before the 

acquisition agreement!  

 
Source: http://www.gsxt.gov.cn 

Shanghai Jiamao 

Date of incorporation: Nov. 29, 2018 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0326/LTN20190326437.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0326/LTN20190326437.pdf
http://www.gsxt.gov.cn/
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Interestingly, a week before the acquisition agreement, Mega Expo established a wholly-owned Chinese subsidiary, 

Shanghai Mega Expo, which engages in the exact same exhibition organizing business as the target.   

 
Source: http://www.gsxt.gov.cn 

 

News Article about Shanghai Mega Expo 

 
Source: https://t.cj.sina.com.cn/articles/view/1784473157/6a5ce645020010u8y?from=tech 

 

If Mega Expo successfully formed a subsidiary to engage in the same business, what is the possible justification for 

paying HKD 52 million in cash for a 51% interest in a 1-day-old-business such as Shanghai Jiamao with no operating 

history and almost no assets?  

Put simply, Mega Expo raised cash from the capital markets (either through dilutive equity issuances or 10% interest 

rate corporate bonds) to buy a one-day old business at 140x reported NAV.  At the time of the acquisition, the target 

had no revenues, no profits, no operating history, almost no assets, and no online presence to suggest it even operated 

an event planning business. In our opinion, this sham transaction appears to be a brazen theft of public company 

money.   

  

Shanghai Mega Expo 

Date of incorporation: Nov. 22, 2018 

Mega Expo (Hong Kong) International Co., Ltd established its first wholly-owned subsidiary in China, 

Shanghai Mega Expo Co., Ltd. 

http://www.gsxt.gov.cn/
https://t.cj.sina.com.cn/articles/view/1784473157/6a5ce645020010u8y?from=tech
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SHELL GAME: THREE ACQUISITIONS HAD ZERO (OR CLOSE) ASSETS 

In another glaring example of sham transactions, Mega Expo acquired three companies with either zero or negative 

net assets.   

In November 2018, Mega Expo acquired the Hananhal Group for HKD 100,000 in cash, whose only PRC subsidiary 

was Shanghai Shouxin Factoring Co. Ltd. (“Shouxin”).  Notably, the acquired Shouxin entity had previously been 

marketed for sale online as an empty shell on Chinese corporate information websites, including Qichacha.com (

企查查), a popular enterprise information search platform.  The sellers placed an advertisement that the Shouxin entity 

was a “clean” shell company.  Any buyer who could “afford it” was invited to call the number. Company records 

suggest that Noah’s Ark Group took over this entity and sold it to Mega Expo.  

 
Source: https://www.qichacha.com/firm_d526db35c4be66308de24263821ae47f.html 

Note: The description has been removed but the advertisement could be found on other websites. 

Evidence suggests that the Noah’s Ark Group was behind this transaction.  Shouxin, the acquisition target, used 021-

62791112 as its registered phone number. This same number is also used by multiple Noah’s Ark Group related 

entities.4   

Same Phone Number with Noah’s Ark Group related Entities 

 
Source: https://www.qichacha.com/ 

Another Shanghai entity, Rongcheng Financial Leasing (Shanghai) (“Rongcheng”), also uses that same phone number 

in its registration filings. Rongcheng also operates out of the same address as Shouxin.  Common phone numbers and 

addresses indicate common ownership or control, so we think Rongcheng is also connected or controlled by the Noah’s 

Ark Group.  Rongcheng’s legal representative and supervisor are Liu Mei and Xu Heyi, both of whom also work(ed) 

at Shouxin before Mega Expo acquired it in November 2018. 

 

 

 

                                                           
4 Noah New Century (Shanghai) Business Management: 46.1% owned by Noahs Ark Holding Limited, whose sole director, Lee 

Ting, is the legal representative of Noahs (Shanghai) Cultural Development. Shanghai Baixun Baibi Enterprise Consulting: 

wholly-owned by Shanghai Feixun Phebe Food and Beverage Management, which operates a Phebe bar in Shanghai. “Phebe” is 

a bar brand established by the Noah’s Ark Group and transferred to Fortune Selection. However, we believe the Noah’s Ark group 

essentially controls the Phebe brand and operates the Phebe bars. 

Address: Unit 368, No. 211 - 302, Fute North Road, 

China (Shanghai) Free Trade Pilot Zone 

Noah New Century (Shanghai) Business Management  

Shanghai Baixun Baibi Enterprise Consulting  

https://www.qichacha.com/firm_d526db35c4be66308de24263821ae47f.html
http://www.zrlou.com/index/detail/1886
http://shanghai.huangye88.com/xinxi/946_96663705.html?from=m
https://www.qichacha.com/
https://www.weibo.com/phebesh?is_all=1
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Management at Noah’s Ark Group Related Entity Also Work(ed) at Shouxin 

 
Source: https://www.qichacha.com/ 

 

According to the records on Qichacha, Liu Mei was Shouxin’s legal representative at the time of the acquisition.  We 

think this shows that the Noah’s Ark Group controlled Shouxin and sold the empty shell to Mega Expo.   

Shouxin ’s SAIC Information 

 

 

 
Source: https://www.qichacha.com/ 

 

Mega Expo spent money acquiring a shell company with zero assets from Noah’s Ark Group, an undisclosed related 

party.  Yet this was not the only empty shell acquired by the Company.    

 

In July 2018, Mega Expo acquired the CIS Industrial Group for HKD 330,000 in cash.  The target’s lone operating 

subsidiary was Furuida Finance Leasing (Shenzhen) Co. Ltd. (“Furuida”), which had been incorporated in February 

2018, just five months before the announcement of the acquisition.  At the time of acquisition, Furuida had zero 

assets and payables of HKD 4,000, giving it a negative net asset value of HKD 4,000.   

Rongcheng Financial Leasing (Shanghai) Co. Ltd 

Phone: 021-62791112 Address: Unit 368, No. 211 - 302, Fute North Road, 

China (Shanghai) Free Trade Pilot Zone 

Date of Amendment After 

Liu Mei 

Xu, Heyi (New) 

Item Amended 

Legal Rep Change 

Supervisor (on record) 

Shanghai Shouxin 

Date of Amendment Item Amended Before After 

Legal Rep Change 

Liu Mei Deng Zhonglin  
(Mega Expo Chairman) 

Deng Zhonglin  
(Mega Expo Chairman) 

Executive Director 

Supervisor Xu Heyi 

Main Management 

https://www.qichacha.com/
https://www.qichacha.com/
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Source: Mega Expo FY 2019 Interim Report 

On October 24, 2017, Mega Expo acquired i-Lend Finance Limited, another virtually empty shell, 5  for cash 

consideration of HKD 835,000.  

  
Source: Mega Expo FY 2018 Annual Report 

In total, Mega Expo spent HKD 1.3 million on acquiring three virtually empty shells with minimal assets.  The sellers 

were undisclosed, but we suspect the only motivation for this transaction was to siphon proceeds from the public 

company to unjustly enrich hidden beneficiaries.    

                                                           
5 It appears that I-Lend may have possessed a Hong Kong money lending license at the time of acquisition.  Yet we are not certain, 

because Mega Expo did not recognize any intangible assets under their purchase price accounting.  
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SPARKLE MASS: MILLIONS FOR AN EVENT PLANNER WITH FEW EVENTS 

Paying a high premium for newly incorporated companies seems to be a common practice for Mega Expo. In another 

instance, Mega Expo paid HKD 40 million in cash for a two-month old exhibition and event planning company, 

buying the business at a 159x price-to-book ratio.6   

On February 10, 2017, Mega Expo announced its plan to acquire 100% equity interest in Sparkle Mass Group 

(“Sparkle Mass”), which had two PRC subsidiaries engaged in consulting and exhibition services.  Notably, the two 

PRC companies were only incorporated on December 19, 2016, and December 30, 2016, respectively, less than two 

months before the announcement of the acquisition.  

  
Source: Mega Expo Announcement 

At the time of the acquisition, Sparkle Mass had not generated any revenue, and had only HKD 252,000 in reported 

net assets.   

Despite recent incorporation, no revenues, tiny assets and no discernable operating history, Mega Expo bought Sparkle 

Mass for HKD 40 million in cash at a 159x price-to-book ratio. Mega Expo recognized HKD 36 million of goodwill, 

which made up 90% of the purchase price.   

  
Source: Company Public Filings 

On this basis alone, we think it would be fair for investors to suspect that insiders are using sham transactions to 

simply loot the public company.   

 

But here we think that the deception went a step further.  Mega Expo noted that this acquisition carried a profit 

guarantee: Sparkle Mass had to generate at least HKD 13 million in net profit each year after the acquisition as a 

condition of the deal.  This profit mark would seem unattainable, given that Sparkle Mass was a newly formed business 

with almost no assets and no revenues.   

 

                                                           
6 Sparkle Mass has two PRC subsidiaries, but Mega Expo listed Shanghai Lin Yun Enterprise Management Consulting as an 

investment holding entity in its FY 2018 annual report.   

http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0210/LTN20170210707.pdf
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Source: Mega Expo Announcement 

But according to the Company, Sparkle Mass hit its post-acquisition net profit target and generated HKD 13 million 

and HKD 14 million in net profit in the years ended December 31, 2017 and 2018, respectively.  

 

 
Source: Mega Expo FY 2018 Annual Report 

 
Source: Mega Expo Announcement, March 27, 2019 

 

We think there is ample evidence to question whether Sparkle Mass really earned such profits.   

Mega Expo stated that Sparkle Mass is principally engaged in the organization and management of trade exhibitions 

and related services. Based on the Company’s filings, we calculate that its exhibitions service segment had profit 

margins of 52.3% and 35.6% in CY 2017 and CY 2018, respectively.  Assuming Sparkle Mass has the same profit 

margins and has an income tax rate of 20%, it would have to had generated at least HKD 31 million and HKD 49 

million in revenues in 2017 and 2018, respectively, to hit its profit guarantee. But we could find little evidence 

that Sparkle Mass organized any events on the scale required to generate such revenues.  Not even close.  

According to the Company’s FY2018 annual report, Shanghai Lin Yun Exhibition Service (“Linyun”) is the primary 

operating entity of Sparkle Mass.7 However, Linyun’s official website (http://www.lead-way.cn) seemed to be put 

together in a rush in 2017 (the year it was acquired) and appears not to have been updated since.8 

                                                           
7 The other Sparkle Mass PRC subsidiary is listed by Mega Expo as an investment holding company.   
8 Its copyright information at the bottom of the webpage still shows the year of 2017.  

http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0210/LTN20170210707.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/1026/LTN20181026331.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0327/LTN201903271078.pdf
http://www.lead-way.cn/
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Source: Linyun’s official website 

 

In the bottom right corner of the main page, a QR code links to Linyun’s official WeChat account.  Not just a 

messaging app, WeChat often serves as a crucial business platform in China between companies and their clients. 

However, when we scanned the code, it only shows a still image of Linyun’s logo.   

Nor is there any evidence that Linyun organized or even participated in any major events, let alone events that would 

have been sufficient to generate over HKD 27 million in net profits or an implied HKD 80 million revenues for the 

organizer in the last two years.     

Under the Show Case section of Linyun’s website, there are only four tabs showing past exhibitions.  The website is 

amateurish at best, with much of its content apparently taken from other designers or websites.   

The first tab is a general page showing a collage of design posters that mostly appear to have been pulled from 

other websites.  For example, the pictures highlighted by green circles (below) are poster designs for earphones by a 

company called Yingtuo Cultural Communication (影拓文化传播). The name of the company was even shown in the 

first green circle (highlighted in red box).  The whole design portfolio can be found on Zcool, a Chinese online 

community for designers.  The pictures in the red circles (below) are designs for a restaurant by another design studio 

in Guangzhou. The whole design series is also accessible on Zcool.  

Website copyright info has 

not renewed since 2017 

Scan the QR code and follow 

our WeChat account. 

http://www.lead-way.cn/
http://www.lead-way.cn/cases.aspx?cid=78
http://www.lead-way.cn/cases.aspx?cid=78
https://www.zcool.com.cn/work/ZMTkyOTk2MjQ=.html
https://www.zcool.com.cn/work/ZMTk3ODY0NzY=/1.html
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Source: http://www.lead-way.cn/cases.aspx?cid=78 

The first tab of Linyun’s website appears to simply be content in part taken (or stolen) from other websites.  The 

second, third and fourth tabs show events that Linyun apparently helped organize.  But even taken together, these 

events look nowhere near sufficient to supposedly generate HKD 27 million in net profit and an implied HKD 80 

million in revenues in the last two years. 

 

For example, on the second tab, Linyun’s website showcases the annual party for the Eastern China branch of a 

company called Ausin China, which collapsed in 2018.  Ausin China fell into disgrace after cheating more than 100 

Chinese property investors out of millions of dollars in failed real estate projects in Australia.   

 

http://www.lead-way.cn/cases.aspx?cid=78
https://www.afr.com/real-estate/ausin-collapse-saw-chinese-investors-lose-millions-in-australian-property-deals-20181024-h171qi
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Source: http://www.lead-way.cn/cases.aspx?cid=79 

This is noteworthy.  The first real event showcased on the website of an HKD 40 million cash acquisition is a party 

thrown for a property scam which defrauded Chinese investors.   

 

Connections to the Noah’s Ark Group 

The next two showcased events are an unassuming Chinese Teapot Exhibition and a charity auction.  We believe both 

events were related to Noahs Yacht Club (“NYC”), which is owned by Shanghai Noahs Economic Development 

Group and is part of the Noah’s Ark Group.9 

 

The teapot exhibition showcased on the third tab is a small, simple gathering, which looks like it was attended by less 

than 20 people. We found that, on November 11, 2016, NYC put out an announcement on its official website for an 

upcoming teapot exhibition. The event name and the guest lists published on the announcement matched the photos 

showcased on Linyun’s website.  Based on the pictures, we highly doubt that Linyun could generate any meaningful 

revenues from planning such an event. 

 
Source:  http://www.lead-way.cn/cases.aspx?cid=80 

The last tab is for a charity auction. Despite the low resolution of the image, we were able to identify that the event is 

for a social group called Mrs. Sunny Class, which holds its events at NYC. Two of the three major events listed on 

Linyun’s website are for the Noah’s Ark Group related entities.  

    

 
Source: http://www.lead-way.cn/cases.aspx?cid=81 

                                                           
9 In December 2018, NYC’s shareholder changed from Shanghai Noahs Economic Development Group to AMB Culture Hong 

Kong Holdings Limited, whose sole director is Lee Ting, the legal representative of Noahs (Shanghai) Cultural Development.   

Ausin 2017 Annual Party 

Mrs. Sunny Class Charity Party Mrs. Sunny  

http://www.lead-way.cn/cases.aspx?cid=79
http://www.noahsyachtclub.com/site/newsdetail2/208
http://www.lead-way.cn/cases.aspx?cid=80
http://www.lead-way.cn/cases.aspx?cid=81
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These are not the only connections between Sparkle Mass and the Noah’s Ark Group.  On multiple pages of 

Linyun’s website, Sparkle Mass greets its visitors with a banner which says “Welcome to Noahs.”  

 
Source: http://www.lead-way.cn/Contact.aspx 

On top of that, Sparkle Mass’ other PRC subsidiary, Shanghai Lin Yun Enterprise Management Consulting, uses 

17321110092@139.com as its registered email, which shares the same 10 digits number as the registered phone 

number of Noah’s Ark Group related entities (discussed in detail later in this report).  

 
Source: Qichacha 

To summarize, Mega Expo paid HKD 40 million in cash for a two-month-old business with zero revenues, minimal 

assets, and no operating history.  Not only does this appear to be an obviously sham transaction, but we believe that 

Mega Expo fabricated the performance of the Sparkle Mass group post acquisition to deflect suspicions.   

  

Shanghai Lin Yun Exhibition Services  

Contact Us  

Welcome to Noahs 

Sparkle Mass Subsidiary:  

Shanghai Lin Yun Enterprise Management Consulting Co. Ltd 

http://www.lead-way.cn/
http://www.lead-way.cn/Contact.aspx
mailto:17321110092@139.com
https://www.qichacha.com/
https://www.qichacha.com/
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CHEER-UP: HKD 299 MILLION FOR A DERELECT E-COMMERCE PLATFORM AND A 

QUESTIONABLE EVENT PROMOTER 

On 24 November 2017, Mega Expo announced its plan to acquire 100% equity interest in the Cheer Sino Group 

(“Cheer Sino”) from Mr. Liu Jianping劉建平 (the executive vice president of a Noah’s Ark Group affiliated company) 

for HKD 299 million.10  Despite Mega Expo’s claims that Cheer Sino was a real business, our diligence shows that 

acquired assets were little more than a worthless e-commerce platform and an opaque event promotion business which 

generates revenues from bars and clubs connected to an undisclosed related party, the Noah’s Ark Group.  We question 

what value, if any, Mega Expo received and believe that Mega Expo simply fabricated or exaggerated the post-

transaction revenues.    

1) Worthless E-Commerce Platform 

In its acquisition circular, Mega Expo claimed that Cheer Sino developed the “first comprehensive information and 

resources sharing platform in the entertainment industry.”  This platform apparently consisted of an e-commerce site 

offering alcohol and other supplies and services through Cheer Sino subsidiary Shanghai Bayu E-Commerce 

(“Bazayu”) to bars and clubs in China.  

Although Mega Expo described the platform as comprehensive, in reality Bazayu’s e-commerce offering is a joke.   

Bazayu’s platform appears to be an amateurish, poorly designed website.  The homepage is decorated by empty 

pictures with error signs. 

 
Source: http://www.bazayu.com/ 

The Bazayu platform supposedly caters to bars, lounges and clubs, and the website lists 80 types of alcohol and soft 

drinks for sale.  However, the Bazayu website states that not a single bottle has been sold.   

 

 

 

                                                           
10 The consideration stated in the announcement was HKD 268 million, but Mega Expo reported the fair value of this consideration 

was HKD 299 million in its FY 2018 annual report. 

Hi, Welcome to Bazayu 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/1126/LTN20171126007.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
http://www.bazayu.com/
http://www.bazayu.com/
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Bazayu Sold Zero Bottles 

 
Source: http://www.bazayu.com/topics.html?cat_id=1 

The Bazayu website stopped working in late April. In our opinion, this platform appears worthless, and further 

evidence that the acquisition was another sham transaction in which the Company raised money from the capital 

markets only to transfer such proceeds to unnamed beneficiaries by overpaying for targets of little or no value.   

 

But this was not the only business acquired in the Cheer Sino transaction.   

 

2) Opaque and Questionable Bar Consulting Revenues 

The other two operating subsidiaries of Cheer Sino are NOD (Shanghai) Management Communication and NOD 

(Shanghai) Culture Development, which we will refer to collectively as “NOD.” 

NOD supposedly generates revenues from selling undefined services to bars and clubs in China, such as using the 

NOD Union website to provide internet marketing services.  

 
Source: Mega Expo Circular, January 19, 2018 

This is notable because NOD’s website is currently down.  How could NOD provide internet marketing services 

through its website if its website is not working?  

Although its WeChat account is active, when we clicked on the “Become a Member” and “(Membership) Agreement 

Download” links on NOD’s official WeChat account, until recently an error page popped up.11  

  

                                                           
11 We checked the “become a member” and “(Membership) Agreement Download” links on NOD’s WeChat account periodically 

starting in March 2019.  For the next two months, both links led to dead pages.  However, in the last week, the WeChat account 

was updated to include a membership agreement, but the “become a member” link remains broken.   

Sold Unit: 0 

Recommended Hot Items 

Sold Unit: 0 Sold Unit: 0 Sold Unit: 0 

http://www.bazayu.com/topics.html?cat_id=1
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
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Membership Application Link Leads to Dead Page 

    
Source: NOD Union Official WeChat Account 

Note: We checked agreement download link from March to April 30, 2019 and it led to this broken page. In the last 

week it has been updated to include a service contract. But, “become a member” link remains broken.   

NOD Union supposedly made HKD 139 million selling services to bars and clubs in 1H FY 2019, yet its website is 

inactive and its WeChat leads to broken links for membership applications.  We think it is fair to question the 

authenticity of reported revenues when NOD cannot seem to manage the basics of operating a business.    

Mega Expo fails in its obligation as a public company to disclose even basic details about how its subsidiaries make 

money.  We believe that this lack of transparency is intentional because it makes it more difficult for investors and 

regulators to check the Company’s claims.  But even the vague and opaque details disclosed by Mega Expo suggest, 

in our view, that the Company’s reported revenues from such acquisitions as NOD are likely fabricated.  

 

For example, after the acquisition, NOD’s consultancy revenue experienced a substantial jump from HKD 3 million 

for the nine months in 2017 to HKD 68 million for the six months in 1H FY 2019. As the consultancy service became 

the main revenue driver of Mega Expo’s promotion and consulting segment, the profit margin inexplicably increased 

from 51% to 82% in the first half of FY 2019.   

 

Consultancy Revenue Brought Incredible Profit Margin 

 
Source: Company Public Filings 

Note: Used the profit before tax as segment results for the nine months in 2017 

 

9mo ended 4mo ended 6mo ended

HKD'000 9/30/2017 6/30/2018 12/31/2018

Segment Revenue 58,322          37,741          139,069          

- Ad-hoc Consultancy 2,619            n/a 68,010            

Segment Results 30,011          21,381          114,120          

PBT margin 51% 57% 82%

NOD Union 

Become a Union Member 

 

Agreement Download 

Join Union 

The website is unable to access for the moment. 
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Mega Expo fails to provide detailed information on what kind of consultancy service it performs or the average size 

of its consultancy projects.  Mega Expo only disclosed that this HKD 68 million consultancy revenue was generated 

from 100 unnamed clients made up of clubs, bars, and pubs in China.     

 
Source: http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0326/LTN20190326437.pdf 

NOD has two WeChat accounts, NOD Union (诺笛联盟) and Houtaiyule (后台娱乐). NOD Union posts articles 

regarding company news and club event notices, while Houtaiyule focuses more on event planning.  On the homepage 

of Houtaiyule’s WeChat account, we found plans for seven events.  All posted in 2016.  

 
Source: Houtaiyule WeChat Account 

Event proposals suggest that the average budget was HKD 28,899 per event, including the cost of venue decorations, 

setup, props, and gifts. 

  

Account Owner: Nod (Shanghai) 

Management Communication Co., Ltd 

Houtaiyule 

Party Plan 

Pervert Party 

Global Travel 

Love Code 

Popeye 

European Cup 

July Party  

LOL 

American Pie 

Houtaiyule 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0326/LTN20190326437.pdf
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Event Proposal Example 

 

 
Source: Houtaiyule’s WeChat Account 

The 82% profit margin suggests that NOD does not provide materials or labor, but makes money selling proposals 

and event ideas to bars and clubs.  We think it is therefore reasonable to assume that NOD recognizes only a small 

portion of the budget as revenue, akin to an event planning fee.  Assuming a 20% fee on the proposed event budget, 

we estimate that NOD would only generate HKD 5,780 per event.   

  
Source: Houtaiyule’s Official WeChat Account, Blue Orca Calculation 

*EX rate: RMB to HKD: 1.17 

This is a paltry sum and hardly justifies a HKD 299 million acquisition, not to mention the dilution of shareholders 

and the incurrence of crippling, high-interest debt.  

Category Item Unit Price Unit Quantity Total

American Pie Photo Area 1,000 Set 1 1,000

Captain America Background 5,000 Set 1 5,000

Palm Bar Counter 3,000 Set 1 3,000

Subtotal 9,000

Interactive Props Costumes for female models 30 (sic) Set 30 9,000

Subtotal 9,000

Gift Souvenirs 100 Set 100 10,000

Subtotal 10,000

American Pie costumes 

Budget for basic pacakge: 28,000 (excluding costs for high-end gifts and expensive decorations)

Details

Venue 

Decorations/ 

Setup

Set up the balloon wall

Set up the automobil wall

Door stickers + background wall + American Flag Dispay

Event Date Name Budget (RMB) Budget (HKD)

4/19/2016 S&M Pervert Party 10,000               11,700               

4/29/2016 - 5/2/2016 Travel Around the World 46,000               53,820               

5/20/2016 Network Valentine's Day party 14,400               16,848               

6/1/2016 Popeye 35,000               40,950               

6/10/2016 - 7/10/2016 LE VIN A PARIS 15,000               17,550               

7/4/2016 American Pie 28,000               32,760               

July 2016 League of Legends 24,500               28,665               

Average 24,700            28,899           

Take Rate 20% 4,940               5,780              

Budget 
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If the average consultancy revenue per event is only HKD 5,780, each of NOD’s 100 clients needed to host 20 events 

every month or 5 events every week to generate HKD 68 million in 1H FY 2019.  It is highly unlikely that a bar would 

host events that frequently.  

    
Source: Blue Orca Calculation 

We checked six bars’ WeChat accounts (five Phebe Club and one Dr. Oscar) to understand the frequency of event 

hosting and found that, on average, each bar held 3.8 events every month, one event a week.   

 
Source: WeChat, Blue Orca Calculation 

 

As sensitivity test shows, assuming that the bars host one event per week and NOD charges a 20% markup on the 

event budget, the 1H FY 2019 consultancy revenue would be only HKD 13.9 million, 80% less than the claimed HKD 

68 million.   

Impossible to Generate HKD 68 Million by Providing Event Proposals 

    
Source: WeChat, Blue Orca Calculation 

We find it highly unlikely that NOD was able to generate HKD 11 million per month promoting small events, 

especially without a functioning website to attract new customers.  Even with generous assumptions about its take-

rate, we estimate that such consulting fees could yield at most a fraction of that amount.   

The company claims that the ad-hoc consultancy services is mainly a “marketing means” to recruit new NOD Union 

members. Yet we question how the Company’s reported consulting fees could grow so rapidly when “membership” 

in the NOD Union was supposedly crashing.   

According to the Company, as of January 19, 2018, NOD Union supposedly boasted a client-network of over 1,500 

members of clubs, bars and lounges in the PRC. 

HKD'000

Reported Consultancy Revenue - 1H FY19 68,010            

Estimated Revenue to NOD per event 5.8                  

Estimated number of event 11,767            

# of cilents 100                 

# of events per client per month 19.6              

# of events per client per week 4.5                 

# of months Performance

Special 

Event

Unknown 

event

Total 

Surveyed

Events Per 

Month

Events Per 

Week

Taizhou Phebe Bar 6 29 9 1 39 6.5 1.5

Linyi Phebe Bar 12 17 8 2 27 2.3 0.5

Xuancheng Phebe Bar 6 3 22 0 25 4.2 1.0

Bazhou Phebe Club 12 21 11 3 35 2.9 0.7

Beiliu Phebe Bar 12 8 20 0 28 2.3 0.5

Jinan Oscar 4 10 8 0 18 4.5 1.0

Total/ Average 52 88 78 6 172 3.8 0.9

68,010 2.0 4.0 6.0 8.0 19.6

10% 3,468 6,936 10,404 13,872 34,000

15% 5,202 10,404 15,605 20,807 51,000

20% 6,936 13,872 20,807 27,743 68,000

25% 8,670 17,339 26,009 34,679 85,000

30% 10,404 20,807 31,211 41,615 102,000

35% 12,138 24,275 36,413 48,550 119,000

# of events per month

 T
a

k
e

 R
a

te
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Source: Mega Expo Announcement 

 

Yet Mega Expo stated in its FY2019 interim report that the number of union members dwindled to over 1,000, a 33% 

decrease in a year. 

 

 
Source: 2019 Interim Report 

 

NOD Union seems to have lost nearly one thirds of its members in 2018.  If its “membership” base is shrinking rapidly, 

signaling that its network is far less popular; how are NOD’s consulting services becoming more popular?  Mega Expo 

purposefully fails to disclose much detail about its business, making due diligence difficult, but we think such simple 

sanity checks suggest that the Company is likely fabricating its opaque revenue stream.   

It is also unclear what, if anything, the Company means by membership? Not all members seem to pay a membership 

fee. The company disclosure mentions a “basic free membership”, a “lower rank membership” and a “diamond 

membership.” We tried to check the pricing information for the membership, but both its official website and the 

membership section of its official WeChat account were not working.   

 
Source: http://nodunion.com/ 

3) Overwhelming Connections to the Noah’s Ark Group 

Mega Expo spent HKD 299 million to buy Cheer Sino, an event planning and promotion company without a 

functioning website, not to mention a broken e-commerce platform.  Yet the evidence is overwhelming that similar to 

Sparkle Mass and Fortune Selection, the Cheer Sino group is a collection of assets and interests purchased from the 

Noah’s Ark Group.   

Mega Expo disclosed that the seller of Cheer Sino is Mr. Liu Jianping.  Yet the Company failed to disclose that Liu 

Jianping was the executive vice president of the Noahs Group.   

 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
http://nodunion.com/
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
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Source: http://news.ifeng.com/a/20160414/48455699_0.shtml 

Prior to Liu, the legal representative of acquired subsidiary NOD was Sui Chunmu, who served in the position from 

the entity’s incorporation in 2014 until 2016.  Currently, Sui is the legal representative, chairman and the majority 

shareholder of Noahs (Shanghai) Enterprise Development Co., Ltd (“Noahs Shanghai”).  

 
Source: http://www.gsxt.gov.cn  

In its circular, Mega Expo stated that Fan Zhibiao was the CEO of NOD at the time of the transaction. In an interview 

in August 2016, Mr. Fan talked about NOD as if it was part of the Noah’s Ark Group. 

 
Source: http://zt.brandcn.com/gflt22xcbd/160810_405199.html 

Although the link has been taken down, presumably following the raid by Chinese police, NOD Union even listed the 

notorious White Horse club as a member.   

 
Source: https://web.archive.org/web/20180928150456/http:/www.nodunion.com/NewsList.aspx?type=10002 

This event was hosted by Noahs Group Executive Vice President, Mr. Liu Jianping, 

and all the NYC executives. 

Noahs (Shanghai) Enterprise Development Co., Ltd. 

Legal Representative: Sui Chunmu 

I am NOD Union’s executive director, Fan Zhibiao 

So far, NOD Union has successfully become the best (in entertainment) in China, monopolizing 70% of the 

industry's talent. Currently, Noah's Ark has 180 stores and expects to have more than 500 stores in the next 

six years. There are more than 1,500 stores in the industry, meaning that we will account for more than one-

third of the industry in about six years. 

http://news.ifeng.com/a/20160414/48455699_0.shtml
http://www.gsxt.gov.cn/
http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
http://zt.brandcn.com/gflt22xcbd/160810_405199.html
http://zt.brandcn.com/gflt22xcbd/160810_405199.html
https://web.archive.org/web/20180928150456/http:/www.nodunion.com/NewsList.aspx?type=10002
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Source:Shanghaiist Article 

The White Horse club was advertised on NOD Union’s website as the “garden of Eden” for women in Asia.  This 

shows not only NOD’s connections to the shadowy Noah’s Ark Group, but that Mega Expo’s subsidiary was providing 

membership services for a brothel.   

We think the overlapping legal representatives and statements by NOD’s CEO overwhelmingly confirm that the Cheer 

Sino entities were acquired from interests or individuals controlled by or affiliated with the Noah’s Ark Group.  

Together with evidence that the Company massively overpaid for acquired assets of questionable value, we believe 

that the Cheer Sino acquisition fits the narrative of a sham transaction to transfer money from the capital markets to 

hidden beneficiaries.   

https://shanghai.ist/2019/01/29/police-close-luxury-ladies-club-in-shanghai-after-lavish-gifts-for-one-boy-toys-birthday-go-viral/
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CHANGE OF FORTUNE: NEWLY FORMED BUSINESS ACQUIRED AT AN ESTIMATED 43.4x NAV 

On April 7, 2017, Mega Expo announced its plan to acquire 100% equity interest in Fortune Selection Group (“Fortune 

Selection”) from an mysterious individual, Ms. Wong Man, 黃閩.   

This transaction had many of the features that make Mega Expo’s other recent acquisitions look so suspicious.  First, 

the two PRC operating subsidiaries of Fortune Selection were formed in the second half of 2016, only seven months 

before the announcement of acquisition.  Suspiciously, we could find no information about the individual who was 

supposedly the seller, Ms. Wong Man, or how she came into possession of the target group.   

 
Source: Mega Expo Announcement 

Like other questionable transactions, the target had minimal revenues (RMB 3.6 million in the previous 5 months), 

tiny net assets (RMB 2.8 million), and a minimal track record of operating a business.  The purchase price also 

appeared ludicrous.  Mega Expo supposedly acquired Fortune Selection for 8.7x revenues (based on pre-acquisition 

run rate revenues).   

Even more suspicious, Mega Expo’s disclosures about the acquired business were inconsistent and incomplete.  In the 

Company’s acquisition announcement, Mega Expo stated that the appraised value of Fortune Selection was not less 

than HKD 49 million. 

 

 
Source: Company Announcement, April 9, 2017 

Mega Expo satisfied the consideration with a convertible bond and set the conversion price at a 19% discount to the 

average closing price for the last five trading days prior to the agreement.  As a result, Mega Expo ultimately agreed 

to pay HKD 81 million for the acquisition.  The Company artificially inflated the transaction consideration by HKD 

33 million between the time of the announcement and the consummation of the transaction.   

Mega Expo’s disclosures about the fair value of the assets were also inconsistent.  Mega Expo’s purchase price 

accounting recognized HKD 27 million of intangible assets, which are trademarks and brands, through this acquisition. 

However, the Company states clearly in its announcement that Faithful Progress provides brand services but “has no 

material assets and liabilities at the date of this announcement.”  

In addition, Chinese trademark records show that when this acquisition was completed in July 2017, Faithful Progress 

did not own the trademarks of these four brands, (“PHEBE”, “菲芘”, “MT,” and “U.CLUB”).  Because the acquired 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0409/LTN20170409007.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0409/LTN20170409007.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0409/LTN20170409007.pdf
http://sbj.saic.gov.cn/sbcx/
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entity did not own the trademarks at the time of the transaction, we question how Mega Expo’s purchase price 

accounting could have recognized HKD 27 million of intangible assets.12   

 

 

 

Source: http://wsjs.saic.gov.cn 

If we exclude intangible assets that according to Chinese records were not owned by the target at the time of the 

acquisition, we calculate that Mega Expo paid an estimated 43.4x NAV for the purchase.   

Mega Expo disclosed very little about the acquired business.  It stated that Fortune Selection, through its PRC 

subsidiaries, Shanghai Phebe Food & Beverage Management (“Phebe Food”) and Phebe (Shanghai) Brand 

Management (“Phebe Brand”), primarily engaged in catering, marketing, and brand management services.   

However, our due diligence shows that neither of Fortune Selection’s PRC subsidiaries has a working website.  Phebe 

Brand used to own a website: www.fybbrand.com.  However, this website is no longer working.  Phebe Brand’s 

WeChat account was recently reactivated in late April, although when we checked, all its links lead to dead pages.  

We question whether the acquired entities could run a catering, marketing, or brand management business without an 

operational website or online presence.     

 
Source: http://www.fybbrand.com 

                                                           
12 Chinese trademark records indicate that prior to the acquisition, Fortune Selection's BVI subsidiary Faithful Progress assigned 

the rights to use at least one of the four brands (Phoebe) to bars and clubs in China.  The assignment of such a license suggests 

some right to the underlying intellectual property, but we question how Mega Expo could recognize such IP as an intangible 

asset when the formal transfer of title to this IP has not been approved by PRC regulators. 

Trademark Transfer Announcement 

Trademark  Transferor Transferee 

No. 1562 

(Aug 6, 2017) 

Jiangsu Century Ark Cultural Development  

Trademark Transfer Announcement 

Trademark  Transferor Transferee 

No. 1569 

(Sept 27, 2017) 

Tang Yonghong (used Noah's Ark Group 

Wuxi Headquarter as address) 

The site is temporarily unavailable 

http://wsjs.saic.gov.cn/
http://www.fybbrand.com/
http://www.fybbrand.com/
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What we did find is that both Phebe Food and Phebe Brand have extensive ties to the Noah’s Ark Group.    

The Company stated that Fortune Selection generates revenues by providing brand management services related to 

the brands “PHEBE”, “菲芘”, “MT”, and “U.CLUB.”  

 

The PRC Trademark Office of National Intellectual Property Administration showed the Noah’s Ark Group and its 

affiliated parties originally trademarked Phebe and three other brands in a period from 2008 to 2013, years before 

Fortune Selection was incorporated. 

 

Trademark 

Initial 

Application 

Date Initial Applicant 

Transferred to 

Fortune 

Selection on  Transferred From 

Phebe 8/27/2010 Jiangsu Century Ark Cultural Development  8/6/2017 Jiangsu Century Ark Cultural Development  

菲芘 (Phebe) 1/11/2008 
Jiangsu Noah's Ark Entertainment 

Management 
8/6/2017 Jiangsu Century Ark Cultural Development  

U.Club 9/16/2013 
Tang Yonghong (used Noah's Ark Group 

Wuxi Headquarter as address) 
9/27/2017 

Tang Yonghong (used Noah's Ark Group 

Wuxi Headquarter as address) 

MT Club 4/1/2010 Jiangsu Century Ark Investment 8/6/2017 Jiangsu Century Ark Cultural Development  

Source: http://wsjs.saic.gov.cn 

In fact, Phebe, Club MT, and U.Club were all reported to have been operated under the management of the Noah’s 

Ark Group. 

 

  
Source: http://d1.sina.com.cn/shh/mt/ , U Club Weibo Post 

 

We think it is reasonable to infer that because Mega Expo supposedly acquired four brands started by the Noah’s Ark 

Group and its affiliated parties, the Noah’s Ark Group was behind the acquisition.  There is additional evidence to 

support this conclusion. 

Both PRC operating subsidiaries of Fortune Selection used 17321110092 as their contact number in their annual filings 

prior to the transaction.  This number has been used by multiple entities related to the Noah’s Ark Group, including 

Bohai (Shanghai) Agent Management, whose legal representative is Mr. Sui Chunmu. Mr. Sui is also the current legal 

representative and controlling shareholder of Noahs Shanghai.  He is also the former legal representative of NOD, 

Cheer Sino Group’s main PRC subsidiary, corroborating our argument that both Cheer Sino Group and Fortune 

Selection Group were parts of the Noah’s Ark Group.   

Noah's Ark Entertainment was founded by the Australian Anbo Investment in 1999, 

mainly engaged in hotel, KTV, sauna, bar, catering and other entertainment services 

industries. It has headquarters in Fuzhou, Shanghai, and Nanjing.... 
Among them, the Nanjing headquarter has established the hotel division, KTV division, 

performing arts division... and Phebe division; the Shanghai Headquarter established 

the MT Division, the SKY Division.... 
In the Shanghai-Nanjing area, Noah's Ark established a total of 38 subsidiaries.  

New Brand Under Noah's Ark Group 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0409/LTN20170409007.pdf
http://wsjs.saic.gov.cn/
https://baike.baidu.com/item/菲比酒吧/6006747
http://d1.sina.com.cn/shh/mt/
https://s.weibo.com/weibo/u%2520club%2520%25E8%25AF%25BA%25E4%25BA%259A%25E6%2596%25B9%25E8%2588%259F?topnav=1&wvr=6&b=1
http://d1.sina.com.cn/shh/mt/
https://s.weibo.com/weibo/u%2520club%2520%25E8%25AF%25BA%25E4%25BA%259A%25E6%2596%25B9%25E8%2588%259F?topnav=1&wvr=6&b=1
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Source: Qichacha 

As discussed earlier, the same phone number can be also found in the registered email address of Shanghai Linyun 

Enterprise Management Consulting, Sparkle Mass’ PRC subsidiary. It is not uncommon to use phone number as one’s 

email address in China, and we think it is reasonable to assume that common phone numbers indicate that entities 

have either common or overlapping control.   

 
Source: Qichacha 

Ultimately, we question the authenticity of an acquired business with a minimal operating footprint, almost no assets 

or revenues, and no discernable online presence.  With indisputable ties to the Noah’s Ark Group, we believe this was 

yet another sham transaction to enrich hidden beneficiaries at the expense of public investors.   

  

  

Fortune Selection Subsidiary:  

Shanghai Phebe Food and Beverage Management Co. Ltd 

Fortune Selection Subsidiary:  

Phebe (Shanghai) Brand Management Co. Ltd 

Bohai (Shanghai) Agent Management Co. Ltd 

Legal Representative: Sui Chunmu 

Sparkle Mass Subsidiary:  

Shanghai Lin Yun Enterprise Management Consulting Co. Ltd 
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MAJOR RED FLAGS 

Mega Expo has all the accompanying red flags of businesses which collapsed under evidence of fraud.   

1) Negative Operating Cash Flows and Ballooning Receivables 

Companies misrepresenting their financial performance often report receivables growing at a faster pace than revenues 

and poor cash flow conversion.  This justifies serial capital raising.  Mega Expo’s financials fit this pattern.   

At the first glance, Mega Expo seemed to have made a turnaround in FY 2018 following its spree of questionable 

acquisitions.  Yet despite rising paper revenues, Mega Expo lost HKD 73 million in cashflow from operations in CY 

2018.  This loss is due in part to the Company’s ballooning receivables balance, which from FY 2017 to FY 2018, 

grew 2730% (compared to revenue growth of 147%). 

  
Source: Mega Expo Company Filings 

Mega Expo fails to provide much detail about the source of its revenues, other than to admit that such revenues are 

derived from providing entertainment equipment, event planning, marketing, and brand management services.  Yet as 

we discuss in this report, there is ample evidence to suggest that such revenues are simply fabricated, as they originate 

mostly from newly formed entities which had no previous revenues, minimal assets and no operating footprint.  In 

many cases, Mega Expo’s acquired entities or subsidiaries supposedly generate revenues without a functional website 

or WeChat account.   

The inexplicable growth in receivables corroborates our thesis that such revenues are fabricated, because fake sales 

are rarely converted into cash receipts.    

2) Peak Vision: Same Appraiser as Tech Pro and Sound Global 

To facilitate its acquisition scheme, Mega Expo retained Peak Vision as an independent valuer.  Peak Vision played 

a critical role in valuing many of the major acquisitions, including:  

• Provided the independent preliminary valuation for the acquisition of Sparkle Mass, which we believe 

was a sham transaction in which Mega Expo purchased newly formed entities with minimal assets for 

HKD 40 million.  

• Provided the independent preliminary valuation of Fortune Selection. 

• Provided fair value measurements of profit guarantees and contingent consideration payables related to 

acquisitions of Sparkle Mass, Fortune Selection and Cheer Sino. 

• Tested the goodwill impairment for Mega Expo’s acquisitions.  

• Provided fair value measurements of convertible bonds issued to the seller in connection with the Fortune 

Selection acquisition.   

Of the 48 public companies that are listed as Peak Vision clients (since 2015) on David Webb’s webb-site, seven have 

been suspended from trading.  15% of its public clients (which we could find) are so problematic that trading of 

their shares has been suspended or halted, a terrible track record.   

HKD'000 FY 2016 FY 2017 FY 2018 CY 2018

Cash Flow from Operating Activities (174,679) (84,225) (19,137) (73,367)

Cash Flow from Investing Activities 18,038 37,426 (55,039)

OCF+CFI (66,187) 18,289 (128,406)

Net Profit (68,711) (39,317) 90,705 (81,356)

Revenue 160,289 102,938 254,051 462,770

Growth -36% 147%

Trade Receivables 0 3,880 109,793 125,642

Growth 2730%

Days Sales Outstanding 6.9 81.7 92.8

http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0210/LTN20170210707.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0409/LTN20170409007.pdf
https://webb-site.com/dbpub/adviserships.asp?p=133093


 

42 

 

Mega Expo Holdings Ltd. │ HK: 1360                  www.blueorcacapital.com 

.com 

Most notorious was Tech Pro Technology (HK: 3823).  Peak Vision provided the Valuation Report on one of Tech 

Pro’s fraudulent acquisitions, Shanghai Fuchao Property Management Company Limited (“Shanghai Fuchao”).  Peak 

Vision valued Shanghai Fuchao at approximately RMB 775 million, yet as we pointed out in our report exposing Tech 

Pro as a fraud, this entity only had a net profit of RMB 45,000 the previous year.  Essentially, Peak Vision blessed 

Tech Pro’s fraudulent acquisition at a P/E multiple of 17,220x! 

This is not the only time Peak Vision has contributed valuation services to companies caught defrauding the Hong 

Kong markets.  Peak Vision served as Sound Global Limited (HK: 967) (“Sound Global”)’s independent appraiser of 

choice.  After Sound Global shares were suspended from trading in April 2016 and an investigation was launched, 

Sound Global wrote down the goodwill on previously unimpaired assets to zero.   

In 2017, Sound Global shamelessly claimed that its financial documents went missing while being transported to a 

new file storage facility. Three of its former executive directors were censured by Hong Kong Stock Exchange.  Peak 

Vision blessed the unimpaired valuation of assets which Sound Global eventually admitted were worth nothing.   

Sampling of Peak Vision’s High Profile Clients Since 2015 

Company Name 
HK 

Ticker Exchange 
Mkt Cap 

(HKD M) Note 

Mega Expo Holdings  1360 Main 6,144   

Tech Pro Technology Development  3823 Main Suspended  Roll-up fraud revealed by Glaucus  

Sound Global  967 Main Suspended  Financials gone missing during investigation and three EDs censured by HKEX  

Hsin Chong Group Holdings  404 Main Suspended  Tenants not Found by Anonymous Analytics Report  

Lerado Financial Group Company  1225 Main Suspended  The Enigma Network: 50 stocks Not to Own by Webb-site Report   

China Solar Energy Holdings  155 Main Suspended  3 directors, including Chairman, uncontactable since "around August 2013"   

Sustainable Forest Holdings  723 Main Suspended  Failure to maintain a sufficient level of operations or assets per listing rules  

China Fortune Investments  8116 GEM Suspended  Corporate governance issue  

Source: https://webb-site.com/dbpub/adviserships.asp?p=133093&r=5 

Note: Trading Suspension information as of April 30, 2019 

 

Shareholders rely on independent appraisals to provide at least some minimal check on the authenticity of an acquired 

businesses.  Yet Peak Vision’s involvement with listed companies whose shares have been suspended for fraud 

suggests that in some notable cases it is the appraiser of choice for dishonest market participants. 

3) Subpar Auditor with History of Trouble 

In March 2017, HLB Hodgson resigned as Mega Expo’s auditor.   

 
Source: Mega Expo Announcement, March 31, 2017 

It was replaced with HLM CPA, whose only other notable public company client is China DYF (HK: 612), a suspected 

stock manipulation whose assets were recently frozen by Hong Kong regulators.  Trading of its shares were suspended. 

According to David Webb’s webb-site, HLM CPA only currently audits 17 public companies listed on Hong Kong’s 

main board and 4 companies on the GEM exchange. The average market cap of its clients is only HKD 1.1 billion (or 

http://www3.hkexnews.hk/listedco/listconews/SEHK/2016/0605/LTN20160605025.pdf
https://glaucusresearch.com/wp-content/uploads/downloads/2016/07/GlaucusResearch-Tech_Pro-HK_3823-Strong_Sell_July_28_2016.pdf
https://www.scmp.com/business/companies/article/1935729/sound-global-suspended-trading-under-order-hong-kong-regulator
http://www3.hkexnews.hk/listedco/listconews/sehk/2017/0619/ltn20170619624.pdf
https://webb-site.com/dbpub/articles.asp?p=58743
https://webb-site.com/dbpub/advisers.asp?p=1995426
https://webb-site.com/dbpub/advisers.asp?p=40901&hide=N
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0220/LTN20190220434.pdf
https://glaucusresearch.com/wp-content/uploads/downloads/2016/07/GlaucusResearch-Tech_Pro-HK_3823-Strong_Sell_July_28_2016.pdf
https://webb-site.com/dbpub/advisers.asp?p=58743&hide=N
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0401/LTN201904012816.pdf
http://www3.hkexnews.hk/listedco/listconews/sehk/2017/0619/ltn20170619624.pdf
https://webb-site.com/dbpub/advisers.asp?p=617&hide=N
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0315/LTN201903151060.pdf
https://www.scribd.com/document/325565601/Hsin-Chong#download&from_embed
https://webb-site.com/dbpub/advisers.asp?p=7889&hide=N
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0329/LTN201903292514.pdf
https://webb-site.com/articles/enigma.asp
https://webb-site.com/dbpub/advisers.asp?p=4869&hide=N
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0314/LTN201903141026.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2013/1018/LTN20131018660.pdf
https://webb-site.com/dbpub/advisers.asp?p=4756&hide=N
http://www3.hkexnews.hk/listedco/listconews/SEHK/2019/0322/LTN20190322965.pdf
http://www3.hkexnews.hk/listedco/listconews/sehk/2018/0927/ltn201809271314.pdf
https://webb-site.com/dbpub/advisers.asp?p=11993&hide=N
http://www3.hkexnews.hk/listedco/listconews/GEM/2019/0329/GLN201903299971.PDF
https://webb-site.com/dbpub/articles.asp?p=11993
https://webb-site.com/dbpub/adviserships.asp?p=133093&r=5
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0331/LTN201703311618.pdf
http://www3.hkexnews.hk/listedco/listconews/SEHK/2017/0331/LTN201703311618.pdf
https://www.bloomberg.com/news/articles/2019-03-20/hong-kong-freezes-assets-linked-to-mysterious-8-500-stock-gain
https://www.bloomberg.com/news/articles/2019-03-08/world-s-top-performing-stock-halted-after-mysterious-8-500-gain
https://webb-site.com/dbpub/adviserships.asp?p=2000485&r=0
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USD 145 Million). Mega Expo is its largest client by market cap. In fact, by excluding Mega Expo, the average market 

cap of HLM CPA’s clients falls to HKD 858 million (or USD 109 million).13 

HLM CPA’s track record does not exactly inspire confidence.  Two partners of the predecessor entity, one of whom 

still works for the firm, were fined by Hong Kong Institute of CPAs in 2016. 

 

 
Source: HK Institute of CPA Press Release, October 7, 2016 14 

We doubt that Mega Expo’s auditor, whose only other major client was notorious stock manipulation scheme China 

DYF, is likely to alert the capital markets to trouble or to adequately police the authenticity of Mega Expo’s financial 

statements.  

4) Abnormally High Director Turnover 

Companies committing fraud often have high director turnover as they struggle to convince directors to incur the 

liability of signing off on false financial statements.  Again, in this case, the shoe fits. 

• Mega Expo has had 4 chairmen and 4 chief executive officers since 2014. 

• Each year, an average of 3-4 directors resigned, which is considerable given that the Company has only had 

6-7 board seats at any given time.   

                                                           
13 Market capitalization as of April 30, 2019. 
14 https://www.hkicpa.org.hk/-/media/HKICPA-Website/HKICPA/section6_standards/compliance/disciplinary/2016/10/pr-

20161007-en.pdf 

https://www.hkicpa.org.hk/-/media/HKICPA-Website/HKICPA/section6_standards/compliance/disciplinary/2016/10/pr-20161007-en.pdf
https://www.hkicpa.org.hk/-/media/HKICPA-Website/HKICPA/section6_standards/compliance/disciplinary/2016/10/pr-20161007-en.pdf
https://www.hkicpa.org.hk/-/media/HKICPA-Website/HKICPA/section6_standards/compliance/disciplinary/2016/10/pr-20161007-en.pdf
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Source: Company Annual & Interim Report 

  

Name Appointed On Resigned On

Chai rman

Mr. Lee Chi Sang 21-Aug-2012 31-Jul-2015 1,074                   

Mr. Lam Wa 31-Jul-2015 29-Apr-2016 273                      

Mr. Ge Jin 29-Apr-2016 12-May-2017 378                      

Mr. Deng Zhonglin 12-May-2017

Average tenure for resigned chairmen 575                      

Chief  Execut i ve Of f i cer

Mr. Lee Chi Sang 21-Aug-2012 31-Jul-2015 1,074                   

Mr. Sun Sizhi 31-Jul-2015 9-Mar-2017 587                      

Mr. Deng Zhonglin 9-Mar-2017 21-Jun-2018 469                      

Mr. Xu Feng 21-Jun-2018

Average tenure for resigned CEOs 710                      

Execut i ve Di rector

Mr. Lee Chi Sang 21-Aug-2012 31-Jul-2015 1,074                   

Mr. Si Tze Fung 21-Aug-2012 9-Nov-2015 1,175                   

Mr. Lam Wa 31-Jul-2015 29-Apr-2016 273                      

Mr. Sun Sizhi 31-Jul-2015 9-Mar-2017 587                      

Mr. Ge Jin 29-Apr-2016 12-May-2017 378                      

Mr. Liu Gejiang 5-Jun-2015 14-Oct-2016 497                      

Ms. Yang Yan 22-Apr-2016 14-Oct-2016 175                      

Mr. Du Changqing 9-Nov-2015 18-Jan-2016 70                        

Mr. Deng Zhonglin 14-Oct-2016

Ms. Zhang Jun 14-Oct-2016 27-Apr-2018 560                      

Mr. Lu Linyu 9-Mar-2017 6-Dec-2017 272                      

Mr. Au-Yong Shong Samuel 13-Dec-2017 21-Jun-2018 190                      

Mr. Xu Feng 21-Jun-2018

Average tenure for resigned Executive Directors 477                      

Non-execut i ve Di rectors

Mr. Chu Kwok Man 18-Oct-2013 5-Jun-2015 595                      

Mr. Leung Hung Kee 18-Oct-2013 11-Nov-2014 389                      

Mr. Yeung Wai Keung 18-Oct-2013 4-Jul-2014 259                      

Mr. Law Sung Ching, Gavin 12-Sep-2014 17-Jul-2015 308                      

Mr. Yeung Chun Yue, David 2-Dec-2014 9-Mar-2017 828                      

Mr. Wong Ka Fai, Paul 5-Jun-2015 9-Nov-2015 157                      

Mr. Choi Hung Fai 17-Jul-2015

Mr. Yang Bo 9-Nov-2015 7-Dec-2017 759                      

Mr. Tsang Wing Ki 9-Mar-2017

Dr. Wong Kong Tin, JP 13-Dec-2017

Mr. Qiu Peiyuan 11-Oct-2018

Average tenure for resigned Non-Executive Directors 471                      

Average tenure for resigned Chairmen, CEOs, and Directors 517                    

Number of days 

on the board
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VALUATION 

On valuation alone, we would expect an 92% downside to Mega Expo’s stock price.  In a recent acquisition circular, 

Mega Expo identified several publicly listed companies which it considers peers.  Yet even a cursory glance at these 

self-selected peers shows that Mega Expo’s stock is laughably overpriced.  Mega Expo is currently trading at 13.3x 

LTM revenues and 21.8x book value, nowhere close to its supposed peers, who are trading at an average of 0.6x sales 

and 1.7x book value.  

 

 
Source: FactSet, Blue Orca Calculation; Market caps as of May 8, 2019 

 

Mega Expo is so overvalued that even if we ignore any evidence of corruption, we would expect an 92% downside to 

its stock price.  

       
 Source: Blue Orca Calculation 

In this report, we present overwhelming evidence indicating, in our opinion, that Mega Expo has engaged in HKD 

470 million of mostly sham acquisitions over the last two years.  Mega Expo paid unreasonably high premiums to 

purchase companies, most of which were either empty shells or newly formed businesses with insignificant revenues, 

minimal to no assets, and an undefined or invisible operating footprint. In many cases, these acquired companies have 

no functioning websites, active WeChat accounts, or online presence.   

We also believe that Mega Expo has fabricated its revenues, both from its questionable acquisitions and its newly 

formed subsidiaries which seemingly generate revenues out of nowhere without any evidence of an operating business.   

In our view, Mega Expo has engaged in a stealth reverse merger with a shadowy entertainment group connected to 

prostitution in China.  On this basis alone, we believe that Hong Kong regulators must act to protect investors and 

prevent undisclosed parties with connections to criminal organizations from taking over a listed Company.   

We believe that Mega Expo is more sensibly compared to notorious frauds and stock manipulations like Tech Pro and 

China DYF, which either collapsed or have been suspended by the Hong Kong regulators.    

 

 

HKD M LTM

Company Name Ticker Market Cap EV P/S LTM P/E LTM P/B EV/EBITDA

Pico Far East 752-HK 3,280 2,500 0.7x 12.1x 1.7x 5.6x

Enero Group EGG-AU 639 442 0.5x 10.2x 1.0x 4.1x

Hakuten 2173-JP 399 454 0.4x 16.4x 4.6x 8.5x

TOW 4767-JP 1,147 932 1.0x 12.3x 1.8x 6.4x

CMO CMO-TH 100 186 0.3x 7.8x 0.9x 3.0x

Dyandra Media Intl DYAN-ID 253 311 0.4x 6.0x 0.7x 2.8x

Industry Average 970 804 0.6x 10.8x 1.7x 5.1x

Mega Expo 1360-HK 6,144 6,181 13.3x N/A 21.8x N/A

HKD LTM

Last Traded Price 4.20   

Revenue (HKD M) 463 

# of Shares (M) 1,463 

Sales per share 0.32   

Industry Average P/S LTM 0.6x 

Adjusted Price 0.18 

Downside % -96% 

HKD

Last Traded Price 4.20   

Book Value (HKD M) 281 

# of Shares (M) 1,463 

Book value per share 0.19   

Industry Average P/B 1.7x 

Adjusted Price 0.34 

Downside % -92% 

31-Dec-18

http://www3.hkexnews.hk/listedco/listconews/SEHK/2018/0118/LTN20180118860.PDF
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Mega Expo Likely to Follow: Share Price Drops to Zero or Trading Halts 

 
 

 
Source: FactSet, Blue Orca Calculation, Google Finance 

Note: 1. Market cap for Tech Pro is as of July 27, 2016, the day before we exposed its fraudulent transactions. Its financials are 

as of June 30, 2016. 

2. Market cap for China DYF is based on its last traded price before it was suspended from trading on March 8, 2019. Its 

financials are as of December 31, 2018. 

 

Like Tech Pro and China DYF, we believe that Mega Expo is an obvious fraud, that its equity is worth HKD 0.00 

and trading of its stock should be halted to protect future investors and hopefully provide a modicum of recovery for 

shareholders and creditors.  

HKD M LTM

Company Name Ticker Market Cap EV P/S LTM P/E LTM P/B EV/EBITDA

Tech Pro (suspended) 3823-HK 14,839 14,843 56.4x N/A 17.4x N/A

China Ding Yi Feng (suspended) 612-HK 28,568 28,675 780.3x 222.2x 77.5x 154.4x

Mega Expo 1360-HK 6,144 6,181 13.3x N/A 21.8x N/A
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DISCLAIMER 

We are short sellers. We are biased. So are long investors. So is Mega Expo. So are the banks that raised money for the Company. If you 

are invested (either long or short) in Mega Expo, so are you. Just because we are biased does not mean that we are wrong. We, like 

everyone else, are entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of 

our opinions about the public companies we research is in the public interest.  

 

You are reading a short-biased opinion piece. Obviously, we will make money if the price of Mega Expo stock declines. This report and 

all statements contained herein are solely the opinion of BOC Texas, LLC, and are not statements of fact. Our opinions are held in good 

faith, and we have based them upon publicly available evidence, which we set out in our research report to support our opinions. We 

conducted research and analysis based on public information in a manner that any person could have done if they had been interested in 

doing so. You can publicly access any piece of evidence cited in this report or that we relied on to write this report. Think critically about 

our report and do your own homework before making any investment decisions. We are prepared to support everything we say, if necessary, 

in a court of law.  

 

As of the publication date of this report, BOC Texas, LLC (a Texas limited liability company) (possibly along with or through our members, 

partners, affiliates, employees, and/or consultants) along with our clients and/or investors has a direct or indirect short position in the 

stock (and/or possibly other options or instruments) of the company covered herein, and therefore stands to realize significant gains if the 

price of such instrument declines. Use BOC Texas, LLC’s research at your own risk. You should do your own research and due  diligence 

before making any investment decision with respect to the securities covered herein. The opinions expressed in this report are not 

investment advice nor should they be construed as investment advice or any recommendation of any kind.  

 

This report and its contents are not intended to be and do not constitute or contain any financial product advice as defined in the Australian 

Corporations Act 2001 (Cth). Because this document has been prepared without consideration of any specific clients investment objectives, 

financial situation or needs, no information in this report should be construed as recommending or suggesting an investment strategy. 

Investors should seek their own financial, legal and tax advice in respect of any decision regarding any securities discussed herein.  At 

this time, because of ambiguity in Australian law, this report is not available to Australian residents.  Australian residents are encouraged 

to contact their lawmakers to clarify the ambiguity under Australian financial licensing requirements.   

 

Following publication of this report, we intend to continue transacting in the securities covered therein, and we may be long, short, or 

neutral at any time hereafter regardless of our initial opinion. This is not an offer to sell or a solicitation of an offer to buy any security, 

nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful under the securities laws 

of such jurisdiction. To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained 

from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or 

who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis, 

we expend considerable time and attention in an effort to ensure that our research analysis and written materials are complete and 

accurate. We strive for accuracy and completeness to support our opinions, and we have a good-faith belief in everything we write, 

however, all such information is presented “as is,” without warranty of any kind– whether express or implied.  

 

If you are in the United Kingdom, you confirm that you are subscribing and/or accessing BOC Texas, LLC research and materials on 

behalf of: (A) a high net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust) falling within Article 49 of 

the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an investment professional (e.g., a 

financial institution, government or local authority, or international organization) falling within Article 19 of the FPO.  

 

This report should only be considered in its entirety.  Each section should be read in the context of the entire report, and no section, 

paragraph, sentence or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report.  The 

section headings contained in this report are for reference purposes only and may only be considered in conjunction with the detailed 

statements of opinion in their respective sections.  

 

For convenience purposes only, we have provided a Chinese translation of this report.  In case of any discrepancy or inconsistency between 

the Chinese and the English versions of this report, the English version is the original and should prevail. In case of any legal dispute, 

reference shall be made only to the English version. 

 

BOC Texas, LLC makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or 

with regard to the results to be obtained from its use. All expressions of opinion are subject to change without notice, and BOC Texas, 

LLC does not undertake a duty to update or supplement this report or any of the information contained herein. By downloading and 

opening this report you knowingly and independently agree: (i) that any dispute arising from your use of this report or viewing the material 

herein shall be governed by the laws of the State of Texas, without regard to any conflict of law provisions; (ii) to submit to the personal 

and exclusive jurisdiction of the superior courts located within the State of California and waive your right to any other jurisdiction or 

applicable law, given that BOC Texas, LLC is a Texas limited liability company that operates in Texas; and (iii) that regardless of any 

statute or law to the contrary, any claim or cause of action arising out of or related to use of this website or the material herein must be 

filed within one (1) year after such claim or cause of action arose or be forever barred. The failure of BOC Texas, LLC to exercise or 

enforce any right or provision of this disclaimer shall not constitute a waiver of this right or provision. If any provision of this disclaimer 

is found by a court of competent jurisdiction to be invalid, the parties nevertheless agree that the court should endeavor to give effect to 

the parties' intentions as reflected in the provision and rule that the other provisions of this disclaimer remain in full force and effect, in 

particular as to this governing law and jurisdiction provision. 

  


