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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM™) OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher investment risk
may be attached than other companies listed on the Stock Exchange. Prospective investors should be aware
of the potential risks of investing in such companies and should make the decision to invest only after due
and careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market
more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange
and no assurance is given that there will be a liquid market in the securities traded on GEM.

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

This report, for which the directors (the “Director(s)”) of CNC Holdings Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to
the Company. The Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and belief
the information contained in this report is accurate and complete in all material respects and not misleading or deceptive
and there are no other matters the omission of which would make any statement herein or this report misleading.
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HIGHLIGHTS

2

The Group's revenue for the nine months ended 31 December
2016 increased by approximately 28.6% to approximately
HK$344.9 million (2015: approximately HK$268.3 million).

Loss attributable to owners of the Company for the nine
months ended 31 December 2016 increased by approximately
27.3% to approximately HK$63.3 million (2015:
approximately HK$49.7 million).

Basic loss per share for the nine months ended 31 December
2016 was approximately HK1.56 cents (2015: approximately

HK1.28 cents).

The Board does not recommend the payment of any dividend
for the nine months ended 31 December 2016.
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The board of Directors (the “Board”) is pleased to announce the
unaudited condensed consolidated results of the Company and
its subsidiaries (collectively, the “Group”) for the three months
and nine months ended 31 December 2016, together with the
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unaudited comparative figures for the corresponding periods in

2015, as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME (UNAUDITED)

For the three months and nine months ended 31 December 2016

1A

Nine months ended
31 December

M & R S THER (KT
BE—F st A=t i =EARA

Three months ended
31 December

BE+t-A=1-H BE+t-A=t-H
IEAEA IE=f@A
2016 2015 2016 2015
“E2-RE¥ —ZT-h%F ZE-RF —T-0F
Notes HK$'000 HK$'000 HKS$'000 HK$000
r3 FET FETT FET FET
Revenue W= 3 344,913 268,256 119,520 102,366
Cost of services R A (346,468) (260,261) (123,836) (98,736)
Gross (loss)/profit £(8)/# (1,555) 7,995 (4,316) 3,630
Other income H At A 4 986 823 26 75
Other gains and losses Hitn iz R EE 5 2,969 2,621 1,007 759
Amortisation expenses BERY (15,201) (17,604) (5,071) (5,722)
Selling and distribution expenses HERAHAT (426) (101) (80) (49)
Administrative expenses A% (21,231) (24,369) (8,426) (8,294)
Changes in fair value of financial assets BEBEFHRATEAEZ
at fair value through profit or loss TREEZATEE (5,257) (200) (3.753) (300)
Loss from operations HEEE 7 (39,715) (30,835) (20,613) (9,901)
Finance costs AR (27,408) (25,405) (9.389) (8,910)
Loss before income tax BR RSB A8 (67,123) (56,240) (30,002) (18,811)
Income tax s 8 3,860 6,525 2,015 2,567
Loss for the period attributable to N/NGIE =N
the owners of the Company BB (63,263) (49,715) (27,987) (16,244)
Other comprehensive loss: Hi2AEEE:
ltems that may be classified HignpBERR
subsequently to profit or loss: ZHA
Exchange differences on translating MBI ETB L
foreign operations & =5 (1,787) (1,500) (987) (527)
Other comprehensive loss for the period Hi R E it 2 E 518 (1,787) (1,500) (987) (527)
Total comprehensive loss for the period  #A/A 2 T 518 4858 (65,050) (51,215) (28,974) (16,771)
Loss for the period attributable to ARAEBAEGEHR
owners of the Company R (63,263) (49,715) (27,987) (16,244)
Total comprehensive loss for the period A7 A% & A FE/EHIA
attributable to owners of the Company 2 EE1E 258 (65,050) (51,215) (28,974) (16,771)
Loss per share attributable to owners AR #EE A JE(S
of the Company BkER 10
— Basic (HK cent(s)) —ER(GE) (1.56) (1.28) (0.69) (0.40)
- Diluted (HK cent(s)) —858 FN) (1.56) (1.28) (0.69) (0.40)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

HHGEEREHR (REEX)

For the nine months ended 31 December 2016 #Z —ZF—~NF+=-HA=+—HIi 1A

Asat 1 April 2016
Loss for the period
Other comprehensive loss for the period:
ltems that may be classified subsequently
to profit or loss:
Exchange differences on translating
foreign operations

Total comprehensive loss for the period

As at 31 December 2016 (unaudited)

Asat 1 April 2015
Loss for the period
Other comprehensive loss for the period:
Items that may be classified subsequently
to profit or loss:
Exchange differences on translating
foreign operations

Total comprehensive loss for the period

Issue of shares pursuant to placing

Transactions costs attributable to issue of
ordinary shares pursuant to placing

Issue of shares pursuant to conversion of
convertible notes

Capital contribution from a shareholder

As at 31 December 2015 (unaudited)

RZE-~$¥MA-A
HAER
HAEH2EEE:

Bk s EZER2ER:

BESNRBIERZR

HR2EERAR

RoB-AE=A=1-8
(KEEH)

RZE-REMA-H
BAEE
BAEH2EES
EENAREERER:

BERNFBERER

HREERBES

BREEEETRG
RERERTEBREHERHHA

RERATARE R TR
—ERRIE

RZZ-RF+=A=t-A
(REEH)

Convertible Foreign

notes currency
Share Share equity translation Capital Other  Accumulated Total
capital premium reserves reserves reserves reserves losses equity

TRREE

BR& REEE Biff SNBRERE EXRE Rttt RitER AR
HKS'000 HKS 000 HKS 000 HKS$ 000 HKS 000 HK$000 HKS 000 HKS 000
FET FET TET FET FET FET FET FET
4,055 1,238,195 62,631 (1,235) 2,758 9868  (1,311,641) 4,631
- - - - - - (63,263) (63,263)
- - - (1,787) - = o (1,787)
- - - (1,787) - - (63,263) (65,050)
4,055 1,238,195 62,631 (3,022) 2,758 9868  (1,374,904) (60,419)
3,693 1,155,013 67,505 153 - 9,868 (1,265,198) (28,966)
- - - - - - (49,715) (49,715)
- - - (1,500) - - - (1,500)
= = = (1,500) = = (49,715) (51,215)
260 64,740 - - - - - 65,000
— (1,655) - - - - - (1,655)
102 20,097 (4,874) - - - 15,325
- - - - 2,758 - - 2,758
4,055 1,238,195 62,631 (1,347) 2,758 9868  (1,314913) 1,247
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEECEHASSHBHRRME

For the nine months ended 31 December 2016 &2 —F—NF+ -H=+—HI 1A

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands
on 15 March 2010 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961
as consolidated and revised) of the Cayman Islands. The
registered office and principal place of business of the
Company are located at the offices of Cricket Square, Hutchins
Drive, PO Box 2681, Grand Cayman, KY1-1111, Cayman
Islands and suites 2708-10, 27/F., Dah Sing Financial Centre,
108 Gloucester Road, Wanchai, Hong Kong respectively.

The Company's ordinary shares (the “Share(s)”) were listed
on GEM of the Stock Exchange on 30 August 2010 by way of
placing.

The principal activity of the Company is investment holding.
The subsidiaries are engaged in the provision of waterworks
engineering services for the public sector in Hong Kong,
television broadcasting business in the Asia-Pacific region
(excluding the People’s Republic of China (the “PRC")) in
return for advertising and related revenue and large outdoor
display screen advertisement business in the PRC.

BASIS OF PRESENTATION AND PRINCIPAL
ACCOUNTING POLICIES

The unaudited condensed consolidated third quarterly
financial statements for the nine months ended 31 December
2016 (the “Quarterly Financial Statements”) have been
prepared to comply with the disclosure requirements of the
GEM Listing Rules.
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BASIS OF PRESENTATION AND PRINCIPAL
ACCOUNTING POLICIES (Continued)

The accounting policies and method of the computation used
in the preparation of the Quarterly Financial Statements are
consistent with those used in the annual report for the year
ended 31 March 2016. The Group has adopted new or revised
standards, amendments to standards and interpretation
of Hong Kong Financial Reporting Standards (“HKFRSs")
which are effective for accounting periods commencing on
or after 1 April 2016. The adoption of such new or revised
standards, amendments to standard and interpretation does
not have material impact on the Quarterly Financial Statements
and does not result in substantial changes to the Group's
accounting policies.

The Quarterly Financial Statements have been prepared under
the historical cost convention except for certain financial
instruments that are measured at fair values at the end of
each reporting period and are presented in Hong Kong
dollars (“HK$"), which is also the functional currency of the
Company.

REVENUE

Revenue recognised during the three months and nine months
ended 31 December 2016 and 2015 were as follows:

EHEERFTESTBER (£)

MAFEV B MRAAZ ST ER MR
HTAEBE T -RFZA=t+—HIF
BZEERERRANE —B-AKEDK
AR T RNFHA-BRX2ERABZE
ATER AR 2 BAEM B REEL ([FEM
BEELER ) 2 #aT G ERT R £ R
ERT Mt - TRRGZ A R] B RT R -
ERNER] M BN & YT M mRERK
EXFE BTESAKEZ T REN
HEREE-

FENBERRIBBEELRAEN R
WS T2 ITEARSREHR 2 R FER
E WANRAARENEEE 28T ([E
ADELTIE

iz

BE_Z—RER_ZE—HF+=A
=t+—BIE=@A N8 A Rz Wz a0
T

BEIR
BEMRA

Construction works
Advertising income
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Nine months ended
31 December

Three months ended
31 December

BEZ+-A=t-H BET-HA=1t—H
ER@EA E=f@A

2016 2015 2016 2015
ZE-RE | Z2-81E | ZE-RF | ZT—1F
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REER) | (REBER) | (REER) | (REER)
HKS$000 HK$000 HKS$000 HK$000
FET FET FET FET
334,668 262,121 115,750 100,317
10,245 6,135 3,770 2,049
344,913 268,256 119,520 102,366




4. OTHER INCOME 4, HA

Other income recognised during the three months and nine HE-_ZT—"EFEK=F—HF+=ZH
months ended 31 December 2016 and 2015 were as follows: =+—BIE=EA & NEAER <z E Ml
AT
Nine months ended Three months ended
31 December 31 December
BEZEt-A=t—H HE+ZA=1t—-H
IER@A E=A
2016 2015 2016 2015
ZE-RE | ZE1F | ZB-RE | Z2—hF
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(RRER) | (REEZ) | (RBBR) | (REERZ)
HKS$'000 HK$ 000 HKS$000 HK$000
FET FAET FET FET
Interest income FLEUA 310 278 26 18
Sundry income HIEBA 676 545 - 57
986 823 26 75
5. OTHER GAINS AND LOSSES 5. Hihlhs=REE
Other gains and losses recognised during the three months BHE_ZT—R"FERZZE—HF+=ZH
and nine months ended 31 December 2016 and 2015 were as =t+—HIE=@ARAE A ERZ EAU
follows: =& EEIT
Nine months ended Three months ended
31 December 31 December
BZ+t-H=1—-H BET-HA=1—H
EhEA E=@A
2016 2015 2016 2015

Ze-AF | ST-EE | S¥-AF | ST-5F
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REER) | (REsER) | (REER) | (REERZ)

HKS$'000 HK$ 000 HKS$000 HK$000

FEn FHETT FET FET

Exchange gain, net B 5 W o 5 1,835 1,437 1,007 558
Net gains on disposal of property, HENE BE LG

plant and equipment W 1,134 1,184 = 201

2,969 2,621 1,007 759

FEFESRERERAT £ =FERE 2016/2017 7
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SEGMENT INFORMATION

Information reported to the executive Directors, being the
chief operating decision maker, for the purposes of resource
allocation and assessment of segment performance focuses on
types of goods or services delivered or provided are:

(i)  Provision of waterworks engineering services — Provision
of waterworks engineering services, road works, drainage
services and site formation works for public sector in
Hong Kong;

(i) Television broadcasting business — the business of
broadcasting television programmes on television
channels operated by television broadcasting companies
in the Asia-Pacific region (excluding the PRC) in return for
advertising and related revenue; and

(iii) Large outdoor display screen advertisement business —
the business of broadcasting advertisements on the large
outdoor display screens in the PRC.

Each of these operating segments is managed separately

as each of the products and service lines requires different
resources as well as marketing approaches.

CNC HOLDINGS LIMITED THIRD QUARTERLY REPORT 2016/2017
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SEGMENT INFORMATION (Continued)

Segment revenue and results

The following is an analysis of the Group's revenue and result
by reportable segment.

For the nine months ended 31 December 2016

6. DHWER (&)

2 WU R R AE

AEBIZAIZ/ROBEID 2 REREED
G N

BE-F-AF+-ZA=+—BIEIEA

Provision of Large outdoor

waterworks Television  display screen

engineering  broadcasting  advertisement
services business business Total

ABE S

RAEtkK BHRER BERR
IER% 5% BEXEK st

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER)

HK$'000 HK$'000 HK$'000 HKS'000

FET FET FET FET

Revenue from external customers REINDE P 2 Wiz 334,668 10,212 33 344,913
Other income and gains LN & 676 - 2,368 3,044
Reportable segment revenue A2H2 Bk 335,344 10,212 2,401 347,957
Reportable segment results 2RI BEE (9,476) (14,017) (2,053) (25,546)
Unallocated corporate income AAOEEERA 310
Unallocated corporate expenses AOBEERT (14,479)
Finance costs BEMAR (27,408)
Loss before income tax RSB A0 &R (67,123)

PEFESHRERERLT F=FEHE 2016/2017 9
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SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

For the nine months ended 31 December 2015

DEER (&)

DE M E R RE (F)

BE_T-AFT_A=t—HILh@EA

Provision of Large outdoor

waterworks Television  display screen

engineering broadcasting  advertisement
services business business Elimination Total

ARIEAN

R BREN BTR
TERH% *7% BEEK e Bt
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RiEER) (REER) (REER) (REE) (REER)
HKS$'000 HK$ 000 HK$'000 HK$'000 HK$'000
FHET FET FHET FET FET
Revenue from external customers KRB 2 Yz 262,121 5,003 1,132 = 268,256
Inter-segment sales AEEHE - 1,664 - (1,664) =
Other income and gains HEi WA Rz 1,327 3 1,562 - 2,892
Reportable segment revenue A2KS Bz 263,448 6,670 2,694 (1,664) 271,148
Reportable segment results A2RAMEE 2,589 (18,762) (1,661) (17,834)
Unallocated corporate income AAMEEKRA 476
Unallocated corporate expenses ROBEERR (13,477)
Finance costs BEKAK (25,405)
Loss before income tax BT BB AT B (56,240)

Segment revenue reported above represents revenue
generated from external customers. There were no inter-
segment sales for the nine months ended 31 December 2016.

Segment profit/(loss) represents the profit earned/loss incurred
by each segment without allocation of central administration
costs, interest income, finance costs, changes in fair value
of financial assets at fair value through profit or loss and
income tax. This is the measure reported to the chief operating
decision maker for the purpose of resource allocation and
assessment of segment performance.
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7.

LOSS FROM OPERATIONS

Loss from operations is arrived at after charging the following:

7. EEEFE

EEBRIDEHIBRATSRRAESH

Nine months ended
31 December

Three months ended
31 December

BE+t-A=t-H BET-A=t-H
IEAfEA L=@A
2016 2015 2016 2015
ZE-XF | ZT-hF | ZB-KF | ZT-1F
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(RBER) | (REEZ) | (REER) | (REER)
HK$000 HKS$'000 HKS$'000 HK$'000
FET FET FET FET
Amortisation of intangible assets BV EE#H
(included in amortisation expenses) (B IER#EFR ) 13,800 16,545 4,617 5,535
Amortisation of film rights BERRERH
(included in amortisation expenses)  (EFERE R T H) 1,401 1,059 454 187
Depreciation of property, nE - BEREEINE
plant and equipment 13,780 13,468 4,843 4,599
INCOME TAX 8. FBH
The amount of income tax in the unaudited condensed AEEZERGEERENEMEEK SR

consolidated statement of profit or loss and other

comprehensive income represents:

Current tax — Hong Kong profits tax & Ei%i E - &8 H G5

— current period — N HfE
Current tax - PRC Enterprise ENRE-RERR
Income tax i
— current period —7RHIf
Current tax — Macau EHTE-RPIAG
Complementary Tax ERY
— over-provision in prior years - BAFERBRE
Deferred tax BN IE
- current period —RER
Income tax PG

Nine months ended
31 December

ZFTBHEREM T

Three months ended
31 December

BE+t-A=t-H BZ+=-A=t+-H
EN@EA E=@A

2016 2015 2016 2015
ZE-RE | ZT-0F | ZB-RE | ZT-1F
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REER) | (REBER) | (REER) | (REERZ)
HKS$'000 HK$'000 HKS$'000 HK$ 000
FET FET FET FET
193 417 (443) -
954 - 269 -
_ (34) _ _
(5,007) (6,908) (1,841) (2,567)
(3,860) (6,525) (2,015) (2,567)

FEFESRERERAT £ =FERE 2016/2017 11
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INCOME TAX (Continued)

Hong Kong profits tax is calculated at 16.5% (2015: 16.5%)
on the estimated assessable profits arising in Hong Kong
during each of three months and nine months ended 31
December 2016 and 2015.

Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands (“BVI”), the Company and its
subsidiaries incorporated in the BVI are not subject to any
income tax in the Cayman Islands and the BVI respectively.

No provision for Macau Complementary Tax has been made as
the subsidiary incorporated in Macau has no assessable profit
arising in Macau during each of three months and nine months
ended 31 December 2016 and 2015.

The provision for PRC Enterprise Income tax is calculated on
the estimated assessable profits of the subsidiary incorporated
in the PRC at 15% for each of three months and nine months
ended 31 December 2016. No provision for PRC Enterprise
Income tax has been made as the subsidiary incorporated in
the PRC has no assessable profits arising in the PRC during
each of three months and nine months ended 31 December
2015.

DIVIDENDS
The Board does not recommend the payment of any dividend

for each of the three months and nine months ended 31
December 2016 respectively (2015: Nil).
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10. LOSS PER SHARE ATTRIBUTABLE TO OWNERS OF

THE COMPANY

The calculations of basic loss per Share for the three months
and nine months ended 31 December 2016 are based on the
unaudited consolidated loss of approximately HK$27,987,000
and approximately HK$63,263,000 attributable to owners
of the Company for each of the three months and nine
months ended 31 December 2016 respectively (unaudited
consolidated loss for the three months and nine months
ended 31 December 2015: approximately HK$16,244,000
and approximately HK$49,715,000 respectively) and the
weighted average number of 4,055,349,947 Shares and
4,055,349,947 Shares in issue for the three months and nine
months ended 31 December 2016 (weighted average number
of Shares in issue for the three months and nine months ended
31 December 2015: 4,055,349,947 and 3,884,477,962
respectively) as if they had been in issue throughout the
periods.

The diluted loss per Share for the three months and nine
months ended 31 December 2016 and 2015 are not
presented as the potential ordinary Shares had an anti-dilutive
effect on the basic loss per Share for the periods.
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11.

12.

14

SHARE CAPITAL

Authorised:

As at 1 April 2016 (Audited) and
31 December 2016 (Unaudited)

Issued and fully paid:

As at 1 April 2016 (Audited) and
31 December 2016 (Unaudited)

COMPARATIVE FINANCIAL INFORMATION

Certain comparative figures have been restated to conform
with current period’s presentation.
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Number of Nominal
Shares value

BRHEE H{E
HK$000

FET

500,000,000,000 500,000
4,055,349,947 4,055
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MANAGEMENT DISCUSSION AND ANALYSIS
EHE R RS

BUSINESS REVIEW

The Group is principally engaged in the provision of waterworks
engineering services for the public sector in Hong Kong, television
broadcasting business in the Asia-Pacific region (excluding the
PRC) in return for advertising and related revenue and large
outdoor display screen advertisement business in the PRC. During
the nine months ended 31 December 2016 (the “Period”), the
Group continued to focus on rendering waterworks engineering
services to the public sector in Hong Kong and develop its
television broadcasting business and large outdoor display screen
advertisement business.

Provision of waterworks engineering services

During the Period, the Group has been undertaking three main
contracts and eight subcontracts. Among the eleven contracts, four
are related to provision of waterworks engineering services and
the remaining is related to provision of drainage services and site
formation services. Details of the contracts undertaken are set out
below:

Contract number

BRI BHFEE

Main contracts 8/WSD/11
FEH
8/WSD/11
3/WSD/13
3/WSD/13

DC/2013/09

Extension

AAARKIKEZEZTRE

Mainlying near She Shan Tsuen, Tai Po
AR LK EBRIRE
Advance Works for Shek Wu Hui Sewage Treatment Works —

e 3C1)

AEBE TR AEBREBFIRERE TIZRE
REEKE (T EETE)HETTERER R AR
FEE KRR IA M BET AR PSR
TREEEB -BHE_T—RFT-A=1—
BIEAEA ([AHFE])  AEBESEZENE
FREARNERFIREKTE TIERS  LHERE
ERBMES MR PIMNERF RS ET5

RHABEIRRE

RABEA NEE-—HET=HETAH R/
EABRAK T —HBAEKP AP mEaEH
KIS TI2ARTS A RE - E R A KO RIEREZ R AR
BRI BFPEREGH ARG NZFBTH
(p N

Particulars of contract

Construction of Pak Shek Kok Fresh Water Service Reservoir

Further Expansion Phase 1A and Sewerage Works at Ping

Che Road
ARYE)S K BE E RR AT B T2 —

DC/2013/09

E—SREFRAS LIV EKRSKETLR
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Contract number

BRES

Subcontracts 8/WSD/10
DBEEH

8/WSD/10

DC/2012/04

DC/2012/04
DC/2012/07

DC/2012/07
DC/2012/08

DC/2012/08
5/WSD/13

5/WSD/13

CV/2015/03

CV/2015/03

810B

810B

Q044763

Q044763

Particulars of contract

BRFHE

Replacement and rehabilitation of water mains, stage 4 phase 1
—mains in Tuen Mun, Yuen Long, North District and Tai Po

BHRREEKRE TIERAERFE1H -
9 TBA - JER R RIHKE TR

Sewerage in Kau Lung Hang San Wai, Kau Lung Hang Lo Wai
and Tai Hang
BULATE - NN EZEEREZ KK ERS

Lam Tsuen Valley Sewerage — village sewage, stage 2,
phase 1

PRI AT K I ER Z 8 — B 2F& B 581 8

Lam Tsuen Valley Sewerage — village sewage, stage 2,
phase 2

RIS AT K I ER Z 8 — 582 BR 55 2 8

Replacement and rehabilitation of water mains, stage 4 phase
1 and stage 4 phase 2 — mains in Northern and Eastern New
Territories

BHRREEKETIRFAERF IR BARERFE2H —
AL B R R AR E T2

Site formation and infrastructural works near Tong Hang Road
and Tse Tin Road in Area 54, Tuen Mun

AP PI540R B T IR MR AR AR T B
iR T2

West Kowloon Terminus Station South, Contract 810B

PB4 YL (F) - 5 4J810B

Elevated Road along Lohas Park Road and the pedestrian

footbridge FB1
R B 2 @R AT ARG FBI

Among the above eleven contracts, a subcontract (contract R Eii+—BEKF BE—EBDBAEH (LR
numbered Q047763) was newly awarded during the Period. 55Q047763) Ty AN EARI T #% T o
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Television broadcasting business

Except for the broadcasting of television programmes in China
Xinhua News Network Channel and China Xinhua News Network
World Channel (collectively the “CNC Channels”) in different
locations in the Asia-Pacific region (excluding the PRC), the
Group aims to expand the Group’s market presence into the PRC.
During the Period, the Group entered into a strategic cooperation
agreement with Guangxi Television* ([ EFEE R & ) so as to jointly
boost up a comprehensive business development of television
broadcasting business, including broadening broadcasting
coverage of the Group's television features in the PRC market
through channel of Guangxi Television and enrichment of contents
of the CNC Channels. Also, the Group entered into a strategic
cooperation agreement with Tian Mai Ju Yuan (Beijing) Technology
Company Limited* (RIRER (AL R) B AR A A]) so as to
jointly develop television e-commerce business. The Group believed
that the recent strategic move will further facilitate collaboration
with potential business partners and increase the revenue of the
Group. In order to enhance the brand recognition and influence
of the Group in the local television media industry, the Group held
the 2016 “Bauhinia Award” Hospitable Hong Kong e Remarkable
Business Contribution presentation ceremony in August 2016,
which attracted great attention from various media and the
society and thus enhanced the brand recognition and influence
of the Group in the television media industry. In addition, the
Group published a book titled “The Recent Years of the HKSAR
Government”* ( (BHEERRBFELE) ) which is produced
by the Company as a series of reports about the government (the
"HKSAR Government”) of the Hong Kong Special Administrative
Region of the PRC and was available for sales at the major
bookstores during the Period. The Group believes that the recent
development can respond to the changing business environment
and meet the evolving interests of mass audience by these new
platforms.

ERBHEE

BAREKE (TEERE) 2 TR EER R
MEEEFINARTPRAFESREES (518
[CNCHBE] ) BRI B I REBEEEAR
%$Hﬁ%21@om$%ﬁm*$ﬁlﬁﬁﬁ
ER B RBE A E S Hﬁﬁ%ﬁﬁ%
(¥B s rEEBER %ﬁLFﬁ A=)

%%Kﬁ%sZ%ﬁE%ﬁLm$lm%zg
ERAREECNCHENDR © I - ALK B EHXAR
BR (b)) B AR AR LR A 1B
NHRAZRRERENEF AKEHBELHAR
BEMEE G — S ERBEEBBHEZEE
RENAEEZ WA - BILAAEB LA E
RIBBITEZRBABRERFE N AEER
—E—XFEN\AEH2016 KA FEZEBe
TEGLEERMBREN . Ho|BZREB R
SRR EiME— PIEAAEERER
REBITEC MBERFE T - 1IN REE LR
BOIZHARABEL R 2B @R EE B
THREERRN ([E8FEBT]) 2 KB R7|HKiE
EE(BFAFRBNEAT) ERABREAAR
BEREELREE- $§lmﬁﬁ%¥ET$

HIF B2 EBHRBERBRELEH TR
ETNE b2 RRIFIT -
FEFESRERERAT £ =FERE 2016/2017 {172



Large outdoor display screen advertisement business

During the Period, the development pace of large outdoor display
screen advertisement business is stagnant. In face of the current
difficult operating environment in the PRC, the Group will continue
to make efforts to broaden its customer base, strengthen cost and
quality control and enhance marketing and promotion activities
to further uplift the image and competitiveness of this business
segment. Going forward, the Group will continue to be watchful
of market developments and capture any opportunities to further
develop this business segment.

Going forward, the Group will continue to enhance its existing
operations while exploring the possibility of other business
opportunities with the aim to create long term value for the
shareholders of the Company.

FINANCIAL REVIEW

Revenue

For the Period, the Group reported revenue of approximately
HK$344.9 million (2015: approximately HK$268.3 million),
representing an increase of approximately 28.6% as compared
with that for the same period of the previous year. The revenue
derived from provision of waterworks engineering services and
television broadcasting business as well as large outdoor display
screen advertisement business constituted approximately 97.0%
and 3.0% of the Group's total revenue respectively. The increase in
revenue was mainly due to increase in work from civil engineering
projects with contract number CV/2015/03 and 5/WSD/13. The
Group derived aggregate advertising revenue of approximately
HK$10.2 million (2015: approximately HK$6.1 million) from
television broadcasting business and large outdoor display screen
advertisement business.
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During the Period, the revenue of the Group was primarily
generated from the undertaking of waterworks contracts in the
capacity of a subcontractor. The subcontracting revenue amounted
to approximately HK$184.6 million (2015: approximately HK$178.8
million), representing approximately 53.5% (2015: approximately
66.6%) of the total revenue for the Period. On the other hand, the
aggregate revenue generated from the undertaking of waterworks
contracts in the capacity of a main contractor and jointly controlled
operator amounted to approximately HK$150.1 million (2015:
approximately HK$83.4 million), representing approximately
43.5% (2015: approximately 31.1%) of the total revenue for the
Period.

Cost of services

The Group's cost of services for the Period increased by
approximately 33.1% to approximately HK$346.5 million for the
Period (2015: approximately HK$260.2 million) as compared with
that for the same period of the previous year. The Group’s cost
of services mainly includes costs of construction services, costs
of television broadcasting business and direct costs attributable
to large outdoor display screen advertisement business. Costs
of construction services mainly comprise raw materials, direct
labour and subcontracting fee for services provided by the
subcontractors. Costs of television broadcasting business mainly
comprise transmission costs and broadcasting fee. Transmission
costs comprise satellite transmission fee and carriage fee payable
to satellite operators while broadcasting fee comprises annual
fee payable to media broadcasting providers and China Xinhua
News Network Co., Limited (“China Xinhua NNC”). Direct costs
attributable to large outdoor display screen advertisement business
mainly comprise depreciation charges of LED display screens.

RABEA AEBUEEZEREUADEHE
BNEABEZKEIREN - 2BKEAL
184,600,000/ 7t ( —Z— T 4 : #9178,800,000
BIT) A BRERRELS35% (ZF—H
F:4966.6% ) B —HHE AFAFER KT
EiEHEERmFNEEKEIEGOERSD
150,100,000/8 7T ( —Z — F £ : 983,400,000
BIT) 2 RS (AN BRI AR 25 4943.5% (=
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AR A A
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33.1% % #9346,500,0008 T (ZE—HF : &
260,200,000 7T ) - NEB 2 RIEKAEE R
FERERBHA BRBREBKARNARKRE
PONBTRRESEBEM ZEERA - BER
BRAZTEZEBERME BEESITESBEEE
HBEE O BER ERBEREBKNEAETER
REXNARBEHRER BXXABEGES
XEARENBECERNZ2BRHER  MEK
ERABEREN T HEEE R ER & BIEE
SEHERBEERAR ([RREAFEFEERA])
LEB RAPIBERRESEREL CERE
KAFEBIEEDBETRREZITEER -

PEFESHRERERLT F=FEHE 2016/2017 19



Gross loss

The gross loss of the Group for the Period amounted to
approximately HK$1.6 million (2015: gross profit of approximately
HK$8.0 million). The gross loss margin of the Group was
approximately 0.5% (2015: gross profit margin of approximately
3.0%) for the Period. The change from gross profit to gross loss was
largely due to large portion of revenue and gross profit derived from
certain projects recognised at the early stage in the prior years.

Other income

The Group's other income for the Period increased by
approximately 19.8% to approximately HK$1.0 million (2015:
approximately HK$0.8 million) as compared with that for the same
period of the previous year. The increase in other income was mainly
due to the written-back of certain retention payables of provision of
waterworks engineering business for the Period.

Other gains and losses

The Group’s other gains and losses for the Period increased by
approximately 13.3% to approximately HK$3.0 million (2015:
approximately HK$2.6 million) as compared with that for the same
period of the previous year. Other gains and losses mainly consisted
of net exchange gains and net gains on disposal of property, plant
and equipment for the Period.

Amortisation expenses

The Group’s amortisation expenses for the Period decreased by
approximately 13.7% to approximately HK$15.2 million (2015:
approximately HK$17.6 million) as compared with that for the
same period of the previous year. The amortisation expenses mainly
consisted of amortisation of television broadcasting right and film
rights for the television broadcasting business.
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Selling and distribution expenses

The Group’s selling and distribution expenses for the Period
amounted to approximately HK$0.4 million (2015: approximately
HK$0.1 million). The selling and distribution expenses mainly
consisted of advertising expenses for the television broadcasting
business.

Administrative expenses

The Group’s administrative expenses for the Period decreased by
approximately 12.9% to approximately HK$21.2 million (2015:
approximately HK$24.4 million) as compared with that for the
same period of the previous year. The administrative expenses
mainly consisted of legal and professional fees, staff costs (including
Directors’ remuneration), depreciation expenses and rental
expenses. The decrease in administrative expenses was mainly due
to reduction of rental expenses of headquarter office.

Finance costs

The Group's finance costs for the Period increased by approximately
7.9% to approximately HK$27.4 million (2015: approximately
HK$25.4 million) as compared with that for the same period of the
previous year. The finance costs mainly consist of interest expenses
for the promissory note and convertible notes.

Net Loss

The net loss attributable to owners of the Company for the Period
increased by approximately 27.3% to approximately HK$63.3
million (2015: approximately HK$49.7 million) as compared with
that for the same period of the previous year. The increase in net
loss was mainly resulted from decrease in gross profit margin and
increase in fair value loss in financial assets at fair values through
profit or loss for the Period.

Loss per Share

The basic loss per Share for the Period was approximately HK1.56
cents (2015: approximately HK1.28 cents).
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PROSPECTS

During the Period, the Group’s provision of waterworks engineering
services remains the major revenue contributor to Group. The
Group will seek to maintain steady development for provision of
waterworks engineering services business, and at the same time,
drive growth in both revenue and profit in other core businesses.
The Group will strive to maximise the synergistic effect between
different business segments through integration of sale channels
of various business segments in different markets. The Group will
continue to strive to expand our scale of business and to strengthen
our market position in different business segments.

Provision of waterworks engineering services

While the outlook for the construction industry in Hong Kong
looks promising in the long run, the Group still anticipates several
challenges that are unlikely to dissipate for this business segment in
the near future. They include continuous rising labour wages and
cost of construction materials, shortage of skilled labour as well as
other external factors. Rising costs and intense competitions among
contractors may cause depletion of profits in some cases.

The Group believed that leveraging on business strengths and
competitive advantages, including further expanding the Group's
service scope by application for additional licences, permits or
qualifications and experienced and dedicated management team,
continued to enable the Group to grow continuously. During the
Period, the Group has successfully obtained a new subcontract
of Elevated Road along Lohas Park Road and the pedestrian
footbridge FB1 (contract numbered Q044763) with contract sum
of approximately HK$116 million. The Group is still optimistic to
maintain steady growth and scale of operation due to its long
established reputation and proven ability.
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Television broadcasting business

The increasingly vigorous competition with peers triggered the
Group to streamline and adjust the business and operational
models in order to maintain our presence in the recent deteriorating
media market. With recent development of internet and mobile
web, as well as new channels and platforms emerging rapidly,
the digital marketing is full of possibilities and opportunities and
the Group will continue to review our business and adjust its
operational models to adapt to the emerging and ever-changing
demand. During the Period, the Group has speeded up the
development of television broadcasting business by investing in
the television e-commerce business which is a new and emerging
mode of this segment development. The Group established certain
cooperation partnerships with different partners in the PRC so as
to jointly develop the television e-commerce business and sales of
products on the new platforms. The Group is confident that the
new initiatives will steer the Group in the right direction, strengthen
the future business development and improve its long-term
prospects.

Large outdoor display screen advertisement business

As the current market environment in PRC is still associated with
uncertainties, the Group believed that the operating environment
will continue to be challenging in this business segment. The Group
will continue to exercise a cautious approach in seeking business
development. Currently, the Group will seek co-operation from
different parties, including but not limited to commercial real
estate developers, PRC government authorities and other potential
partners in order to speed up the development of this business
segment. The Group will closely monitor the progress of the
business operation and be determined to take necessary actions.

Looking forward, the Group's core businesses are facing challenges
with opportunities ahead. The Group will review the existing
business portfolio from time to time and explore new potential
business opportunities in order to provide new and sustainable
drivers for the overall performance. In addition, the Group will keep
exploring opportunities in other new business areas and expand
through strategic acquisition or alliance with the aim of delivering
sustainable long-term value for the shareholders of the Company.
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Apart from reinforcing its existing businesses, the Group will
continue to place its efforts searching for suitable investment
opportunities which strategically fit into its diversification moves
and generate a steady source of income. On 2 February 2016,
the Group entered into a sale and purchase agreement with
independent third parties pursuant to which the Group will
acquire the entire issued share capital of Shenzhen City Century
A L2 LB E B R A A
at a consideration of HK$600 million. The primary business of

Culture Creative Limited* (J&

Shenzhen City Century Culture Creative Limited and its subsidiary
(collectively the “Target Group”) is the operation and management
of Shenzhen City Culture Creative Park* (GRIITH XL AIZE) in
return for rental income including management fee. Further details
of the proposed acquisition were set out in the announcements
dated 3 June 2016, 27 June 2016, 20 July 2016, 15 September
2016, 20 October 2016, 14 November 2016, 28 December 2016
and 5 February 2017 and the circular dated 28 October 2016
respectively. The Directors consider that the acquisition represents
a valuable business opportunity for the Group to invest in the
cultural-related industry and will broaden the Group’s income
and asset base. In particular, the Board believes that the existing
television broadcasting business of the Group and the cultural
related business of the Target Group will complement with each
other and there will be synergies between them.

DIVIDENDS

The Board does not recommend the payment of any dividend for
the Period.

SHARE OPTION SCHEME
The share option scheme of the Company was adopted and
approved by the shareholders of the Company on 11 August 2010.

No share options have been granted pursuant to the share option
scheme during the Period.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES OR DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2016, the interests and short positions of
the Directors and chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Cap. 571, Laws of Hong Kong) (“SFO")) which
have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions in which they are taken or deemed to
have under such provisions of the SFO); or which were required,
pursuant to Section 352 of the SFO, to be entered in the register
referred to therein; or which were required to be notified to
the Company and the Stock Exchange pursuant to the required
standard of dealings by Directors as referred to in Rule 5.46 of the
GEM Listing Rules, were as follows:
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Long position in the Shares: RRGOZHER:
Percentage of
aggregate interests
Number of to total issued
Name Capacity/Nature of interest Shares held share capital
BRERBEEH
ERITRAN
i Bt/ ERME FiRRAHE B
Mr. Kan Kwok Cheung (“Mr. Kan") (Note) Interest in controlled corporation 69,000,000 1.70%
RER S ([ExE]) (M) REZHEEE R
Mr. Chia Kar Hin, Eric John (“Mr. Chia") Beneficial owner 14,600,000 0.36%
ME i ([HEE]) EREAA

Note:  Mr. Kan is the sole beneficial owner of Shunleetat (BVI) Limited
(“Shunleetat”), which was interested in 69,000,000 Shares. Under
the SFO, Mr. Kan is deemed to be interested in all the Shares held by

Shunleetat.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES OR DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS (Continued)

Saved as disclosed above, as at 31 December 2016, none of the
Directors and chief executive of the Company had any other
interests or short positions in any Shares, underlying Shares and
debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such
provisions of the SFO); or which were required, pursuant to Section
352 of the SFO, to be entered in the register referred to therein; or
which were required to be notified to the Company and the Stock
Exchange pursuant to the required standard of dealings by Directors
as referred to in Rule 5.46 of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as was known to the Directors, as at 31 December 2016,
the following persons/entities (other than the Directors or chief
executive of the Company) had, or are deemed to have, interests
or short positions in the Shares, underlying Shares or debentures
of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
who/which were directly or indirectly interested in 5% or more of
the nominal value of any class of share capital carrying rights to
vote in all circumstances at general meetings of any member of the
Group or who/which were recorded in the register required to be
kept by the Company under Section 336 of the SFO with details as
follows:
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SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’

FTERRRHEMATRERARG REB

INTERESTS AND SHORT POSITIONS IN THE SHARES AND R HERRAE (&)

UNDERLYING SHARES OF THE COMPANY (Continued)

Long position in the Shares and underlying Shares:

REOREEARG ZFR :

Number of
underlying Shares under

Number of Shares held convertible notes (Note a)
TEREBEET 2
FrisRB#AE RERBHA (s
Percentage of
aggregate
Interest in Interest in interests to
Beneficial controlled Beneficial controlled Total total issued
Name owner corporation owner corporation interests share capital
BERE
REEH W2 2PEB7T
&8 BEEHAA EEzER BRERA EEZER ags RAzEat
China Xinhua NNC 1,188,621,377 - 1,311,378,623 a 2,500,000,000 61.65%
(Note b) (Note b)
MEFENEERE 1,188,621,377 - 1311,378,623 - 2,500,000,000 61.65%
(fiztb) (Fiith)
RENENEEREERAA - 1,188,621,377 - 131,378,623 2,500,000,000 61.65%
("CNC China") (Note b) (Note b)
HEHENEERABRAR - 1,188,621,377 - 1,311,378,623 2,500,000,000 61.65%
([REFETEERE (RE)]) (Hiith) (it h)

Notes: B it -

(@) Details of the convertible notes were set out in the circulars of the (a) FIMBREEMNFBHRARABHAZT——F

Company dated 19 November 2011 and 6 January 2015.

China Xinhua NNC is wholly and beneficially owned by CNC China. (b)
Accordingly, CNC China is deemed to be interested in the 1,188,621,377
Shares and 1,311,378,623 underlying Shares held by China Xinhua NNC

under the SFO.

T—ATNABER=Z—AF—ARXANBHA -

REMENEERAAPREFTENEERAE (F
B)2EREER AL BIEEFRBERK
Bl REFEFESER (PR ELEEEF
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SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY (Continued)

Saved as disclosed above, as at 31 December 2016, the Directors
were not aware of any other person/entity (other than the Directors
or chief executive as disclosed in the paragraph headed "Directors’
and chief executive’s interests and short positions in the Shares,
underlying Shares or debentures of the Company and its associated
corporations” above) who/which had, or is deemed to have,
interests or short positions in the Shares, underlying Shares or
debentures of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO or who/which were directly or indirectly interested in 5%
or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of any
member of the Group or who/which were recorded in the register
required to be kept by the Company under Section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in this report, none of the Directors and their
respective associates including spouses and children under 18 years
of age was granted by the Company or its subsidiaries any right to
acquire Shares or debentures of the Company or any other body
corporate, or had exercised any such right during the Period.

PURCHASE, SALE OR REDEMPTION OF THE SHARES

During the Period, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Shares.
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CONNECTED TRANSACTIONS

During the Period, the Group entered into following continuing
connected transactions:

Television Broadcasting Right Agreement

On 5 September 2011, Xinhua TV Asia-Pacific Operating Co.,
Limited (“Xinhua TV Asia-Pacific”) entered into a television
broadcasting right agreement (the “Television Broadcasting Right
Agreement”) with China Xinhua NNC, pursuant to which China
Xinhua NNC granted the television broadcasting right in respect
of broadcasting information contents from Xinhua News Agency
under the CNC Channels on television channels in the Asia-Pacific
region (excluding the PRC) to the Group for an annual fee of
HK$1.0 million prior to 31 December 2016 and HK$3.0 million
with effective from 1 January 2017. The Television Broadcasting
Right Agreement has a term of 120 months from 1 September
2011 to 31 August 2021. Since China Xinhua NNC is a substantial
shareholder of the Company, and therefore a connected person
of the Company within the meaning of the GEM Listing Rules, the
transactions contemplated under the Television Broadcasting Right
Agreement constitute continuing connected transactions for the
Company pursuant to Chapter 20 of the GEM Listing Rules.

Announcement Posting Agreement

On 3 May 2016 and 6 May 2015, the Company entered into
agreements (the “Announcement Posting Agreements”) with
Hong Kong Listco Limited (“HKLC"”) pursuant to which HKLC
will provide the Company with the service of dissemination of
announcements including hosting and posting of announcements,
press releases or other documents as required by the GEM Listing
Rules on the website(s) of the Group at a monthly service fee of
HK$750 for a term of one year commencing from 1 July 2016
and 1 July 2015 respectively. HKLC is a company incorporated in
Hong Kong and is wholly and beneficially owned by Mr. Chia. The
Company considers it more cost effective to engage a professional
firm to take up this report posting obligation after listing.
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GEM Listing Rules Implications

Pursuant to Rule 20.41 of the GEM Listing Rules, the transactions
contemplated under the Television Broadcasting Right Agreement
are subject to the applicable reporting, annual review and disclosure
requirements under Chapter 20 of the GEM Listing Rules. The
Company will comply with the applicable reporting, disclosure and
independent shareholders’ approval requirements, as the case may
be, under Chapter 20 of the GEM Listing Rules upon any variation
or renewal of the Television Broadcasting Right Agreement.

As the annual service fee payable under the Announcement Posting
Agreements referred to above is less than HK$1.0 million and none
of the percentage ratios, on an annual basis, equals or exceeds
5%, and the Announcement Posting Agreements were entered
into in the ordinary and usual course of business of the Group, the
transactions under the aforesaid agreements are exempt continuing
connected transactions of the Company pursuant to Rule 20.33(3)
(c) of the GEM Listing Rules, which are exempt from reporting,
annual review, announcement and independent shareholders’
approval requirements under Chapter 20 of the GEM Listing Rules.

Save as disclosed above, none of the Directors, controlling
shareholders and their respective associates has any other conflict
of interests with the Group during the Period.

CODE OF CONDUCT FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms which are the same as the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. The Company periodically issues notices to its
Directors reminding them of the general prohibition on dealing
in the Company’s listed securities during the blackout periods
before the publication of announcements of financial results. The
Company has confirmed, having made specific enquiry of the
Directors, that all the Directors have complied with the required
standards of dealings throughout the period under review. The
Company was not aware of any non-compliance in this respect
during the Period.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of
corporate governance to safeguard the interests of the shareholders
and enhance the performance of the Group. The Company has
applied the principles and code provisions in the Code on Corporate
Governance Practices (the “Code”) as set out in Appendix 15 to
the GEM Listing Rules. In the opinion of the Board, the Company
has complied with the Code during the Period, except paragraph
A.6.7 of the Code. This report further illustrates in detail as to how
the Code was applied, inclusive of the considered reasons for any
deviation throughout the Period.

Paragraph A.6.7 of the Code requires that independent non-
executive directors and non-executive directors shall attend general
meetings and develop a balanced understanding of the views of
shareholders. Two independent non-executive Directors, namely
The Hon. Ip Kwok Him, GBs, Jpand Mr. Wan Chi Keung, Aaron, 8BS,
JP did not attend the annual general meeting of the Company held
on 29 July 2016 due to overseas commitment and pre-arranged
business engagements. Other Board members, the chairmen of
the relevant Board committees and the external auditor of the
Company also attended the annual general meeting to inter-face
with, and answer questions from the Shareholders. An executive
Director, namely Mr. Zhang Hao, a non-executive Director, namely
Dr. Li Yong Sheng and an independent non-executive Director,
namely Mr. Jin Hai Tao did not attend the extraordinary general
meeting of the Company held on 14 November 2016 due to
overseas commitment and pre-arranged business engagements.
Other Board members, the chairmen of the relevant Board
committees and the external auditor of the Company also attended
the extraordinary general meeting to inter-face with, and answer
questions from the Shareholders.
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
was established on 11 August 2010 with terms of reference in
compliance with paragraph C.3.3 of the Code. The primary duties
of the Audit Committee include, among other things, reviewing
and supervising the financial reporting process and internal control
systems, as well as the overall risk management of the Group,
reviewing the financial statements and the quarterly, interim
and annual reports of the Group, and reviewing the terms of
engagement and scope of audit work of the external auditors.

As at 31 December 2016, the members of the Audit Committee
were Mr. Wong Chung Yip, Kenneth, Dr. Li Yong Sheng, The Hon.
Ip Kwok Him, GBs, Jp, Mr. Kwok Man Wai, SBs, IDs, /P, Mr. Wan Chi
Keung, Aaron, 88s, /P and Mr. Jin Hai Tao. Mr. Wong Chung Yip,
Kenneth was the chairman of the Audit Committee. The Audit
Committee had reviewed the unaudited condensed consolidated
results of the Group for the Period and is of the opinion that the
preparation of such results complied with the applicable accounting
standards and that adequate disclosures have been made.

*  For identification purpose only

By Order of the Board
CNC Holdings Limited
Li Yuet Tai
Company Secretary

Hong Kong, 9 February 2017

As at the date of this report, the Directors are Mr. Zhang Hao'
(Chairman), Mr. Zou Chen Dong’ (Vice Chairman and Chief
Executive Officer), Mr. Kan Kwok Cheung', Mr. Chia Kar Hin, Eric
John', Dr. Li Yong Sheng?, The Hon. lp Kwok Him, GBS, JP’, Mr. Kwok
Man Wai, SBs, Ips, JP, Mr. Wan Chi Keung, Aaron, BBS, JP, Mr. Jin
Hai Tao’ and Mr. Wong Chung Yip, Kennetf’.

U Executive Director
4 Non-executive Director
2 Independent non-executive Director
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