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CHARACTERISTICS OF THE GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE")

GEM has been positioned as a market designed to accommodate small and mid-sized 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.

Given that the companies listed on GEM are generally small and mid-sized companies, 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 “Directors”) 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 three months ended 30 June
2018 decreased by approximately 42.6% to approximately
HK$68.8 million (2017: approximately HK$119.7 million).

Loss attributable to the owners of the Company for the three
months ended 30 June 2018 increased by approximately
32.0% to approximately HK$16.8 million (2017:
approximately HK$12.7 million).

Basic loss per share for the three months ended 30 June 2018
was approximately HK0.41 cent (2017: approximately HKO0.31

cent).

The Board does not recommend the payment of any dividend
for the three months ended 30 June 2018.
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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 ended
30 June 2018, together with the unaudited comparative figures for
the corresponding period in 2017, as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT
OR LOSS AND OTHER COMPREHENSIVE INCOME
(UNAUDITED)

For the three months ended 30 June 2018

Revenue e

Cost of services AR 75 B AR

Gross profit EH

Other income E A

Other gains and losses Efhlham kB8

Amortisation expenses BHR S

Administrative expenses THAX

Changes in fair value of financial assets & i@ 18z X FEARKRZ
at fair value through profit or loss ERMEELAFEE

Loss from operations EEEE

Finance costs ELE- DN

Loss before income tax BRETISTIATE B

Income tax PRt

Loss for the period HNEE

Other comprehensive (loss)/income:  Hfb2mE (&), ks

ltems that may be classified HgrAioEEEmncIEE

subsequently to profit or loss:

Exchange differences on translating ~ #EIRINER 2 [E X EFE

foreign operations

Other comprehensive (loss)/income HANEME2E (BER),
for the period, net of income tax Wes MR AT RZ

Total comprehensive loss for the period 2R & &5 18 42 58

Loss for the period attributable to the A BB A E(HEAAE R

owners of the Company

Total comprehensive loss RAaEB AEGHR
for the period attributable to ZHEBEERE

the owners of the Company

Loss per share attributable to RAREB AELEERER

the owners of the Company
— Basic and diluted (HK cent) —ERKEE GEN)

522 ([EFg ) MASHARALREHBL
(B A&l Bz T \FRA=1
BIE=EA 2R AEEZHAREXEER_—F
—tFRPZREERLELRBEFOT

HHRGEEERAEMEZEKER (REE

%)

BE_FE-NNFNA=FHI=1EA

Three months ended 30 June
BZEXA=t+HL=EA

2018 2017
—E-N\E —E—+F
Notes HK$000 HK$'000
ok FET FET
4 68,752 119,700
(66,791) (106,214)
1,961 13,486
5 103 7
6 672 (152)
(4,757) (4,835)
(5,350) (14,142)
(3.348) 750
8 (10,719) (4,886)
(6,383) (9,967)
(17,102) (14,853)
9 330 2,147
(16,772) (12,706)
(728) 564
(728) 564
(17,500) (12,142)
(16,772) (12,706)
(17,500) (12,142)

11
(0.41) (0.31)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
BHGERnEHR (REHFZK)

For the three months ended 30 June 2018 #EZ_—ZF—NFNA=+HIF=1EH

Foreign
Convertible currency
Share Share Capital  notes equity translation Other  Accumulated Total
capital premium reserves reserves reserves reserves losses equity
TERRE
B& REGEE EAGfE BRRE MERERE HthitE 2itER s
HK$ 000 HKS'000 HK$ 000 HKS'000 HKS000 HK$'000 HKS000 HK$ 000
FET TET FET TET FET TET FEx TET
As at 1 April 2018 RZZ-\FWA-R
S 4055 1238195 2758 130 (116) 21862 (139935)  (131,296)
Loss for the period BREE - - - - - - (16,772) (16,772)
Other comprehensive loss for the period: BREMEEEE:
Items that may be lassified subsequentlyto ~ HE T ABEBEZER:
profit or loss:
Exchange differences on translating BEFNEBIERER
foreign operations - - - - (728) - - (728)
Total comprehensive loss for the period BAEZAFEEE - - - - (728) - (16,772) (17,500)
As at 30 June 2018 (unaudited) RZZ-NERAZHE (REER) 4055 1,238,195 2,758 1,304 (844) 21862 (1416126  (148,79%)
Asat 1 April 2017 RZF—+t£MmA-A 4,055 1,238,195 2,758 62,631 (3,074) 9,868 (1,416,168) (101,735)
Loss for the period HREER - - - - - - (12,706) (12,706)
Other comprehensive income for the period: ~ ERE M 2EHA :
Items that may be classified subsequentlyto ~ ERFHBEBEER:
profit or loss:
Exchange differences on translating RESNEBCERER
foreign operations - - - - 564 - - 564
Total comprehensive loss for the period HAZEBRLE - - = = 564 = (12,706) (12,142)
As at 30 June 2017 (unaudited) WZE—+EXA=1H (REER) 4,055 1,238,195 2,758 62,631 (2,510) 9,868 (1,428,874) (113,877)
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEECEHASSHBRRME

For the three months ended 30 June 2018 EZ—F—1FNA=+HIF=1EH

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 2708-2710, 27/F., Everbright 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 civil
engineering services for the public sector in Hong Kong and
television broadcasting business in the Asia-Pacific region
(excluding the People’s Republic of China (the “PRC")) in
return for advertising and related revenue.

BASIS OF PRESENTATION

(a) Statement of compliance

The unaudited condensed consolidated first quarterly
financial statements for the three months ended 30 June
2018 (the "Quarterly Financial Statements”) have been
prepared to comply with the disclosure requirements of
the GEM Listing Rules.

—REH
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Drive, PO Box 2681, Grand Cayman, KY1-
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BASIS OF PRESENTATION (Continued)

(b) Basis of preparation

(0

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 2018, except for
those related to new standards and interpretations
effective for the first time periods beginning on 1 April
2018 and expected to be reflected in the forthcoming
annual financial statements as disclosed below.

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.

Going Concern

In preparing the Quarterly Financial Statements, the
Directors have given careful consideration to the future
liquidity of the Group notwithstanding that:

e The Group has incurred an unaudited net loss of
approximately HK$16,772,000 during the three
months ended 30 June 2018 and, as of that date,
the Group had unaudited net current liabilities
and unaudited net liabilities of approximately
HK$235,191,000 and HK$148,796,000
respectively; and

e The Group had promissory note in the principal
amount of approximately HK$45,040,000 and
convertible notes in the principal amount of
approximately HK$257,030,000 which are due
within the next twelve months after 30 June 2018.

The Directors adopted the going concern basis in the
preparation of Quarterly Financial Statements and
implemented the following measures in order to improve
the working capital and liquidity and cash flow position of
the Group:
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2.

BASIS OF PRESENTATION (Continued)

() Going Concern (Continued)

(1) Financial support

China Xinhua News Network Co., Limited (“China
Xinhua NNC"), one of the major shareholders of
the Company and a convertible notes holder, has
confirmed to provide financial support to the Group
in a reasonable manner under relevant laws and
regulatory requirements, to maintain the going
concern of the Company. The financial support
only refers to allow the Company to extend the
repayment for the liabilities due to China Xinhua
NNC to not earlier than 12 months commencing
from 30 June 2018, including (1) the convertible
notes in the principal amount of approximately
HK$257,030,000; (2) the interests payable on
the convertible notes amounted to approximately
HK$37,594,000 as of 30 June 2018; and (3) the
liabilities due to China Xinhua NNC of approximately
HK$15,080,000 as of 30 June 2018 in respect of
annual fee for television broadcasting right, carriage
fee payment and satellite transmission fee, if the
repayment would cause the Company to be unable
to settle its liabilities due to other parties when they
fall due.

(2) Alternate source of funding

The Group is actively considering to raise new capital
by carrying out fund raising activities including but
not limited to rights issue, open offer and placing of
new shares.

2.
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(1)
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BASIS OF PRESENTATION (Continued)

() Going Concern (Continued)

(3) The Group will implement operation plans to control
costs and generate adequate cash flows from the
Group's operations.

In the opinion of the Directors, in light of the various
measures/arrangements implemented after the end
of the reporting period, the Group will have sufficient
working capital for its current requirements and it is
reasonable to expect the Group to remain a commercially
viable concern. Accordingly, the Directors are satisfied
that it is appropriate to prepare the Quarterly Financial
Statements on a going concern basis.

Should the Group be unable to continue to operate as
a going concern, adjustments would have to be made
to write down the value of assets to their recoverable
amounts, to provide for any future liabilities which might
arise and to reclassify non-current assets and liabilities
as current assets and liabilities respectively. The effect of
these adjustments has not been reflected in the Quarterly
Financial Statements.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

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
2018. Except for disclosed below, the adoption of other
new or revised standards, amendments to standards 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.
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ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

HKFRS 9 - Financial Instruments

HKFRS 9 replaces HKAS 39 Financial instruments: recognition
and measurement. HKFRS 9 introduces new requirements
for classification and measurement of financial assets, new
rules for hedge accounting and a new impairment model
for financial assets. HKFRS 9 is effective for annual periods
beginning on or after 1 April 2018 on a retrospective basis.
The Group adopts the new standard on the required effective
date and does not restate comparative information. Any
adjustments to the carrying amount of the financial assets
and liabilities at the date of transition were recognised in the
opening accumulated losses of the current period.

Upon the adoption of HKFRS 9, the Group elected to classify
all equity investments of the Group which were previously
classified as available-for-sale financial assets (“AFS Financial
Assets”) into financial assets measured at fair value through
other comprehensive income (“FVTOCI Financial Assets”)
because these investments have been held as long-term
strategic investments that are not expected to be sold in the
short term at 1 April 2018.

HKFRS 15 - Revenue from Contracts with Customers

The Group has applied HKFRS 15 “Revenue from Contracts
with Customers” on 1 April 2018. This new standard
establishes a single revenue recognition framework. The core
principle of the framework is that an entity should recognise
revenue to depict the transfer of promised goods or services
to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those
goods and services. HKFRS 15 has superseded existing revenue
recognition guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations. As a result,
the Group has changed its accounting policy in the Quarterly
Financial Statements for revenue recognition as detailed
below.

3.
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AEEERBRARESBABEBEMEE
WA N EFENEREE ([EBEAM
PHBSEARFEAENEREE])
ZEREF/ERYPBRKRE AR IER
FEEAAE -

ERNBHRELEANEISK-FFEHNRA

AEEER T \FOA—-HEREE
MBHREERENSH [FEFPEHMWA] %
] ERIER Y B — R ERIEIR - HER 2
ZORBSERERERNGE LFHAER
BRI P AGE B o MR TR PR S
BreBRATFEREZSEmARE - B8
A %5 5 2RI S5 1558 E IR A I FERR
3l BREE G ERF185 [Wat]
FEGFENE NN [REALY] MEER
BoHlt AEEER B amEREEENF
EHBHRRP 2EABR - FIBHWT -

\:

HEFEERERERAT E—SEHRE 2018/2019 9



ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

HKFRS 15 - Revenue from Contracts with Customers
(Continued)

The Group elects to use the cumulative effect method
for the adoption of HKFRS 15 with cumulative effect of
initial application recognised in the opening balance of the
accumulated losses at 1 April 2018. Under HKFRS 15, the
Group recognises the revenue from contract work when the
performance obligation is satisfied over time and measures the
progress towards complete satisfaction in accordance with the
output method. The measurement of the stage of completion
of a contract is established by reference to surveys of work
performed.

The adoption of HKFRS 15 has no material effect on the
adjustments to the opening balance of the accumulated losses
at 1 April 2018 in the condensed consolidated statement
of changes in equity and the amounts recognised in the
condensed consolidated statement of comprehensive income.

REVENUE

Revenue recognised during the three months ended 30 June
2018 and 30 June 2017 were as follows:

Construction works BETRE
Advertising income* & & WA+

* Publication income of approximately HK$Nil (three months ended
30 June 2017: approximately HK$8,000) was included in advertising
income during the three months ended 30 June 2018.
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Three months ended 30 June
BEZAA=1+HIL=EA

2018 2017
—E-N\E T+
(Unaudited) (Unaudited)
(RE&EX) (ReeEZ)
HK$000 HK$'000
FET FEIT
68,752 118,690

- 1,010

68,752 119,700

*  REE-ZE-NEXNA=tHLE=@EAZH
h&uﬁzkiﬁgﬁém(%@ T—+FENA=T
BIiE=1878 : #78,000/&7T) Bt ABEUWA »



5.

OTHER INCOME 5.

Other income recognised during the three months ended 30
June 2018 and 30 June 2017 were as follows:

Interest income B U A
Dividend income fi& B A
Sundry income FEIEIA
OTHER GAINS AND LOSSES 6.

Other gains and losses recognised during the three months
ended 30 June 2018 and 30 June 2017 were as follows:

FE 3 Was (B51R) - F 8
HEME BER&EHZ
Wi 25 % B

Exchange gain/(loss), net
Net gains on disposals of property,
plant and equipment

H A

BHEZZ-—NFERNA=ZTBR=ZZT—+t5F
ANA=ZTHIE={E ARz HAl Az
T

Three months ended 30 June

BEANA=tHLE=HEA

2018 2017
—E-N\F —FE—tF
(Unaudited) (Unaudited)
(REEZ) (REeE=Z)
HK$'000 HK$'000
FET FAET

7 7

88 -

8 —

103 7

Hitt Wz R &8

BHE_ZT-N\FRA=+tBERZ-Z—tF
NA=1THIE=18A R 2 Al M
=Rl

Three months ended 30 June

BEZEAA=1+RHIL=EA

2018 2017
—E-NE —E—+F
(Unaudited) (Unaudited)
(RE&EX) (REEFTZ)
HK$’000 HK$'000
FETT FEIT
672 (542)

- 390
672 (152)
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SEGMENT INFORMATION

The Group’s segment information is presented on the basis of
internal reports that are regularly reviewed by the executive
Directors, being the chief operating decision maker in
order to allocate resources to the segments and assess their
performance. For each of the Group's reportable segments,
the executive Directors reviews internal management reports
on a regular basis.

Under the segment structure implemented during the three
months ended 30 June 2018, 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 civil engineering services — provision of
waterworks engineering services, road works and
drainage services and site formation works for public
sector in Hong Kong; and

(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.

Each of these operating segments is managed separately

as each of the products and service lines requires different
resources as well as marketing approaches.
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SEGMENT INFORMATION (Continued)

Segment revenue and results

The following is an analysis of the Group's revenue and results

by reportable and operating segment.

For the three months ended 30 June 2018

Revenue from external
customers
Other income and gains

Reportable segment revenue

Reportable segment results

Unallocated corporate income

Unallocated corporate
expenses

Finance costs

Loss before income tax

KABEF Z s

H YA K W zs

AP EEERA
AN EEERAX

A& RS

BRPT S BRI & 1B

7. DEEH(F

2 B R R AE

EESMIT -

A T 2R EE 5 BB B R

BE-_ZE-NFEAA=tHL=HEA

Provision
of civil
engineering

Television
broadcasting

services business Total
RELE K EREK

ITRER®E Ey et
(Unaudited) (Unaudited) (Unaudited)
(REEER) (REEEX) (RE&EX)
HK$000 HK$000 HK$°000
FETT FET FET
68,752 - 68,752
9 682 691
68,761 682 69,443

2,859 (7,876) (5,017)
94

(5,796)

(6,383)

(17,102)
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SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

For the three months ended 30 June 2017

Revenue from external RENSERF 2 W
customers
Other income and gains H A R Yz

Reportable segment revenue 7] 2 {5 2P S

Reportable segment results 2| PESR

Unallocated corporate income k9 Bt i % WA

Unallocated corporate ROBEERL
expenses

Finance costs BE KA

Loss before income tax BREF1S T RIS 1B

Segment revenue reported above represents revenue
generated from external customers. There were no inter-
segment sales for the three months ended 30 June 2018 and
30 June 2017.

Segment profit/(loss) represents the profit earned/loss incurred
by each segment without allocation of central administration
costs, interest income, dividend income, finance costs,
changes in fair value of financial assets at fair value through
profit or loss and income tax expense. 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. TWER(£)

PR ESE (EF)
BE-ZE—tE&XNA=+RHL=EA
Provision
of civil Television
engineering broadcasting
services business Total
LR BARFE L
TR ES i st
(Unaudited) (Unaudited) (Unaudited)
(ReeEZ) (ReeEZ) (REeEZ)
HK$°000 HK$'000 HK$'000
FET FET FET
118,690 1,010 119,700
407 - 407
119,097 1,010 120,107
5,365 (6,196) (831)
758
(4,813)
(9,967)
(14,853)
EXHRZROSWURBERESNBEE2

J‘I&/‘°@i_7 */\E/\H WLEUSZ

—+tFRNA=Z1+BI1E=18 A B & A ﬂé]
'%o

DEEF S (BR)ERE D BERS BT
RITBRA KB BB WA~ BRE X
R EBERBRATFEARZIEREER
FEZERAASHE AR,
EENEBEE KA ETBEEERREZR
AHE S RERNFEDEHREZFET
o



8.

LOSS FROM OPERATIONS 8.

Loss from operations is arrived at after charging the following:

Amortisation of intangible assets EmRAEEH
(included in amortisation expenses) (BIEREERSF)
Amortisation of film rights (included in & 5§ Hx 4 # $4
amortisation expenses) (BEREHERASH)

ME- -BERREBIE

Depreciation of property, plant and
equipment

INCOME TAX 9.

The amount of income tax in the unaudited condensed
consolidated statement of profit or loss and other
comprehensive income represents:

EHRE-BFAEMNEN
— R HAME
—BEFEBEREG

Current tax — Hong Kong profits tax
— current period
— Over-provision in prior years

Current tax — PRC Enterprise Income tax & HAF{IE— R R EFSH

— Under-provision in prior years —BEFEREBTE
Deferred tax BRI

— current period — 7R EAfE
Income tax credit FriG iR %

=

LEBRDEHRATRERAESH

Three months ended 30 June

BEANA=1tHLE=MEA

ZHEH M

2018 2017
—E-N\F —E—tF
(Unaudited) (Unaudited)
(REEER) (REEEZ)
HK$’000 HK$'000
FETT FET
4,566 4,566
191 269
4,991 4,650

B
REEZERGEEa R Et2EKER

Three months ended 30 June

BEZEAA=1+HIL=EA

2018 2017
—E-—N\#F —E—+F
(Unaudited) (Unaudited)
(REEEX) (REeEZ)
HK$000 HK$'000
FET FET

54 441
- (527)
54 (86)

434 -
(818) (2,061)
(330) (2,147)
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10.

11.

16

INCOME TAX (Continued)

Hong Kong profits tax is calculated at 16.5% (2017: 16.5%)
on the estimated assessable profits during the three months
ended 30 June 2018 and 30 June 2017.

Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands (the “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 PRC Enterprise Income tax has been made
as the subsidiary incorporated in the PRC has no assessable
profits arising in the PRC during the three months ended 30
June 2018 and 30 June 2017.

DIVIDENDS

The Board does not recommend the payment of any dividend
for the three months ended 30 June 2018 and 30 June 2017.

LOSS PER SHARE ATTRIBUTABLE TO OWNERS OF
THE COMPANY

The calculations of basic loss per Share for the three months
ended 30 June 2018 is based on the unaudited consolidated
loss of approximately HK$16,772,000 attributable to the
owners of the Company for the three months ended 30 June
2018 (three months ended 30 June 2017: approximately
HK$12,706,000) and the weighted average number
of 4,055,349,947 Shares in issue for the three months
ended 30 June 2018 (three months ended 30 June 2017:
4,055,349,947 Shares) as if they had been in issue throughout
the periods.

Diluted loss per Share for the three months ended 30 June
2018 and 30 June 2017 are the same as the basic loss per
Share. The computation of diluted loss per Share for the three
months ended 30 June 2018 and 30 June 2017 does not
assume the Company’s outstanding convertible notes since
the assumed conversion of convertible notes would result in a
decrease in loss per share.
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10.

11.

Fre®t (&

BB IEEE_E—\FA=+
BM—_ZE—tFENA=Z+BHIE=EAZ
Gt EREBEF 2165% (T —+4F:
16.5% )it & -

RERASHELRBRELES ([RBREX
BEDRUMER RNRARREREER
LRBEMKZZ B AR BABMRE
HEMRBRIZEESR B ZERMER-

HE_Z-N\FRA=TBERZZ—tF
~NH :‘f‘ BiIE={EA RF EEEFH}BZJZ
Bt B8 22 =) 3 A R R E A FEER R A - i
W B EPTSRAR R -

Hﬁ/%\
EESE BB RNEE-_ZE—N\FE A

—tBEER=ZE—+FAA=FTHIL=@A
AR E -

EATREBEAELEEREE
HE_Z-\FNA=Z+HLE=Z@ANE

ERNEBRIBEEZE -2 —\FEXA
=THRIE=ZEARRRES ABERESE
iR A E18#16,772,0008 T (BHE -
—tFXXA=Z1+HIE=@A : 412,706,000
/%E)éﬁ%i?: T— /\ﬁz/\ﬂ +E|JJ: f.
A B 37D I F 15 80R4,055,349,947
(BT —tFA=F+HLE=@EA:
4,055,349,947/% ) 5T & - MUNZFER DB
BB BRI BT

HE_T-—N\FRA=ZTBERZ-ZT—+F
<A —JrEIJt—{I)EJ 'lﬂxﬁﬁéﬁﬁﬁéﬁiﬂx
EXREBEER - AR BRE LB AR ER
KERBREBRRD AUAE#E_T
—NFEARA=ZTHEZZE—+tFA=T
HIE=EAZzBREESBEIT BRRK

Al AR H I AR R



12. SHARE CAPITAL

Number of Nominal
Shares value
B EE H{E
HK$'000
FET
Authorised: ETE
As at 1 April 2018 and RZZE—-N\FMNA—HBK
30 June 2018 (Unaudited) —E—-N\EXA=1H
(REcEZ) 500,000,000,000 500,000
Issued and fully paid: EBITREAR:
As at 1 April 2018 and RZE-N\FHA—-BRK
30 June 2018 (Unaudited) —E-NFRNA=1H
(RgE=Z) 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 civil
engineering services for the public sector in Hong Kong and
television broadcasting business in the Asia-Pacific region
(excluding the PRC) in return for advertising and related revenue.
During the three months ended 30 June 2018 (the “Period”), the
Group continued to focus on rendering civil engineering services
for the public sector in Hong Kong and develop its television
broadcasting business.

Provision of civil engineering services

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

Contract number
=¥k EHHE
3/WSD/13
3/WSD/13
DC/2013/09

Main contracts
EEH

£ 3C1)

AEETFZNEBRNEMARFLIAIRER
BRREANE (TEERE)ETEREBBER
UEBGESEMEERE BE T \FXA
=+tHE=@A (AHHE]) AEEEERT
REBBRRNLHBFIREIATERSE L HER
HERBEMES-

RHETIARTREREH

RABER AREEEAEREET S KR/N\IE
DEEK - ZTRAKNT - MR R HKE
TRERBER  MEHRE ORI EREHRERRS
Kt FERIREB R ARG HZFBERD
LIRS

Particulars of contract

Mainlying near She Shan Tsuen, Tai Po
ARIH AL AT B 3 7K B Bk T A2
Advance Works for Shek Wu Hui Sewage Treatment Works —

Further Expansion Phase 1A and Sewerage Works at Ping Che

Road
DC/2013/09
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Subcontracts

DEAEH

Contract number

BRI

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
8108

8108B

Q044763

Q044763
CV/2016/10

CV/2016/10

Particulars of contract

BRI

Sewerage in Kau Lung Hang San Wai, Kau Lung Hang Lo Wai
and Tai Hang

NETHE - WERZBE REZITKEEZRR

Lam Tsuen Valley Sewerage — village sewerage, stage 2, phase 1
MRAT AT KR F e — B 2F& R 551 87

Lam Tsuen Valley Sewerage — village sewerage, stage 2, phase 2
PRI A5 K I ER Z 8 — 3820 BR 58 2 8

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

B RIEEKE TR FARRE IR RBAERE2H R
R ABKETLRR

Site Formation and Infrastructural Works near Tong Hang Road
and Tsz Tin Road in Area 54, Tuen Mun

PS4 AT IE T B M E KA i PR REEZTE

West Kowloon Terminus Station South, Contract 8108

A LB Y (F) - 5498108

Elevated Road along Lohas Park Road and the pedestrian
footbridge FB1

BB = 2R 8 B8 S 7T A RABFB1

Site Formation and Association Infrastructural Works For
Development of Columbarium at Sandy Ridge Cemetery
RAEAERESKEN T TERBBEZIRE

During the Period, the two contracts with contract numbered R AHE R & 44K 5% ACV/2015/03 %
CV/2015/03 and DC/2013/09 were the main contributors to the  DC/2013/092 MIBA X AAREE N 2 E 2 U
Group's revenue, which generated approximately HK$33.3 million  z= 2R » &= 4 433,300,000/ 7T 516,100,000
and HK$16.1 million, constituting approximately 48.4% and Btz » BlG AL B 2 5 448.4% &

23.4% of the Group's revenue respectively.

23.4% -
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Television broadcasting business

The advertising industry was suffered from keen competitions from
traditional media service players, other multinational media service
players and large number of small and medium sized companies
in the online advertising industry. Thus, the Group’s revenue from
television broadcasting business decreased as a result of the general
trend of digitalisation where audiences’ preference has changed
toward digital media as a whole in the world.

During the Period, to utilize the opportunities arising from the “Belt
and Road” initiative, the Group has co-operated with different
investors of redevelopment of ancient architectures to produce
documentary and promotional video to cover the redevelopment
process of such redevelopment. The Group intends to explore
similar business opportunities in respect of redevelopment of
ancient architectures so as to generate synergies between different
segments and broaden the income stream.

Looking forward, in order to further enhance the value of the Group
and to achieve higher returns to the shareholders, the longer term
approach of the Group is to expand the income source through
business diversification. It aims to maximise the overall returns
to shareholders in the long run by identifying and selecting new
business opportunities which are of great potential to enrich the
Group's existing business portfolio and generate synergy effect
between different business segments.
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FINANCIAL REVIEW
Revenue

For the Period, the Group reported a revenue of approximately
HK$68.8 million (2017: approximately HK$119.7 million),
representing an decrease of approximately 42.6% as compared
with that for the same period of the previous year. All of the Group’s
revenue were derived from provision of civil engineering services
during the Period. The decrease in revenue was mainly due to
decrease in work from certain civil engineering projects reaching
the maintenance stage or nearly completion stage for the Period.
The Group derived aggregate advertising revenue of approximately
HK$nil million (2017: approximately HK$1.0 million) from television
broadcasting business.

During the Period, the revenue of the Group was primarily
generated from the undertaking of civil engineering contracts in the
capacity of a subcontractor. The subcontracting revenue amounted
to approximately HK$53.7 million (2017: approximately HK$65.3
million), representing approximately 78.1% of the total revenue
for the Period (2017: approximately 54.7%). On the other hand,
the revenue generated from the undertaking of civil engineering
contracts in the capacity of a main contractor and jointly controlled
operator amounted to approximately HK$15.1 million (2017:
approximately HK$53.4 million), representing approximately
21.9% (2017 approximately 44.5%) of the total revenue for the
Period.

Cost of services

The Group's cost of services decreased by approximately 37.1% to
approximately HK$66.8 million for the Period (2017: approximately
HK$106.2 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 other direct operating costs. 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,
broadcasting fee and other direct costs attributable to television
broadcasting business. 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"). Other direct operating costs mainly
comprise depreciation charges of LED display screens.

Bt %5 [0 B
i 28

AR - R B 8%15 W 25 468,800,000/ 7T
(ZZT— 14 :49119,700,0008 7T) ' B EFH
HAR D £042.6%  AZANERRIA - AN&EE 2 B IR
S RERELARTIERE - KSR HES
MRETEARTRER TRRANEEER 4 &
PEER S EIRTIRRBMEA L AEBBEERE
MEBELEESRERBHEBEL(ZT—+
£ : 491,000,000/ 7T ) °

RABEA AEBREEEREUNDEH
BNEABEZIRIBREN - D2BKEABLY
Bjmumm%ﬁ(:%Fﬂti'%65momm%
TT) AR B R U2 4978.1% —tF:
mM7%>ﬁfﬁﬁ'M£%@m& £ B4
LEESNABRZIARTIRANELEREED
15,100,000/ 7T ( =& — -t : £953,400,000/%5
TL) R ANHAR AW EK21.9% (Z 2 —tF:
#144.5% ) o

AR 3% R A<

RNEBRAERE 2 BRI A AN & F B H R A
#937.1% 2 #966,800,000/8 70 ( — T —+ 4 : 4]
106,200,000 7T) - AEB 2 RBEXAEER
%@”%%W$ BARIE N E TSR AR DA K E At
BHiEE Lﬁ$ BERBKAETEZBREEMR
BEEST BERERE 2 BER -ER
%W%%W$££@%%%&$~%ME%&
ERBREB MM 2 EMEEAAR - FEKAR
PIEFEBXAEARENGECEN L ERHE
- mERERASIEREN T EHEEEREER
RABEEFEERGEERA A ([HBIEES
HERE ) cFE - HthEELEENLTETER
DB T R2WEER-
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Gross profit

The gross profit for the Group for the Period decreased by
approximately 85.5% to approximately HK$2.0 million (2017:
approximately HK$13.5 million). The gross profit margin of the
Group decreased to approximately 2.9% (2017: approximately
11.3%) for the Period. The decrease in gross profit was mainly
due to the decrease in work from certain civil engineering projects
reaching the maintenance stage or nearly completion stage and
thus marginal profits were decreased for the Period.

Other income

The Group’s other income for the Period increased by
approximately 13.7 times to approximately HK$0.1 million (2017:
approximately HK$7,000) as compared with that for the same
period of the previous year. The other income mainly consisted of
cash dividend received from investment in financial assets at fair
value through profit or loss during the Period.

Other gains and losses

The Group's other gains and losses for the Period was amounted
to approximately HK$0.7 million in surplus (2017: approximately
HK$0.2 million in deficit). Other gains and losses mainly consisted
of net exchange gain for the Period.

Amortisation expenses

The Group’s amortisation expenses for the Period decreased by
approximately 1.6% to approximately HK$4.8 million (2017:
approximately HK$4.8 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.

Administrative expenses

The Group’s administrative expenses for the Period decreased by
approximately 62.2% to approximately HK$5.4 million (2017:
approximately HK$14.1 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 the delay of payment of year end bonus of the year before in
respect of provision of civil engineering services business in same
period of the previous year.
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Finance costs

The Group’s finance costs for the Period decreased by
approximately 36.0% to approximately HK$6.4 million (2017:
approximately HK$10.0 million) as compared with that for the same
period of the previous year. The finance costs mainly consisted of
interest expenses for the promissory note and convertible notes.

Net Loss

The net loss attributable to the owners of the Company for
the Period increased by approximately 32.0% to approximately
HK$16.8 million (2017: approximately HK$12.7 million) as
compared with that for the same period of previous year.

Loss per Share

The basic loss per Share was approximately HKO0.41 cent (2017:
approximately HK0.31 cent).

PROSPECTS

The Group anticipates the coming year is still a challenging year.
The provision of civil engineering services business will continue
to provide a stable source of revenue and remains the major
contributor to revenue while the Group will continue to develop
the television broadcasting business. The Group will continue to
cautiously monitor the business environment and continue to
strength the competitiveness in the markets. The Group has been
actively seeking suitable investment opportunities for business
diversification. The Group will explore into different industry sectors
so as to expand and diversify the scope of the Group’s business.

Provision of civil engineering services

Looking ahead, the Group still remains prudently optimistic about
the prospects of the construction industry in Hong Kong. However,
due to the decrease in the number of engineering contracts
available from both the public sectors due to the hard-hit by the
prolonged debates in the Legislative Council, the construction
industry remained tough with keen competition among the market
players in recent years. Added to this, the continuous increase in
direct labour and material costs undoubtedly increase the overall
pressure on this business segment in forth-coming year.
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Leveraging on the Group's registered license and certain crucial
qualifications, the Group is confident that the Group is able to
tender new projects with customers from both public and private
sectors in order to maintain the market share in Hong Kong. Also,
the Group will strengthen its market position in the industry and
increase its market shares by adjusting the tendering strategies by
lowering the bidding prices for new contracts, in order to dilute
the risk on decrease in projects on hand due to the filibuster in the
Legislative Council and strengthening the Group’s manpower in
order to cater the growing demand for the businesses of the Group.

Television broadcasting business

Intensive competition as well as deteriorating market development,
the Group continued to sustain larger pressure and challenges
in traditional television broadcasting business. Under the current
circumstances, the Group aims to co-operating with different
partners and adopting different development strategies for
generating synergies between different segments and media
platforms. The Group will review and revise its business strategies
on a regular basis with the aim to better position itself to meet the
challenges ahead and to capitalize any future opportunities as they
arise.

The Group strives to generate positive return to preserve values of
the shareholders through its sustainable business development.
At the same time, the Group will adhere to a prudent attitude
in identifying investment opportunities with potentials for long-
term development to further gather the Group’s momentum
for sustainable business growth aiming at achieving the goals of
improving returns for shareholders, to pave the way for a better
result and prospect for the Group and to enhance the returns to our
shareholders as a whole.

DIVIDENDS

The Board does not recommend the payment of any dividend for
the three months ended 30 June 2018.

SHARE OPTION SCHEME

A share option scheme 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 30 June 2018, 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

EERFETHRABRAATAR BB
B 69 B2 4 - 48 B R 40 =R B P R Y R AR R R
B

RZE-—NERA=TH EZRARAEE
THRABRARGHEEBEZE (ERXREE

EPIESNEERRHE G ([F 5 RS K
BI1) EXVER) 89 B 17~ AE RE A {0 2 (B 4 & h

BAREBES LERDIEXVEETMEEDH
MEARR MER o EDR AR (BREIRE

BHREEROINE BIEXEEHE ERE
BENEZMIAR)  HIREBEF RIS KRDIE
3521 AR SR RZ AR FT i B rL A 25 BOA R

HIRBEGEM EM R BIES A6IKFT M E R EITTR

referred to therein; or which were required to be notified to ZHREIZEBME AN QR LB ZFTREZ KX
the Company and the Stock Exchange pursuant to the required KB :
standard of dealings by Directors as referred to in Rule 5.46 of the
GEM Listing Rules, were as follows:
Long position in the Shares: RBRBZEFR:
Percentage
of aggregate
interests to
Number of total issued
Name Capacity/Nature of interest Shares held share capital
BREREEHE
BITRAH
i Bt/ ERME FRRAHE B
Mr. Kan Kwok Cheung (“Mr. Kan") (Note a) Interest in controlled corporation 69,000,000 1.70%
BEwEE ((EEE]) (Hita) IR EE#R 69,000,000 1.70%

Note:

(@  Mr. Kan is the sole beneficial owner of Shunleetat (BVI) Limited, 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 (BVI) Limited.

ES

(a) B4t A4 AShunleetat (BVI) LimitedM M — B A
A - 1% & ¥ 5569,000,0000% A% 15 #) 4 25 < 1B 15 55
= N B 15101 - 8 55 & 4 4R B % A Shunleetat (BVI)
Limited T 55 2 5B AR 17 A 4 2 ©
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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 30 June 2018, 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.
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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 30 June 2018, 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 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:

Long position in the Shares:

FTERRREMATRERTREG REE
RO HEREN KRR

HREZEFRM R_ZE-—N\FXA=1TH T3
AL /BB (EZRARAEEZTHRAERIN)
BB AR VETE A IR 5 S B E R BI B XVER
F2RFE3IDWREX AR AR AT HEHARQE
Bt HBEAR M SERBNERRIAR  HEE
Sk R PR A I W N R MERIE R TR EE
EAIKE R RHNRRARE IRFEHER K
REES5 %A EHER » SR FCER N AR RIAR IR
5 MEGRPIE336MGFE 2 EH  FEW
T

RERBz2FR:

Number of underlying Shares under

Number of Shares held convertible notes (Note 4
TRREBET
FiERHEE RBRHHA (fia)
Percentage
of aggregate
Interest Interest interests to
Beneficial in controlled Beneficial in controlled Total total issued
Name owner corporation owner corporation interests share capital
BERERY
REES REES BRTREZ
R BRERA EERE BRERA EEZER ags BAl
China Xinhua NNC 1,188,621,377 - 1,311,378,623 - 2,500,000,000 61.65%
(Note b) (Note b)
hENENEERS 1,188,621,377 - 131,378,623 - 2,500,000,000 61.65%
(Htitb) (Hfitb)
REHENEERAERAF ("ONC China") - 1,188,621,377 - 1,311,378,623 2,500,000,000 61.65%
(Note b) (Note b)
MENENEERARRAA ([MEMEN - 1,188,621377 - 1311,378,623 2,500,000,000 61.65%
HERE (RE)]) (Hitb) (Hith)
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SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY (Continued)

Notes:

(a) Details of the convertible notes were set out in the circulars of the
Company dated 19 November 2011, 6 January 2015 and 17 January
2018.

(b)  China Xinhua NNC is wholly and beneficially owned by CNC China.
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.

Saved as disclosed above, as at 30 June 2018, 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.
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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.

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 Agreements

On 12 May 2018 and 12 May 2017, 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 2018 and
1 July 2017 respectively. HKLC is a company incorporated in Hong
Kong and is wholly and beneficially owned by Mr. Chia Kar Hin, Eric
John which was the director of the Company within the past twelve
months. 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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CONNECTED TRANSACTIONS (Continued)

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 that the Announcement Posting Agreements were entered
into in the ordinary and usual course of business of the Group,
the transactions under the Announcement Posting 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 of the Company and their respective associates has
any other connected transaction 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. 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. A non-executive Director, Ms. Tang Li, did not attend
the annual general meeting of the Company held on 8 August
2018 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.

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.
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AUDIT COMMITTEE (Continued)

As at 30 June 2018, the members of the Audit Committee were
Mr. Wong Chung Yip, Kenneth, Ms. Tang Li, Mr. Law Cheuk
Hung, Mr. Wu Guo Ming and Mr. Wan Chi Keung, Aaron, B8s, JP.
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.

By Order of the Board
CNC Holdings Limited
Li Yong Sheng
Vice Chairman & CEO

Hong Kong, 8 August 2018

As at the date of this report, the Directors are Dr. Jiang Yan'
(Chairman), Dr. Li Yong Sheng’ (Vice Chairman and Chief Executive
Officer), Mr. Liu Da Yong', Mr. Kan Kwok Cheung’, Ms. Tang L7, Mr.
Law Cheuk Hung?, Mr. Fan Chun Wah, Andrew, P, Mr. Wu Guo
Ming?, Mr. Wan Chi Keung, Aaron, 8ss, JP° and Mr. Wong Chung
Yip, Kenneth’.

J Executive Director
: Non-executive Director
= Independent non-executive Director
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