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

GEM has been established as a market designed to
accommodate companies to which a high investment
risk may be attached. In particular, companies may list
on GEM with neither a track record of profitability nor
any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the
emerging nature of companies listed on GEM and the
business sectors or countries in which the companies
operate. 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 and no assurance is given that
there will be a liquid market in the securities traded on
GEM.

The principal means of information dissemination on
GEM is publication on the internet website operated by
the Exchange. Listed companies are not generally
required to issue paid announcement in gazetted
newspapers. Accordingly, prospective investors should
note that they need to have access to the GEM website
in order to obtain up-to-date information on GEM-listed
issuers.

The Exchange takes no responsibility for the contents of
this report, makes no representation as to its accuracy or
completeness and expressly disclaims 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
Prosten Technology Holdings Limited (the “Company”)
collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the
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, (1) the
information contained in this report is accurate and
complete in all material respects and not misleading; (2)
there are no other matters the omission of which would
make any statement in this report misleading; and (3) all
opinions expressed in this report have been arrived at after
due and careful consideration and are founded on bases
and assumptions that are fair and reasonable.
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HIGHLIGHTS

Turnover of the Group for the three months ended
30 June 2005 amounted to approximately
HK$17,099,000, representing an increase of
approximately 54% as compared to the
corresponding period in the previous financial year.

Net loss from ordinary activities attributable to
shareholders for the three months ended 30 June
2005 amounted to approximately HK$6,714,000,
representing a decrease of approximately 35% as
compared with the same period of 2004.

The Directors do not recommend the payment of
an interim dividend for the three months ended 30
June 2005.
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UNAUDITED CONSOLIDATED RESULTS REERGEEE

The Board of Directors (the “Board”) of the Company is AAFEEZE ([EEF|)EHEMH
pleased to announce the unaudited consolidated results ~ ARQT REMBAF ([KNE®]) HE
of the Company and its subsidiaries (the “Group”) for the = —ZEZTRHF A= 'l' EI JtEflﬁ 2R
three months ended 30 June 2005 together with the (TG AELE  ER_ZTTNFH
unaudited comparative figures for the corresponding ﬁﬂZiR%é%%Tthf%(%ﬁﬂT :
period in 2004 as follows:

Three months ended

30 June
BERA=+RHL=M@A
2005 2004
HK$’000 HK$’000
Notes —ETHEF ZETMF
B FET FAT
TURNOVER e 2 17,099 11,115
Cost of sales $HE AN (9,416) (7,064)
Gross profit EF 7,683 4,051
Other revenue H Az 335 374
Selling and distribution costs SHE R AR (5,032) (4,340)
General and administrative — B RITHAX
expenses (9,275) (10,287)
Other operating expenses HgEms (417) (155)
LOSS FROM OPERATING REEBEE
ACTIVITIES (6,7086) (10,357)
Finance costs B ER (8) (21)
LOSS BEFORE TAX FREL AT A 1B (6,714) (10,378)
Tax TiIg 3 - (12)
NET LOSS FROM ORDINARY IRERFEM B &
ACTIVITIES ATTRIBUTABLE XBEIEFE
TO SHAREHOLDERS (6,714) (10,390)
LOSS PER SHARE SRER 4
Basic R (HK1.3 cents) (HK2.0 cents)
(1.35%84l) (2.078 1)
Diluted By N/A  (HK2.0 cents)
TEA (2.078 1)
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Notes:

1.

Basis of Preparation

The Group’s unaudited consolidated results have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”) (which also include Hong Kong
Accounting Standards (“HKAS”) and interpretations) issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA?”), accounting principles generally accepted in Hong
Kong and the disclosure requirements set out in Chapter 18
of the GEM Listing Rules. They have been prepared under the
historical cost convention except for the re-measurement of
short term investments.

The HKICPA has issued a number of new and revised HKFRS
and HKAS (“new HKFRSs"”) which are effective for accounting
periods beginning on or after 1 January 2005. The Group has
adopted a number of new HKFRSs, for the first time, in the
preparation of financial statements for the period from 1 April
2005 onward.

The adoption of HKFRS 2 “Share-based Payment” has
resulted in a change in accounting policy for share options. In
accordance to HKFRS 2, the share options granted by the
Company after 7 November 2002 are measured at fair value
at the date of grant and recognized as expenses over the
vesting period. The Directors consider the adoption of HKFRS
2 does not have material impact on the results for the three
months ended 30 June 2005 and accordingly, no adjustment
has been recorded to reflect the impact of applying HKFRS 2
in the unaudited consolidated results for the three months
ended 30 June 2005.

Save as disclosed above, the adoption of the new HKFRSs
had no material impact on the Group’s results of operations
and financial position.

The unaudited consolidated results have been reviewed by
the audit committee of the Company.

Turnover

Turnover represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, business tax,
where applicable, and services rendered. All significant intra-
group transactions have been eliminated on consolidation.

28 K&

B ER QA

CEX

waEn

$EIZ$W%&ﬁA¥ZEEFE
ARG AGRMG B EM B 2]
ﬁ%(ﬁ@%%%auﬁﬂﬁﬁk)

BRLBERN 2 ETRARAIZER L
THRAUVFIBEMB 2 WERERE -
ZEMBMRTIIRERIGRK A LR R
B ERFHFERRERN

EEGHMASERBZER-_TE
£¢ A—Baz&iis 2 &t Hf
EWZ%W&WWiZ§%W%$ﬁ
3%&%% PR (BB SR
AR - $%@§m%% S T#E
%%%$ﬁﬁmuﬁ§§:?§£$
mA—BRBZHBRE -

RMBE BB R MERF2R DA
ANHO R AERK A R RS A i 2 & AT UK
BREE - REBBHERRERSE

2% ARBRR_FET_F+—- AR
TR 2 BRIEAR L BB R TE

BEFE  URBEHANERABHAX
BEERR RMBEHERRERSE

2FUBE—TTHRFAAA=FTHIE=
EAMMzEETEEALE - At
HE-ZTHFE A A=THI=MA
BRIz REZEEEELRIEDEMR
B AR R BB B 7 AR R
BRZHE

B EXPREERSN - R LB R
F$ﬁEW£$§IZ¢@¥ﬁ&W
BRRALMEATE -

REEZGAEECERDNABRE
BEgEM -

e

M%@%Eﬁ 5 o & FTR AR 15 45
MBRRE - 190 - EEB (WEA) &

ZﬁT@@ ERBAARIRZE
AR GERGRAREHE -




First Quarterly Report 2005 | Prosten Technology Holdings Limited

Tax
Hong Kong &
Elsewhere H {3 &

Hong Kong profits tax has not been provided as the Group
did not generate any assessable profits arising in Hong Kong
for the three months ended 30 June 2005 (2004: Nil). Taxes on
profits assessable elsewhere have been calculated at the rates
of tax prevailing in the countries in which the Group operates,
based on existing legislation, interpretations and practices in
respect thereof.

There was no unprovided deferred tax in respect of the period
and at the balance sheet date (2004: Nil).

Loss per Share
(a) Basic

The calculation of basic loss per share amount for the
three months ended 30 June 2005 is based on the
unaudited net loss from ordinary activities attributable to
shareholders of HK$6,714,000 (three months ended 30
June 2004: net loss from ordinary activities attributable
to shareholders of HK$10,390,000) and on the weighted
average number of 511,250,000 ordinary shares (three
months ended 30 June 2004: 511,250,000 ordinary
shares) in issue throughout the period.

Big
Three months ended
30 June

BEAA=Z+HLE=M@EA
2005 2004
HK$’000 HK$’000
—EERF —TTNEF
FiEx FET
- 12
- 12
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THRE=ZEARNEEHSEBERS
A AL EEREENERZ
BECTTNF 8  HtitERE
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(b) Diluted

The amount of diluted loss per share for the three months
ended 30 June 2005 has not been disclosed, as the share
options outstanding had an anti-dilutive effect on the
basic loss per share for the period.

The calculation of diluted loss per share amount for the
three months ended 30 June 2004 was based on the
unaudited net loss from ordinary activities attributable to
shareholders of HK$10,390,000 and on the weighted
average number of 512,405,902 ordinary shares, after

(b) 5

BE_FTAFAA=tTHL=
HAZEREEERSRLRE
BT ARTEZBRESZE
NZEBBREABRAERBEY
= .

BE-ZTNFAA=1+HIL=
BAZFREEEIE IR
A2 REEZRREEAEER
#518)% 510,390,0007% 7T &% & i
[ 2 hn 57 45 ik 20512,405,9020%

(A MTA B AEEBFRD
ZREBFHE -

adjusting for the effects of all dilutive potential shares
during the period.

5. Reserves 5. filfh

Share Statutory Exchange

premium reserve fluctuation
account fund reserve Accumulated
BR% EE [:323 losses Total
wER REES RENEE At E5E #zE
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FET FHET FHET
At 1 April R-TTME
2004 mA—R 339,275 53 335 (312,544) 27,119
Net loss for 1R R 5
the period - - - (10,390) (10,390)
At 30 June NZZTMEF
2004 ANA=+H 339,275 53 335 (322,934) 16,729
At 1 April R-_ZTTRF
2005 mA—H 339,275 53 539 (344,353) (4,486)
Net loss for BN EE R
the period - - - (6,714) (6,714)
At 30 June RZTTARF
2005 NA=+H 339,275 53 539 (351,067) (11,200)
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INTERIM DIVIDEND

The Directors do not recommend the payment of an
interim dividend for the three months ended 30 June 2005
(2004: Nil).

MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Review

The Group’s consolidated turnover for the quarter ended
30 June 2005 was HK$17,099,000, representing a 54%
increase as compared to the corresponding quarter in last
year. Such high rate of increase in turnover was
contributed by the growth in Mobile Value Added Services
(“MVAS”) business. During the period under review, MVAS
revenue amounted to HK$14,790,000, which represented
an 80% increase over the corresponding period of last
year. The MVAS revenue was mainly contributed by Short
Messaging Services (“SMS”) and Interactive Voice
Response Services (“IVRS”). These two services lines
represented 44% and 45% of the MVAS total revenue
respectively. In addition, the remaining revenue of MVAS
was mainly generated from Wireless Application Protocol
(“WAP”), Personal Handy-phone System Xiaolingtong
value added services (“PHS”) and Multimedia Messaging
Services (“MMS”). The increase in MVAS revenue during
the period under review was mainly attributable to the
revenue from IVRS. As the Group moved its focus to MVAS
business, the revenue for solution integration business
was decreased by HK$586,000 or 20% for the period
under review.

The gross profit of the Group for the three months ended
30 June 2005 amounted to HK$7,683,000, representing a
significant increase of 90% as compared to HK$4,051,000
for the corresponding period in last year. The gross profit
margin was increased by 9% from 36% in the first quarter
of last year to 45% in the same period of current year
which was resulted from the higher gross profit margin
attributable to MVAS business that contributed to about
86% of the Group’s total revenue in this quarter.
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R F RIHIEI180% - MVASIR S £
BREEARE ([SMS)) RE#ES
/Bl & AR 75 ([IVRS]) ° ZMIBARTS 2 5l
15 MVASHE U 25 44% K2 45% © It 4D -
MVASZ H gk 25 £ Bk 3 4R JE
i F IR (TWAP)) ~ [AAFEHES
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During the quarter, the selling and distribution costs were
increased by HK$692,000 or 16% as compared to the
same quarter in last year. Such increase was due to more
marketing and promotion activities being launched on
MVAS business during this quarter. Besides, other
operating expenses increased by HK$262,000 to
HK$417,000 for the period under review because of higher
staff costs involved in the research and development
team. With the Group’s continue effort on cost control,
the general and administrative expenses were reduced by
HK$1,012,000 or 10% as compared to the same quarter
of last year. The overall operating expenses including
selling and distribution costs, general and administrative
expenses, other operating expenses and finance costs
amounted to HK$14,732,000 for the period under review
which were maintained at a similar level as compared to
the same period in last year.

The net loss from ordinary activities attributable to
shareholders for the three months ended 30 June 2005
was HK$6,714,000, representing an improvement of
HK$3,676,000 or 35% as compared to HK$10,390,000 for
the corresponding period in last year.

Liquidity and Financial Resources

The shareholders’ fund of the Group as at 30 June 2005
was HK$39,925,000 (30 June 2004: HK$67,854,000). The
Group had net current assets of HK$33,918,000 (30 June
2004: HK$62,198,000). The Group’s current ratio was
approximately 2.2 as at 30 June 2005 (30 June 2004: 2.5).
The gearing ratio of the Group, as a ratio of total
borrowings to shareholders’ fund, was 0.1% as at 30 June
2005 (30 June 2004: 0.3%).
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During the period under review, the Group financed its
operations mainly with its revenue from operation, internal
resources and balance of proceeds from initial public
offering. The Group had cash and bank balances including
pledged bank deposits of HK$33,193,000 as at 30 June
2005 (30 June 2004: HK$60,736,000). The Group’s
financial and liquidity positions currently are at a healthy
level and the Directors believe that it has adequate
financial resources to support its business operation in
this financial year.

Contingent Liabilities

In 2004, an action was commenced in the United States
of America (“USA”) by Grace & Digital Information
Technology Co., Ltd. (“GDIT”) against the Company and
certain parties. GDIT’s allegations included the Company’s
interference with a contract, pursuant to which GDIT
agreed to act as a representative of a company to procure
contracts with a bank in the PRC for banking software.
GDIT seeks compensatory damages against the Company
and certain other defendant for a sum in excess of about
USD59 million. GDIT also seeks unspecified punitive
damages against the Company and that other defendant.

During the quarterly period, the Company filed a motion
to quash service of GDIT’s complaint. In July 2005, the
Judge of Superior Court of California (“the Court”)
confirmed in writing that the Company’s motion to quash
was granted on the ground that the Court lacks jurisdiction
over it. According to the Company’s lawyer as to US law,
GDIT may appeal against such judgement within 75 days
from the date of release of the judgment. At current stage,
the Directors consider a provision for the action is not
necessary.

Saved as disclosed above, the Group had no other
material contingent liabilities.
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Business Review and Outlook

During the quarterly period, the Group revenue was mainly
generated from its principal business segment of MVAS
and the MVAS revenue achieved a growth of
approximately 80% comparing with that of the prior
corresponding period. The Group recorded a turnover of
HK$17,099,000 for the three months ended 30 June 2005,
of which MVAS revenue accounted for about 86%.
Despite a challenging regulatory and market environment,
the MVAS revenue recorded a strong growth. The decline
in SMS revenue was partially offset by the revenue growth
in IVRS and other lines of services.

Throughout the period, the Group focused on
strengthening its MVAS products especially on the IVRS
and WAP. It continued to reallocate more resources on
the aggressive marketing campaign, including sponsoring
pop stars’ concerts and launching TV commercials, to
ensure that high quality MVAS services are delivered to
its mobile users. The Group has signed provincial service
agreements with telecommunications operators in 31
provinces/cities across China by the end of this quarter.
The Group has dedicated sales professionals located in
major provinces that enable the MVAS sales team has
closer relationships with telecommunications operators’
local offices and better insight on specific customer
demands in different provinces, such arrangement
facilitates the Group’s marketing and promotion activities
at provincial level, resulting in better quality of service and
higher sign-up rate for subscribers and new services.

In the WAP services, the Group also recorded a growth
during the first quarter of 2005 as the Group restructured
its WAP operation platform to gather and analyze its
subscriber preference and pattern of mobile usage. By
analysing the useful and valuable information, the WAP
team enriched and upgraded the existing products and
tailor-made products to attract new subscribers in
different provinces. Also, the MVAS team targets to
broaden its product distribution channel in order to
improve its still low penetration among our users.
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In order to capture the business opportunities in the fast
growing MVAS industry, the Group started to re-structure
its MVAS management team by categorization of its lines
of services. By adopting such change, the business
strategy was strengthened to achieve the assigned target
revenue by individual product services. Such restructuring
is used to further enhance the operational efficiency, staff
technical and skill expertise, focusing distribution channel,
marketing and distribution widening coverage.

On the broadband data networks and Internet backbone
solutions business, the Group has completed the China
Unicom VOIP V project in the provinces of Anhui,
Chonggqing, Ningxia and Tianjing. Consistent with the
Group’s business direction, it is still focusing on the
completion of existing projects and the collection of
accounts receivable.

With our new strategic product, Mobile Intelligent
Navigation Engine (MINE), that will be in place in the
coming quarters, the Group will strive to actively promote
this new strategic product in several provinces in China.
The Group has been granted official rights in several major
provinces by China Mobile. Since its promotion campaign
was launched in May 2005, Mobile Intelligent Navigation
Engine Music Portal has been deployed in several
provinces to service music content searching layers.
Ongoing, the Group will explore the possibility of closer
trade links with telecommunications operators and
handset manufacturers regarding the business
development of Mobile Intelligent Navigation Engine
(MINE) in the mobile searching engine market.

Looking ahead, the Group will strive to improve its
operating results with the aim of returning to profit. The
management will streamline and refocus its energy on
MVAS business while continuing to explore new
opportunities in the mobile searching engine market. In
addition, the Group will continue to focus on leveraging
the increasing number of subscribers in mobile data
applications. It will keep on diversifying its business into
provision of MVAS products and relevant services in
China. The Group is well positioned to access new growth
prospects and strive to improve long-term shareholder
value for its investors.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2005, the interests or short positions of the
Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance
(“SFO”)) which were notified to the Company and the
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 recorded in the register required to
be kept by the Company under section 352 of the SFO, or
which were required, pursuant to the Code of Conduct
regarding Securities Transactions by Directors adopted by
the Company (“Code of Conduct”), to be notified to the
Company and the Exchange, were as follows:

Long positions in the shares of the Company

EERERG - HERORERE
B2 EEmRAR

R-ZZEZRFNA=+H  AARAE
EREBITHRABRARA RS EEM
HEEZER(EXRBHFRPEK
(IFEHFEBAEGKH]) EXVEL) 2’
- R R EEEPEEREE
%&Hﬂf &P BEXVERSE TR E 8D S A
MERQNRRB Rz ESIAR
(BRREEERBEESRBAERD 2Z
FERXERE AR AES 2 X
:.) CREERARAREES RS
WPl E3525BE 7 2 Bt Rz 1%
AR - HIRBARARIE RN E
?LTT&’E%X%E’]T—;— AESPRI ([ 2%ESF
1) BmEANA B R R AT 2 sk
KB

REQRBRD 2 A

Number of shares held, capacity and nature of interest

FEROHE - BRENRME

Through Percentage of

spouse the Company’s

Directly or minor Through issued share

beneficially children controlled capital

owned BBEB  corporation  Beneficiary EALT

Name of Director Notes E# ERUIV] pigohy of atrust Total EBEL

BEfR (151 EEEE UTFZ BHAE  ERIEA ax  REAEIM

Mr. Yip Heon Ping (1) - - - 404,280,619 404,280,619 79.08%
EmTEE

Mr. Yip Seng Mun @ - - 248,349,584 - 248,349,584 48.58%
EBRREE

ENRERERE
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Notes:

(1) These shares were held by Greenford Company Limited,
Century Technology Holding Limited and Bakersfield Global
Corporation as trustees of The Greenford Unit Trust, The
Century Unit Trust and The Bakersfield Unit Trust, respectively,
all the units of which were held by Cititrust (Cayman) Limited
as trustee of The New Millennium Trust, a discretionary family
trust established with Mr. Yip Heon Ping as the discretionary
object for the time being.

(2) These shares were held by Century Technology Holding
Limited and Bakersfield Global Corporation and were
beneficially owned by Mr. Yip Seng Mun.

Long positions in the underlying shares of the
Company

Share Options

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants include the Company’s
Directors and employees of the Group. Under the terms
of the share option scheme adopted by the Company on
7 March 2000, the Board was authorised, at its absolute
discretion, to grant options to the Company’s Directors
and employees of the Group, to take up options to
subscribe for shares of the Company. The share option
scheme became effective for a period of 10 years
commencing on the listing of the Company’s shares on
the GEM of the Exchange on 28 March 2000 (the “Old
Scheme”).

Pursuant to the annual general meeting held on 27 July
2001, ordinary resolutions were passed by the

shareholders to approve the cancellation and the re-grant
of the share options under the Old Scheme.

CEX

(1) #Z %P A Greenford Company
Limited - Century Technology Holding
Limited 2 Bakersfield Global

Corporation %3 5l A The Greenford Unit

Trust * The Century Unit Trust }2 The
Bakersfield Unit Trust 2 5t A & 15 #F
B - HArA B9 A Cititrust (Cayman)
Limited JA The New Millennium Trust
ZEFEANEHFHAE - MThe New
Millennium Trust J3 74 & B LA 5 ) F 5t
ERERAEHRMBIZRKEEEE
5t e

(2) %% A Century Technology
Holding Limited } Bakersfield Global
Corporationf§ A + WHERER LA E
WA o
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At the extraordinary general meeting of the Company held
on 9 April 2002 (the “EGM?”), ordinary resolutions to
approve the termination of the Old Scheme and the
adoption of a new share option scheme (the “New
Scheme”) were duly passed by the shareholders. Upon
termination of the Old Scheme, no further options will be
granted thereunder but in all other respects, the provisions
of the Old Scheme shall remain in force and all options
granted prior to such termination shall continue to be valid
and exercisable in accordance therewith. The New
Scheme became effective for a period of 10 years
commencing on 23 April 2002. Under the New Scheme,
the Directors may, at their sole discretion, grant to any
eligible participants options to subscribe for shares of the
Company at the higher of (i) the closing price of shares of
the Company on the GEM as stated in the Exchange’s
daily quotation sheet on the date of the offer of grant; or
(i) the average closing price of the shares of the Company
on the GEM as stated in the Exchange’s daily quotation
sheets for the five trading days immediately preceding the
date of the offer of grant; and (jii) the nominal value of the
share. The offer of a grant of options may be accepted
within 21 days from the date of the offer. A nominal
consideration of HK$1 is payable on acceptance of the
grant of an option.

In accordance with the terms of the relevant share option
schemes, the exercise period of the options granted is
determinable by the Directors, and commences after a
certain vesting period and ends in any event not later than
10 years from the respective date when the share options
are granted, subject to the provisions for early termination
thereof.

The total number of shares which may be allotted and
issued upon exercise of all options to be granted under
the New Scheme is an amount equivalent to 10% of the
shares of the Company in issue as at the date of the EGM.
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The maximum number of securities to be allotted and
issued upon the exercise of all outstanding options
granted and yet to be exercised under the New Scheme
and any other share option scheme of the Group must not
in aggregate exceed 30% of the relevant class of
securities of the Company in issue from time to time.

On 24 June 2005, a total of 3,000,000 share options were
granted by the Company at an exercise price of HK$0.10
per share. During the three months ended 30 June 2005,
a total of 50,000 and 470,000 share options were lapsed
under the Old Scheme and the New Scheme, respectively,
following the resignation of certain employees of the
Group. As at 30 June 2005, the Company had outstanding
options to subscribe for up to 27,435,000 shares and
10,810,000 shares under the Old Scheme and the New
Scheme, respectively.

i%ﬂ?i?%ﬂﬁﬁ[‘ﬁ@ﬁ
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The following Directors were granted share options under LA TN & HiRIE & 51 E| & E BB R A
the Old Scheme to subscribe for shares of the Company,  REARQFKG - FIBEWT :
details of which are as follows:

Name of Director

i

Mr. Yip Seng Mun
KEREE

Mr. Yip Heon Ping
EJLIRE

Mr. Yip Heon Wai
Mgt

Mr. Yip Heon Keung
Ematst

Number of
options re-granted
on 22 August 2001
at exercise price of
HK$0.40 per share

RZEZ2-F
NB=+=H
ERCERE
HE (TREA
F#%0.40 B T)

6,000,000

6,300,000

5,300,000

5,300,000

Number of

share options

as at 1 April 2005
and 30 June 2005
R-ZZ2RHF
A—-BE
—EZRF
~B=+H
ZERESE

6,000,000

6,300,000

5,300,000

5,300,000

REMBKEERAR 2 A

Exercise period
of share options
re-granted
BERBRE
ZAT R ER R

22 August 2001 to
21 August 2011
—ZTT-F
NAZ+=ZR=Z
—Z2——F
NA=+—H

22 August 2001 to
21 August 2011
—ZTT-F
NAZ+=ZR=Z
—Z2——F
NA=+—H

22 August 2001 to
21 August 2011
—ZTT-F
NAZ+=ZR=Z
—Z2——F
NA=+—H

22 August 2001 to

21 August 2011
T
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The following Director was granted share options under LA N & SR EH 5 EERBRE AR
the New Scheme to subscribe for shares of the Company, BARXATND « FBWT -
details of which are as follows:

Number of share
options granted
on 22 May 2002
at exercise price of

Number of
share options
as at 1 April 2005

HK$0.26 per share and 30 June 2005
RZZEZT_F R-ZBZERF Exercise period
EA=+=H mMAE-HR of share options
Bz BRE —EERE granted
Name of Director #E (THEEA ~AB=+H RHBRE
EEHF F170.26 & T) ZEREHE ZATEER IR
Mr. Au Shing Kwok 500,000 500,000 22 May 2002 to
(@A E ST 21 May 2012
—TE_F
hAZTZHZ
—E—fF
RA-+—H

Save as disclosed above, as at 30 June 2005, none of the
Directors or chief executive of the Company had, any
interests or short positions in the shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) which would have to be notified to the Company
and the 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 recorded in the register
required to be kept by the Company under Section 352 of
the SFO, or which were required to be notified to the
Company and the Exchange pursuant to the Code of
Conduct.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2005, shareholders (other than Directors or
chief executive of the Company) who had interests of short
positions in the shares or underlying shares of the
Company which would fall to be disclosed to the
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Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO were as follows:

REEGDI£36HEF 2 ELMA
ZRGEIARZBR (ARREER
TETHRABRBRINDMT

Percentage of
the Company’s
issued share

capital
Capacity and Number of EARAT
Name of Shareholder Notes nature of interest shares BERITRAE
RRAE M EREHRME RPEE Btk
Greenford Company Limited 1 Directly beneficially owned 155,931,035 30.50%
ERERER
Century Technology Holding Limited ] Directly beneficially owned 155,931,035 30.50%
Bakersfield Global Corporation 9 Directly beneficially owned 92,418,549 18.08%
ERERER
Cititrust (Cayman) Limited (4) Through controlled corporations 404,280,619 79.08%
FRZEGIAF
Notes: B 5

M

The entire issued share capital of Greenford Company Limited
is beneficially owned by Mr. Yip Heon Ping, a Director of the
Company.

The entire issued share capital of Century Technology Holding
Limited is beneficially owned by Mr. Yip Seng Mun, a Director
of the Company.

The entire issued share capital of Bakersfield Global
Corporation is beneficially owned by Mr. Yip Seng Mun, a
Director of the Company.

404,280,619 shares were held through Greenford Company
Limited, Century Technology Holding Limited and Bakersfield
Global Corporation as trustee of The Greenford Unit Trust, The
Century Unit Trust and The Bakersfield Unit Trust, respectively,
all of the units of which were held by Cititrust (Cayman) Limited
as trustee of The New Millennium Trust, a discretionary family
trust established with Mr. Yip Heon Ping as the discretionary
object for the time being. Cititrust (Cayman) Limited is a
wholly-owned subsidiary of Citibank Overseas Investment
Corporation which in turn is owned by Citibank N.A.

RENKRERAER QA

)

Greenford Company Limited % #ff &, 3%

TRAAARAREEFEMTEEER

®E -

Century Technology Holding Limited %=

BEBHITRABRARERERER %
BnHEAR -

Bakersfield Global Corporationz & 2
BRAAAAREFERERAET
mUER

& #£404,280,619 % % {7 F1 Greenford
Company Limited - Century
Technology Holding Limited &
Bakersfield Global Corporation 2 7l LA
The Greenford Unit Trust + The Century
Unit Trust f2 The Bakersfield Unit Trust
ZEFEANFNHFE - MBEBMEMNS
FA Cititrust (Cayman) Limited A The New
Millennium TrustZ 5t A S FF A -

The New Millennium Trust /& — 18 &
NEMTEERZEIEHRMREZ
2 R&{Z5E ° Cititrust (Cayman)
Limited /£ Citibank Overseas Investment
Corporation Z 2 &M @A R + M
Citibank Overseas Investment
Corporation X ACitibank N.A.FT#EA ©
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Save as disclosed above, as at 30 June 2005, the
Company has not been notified by any persons (other than
Directors or chief executive of the Company) who had
interests or short positions in the shares or underlying
shares 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 which were recorded in the
register required to be kept by the Company under Section
336 of the SFO.

COMPETING INTERESTS

None of the Directors or the management shareholders of
the Company or their respective associates (as defined
under the GEM Listing Rules) have any interests in a
business which competes or may compete with the
business of the Group, or has any other conflict of interest
with the Group during the period under review.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the three months ended 30 June 2005, neither the
Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s listed securities.

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company is in the process of reviewing its corporate
governance practices and will report in its half-year
financial report on the compliance of the Code on
Corporate Governance Practices (“Code on CG
Practices”).
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AUDIT COMMITTEE

The Company established an audit committee (“Audit
Committee”) on 7 March 2000 and has formulated its
written terms of reference in accordance with the
provisions set out in the Code on CG Practices. The
existing Audit Committee of the Company comprises three
independent non-executive Directors, namely Mr. James
T. Siano (Chairman of the Audit Committee), Mr. Au Shing
Kwok and Ms. Tse Yuet Ling, Justine. The primary duties
of the Audit Committee include the review and supervision
of the Group’s financial reporting system and internal
control procedures, review of the Group’s financial
information and review of the relationship with the auditors
of the Company. The Audit Committee has reviewed the
draft of this report and has provided advice and comments
thereon.

REMUNERATION COMMITTEE

According to the Code on CG Practices, the Company
established its remuneration committee (“Remuneration
Committee”) on 17 June 2005 with written terms of
reference. The Remuneration Committee comprises two
independent non-executive Directors of the Company,
namely Mr. Au Shing Kwok (Chairman of the Remuneration
Committee), Ms. Tse Yuet Ling, Justine and one executive
Director, Mr. Yip Heon Keung.

The principal responsibilities of the Remuneration
Committee include making recommendations to the Board
on the Company’s policy and structure for all remuneration
of Directors and senior management and reviewing the
specific remuneration packages of all executive Directors
and senior management by reference to corporate goals
and objectives resolved by the Board from time to time.

By Order of the Board
Yip Seng Mun

Chairman

Hong Kong, 9 August 2005
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