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By facsimile
Markat Announcements Office
ASX Limited

Lavel 4, North Tower, Rialto
Melbourne VIC 3000

By email

lan Hobson

Sacretary

Novstti Group Limited
Legacy House Level 24
Level 1, 293 Swanston Street
Melbourne VIC 3000

Dear Sirs

Madam Qing Li-Notice of initial substantial holder

We attach a Notice of Initial Substantial Holder for and on behaif of Madam Qing Li.
Yours faithfully -

Wi, 3

Justin Shmith
Principal

Withers SBL
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603 poge 1/2 15 July 2001

Form603

Corparations Act 2001
Saction £1B

Notice of initial substantial holder

1o Corrpany MavedSchere Novatti Group Limited

ACN/AFEN 606 556 153

1. Dotnlis of substartial holder (1)
Nama QING LI

ACNIAREN ff arpliceble)  NA

The halde becare a substantial Folgey on

2 Details of voling power

11/ Qctober [ 2017

The total rumber of vatee altached toal the voting shares in the corrpeny ar voling Irtevests in the scheme that the sbstantisl holder o o aeiate () ke a
relevant |ntereet (3) It on the date the substantlsl boldér becams a subatantlal holckr e = followe:

Qazss of seuites (4)

Murber of saouwities

Ordlhary Shares

Hevaar’s wotes (%)

\iting power (5)

25,000,000

15,000,000

18.45% (based on
135,513,709 ardinary
shares on lssua)

3 Dehsils of ralevant Inborests

The nature of tha rdewant Interest the substartlal hldér or an assodiale had In the follawing voting securities on the dite the subetantia holder becama a subwtatial

nolder are 2 foll (v
Holder of nelensnt interest Neture of rdenvant interagt (7) Olams and nunber of securities
Xiadl Chen Registered holder of the shares acquired pursyant toa| 12,500,000
Share Subscription and Option Agreement (a copy of
which Is 52t out as Annexure A).
Qing U Reglstered holder of the shares acquired pursuant toa| 12,500,000
Share Subacriptlen and Optlon Agreement |a copy of
which (5 set out 35 Annexure Al,
4. Dotalle of present registared helders
The persons regictered & halders of the sanudties refamed to in paragraph 3 ahove are & follows:
Holckx' of relovant Ragiztered holdar of Farson evkitied to be Cieen and rrmber
[teeresi e ritles registensd a8 holder (8) of soaurilies
Hladl Chen Xiadi Chen Xlad] Chen 12,500,000
Qing Ll Qleg Ll Qing Li 12,500,000
B Corsddoration

The cirelderation paid for each relevant interesl rafarmad to In peragraph 3 above, and acgred nthe four montha. prior b the day that the substevtlal holder becarme a

substartial holder |s 25 follows:

Hoider of relavant Dela of apisition Considaration () Jaes arvl number
interest of sacrities
{ash Ten-Geah
¥ladl Chen 11 Qctober 2017 41,750,000 12,500,000 QORD
Cling Ul 11 October 2017 41,750,000 12,500,000 ORD
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6 Aseociatey
Thes ressons the pereons nérred in paragraph 3 sl am imendates of the sbelantial halcler aro am fullpws
l_ Neme and ACN/AREN (F spolicatis) Netwe of assodetion
}:Xlndl Chen Advisar to Mr Xiadl Chan
7. Audrasseg
Tz addrestes of persarss rerred Inthis fomm & 28 fdllows:
| — ‘ —
} Qing U ’ sanllitan SOHO 16-3208, Chaoyang District, Belling, China, 100027 -
“Tadh Chen '" Sanllitan SOHO 16-2205, Chaoyang Dislrict, Beiiing, Ching, 100037

Signature

pirt i QING U wpadly
sign here 7% % dale  19/10M7
\

DIRECTIONS

)] If thewe 5 a rirvier of aubetantlal halders wilh &l or relaten relevart, interests (ag, a Covporat lon vy itz redated comporalons, o tha ek and thaelee of an
equity trusl), the narmes coull be Induded In an snnere to the ferm IF the relevard interasts of A group of persorg wre aseaniially sviler, they ey be referred Lo
throughoul the formez a epecifically rermed group IF the rebership of each group. with fhe neres. ol acidoeses of Entes is deavy el ot In paragraph 7 of the
fom

] S the definition of "aesodiale” In saction Bl the Comoralions At 2001,
()] Gee the gfinilion of "relevart interest” In macticns EDB el 671B(7) of the Comaredlons Act 2001,
(@) The weting shares of @ campany constitite ome dase unlez divided into separate deaees.

& Thetedel mumber of votes attached to all thewoling shares in {he corpany or veting Irteraes Ity e scherve GF am) tret the perunt of an asociale hes & devant
Inlereet tn,

@ The: parecn’s votes divided by the Lctal wtes Inlhebudycu'porateorsdwmnuti;ﬂiedwm

® Inchucie det i of;

{m eny relevart agreervent or cther drumstances by which tha rsfevart inferest Witk aouired. Hf sibsedlon 8715) spplles, Aoy of ay docurent eefing ot
the temma of any nlevant agreerron, s & debarent by the parson gling full and aecurate malaﬁwmm,mumamm.mmm
this foirn, exether with @ wiitien asierrznt certifying Ihis contradt, schemeor amangeren; and

© ay Qudification of the power of a person fo eerdes, aontidl the exerdsa o, er irfluencs the everdea of, the veting powvars o dlepesal of the ssauities Lo
whith tharalavan intevest relatas (nclicating dearly the particuar sequrities towhch tha cuadification eppilas),

Sen lhe defintico of "relevent agreerrent” In sextion 9 of the Corporatinns Ad 2001,
()] If the subatamtial halodar | unabla ta delanTine the Iderdlty of the peracn { eq if the relevint interesd aisas boca kg of Aoption) willd unlmown’.

o] Datzdla of Lhe consideration rmust inchucks sy and 4! benefits, rroney ond dlhar, that any peson fromwhom 8 relevant imeresd was aciined has, or may, becorme
artitled to eoeive in lation lotha arrydsition. Dtelis must be included even if the berefil is conditiorgs on {he happaning o ret of acortinganey. Delails rmust ba
Iretcied of any benefIL paldl on behalf of the subdlantial hoider or it ermsodiatin relalion to e sauisilons, aven i They are vt paid dirextly b the person framwhom
the retenirt Interest wae arpired,
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ANNEXURE A

This is Annexure A of 24 pages (including this page) referred to in th-e accompanying Farm
603.

Signed by: Qing Li:

Print Name: Qing Li;

Dated ; ! Cf_/ “/C) /_i;

The copy attached to this Annexure A is a true copy of the original,
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THIS AGREEMENT is made on lo Ocreod ¢ A 2017

BETWEEN NOVATTY GROUP LIMITED ACN 606 556 183 of Suite 1, 293 Swanston
Street, Melbourne, Victoria, Australia (Compsany)

AND The person whose details are set out in item 1 of Schedule 1 (Subseriber)
BACKGROUND

The Subscriber has agreed to subscribe for Shares and to receive a grant of the Options on the terms
of this document,

OPERATIVE PART
[t is agreed as follows:
1 INTERPRETATION
L1 Definitions
In this docunient:

ASX means ASX Limited (ABN 98 008 624 691) and, where the context requires, the
financial market that it operates.

Autharisation means:

(a) an authorisation, consent, licence, declaration, approval, exemption, notarisation
ot waiver, however it iy described; and

(b) in relation to anything that could be prohibited or restricted by law if a
Government Agency acts in any way within a specified period, the expiry of that
period without that action being taken,

including any renewal or amendment of any of fhe above.
Board means the board of dirgctors of the Company.

Business Day means a day which is not a Saturday, Sunday or public holiday in
Melbourne, Victoria.

Corporations Act means Corporations Act 2001,
Director Shares means any Share:
(a) held by or on behalf of a member of the Board; or

(b) listed as an indirect interest in an Appendix 3X or 3Y of the Listing Rules lodged
by the Company with ASX in respect of any member of the Board.

Encumbrance means any inierest or power:

(a) reserved in or over any interest in any asset including, but not limited to, any
retention of title; or
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(b) crealed or otherwise arising in or over any interest in any asset under & bill of sale,”
mortgage, charge, lien, pledge, trust or power,

by way of, or having similar commercial effect to, security for payment of a debt, any
other monetary obligation or the performance of any other obligatian, or any trust or any
retention of title and includes, but is not limited to, any agreement to grant or create any of
the above.

Escrow Account means the joint interest-bearing bank account at Westpac Private Bank
Melbourne to be established by the Escrow Agent upon execution of this document in
accordance with clause 2.2 and the Eserow Deed.

Escrow Agent means Michacl Kenneth Trumble.

Escrow Deed means the deed, in agreed form, to be executed by the parties and delivered
to the Escrow Apgent upon execution of this document instructing and authorisipg the
Escrow Apents to establish and operate the Escrow Account,

Events of Default means any of the following events:

(a) a receiver, manager, receiver and manager, trustee, administrator, controller or
similar officer is appointed in respect of the Company:

(b) a hquidator or provisional liquidator is appointed in respect of the Company;

{c) the Company entering into or proposing an arrangement ot compromise for the
benefit of creditors;

(d) the Company becoming unable to pay debts as and when they fall due for

payment; and

(e} the Company having failed to comply with a statutory demand within the meaning
of section 459F of Corporations Act.

Exercise Price has the meaning given to it in paragraph (b) of Schedule 2.

Expiry Date has the meaning given 10 it in paragraph (¢) of Schedule 2.

Final Presertbed Threshold means 40% of the issued share capital of the Company.
Government Agency means:

(a) government or governmental, semi-governmental or judicial entity or authority; or

(b) minister, department, office, commission, delegate, instrumentality, agency,
board, authority or organisation of any government,

It also includes any regulatory organisation established under statute or any stock
exchange,

Horizon Date means the date set out in item 7 of Schedule 1.

Listing Rules means the official listing rules of ASX as amended from time to time.
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Nominated Director has the meaning given to it in clause 6(a).

Nominee means such person who the Subscriber notifies to the Company on the date that
Is at least two Business Days prior to the issue date for the Tranche A Shares or Tranche B
Shares, as the case may be, provided that the identity of that person is approved in writing
by the Company (acting reasonably) and, notwithstanding such nomination, following their
issue the Subscriber will have a “relevant interest” (as provided for in section 608 of the
Corporations Act) in all of the Subscription Shares and Options.

Options means that number of options to subscribe for Shares as set out in item 6 of
Schedule 1 on the terms and conditions sét out in Schedule 2 and in ¢lauge 4.4,

Price means the aggregate of the Tranche A Proceeds and the Tranche B Proceeds.
related body corporate has the meaning given to it in the Corporations Act.
Release Date means the earlier to occur of:

(a) the date on which the conditions in clauge 3.1are satisfied or waived and the
condition in clause 3.2 is satisfied, there having been no Event of Default
ocourring on or before that date or, if so, the conditions in clause 3.1 having been
waived by the Subscriber within 10 Business Days following the Event of Default
occurring;

(b) if any of the conditions in clause 3,! is not satisfied or waived and the condition in
clause 3.2 15 not satisfied by the Sunset Date;

(c) an Event of Default occurring and the Subscriber not having waived the condition
in clause 3.1 within 10 Business Days following the Event of Default oocurring;
and

{d) the Sunset Date.

Shares means fully paid ordinary share in the capital of the Company.
Subscription Shares means the Tranche A Shares and the Tranche B Shares.
Sunset Date means the date set out in item 8 of Schedule 1.

Tranche A Shares means the number of Shares set out at item 2 of Schedule 1.
Tranche A Proceeds means the amount set out in item 3 of Schedule 1.
Tranche B Shares means the number of Shares set out at item 4 of Schedule |.

Tranche B Prescribed Threshold means 34.7 % of the issued share capital of the
Company.

Tranche B Proceeds means the amount set out in item 5 of Schedule 1,
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1.2 Construction
Unless cxpressed to the contrary:

(a) words importing:

(b)

(c)

(1)
(if)

the singular include the piural and vice versa,

any gender includes the other genders;

if 8 word or phrase is defined cogmate words and phrases have corresponding
definitions;

a reference to;

(i)

(il

(iii)

(iv)
(v)

(vi)

(vii)

{viil)
(i)
()

(xi)

a person includes a firm, unincorporated association, corporation and a
govemmient or statulory body or authority;

4 person includes ils legal personal representatives, successors and
assigns;

a statute, ordinance, code or other law includes regulations and other
statutory instruments under it and consolidations, amendroents, re-
enactments or replacements of any of them;

a right includes & benefit, remedy, discretion, authority or power;

an obligation includes a warranty or representation and a reference to a
failure to observe ar perform an obligation includes o breach of warranty
Or representation;

the words “include”, “includes” or “including” or any other grammatical
form of those words must be construed as if they are followed by
“without limitation™,;

an obligation not to do something includes an obligation not to cause or
allow that thing to be done;

time is to local time in Meilbourne, Victoria;
“$" or “dollars™ is a reference to the lawful currency of Auvstralia;

writing includes any mode of tepresenting or reproducing words in
tangible and permanently visible form, and includes email and facsimile
transmissions; and

any thing (including, without limitation, any amount) is a reference to the
whole or any part of it and a reference to a group of things or persons is a
reference to any one or wwore of them; and

a reference to this document includes all Schedules, Annexures and Appendices
refarred to in it.

@o1g/0390
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1.3

1.4

2.1

2.2

2.3

2.4

25

Headings
Headings do not affect the interpretation of this document.
Business Day

Where the day on or by which any thing is to be done is not a Business Day, that thing
must be done on or by the next Business Day.

SUBSCRIPTION AND GRANT
Share Subscription

The Subscriber hereby subscribes for, or must procure that its Nominee subscribes for, the
Subscription Shares at an agpregate issue price of the Price and the Company agrees to
issue to the Subscriber or its Nominee the Subscription Shares on the terms and conditions
of this document.

Escrow Agent

Promptly upon execution of this document, the parties must:

{a) sign and deliver the Escrow Deed to the Escrow Agent; and

{b) procure that the Escrow Agent promptly establishes the Escrow Account,
Issue of Tranche A Shares

Subject to satisfaction or waiver of the conditions in clause 3.1, the Company shall allot
and issuc to the Subscriber or jts Nominee the Tranche A Shares immadiately upon its
receipt of the Tranche A Proceeds as contemplated by clauge 4.1,

Issue of Tranche B Shares and Grant of Options

Subject to payment of the Tranche B Proceeds to the Escrow Account on or before the
Horizon Date (or such later date agreed by the Comparny and the Subscriber in writing) and
satisfaction of the conditions in clauses 3.1 and 3.2, the Company shall, immediately upon
satisfaction of such conditions:

(a) allot and issue to the Subscriber or its Nominee the Tranche B Shares: and
(b) grant the Options to the Subscriber or its Nominhee as separate securities but free.
Quotation and Holding Statements

The Company shall as soon as practicable and in any event within one Business Day
following the date of issue of the Tranche A Shares or Tranche B Shares, as the case may
be:

(a) apply for quotation of the Tranche A Shares or Tranche B Shares, as the case may
be, on ASX and do all things ressonably necessary to procure quotation of the
relevant Shares; and

@go11/030
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1.6

2.7

28

2.9

31

6
(b) notify its share registrar to jssue to the Subscriber or its Nominee:
(i) holding statements for the Tranche A Shares or Tranche B Shares, as the

case may be, upon their issue; and

(1) a certificate or holding statement for the Options once granted in
accordance with clause 2 4(h).

Ranking of Shares

All Subseription Shares issued to the Subscriber or its Nominee under or pursuant to this
document shall rank equally in all respects with the other then existing Shares on and from
the date of allotment of the respective Subscription Shares and shall be entitled to all
dividends and other distributions, the record date or dates for which falls on a date on ot
after the date of allotment and issue of the respective Subscription Shares.

Rights

All Subscription Shares issued to the Subscriber will:

(a) be issued as fully paid; and

(b) be free from Encumbrance,

Completion simultaneous

The actions to take place as contemplated by:

(2) in the case of the Tranche A Shares, clauses 2.3 and 4.1 and

{b) in the case of the Tranche B Shares and the Options, clauses 2.4 and 4.2(d),

are interdependent and must take place, ag nearly as possible, simulianeously. If one action
does not take place, then without prejudice to any rights available to any pany as a
consequence:

() there is no obligation on any party to undertake or perform any of the other
actions; and

(d) to the extent that such actions have already been undertaken, the parties must do
everything reasonably requirad to reverse those actions.

Constitution

Upon allotment and issue of the Tranche A Shares, the Subscriber agrees, and must
procure that any Nomince agrees, to be bound by the constitution of the Company.

CONDITIONS
Condltions to ail issues

The obligations of the parties in respect of the allotment and issue of and payment for the
Subscription Shares under this document are subject to and conditional upon:

@oL12/0309
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J2

33

3!4

5

(a) the ASX not indicating to the Company that it will refuse to grant quotation of the
Subscription Shares or otherwise make quotation conditional,

(b) no Event of Default occurring;

(c) the warranties given by the Company remaining true and correct in all material
respects immediately before the allotment or issue of and payment for the relevant
Subscription Shares or grant of Qptions; and

{d) niy breach of the undertakings by the Company in elausa 5.8.
Condltions to Tranche B Shares issue

The obligations of the parties in respect of the allotment and issue of and payment for the
Tranche B Shares and grant of the Options under this document are subject to and
conditional upon, on or before the Sunset Date, the Company obtaining all necessary or
desirable Authorisations, including sharsholder and regulatory approvals for the
transactions contemplated by this document, including approvals for all purposes under the
Ligting Rules (including Listing Rule 7.1) and section 6! 1, Item 7 of the Corporations Act.

Walver

The parties acknowledge that the conditions i clause 3.1 are imposed for the benefit of the
Subscriber or its Nominee, as the case may be, and only the Subscriber or its Nominee may
waive that condition in whole or in part and that the conditions in clause 3.2 cannot be
waived by either party.

Obligation to satisfy conditlons
The parties acknowledge that:

(a) they nwst each use reasonable endeavours (other than waiver) to ensure that the
conditions in clauses 3.1 and 3.2 are satisfied on or before the Sunset Date;

(b) the Subscriber must provide all information and assistance reasonably required by
the Company in order for the Company to obtain the necessary approvals the
subject of the condition in clause 3.2: and

(¢) they must keep each other informed of any circumstances which may result in any
of the conditions in clauses 3.1 or 3.2 not being satisfied in accordance with itg
terms.

Shareholders’ approval

Without limiting clause 3.4, in connection with satisfying the conditions in clause 1.2, the
Company will, subject to payment of the Tranche B Proceeds to the Escrow Aceount on or
before the Horizon Date (or such Jater date agreed by the Company and the Subscriber in
writing):

(a) procure that ezch member of the Board:

(i) publicly recommends that the shareholders of the Company vote in
favour of the required resolutions; and

@o13/0390
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3.6

(it} vote, or procure the voting of, any Director Shares of that member of the
Board in favour of the resolutions:

(b) prepare a notice of meeting to seek the approval of the members of the Company
for the purposes of the conditions in clause 3.2, and:

(0 the Company will consult in good faith with the Subseriber in relation to
the form and content of the notice; and

(i) the notice will include a unanimous recommendation by the Board that
metnbers vote in favour of the required resolutions and a stalcment that
each member of the Board intends to vote, or procure the voting of, their
Director Shares in favour of the resolutions;

(c) promptly appoint an appropriately qualified independent expert to prepare an
independent expert’s report on the transaction ag it will be put to members for
approval for the putpose of the condition in clause 3.2 and provide all assistance
and information reasonably requested by the expert in connection with the
preparation of the report; and

(d) convene a general meeting and dispatch the notice of meeting (together with the
independent expert’s report cantemplated by clause 3.5(c)) to its members as spon
ag reasonably practicable after payment of the Tranche B Proceeds 1o the Escraw
Account.

Sunset Date

If the Tranche B Proceeds are not paid into the Escrow Account on or before the Horizon
Date (or such later date agreed by the Company and the Subscriber in writing) or any of
the conditions in clauses 3.1 and 3.2 are not satisfied or waived (where permitied), become
incapable of satisfaction or the parties agree that it cannot be satisfied by the Sunset Date,
then:

(a) the Company shall have no obligation to:
Q) allot and issue the Tranche B Shares; or
(i) grant the Options; and

(b) clause 4.2(d)(ii) shall apply,

For the avoidance of doubt, termination of the effict of clauses 2.4 and 4.2(a) under this
clause 3.6 will nol affect the parties rights and obligations under any other clauses of this
document,

PAYMENT
Payment for Tranche A Shares

subject to the satisfaction or waiver of the eonditions in clause 3.1, the Subscriber shall
pay the Tranche A Proceeds to the Company by electronic bank transfer to an account
nominated by the Company by written notice to the Subseriber an or about the date of this
document within three Business Days of the date of this document. Any and all
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withholdings, cost of exchange, bankmg charges and all other costs, fees, laxes and
charges shall be payable by the Subscriber and shall be in addition to the amount of the .
Tranche A Proceeds.

Payment for Tranche B Sharcs

(a)

(b)

(c)

(d)

(¢)

0

Subject to the satisfaction or waiver of the conditions in clause 3.1, the Subscriber
shall pay the Tranche B Proceeds to the Escrow Account by electronic bank
transfer on or before the Horizon Date (or such later date agreed by the Company
and the Subscriber in writing), and the Tranche B Proceeds shall be held on behalf
of the Company and the Subscriber in accordance with the terms of this document
and the Escrow Deed. Any and all withholdings, cost of exchange, banking
charges and all other costs, fees, taxes and charges shall be payable by the
Subseriber and shall be in addition to the amount of the Tranche B Proceeds,

No amount shall be released from the Escrow Account otherwise [han in
accordance with this clavse 4.2 and the terns of the Escrow Deed.

Any interest that may acerue on the credit balance on the Escrow Account from
time to time shall be credited to the Fscrow Account. Upon release of the Tranche
B Proceeds from the Escrow Account, the interest earned on the credit balance in
the Escrow Account ghall be first used for payment of the Escrow costs to the
Escrow Agent and the balance be paid to the Subscriber. The liability to any
taxation on such interest shall be borne by the Subscriber.

As s00n as practicable following the Release Date (and in any event within five
Business Days of such date), the parties shall instruct the Escrow Agent to make
the following payments from the Escrow Account;

(1) if the conditions in clause 3.1 are satisfied or waived and the condition in
clause 3.2 is satisfied on or before the Sunset Date, the Tranche B
Proceeds shall be paid to the Company by way of electronic bank
transfer; and

(ii) if any of the conditions in clause 3.1 are not satisfied or waived and the
condition in clause 3.2 is not satisfied on or before the Sunset Date or an
Event of Default accurs and the Subseriber does not waive the condition
in clause 3.1 within 10 Business Days following the Event of Defaylt
occurting, the Tranche B Proceeds shall be paid to the Subscriber by way
of electronic bank transfer,

Upon all funds being released from the Escrow Account, the parties shall
promptly instruct the Escrow Agent to close the Escrow Account.

The Buyer and the Sellers each agree to:

(M provide all such information or documentation as may be reasonably
required to enable the Escrow Agent to establish the Escrow Account in
accordence with this document and the Escrow Deed; and
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(ii) promptly give such instructions to the Escrow Agent and take all other
actions in relation to the Escrow Account ag are necessary to give effect
to the provisions of clause 2.4 and this clanse 4.2.

Adjustment to number of and price of Tranche B Shares

Other than the issue of the Tranche A Shares, to the extent that there is a reorganisation of
the capital of the Company, an issue of Shares or options or other event in the period from
the date of this document to the date for the i1ssue and allotment of the Tranche B Shares
with the result thet the number of the Subscription Shares will not be equal to or greater
than the Tranche B Prescribed Threshold on the date for the issue and allotment of the
Tranche B Shares, then:

{a) the number of Tranche B Shares will be increased by the number of Shares
required for the Subscriber or its Nomines to hold the Prescribed Threshold on the
date for the issue and allotthent of the Tranche B Shares; and

(b) the issue price for the Tranche B Shares will be reduced proportionate to the
increase in the number of Tranche B Shares and in such manner that the Tranche
B Proceeds are not increased.

Adjustment to number of and exercise price of Optlons

Other than the issue of the Subscription Shares, to the extent that there is a reorganisation
of the capital of the Company, an issue of Shares or options or other event in the period
from the date of this document to the Expiry Date with the result that the number of
Subscription Shares and Shares issued on exercise of the Options will not be equal to or
greater than the Final Prescribed Threshold on or before the Expiry Date, then the number
of Shares which must be issued on the exercise of an Option will be increased by such
number of Shares required for the Subscriber or its Nominee to hold the Final Prescnbed
Threshold on the Expiry Date and no change will be made to the Exercise Price.

WARRANTIES
Warranties by parties

Fach party warrants and represents to the other party, at the date of this document and on
each of the dates of allotment and issue of the Tranche A Shares and the Tranche B Shares,
that;

(a) it has full legal capacity and power to enter into this document, (except as
contemplated in this document) comply with the terms of this document and carry
out the transactions that it contemplates;

(b) this docurpent constitutes its legal, valid end binding obligations, enforceable
against it in accordance with its terms and conditions;

() to the best of its knowledge having made all reasonable enquiries, neither the
subseription under this document not the issue of Shares or grant of the Options
will violate or contravene any securities ov other laws of any jurisdiction or any
provigion of a judgement binding on it, its constituent documents or any
document, agrcement of other armrangement binding on it or its assets; and
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it holds, or will hold on or prior to the issue of the Subscription Shares, each
Authorisation that is necessary to:

(1) execute this decument and to carry out the transactions that this
document contemplates;
(ii) ensure that this document is legal, valid, binding and admissible in

evidence; and
(ii) enable it'to properly carry on its business,

and it is complying with any condition to which any of these Autharisation is
subject.

Warranties by the Subseriber

The Subscriber warrants and represents to the Company, at the date of this document and
on each of the dates of allotment and issue of the Tranche A Shares and the Tranche B
Shares, that:

(a)

(b)

(c)
(d)

(e)

(B

(&

no application has been made for his bankruptcy and he has not filed for
bankruptoy;

no recejver, receiver and manager, trustee for creditors ot trustee in bankruptey or
analogous person has been appointed to any of his property or assets and no
creditor has taken possession of any of his property or assets:

he has not proposed or reached any voluntary arrangement with a creditor:

acknowledging the approvals to be sought pursuant to the condition in clanse 3.2,
the issue of the Shares will not result in a breach of Chapter 6 of the Corporations
Act;

the offer of the Shares to the Subscriber will be an offer which does not require a
disclosure document pursuant to section 708 of the Corporations Act;

the Subscriber subscribes for the Shares as principal and not for the purposes of
selling or transferring them or granting, issuing or transferring interests in or
options or warrants over them to any other party or parties; and

it is not the Subscriber’s current intention to sell the Shares during the 12 month
period from their allotment date,

Warranties by the Company

The Company warrants and represents to the Subscriber, at the date of this docurnent and
on each of the dates of allotment and issue of the Tranche A Shares and the Tranche B
Shares, that:

(a)

it is a comnpany limited by shares under the faw of the place of its incorporation;
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it has taken all corporate action that is necessary or desirable to authorise its eniry
into this document, its compliance with the terms of this document and its
carrying out the ransactions that it contemplates;

the Company is not in breach of, and will not before the relevant dates of
allotment and issue of the Tranche A Shares and Tianche B Shares, breach the
Listing Rule 3.1 or Chapter 6CA of the Corporations Act;

as at the date of this dacument, there is no “excluded information” relating to the
Company within the meaning of section 708A(7) of the Corporations Act other
than as set oul in the announcement in connection with this document;

from the date of this document, the Company has not ceased to be admitted ta the
official list of ASX;

the Shares will be quoted securities at all times in the 3 months before each of the
dates of allotment and issue of the Tranche A Shares and Tranche B Shares and
trading in the Shares on ASX will not be suspended for more than a total of 5 days
during the period of 12 months before cach of the dates of allotment and issue of
the Tranche A Shares and Tranche B Shares;

ASIC has not made a determination for contravention by the Company within the
previous 12 months before the date of allotment and issue of the Tranche A
Shares or Tranche B Shares of any of the provisions listed in section T08A(2) of
the Cotporations Act:

the Company is issuing the Subscription Shares for a purpose that does not
include any or all of the Subscription Shares being offered for the purpose of te
person 1o wham they are issued selling or transferring them or granting, issuing or
transferving interests in, or options or warrants over them:

the issue of the Subscription Shares will not contravene the Listing Rules;

at the date of this document, the Company or any of its subsidiaries holds a valid
Australian Financial Services Licence for non-cash payments or any other
licence(s) required by law to conduct and operate its e-comnmerce payment
business,

the Company has not provided any information to the Subscriber that it is aware is
misleading in any material respect and, so far as the Company is aware, no
information has been omitted that would render such information misleading in
any material respect;

ne member approval is required for the Company to issue the Tranche A Shares;
and

as at the date of this document and as at the date of the issue and allotment of the
Tranche A Shares the capital structure of the Corapany is as set out in Schedula 3.
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Reliance

Each party acknowledges that the other party has executed this document and agreed ta
take part in the transactions that it contemplates in reliance on the representations and
warranties and undertakings that are made in this clause 3.

Notice of breach

(a) The Company undertakes to the Subscriber that it will notify the Subscriber as
soon as practicable after it becomes aware of a breach of any representation or
warranty under clause 5.1 relating to it or of any representation or warranty under
clause 5.3 or any undertaking given by it in this document.

(b} The Subscriber undertakes to the Company that it will notify the Company ag
soon as practicable after it becotnes aware of a breach of any representation or
warranty under clausg 5,1 relating fo it or of any representation or warranty under
clauge 5.2 or any undertaking given by it in this document

Survival

The representations, warranties and indemnities given by a party nunder this document shall
not merge upon the completion of the transactions contemplated by this document.

Benefit of warrantles

Each Nominee, whether or not a party to this document will be entitled to the benefit of
this clause 5 and this clause 5 is entered into and may be enforced on that Nominee’s
behalf by the Subscriber.

Undertakings Prior to the Release Date

Except with the prior written consent of the Subscribers, the Company undertakes that
prior to the Release Date:

(a) the Company will not convert all or any of its Shares into a larger or smaller
nurnber of shares or vary the rights attaching to any of its Shares;

(b) the Company and its retated bodies corporate will not distribute or return capital
to its members or reduce its share capital in any way or resolve to do the same;

(c} the Company and its related bodies corporate will not declare, make or pay any
dividend ot other distribution;

(d) the Company and its related bodies corporate will not enter into a buy-back
agreement or resolve to approve the terms of a buy back agreement;

(e) other than the issue of the Subscription Shares pursuant to this document, the
Company and its related bodies corporate will not create or issue any share or loan
capital or give or agree to pive any option or right of conversion in respect of
share or loan capital;
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(f) the Company and its related bodies corporate wili not dispose of or agree o
dispose of the whole or substantial part of that entity's or Company's business or
assels,
(1)) the Company and its related bodies corporate will not create, extend, grant or

issue or agree to create, grant, extend or issue any Encumbrance; and

(h) ather than with respect to the issue of the Subscription Shares pursuant to this
document, the Company will not pass any resolytion of its members or make any
alteration to the Constitution,

6 APFOINTMENT OF DIRECTOR

(a) Following the issue and allotment of the Tranche A Shares, the Subscriber will
have the right, but not the obligation, to appoint a person as non-executive director
of the Company (Nominated Director) by written notice to the Compantiy, and the
company must procure the appointment of the Nominated Director as a director of
the Company as soon as practicable afier receiving the written notice from the
Subscriber subject to receipt of a consent to act in accordance with the
Corporations Act signed by the Nomjnated Director,

(b) If the Subscriber holds less than 19.9% of the issued Shaves for more than 30
consecutive days on which the ASX is open for trading, the Subscriber will
procure that the Nominated Directos tenders his or her resignation to the Board for
consideration,

{e) If a director of the Company nominated by the Subscriber under this clause 6
retires or is removed from the Board (other than in the circumetances set out in the
clause 6(b)), the Subscriber will have the right, but not the obligation to appoint a
replacement non-executive director to the Board by written notice to the
Company, and the Company must procure the appointment of such persan as a
director of the Company as saon as practicable after receiving written notice from
the Subscriber, subject to receipt of & consent to act in accordance with the
Corporations Act signed by the person.

7 CONFIDENTIALITY AND PUBLIC ANNOUNCEMENT

Each party must treat the existence and tettns of this docurment as confidentia) jnformation
and no announcement or communication relating to the negotiations of the parties or to the
existence, subject matter or terms of this document may be made or authorised by a party

unless:

() the parties have first given their written approval; and

{b) the disclosure is to the party's employees, consultants, professional advisers,
bankers, financial edvisers or financiers or o a person whose consent is required
under this document or for a transaction contemplated by it and those persons
undertake to keep confidential any information so disclosed; or

(c) the disclosure is made to comply with any applicable law (including Listing

Rules), the party promptly gives notice of itg intended disclosure to, and consulis
with, the other party to the extent practicable, and uses its reasonable endeavours
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consistent with its obligations to minimise any such disclosure and 1o ensure that
any confidential information so disclosed will be treated confidentially (unless
required by law).

MISCELLANEOUS
Own investigations
The Subscriber acknowledges and agrees that:

(a) it has conducted all due enquiries and investigations into the Company and has
decided to subscribe for the Shares based on its awn enquiries and investigations
and without any reliance whatsoever on any representations or information
provided by the Company, its officers, related bodies corporate or advisers except
to the extent provided in the document;

(b) an investment in the Shares involves a degree of risk and that the Shares are,
therefore, a speculative investment;

(c) o prospectus or other disclosure document has been prepared or lodged with the
Australian Securities and Investments Commission in comnection with the
Tranche A Shares and their proposed or actual allotment and issue to the
Subscriber;

{d) the Company is not issuing the Shares for the purpose of the Subscriber selling or
transferring them, or granting, issuing or transferring interests in, ot options or
waiTants over them; and

(e) it has obtained its own financial, business, tax and legal advice in relation to the
Company and its decision to subscribe for the Shares pursuant to the provisions of
this document.

Natices

Any notice or other communication which must be given, served or made under or in
connection with this document must be in writing, signed by an authorised person of the
sender and will be deemed to have been duly given, served or made if it is delivered or
posted by prepaid post to the address of the party detailed in this document, or sent by
email to the email address set out below:

{a) in the case of the Company:
Address: Suite 1, 293 Swanston Street,
Melbourne Vig, 3000
Australia
Email: Peter.Cook@novatti.com
Attention: Chief Executive Q[ficer

with a copy to:
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Address: Milcor Legal
Level 1, 6 Thelma Street
West Perth WA 6000
Australia

Email: stevenied milearlesal.com

Attention; Steven Papadopoulos

{b) in the case of the Subscribar:
Address; Sanlitun SOAC 16-2206,

Chaoyang District, Beijing

China Postcode @ 100027

Email: ligingb)1216@.163,com

Adttention: Madam Qing Li
and will be deemed ta be served, given or made:

(c) in the case of prepaid post: on the seventh Business Day after the date of
posting;

(d) in the case of emall: on sending, unless the sender receives an automated email
notifying the sender of non-delivery or delivery error in relation to the sender’s
email; and

{e) in the case of delivery by hand: on delivery.
Severability

Any provision of this document which is illegal, void or unenforceable is only ineffective
to the extent of that illegality, voidness or unenforceability, withoul invalidating the
remaining provigions.

Entire Agreement

This document constitutes the entire agreement in relation to its subject matter and replaces
and supersedes all prior documentation, discussions and negotiations in that regard.

Counterparts

This document may consist of a number of counterparts and if so the counterparts taken
together constitute one document,
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Further steps

Each party will promptly execute all documents and do all things that any other party from
time to titne requires of it to give effect to this document and to perform its obligations
under it.

Assignment eic.

The Company’s agreement arising from this document to issue the Shares to the Subscriber
is personal to the Subscriber and its Nominee. The Subscriber and its Nominee may not
assign, novate, transfer, or in any other marnner, deal with its rights or obligations under
this decument without the prior written consent of the Company.

Costs
Each party shall bear its own legal and other costs relating to this document.
Goveralng law and jurisdiction

This document is governed by and is to be construed in accordance with the laws
applicable in Victoria and each party irrevocably and unconditionally submits to the non-
exclusive jurigdiction of the courts of that place and any courts which have juriadiction to
hear appeals from any of those courts and waives afty right to object to any proceedings
being brought in those courts.
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SCHEDULE 1

Details

Item 1 = Subseriber

Xiadi Chen
Sanlitun SOHQ 16-2206 , Chaoyang District, Beijing China Postcode ~ 100027

Item 2 — Tranche A Shares

25,000,000 Shares

Item 3 — Tranche A Price
Issue price per Share:  $0.14 per Share

Total price: $3,500,000

Itemn 4 — Tranche B Shares

33,823,530 Shares as may be adjusted under clause 4.3

Iiem 5 — Tranche B Price

Issue price par Share: $0.19217 per Share as may be adjusted under clause 4.3

Total price: $6,500,000

Item 6 — Options

15,000,000 Options

Item 7 — Horizon Date

30 November 2017

Item B — Sunset Date

28 February 2018
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SCHEDULE 2

Options Terms and Conditlons

The terms and conditions attaching to the Options are as follows:

(a)

(b)

(c)

(d)

(s)

(f

()

(h)

Entitlement

The Options will entitle the holder to subscribe for one Share upon the exercise of each
Option that has vested in the holder. If the Options are subject to vesting, where the
relevant person is no longer employed or engaged, as the case may be, by the Group on a
vesting date, the Options will not vest to that holder, Options that have previously vested
in the holder shall be retained by the holder.

Exercise price
The exercise price of each Option will be $0.25 (Exercise Price),
Expiry date

The expiry date of each Option shall be the date that is 60 days from their date of grant
(Expiry Date),

Exercise period

The Options are exercisable at any time on or prior to the Expiry Date,

Natice of exercise

The Options may be exercised by notice in writing to the Company and payment of the
Exercise Price for each Option being exercised. Any notice of exercise of an Option

veceived by the Company will be deemed to be a notice of the exercise of that Option as at
the date of receipt.

Shares issued on exercise
Shares issued on exercise of the Options will rank equally with the other issued Shares.
Quotation of Shares on exercise

Application will be made by the Company to ASX for official quotation of the Shares
issued upon the exercise of the Options.

Timing of issne of Shares

After an Oplion is validly exercised, the Company must as soon as possible:
(i} allot and issue the Share; and

(ii) do all such acts matters and things to obtain:

(A) the grant of quotation for the Share on ASX no later than 5 days from the
date of exercise of the Option; and
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(B) receipt of cleared funds equal to the sum payable on the exercise of the
Options.

Participation in new issues

There are no participation rights or entitlements inherent in the Options and the holder will
not be entitled to participate in new issues of capital offered to Shareholders during the
cutrency of the Options.

However, the Company will ensure that for the purposes of determining entitlements to
any such issue, the record date will be st least ten Business days after the issue is
announced. This will give the holders of Options the opportunity to exercise their Options
prior to the date for determining entitlements to participate in any such issue,

Adjustment for bonus issues of Shares

If the Company makes a bonus issue of Shares or other securities to existing Shareholders
(other than an issue in liew or in satisfaction of dividends or by way of dividend
rainvestment):

(i) the number of Shares which must be issued on the exercise of an Option will be
increased by the number of Shares which the Option holder would have received
if the Option holder had exercized the Option before the record date for the bonus
isaue; and

(i) no change will be made to the Exercise Price.
Adjustment for rights lssue of Shares

If the Company makes an issue of Shares pro rata to existing Sharsholdess (other than an
issue in liew or in satisfaction of dividends or by way of dividend reinvestment) the
Excrcise Price of an Option will be reduced aceording to the following formula:

Mew exercise price =0 - E [P - (5+1)]
N+1

Where:
O = the old Exereise Price of the Option.
E = the number of underlying Shares into which one Option is exercisable,

P = average market price per Share weighted by reference 1o volume of the underlying Sharcs
during the fivo trading days ending on the day before the ex rights dale or ox entitlements date.

8 = the subseription price of a Share under the pro rata issue,

D = the dividend due but not yet paid on the existing underlying Shares (uxeept those to be issued
under the pro rata issug).

N = the number of Shares with cights or entitlements that must be held to receive a right to one new
Share.
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Adjustments for reorganisation

If there is any reconstruction of the issued share capital of the Company, the rights of the
Option holder may be varied to comply with the Listing Rules which apply to the
reconstruction at the time of the reconstruction.

Unlisted Options
The Company will not apply for gquotation of the Option.
Optlons transferable

The Options are not transferable without the prior written consent of the Company and, in
any event, shall be subject to compliance with the Corporations Act.

Lodgement instructions

Cheques shall be in Australian currency made payable to the Company and crossed "Not
Negotiable". The application for Sharcs on exercise of the Options with the appropriate
remittance should be lodged at the Corpany's share registry.
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SCHEDULE 3

Capital Structure of the Compuny

110,513,709

30,416,250 unquoted options comprised of the following:

L

10,200,000 unquoted options exetcizable at $0.20 each on or
before30 June 2019 (NOVAA).

9,859,250 unquoted options exercisable at $0.20 cach on or before
30 June 2019 (NOVAF).

4,250,000 unquoted options exercisable at $0.20 cach on or before
30 June 2019 (NOVAG).

500,000 unquoted performance options exercisable at $0.20 each on
or before 30 June 2019 (NOVAG).

3,107,000 unquoted options exercisable at $0.20 each on or before
31 December 2019 (NOVAG).

1,000,000 unquoted options exercisable at $0.20 each on or before
31 Decemnber 2019 (NOVAH).

1,500,000 unquoted options exercisable at $0.25 each on or before
31 May 2019 (NOVAR),
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Andrews, Jod!

From:

Sent:

To:

Subject:
Attachments:

Shmith, Justin

Friday, 20 October 2017 10:44 AM

Andrews, Jody

Novatti Group Limited-Form 603-Notice of Initial Substantial Holder-Madam Li
Novatti-Form 603 signed.pdf; Novatti-signed cover letter pdf

Can you plse fax the attachments to Market Announcements Office at the ASX (fax no. 1300 135 638). Just say Letter

attached on cover sheet.



