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Prosten Technology Holdings Limited

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 announcements 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 BWE

e Turnover of the Group for the nine months ended e AEBBE-_TTAF+Z
31 December 2005 amounted to approximately A=+—HBILhERAZE%
HK$48,869,000, representing an increase of %849 /48,869,000/8 7T © 8K
approximately 14% as compared to the FT—UBRFERSBLEAY
corresponding period in the previous financial year. 14% -

e Net loss from ordinary activities attributable to e HEZZTTERAF+=-A=+
shareholders for the nine months ended 31 —BIEABERZKRFEWEB
December 2005 amounted to approximately BEBEBEBFEOR
HK$19,839,000, representing a decrease of 19,839,000/ 7L ' R—-ZTE
approximately 35% as compared with the same VY 4E 2 [ BB A £935% ©
period of 2004.

e The Board does not recommend the payment of e EXERTEANHE=ZET
any interim dividend for the nine months ended 31 AFE+ZA=+—HIEAE
December 2005. RAIREAE AR ERE -

RENKERAE R @ A | —ETnFE=FFFEHE
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UNAUDITED CONSOLIDATED RESULTS AERBERGEEEE

The Board of Directors (the “Board”) of the Company is AAFAEEE ([EEF|)EHEMH
pleased to announce the unaudited consolidated results AR FTREKMBE AT ([AEE])H
of the Company and its subsidiaries (the “Group”) forthe Z_-_ZZTHFE+_-_A=+—HIL 1@
nine months and three months ended 31 December 2005 AR ={AF 2 RAEFEIZIG A EE @ &
together with the comparative unaudited figures for the A == Z/UF FH 2 RACEZ LB E

corresponding periods in 2004 as follows: FHOT -
Nine months ended Three months ended
31 December 31 December
BE+-A=1-HL BEt-A=f-HLt
niEA =fiA
2005 2004 2005 2004

“ZRREF -TEQNE CERIEF -TEEAF
Notes HK$'000 HK$'000 HK$'000 HK$'000
(i TER TETL TER TER

TURNOVER EEE 2 48,869 42,963 14,528 12,905
Cost of sales HERK (24,828) (29,527) (7,101) (9,007)
Gross profit 7 24,041 13,436 7,427 3,898
Other revenue Hilia 1,182 2,068 449 328
Selling and distribution costs HERDHERA (15,142) (14,795) (4,963) (4,665)
General and administrative expenses —RRTBREE (27,902) (30,977) (9,419) (10,256)
Other operating expenses EEERY (2,131) (1,023) (932) (362)
LOSS FROM OPERATING LexBER

ACTIVITIES (19,952) (31,291) (7,438) (11,057)
Finance costs B%ER (24) (34) (14) (10)
LOSS BEFORE TAX BBAER (19,976) (31,325) (7,452) (11,067)
Tax #IE 3 137 634 ) -
NET LOSS FROM ORDINARY RRELAE

ACTIVITIES ATTRIBUTABLE *BEERH

TO SHAREHOLDERS (19,839) (30,691) (7,458) (11,067)
LOSS PER SHARE BREE 4

Basic X (HK3.9 cents) (HK6.0 cents) (HK1.5 cents) (HK2.2 cents)
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Notes:

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. The unaudited consolidated results
have been prepared under the historical cost convention
except for certain financial instruments which are measured
at fair values, as appropriate.

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 HKAS 32 and HKAS 39 has resulted in a
change in the accounting policy for recognition, derecognition,
measurement and disclosure of financial instruments. Prior to
1 April 2005, investments of the Group were classified as short
term investments and were stated at fair value.

In accordance with HKAS 39, investments are classified into
available-for-sale financial assets, financial assets at fair value
through profit or loss, loans and receivables, and held-to-
maturity investments. The classification depends on the
purpose of holding the investments. Under this accounting
standard, the investments of the Group are classified as
financial assets at fair value through profit or loss and are
stated at fair value. The changes in accounting policies have
been made in accordance with the transitional provision of
HKAS 39. The investments of the Group are reclassified from
“short term investments” to “financial assets at fair value
through profit or loss” and no financial impact has arisen as a
result of the change.

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 nine
months ended 31 December 2005 and accordingly, no
adjustment has been recorded to reflect the impact of applying
HKFRS 2 in the unaudited consolidated results for the nine
months ended 31 December 2005.
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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.

Tax

Nine months ended
31 December

ﬁ’f‘iﬁ(?ﬂ&%?l\ R RS
AR A B 2B R A R R
/Rjt,ﬂﬁiik??% °

AEEZGARECRADAZHFZ
-

EEFHECDHEEREMERREL
HBRE 0 EEB (WER) &
ZHREFE MAKERAARHEZE
AZSGEREREREB L -

BIE

Three months ended
31 December

HE+-A=t—-8L BE+-_A=+—-A81L
A8 A
2005 2004 2005 2004
“ZTRE Z—TTNF C—ZTTRF —TITNF
HK$’000 HK$’000 HK$’000 HK$’000
FTER FET FER FTET
Current period provision: REARE
Hong Kong 5 - - -
Elsewhere Hithith [ 12 6 -
12 6 -
Hong Kong profits REFEMEH
tax refunded (503) - -
Overprovision in prior years £ 4 18 & # 5 (143) (143) - -
Tax charge/(written back) HRzBBEZ S, (B#)
for the period (137) (634) 6 -

Hong Kong profits tax has not been provided as the Group
did not generate any assessable profits arising in Hong Kong
for the nine months and three months ended 31 December
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.

The Group’s subsidiary operating in the PRC is adjudicated
as a “i= ¥ i 1 % by the PRC governmental authority. In
accordance with a notice issued by the PRC governmental
authority, the subsidiary is entitled to a subvention on 3.5% of
its assessable profits for the period from 1 January to 31
December 2005 when all attaching conditions are complied
with.

There was no unprovided deferred tax in respect of the nine
months and three months ended 31 December 2005 and at
the balance sheet date (2004: Nil).
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Loss per Share 4. BREB
The calculation of basic loss per share amount for the nine HE-_ZTRH&+-_A=+—HItI
months and three months ended 31 December 2005 are based BEAR=ZEAZzEBREXREIESE
on the unaudited net loss from ordinary activities attributable = WZ*”“%VHQ?FEH HEER
to shareholders of HK$19,839,000 (nine months ended 31 B 18 F 55 519,839,000/ 7T (B = =
December 2004: net loss from ordinary activities attributable TZMm $+_ﬂ =+ —HIEAER :
to shareholders of HK$30,691,000) and HK$7,458,000 (three BRREEMLMBEEBKBIEBE TS
months ended 31 December 2004: net loss from ordinary 30,691,000/ 7t) 7,458,0007% 7t (&
activities attributable to shareholders of HK$11,067,000), E_ZTNFE+_A=+—HIE=E
respectively, and on the weighted average number of A BRRELCBEZTEBEBRZE
511,250,000 ordinary shares (both for the nine months and 11,067,000/ 7T) @ AR A MEEHIME
three months ended 31 December 2004: 511,250,000 ordinary BAEBRZMEFTHERH
shares) in issue throughout the periods. 511,250,000/ L@ (HZE 22N
FH+ZA=+—BIEAEAR=1
A : 511,250,000% & @ A%) 5+ & ©
The amount of diluted loss per share for the nine months and HE_ZZAGR-_ZTZNFE+=A
three months ended 31 December 2005 and 2004 have not =t+—BUEANMEARR=EAZEKRE
been disclosed, as the share options outstanding had an anti- EBBeBEILSERE  BRTEZ
dilutive effect on the basic loss per share for the periods. BEREUZEHRA I ERERNEEE
R#gETE -
Reserves 5. &%
Share Statutory Exchange
premium reserve  fluctuation
account fund reserve Accumulated
L) EE R EHE losses Total
RER EES BiEE 25t EE @5t
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
FET FET TR FiEx Fix
At 1 April 2004 RZZTMEMNA—H
(Audited) (EE%) 339,275 53 335 (312,544) 27,119
Net loss for the period BREBTE - - - (30,691) (30,691)
At 31 December 2004 RZFEWMF+-_A=+—8
(Unaudited) (REER) 339,275 53 335 (343,235) (3572)
At 1 April 2005 RZZTHEFMA—A
(Audited) (BE%) 339,275 53 539 (344,353) (4,486
Net loss for the period BAEETE - - - (19,839) (19,839)
At 31 December 2005 RZERRF+-A=+—-H
(Unaudited) (REER) 339,275 53 539 (364,192)  (24325)

28 K&
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INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the nine months ended 31 December
2005 (2004: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The consolidated turnover for the nine months ended 31
December 2005 was HK$48,869,000, representing an
increase by HK$5,906,000 or 14% as compared with the
same period last year. During the nine-month period,
revenue from the Mobile Value Added Services (“MVAS”)
business was increased by 84% to HK$43,875,000 while
revenue from solution integration business was decreased
by 74% to HK$4,994,000 as compared to the same period
in 2004.

The increase in MVAS business was attributable to the
increase in revenues from the Group’s Interactive Voice
Response Services (“IVRS”), Wireless Application
Protocol (“WAP”) and Multimedia Messaging Services
(“MMS”) platforms and partly offset by the decrease in
the revenue from Short Messaging Services (“SMS”). The
decrease in revenue from SMS was due to the change in
operational procedures with China Mobile at the beginning
of this period and the tightening of market regulations in
this sector. The Group has developed a more diversified
revenue mix in the MVAS segment attributable to the
growth of IVRS and WAP, notwithstanding the slow down
of SMS.

For the three months ended 31 December 2005, the
Group’s consolidated turnover was slightly increased by
HK$1,623,000 or 13% as compared with the same quarter
in last year. The revenue from MVAS business was
increased by 60% to HK$13,345,000 and the revenue from
solution integration business was decreased by 74% to
HK$1,183,000.
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As compared with the same periods of last year, the
Group’s gross profit for the nine-month period was
significantly increased by 79% to HK$24,041,000 and
increased by 91% to HK$7,427,000 for the three-month
period. In addition, the Group’s gross profit margin was
increased by 18% to 49% for the nine-month period and
increased by 21% to 51% for the three-month period. The
improvement in gross profit and gross profit margin was
due to the proportion of MVAS revenue over the Group’s
total revenue being significantly increased and the gross
profit margin for this segment is much higher than solution
integration business.

During the nine-month period, the selling and distribution
costs were slightly increased by 2% to approximately
HK$15,142,000 when compared to the corresponding
period in 2004. The increase was mainly caused by the
increase in promotion and marketing expenses in IVRS
and WAP. On the other hand, the general and
administrative expenses were reduced by 10% to
HK$27,902,000 as a result of the Group’s cost control
effort. The other operating expenses were increased by
108% to HK$2,131,000 due to the Group’s research and
development team expanding during the period.

The overall operating expenses including selling and
distribution costs, general and administrative expenses,
other operating expenses and finance costs amounted to
HK$45,199,000 for the period under review, which was
slightly decreased by 4% as compared to the same period
in 2004.

The Group’s net loss from ordinary activities attributable
to shareholders for the nine-month period in 2005 was
HK$19,839,000, representing a decrease of
HK$10,852,000 or 35% as compared to the
corresponding period in last year.
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Financial Position, Liquidity, Financial Resources and
Gearing Ratio

The shareholders’ fund of the Group as at 31 December
2005 was HK$26,800,000 (31 December 2004:
HK$47,553,000). The Group had net current assets of
HK$19,802,000 (31 December 2004: HK$43,344,000). The
Group’s current ratio, as a ratio of current assets to current
liabilities, was approximately 1.6 as at 31 December 2005
(31 December 2004: 2.2).

The Group had cash and bank balances including pledged
bank deposits of HK$26,170,000 as at 31 December 2005
(31 December 2004: HK$42,469,000). During the period
under review, the Group financed its operations mainly
with its revenue from operations, internal resources and
balance of proceeds from initial public offering. The
Group’s financial and liquidity positions remain at a stable
level. As at 31 December 2005, the gearing ratio of the
Group, as a ratio of total borrowings to shareholders’ fund,
was 0% (31 December 2004: 5.9%).

Business Review and Outlook

During the third quarter, the Group continued to
concentrate on its wireless Internet business. The revenue
contributed by the MVAS business represented about
90% of the Group’s overall revenue. The SMS revenue
slightly declined by around 5% during the nine months
under review, and it was mainly due to the telecom
operators’ change in the policies and regulations in the
SMS sector. On the other hand, the Group successfully
boosted its revenue in other services lines, especially in
WAP and IVRS.
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Since the first quarter of this fiscal year, the WAP operation
platform has been re-structured and deployed on various
strategic alliances with various business partners and
media enterprises. By increasing the breadth of content
and service, the WAP contributes to increase the overall
attractiveness of its products offering to the mobile users.
In order to increase its brand awareness among mobile
users, the WAP team initiated significant marketing
activities in some major provinces and it will continue to
develop more innovative WAP products to address the
growing WAP market in Mainland China.

Through a series of testing and marketing campaign in
the first half of 2005, the Mobile Intelligent Navigation
Engine (“MINE”) music search engine was commercially
launched in several key provinces through the contracts
signed with China Mobile. The Group believes that the
number of users will continue to grow with the Group’s
marketing activities. The Group will continue to expand
this new strategic product to other key cities and
provinces in Mainland China, which help to provide a new
income source to the Group in the near future.

On the broadband data network and Internet backbone
solutions business, the Group has completed the final
stage works of China Unicom VOIP V projects in 10
provinces. In addition, the Group processed the
preliminary stage of the China Unicom VOIP phase six-
extension project in the provinces of Heilongjiang, Anhui,
Jiangxi and Ningxia. Also, the preliminary stage works in
Shandong and Chongging have been completed during
the third quarter. In line with the Group business direction,
the team is still mainly focusing on the completion of
existing projects and the collection of accounts
receivable.

Overall, the Group plans to set up a more competitive
human resources policy in order to continue on its
tightening cost control and enhance cost efficiencies. The
Directors believe that the market demand for the Group’s
products and services will grow continuously. As a result,
the Group will keep on diversifying its business into
provision of wireless Internet services in Mainland China.
The Group will strive to improve its operating results with
the aim of returning to profitability.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 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 - HEROREE
H2EBRKR

R-ZETRF+_A=+—H8 AR
REERETETHRAEBRARRHHE
A ER (TR REFRAEK
Bl ([ 5 R EEEG ) EXVEL) 2k
H -~ HERERG REEZFHEEIREE
H L S PIEXVERE TR E8D HA
MEARARNBI R R ZEERAR
(PREEERBEESKAERD 2Z
FERXEREBSIAR AEE 2 X
B) SR ERARRIRELFRPE
BRBIZEIGEBEF 2 B MR 2
wmEAR C IRBERRAFCHNZE
FETEHFR HZESTR ([BEST
BI)) BAEANA B R R P2 e sk
KEWT -

REAQBROZHR
Percentage of

the Company’s
issued share

Capacity and Number of capital

nature of interest  ordinary shares r N

Name of Director Notes FH K ZER BEITRA

EEpg Misr BEME ROEE Bk

Mr. Yip Heon Ping (1) Object of a discretionary family trust 404,280,619 79.08%
EmFrsE & interest of a controlled corporation
2RRGEEEZHER
REGAR 2R

Mr. Yip Seng Mun ) Founder of a discretionary family trust 404,280,619 79.08%
EBRLAE & interest of controlled corporations
PREFKGEELZERAR
XEHAR 2R

Mr. Yip Heon Keung 3) Interest of a controlled corporation 404,280,619 79.08%

Emaktst

REG DRz #ER
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These shares are 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 are held by Ace Central Group Limited
as the trustee of The New Millennium Trust, a discretionary
family trust established with Mr. Yip Heon Ping as one of the
discretionary objects for the time being.

Among these shares, 155,931,035 shares held by Greenford
Company Limited as trustee mentioned above. The entire
issued share capital in Greenford Company Limited is
beneficially owned by Mr. Yip Heon Ping.

By virtue of the SFO, Mr. Yip Seng Mun, being the settlor and
the founder of The New Millennium Trust, is deemed to be
interested in the 404,280,619 shares of the Company.

Among these shares, 155,931,035 shares held by Century
Technology Holding Limited and 92,418,549 shares held by
Bakersfield Global Corporation as trustees mentioned above.
The entire issued share capital in each of Century Technology
Holding Limited and Bakersfield Global Corporation is
beneficially owned by Mr. Yip Seng Mun.

Mr. Yip Heon Keung is the sole beneficial owner of Ace Central
Group Limited, the trustee of The New Millennium Trust as
mentioned above.

CEX

M

% % & 17 B3 Greenford Company
Limited * Century Technology Holding
Limited 2 Bakersfield Global
Corporation %l LA The Greenford Unit
Trust » The Century Unit Trust}2 The
Bakersfield Unit Trust” 5 55 A & 19 £
o ZERERZMAEMSAACe
Central Group LimitedAThe New
Millennium Trust” 3L A B 19354 -
i The New Millennium TrustJ5 & B 1A
ERFEEREP—B2RIAELHR
MRz E2BRIEET -

E -+ Greenford Company Limited
mEXFMIERTTEAN HE
155,931,035/ % 5 - Greenford
Company Limited 2 2 #8 2 317 & A< i
ERTErEERES °

BEZHFRBEGRY  EBREE S
/The New Millennium Trust 8 & 1%
FARBIBA  HEARKXRQR
404,280,619 it fH B = -

H &+ Century Technology Holding
Limited & Bakersfield Global
Corporationfi £ X FTilt{fE A FEA -
S Al E155,931,0358% ik 17
92,418,549/ k15 - Century
Technology Holding Limited &
Bakersfield Global Corporation & 2~
2HEBITRAAEBRAEERE
P

Mgk ER LN The New
Millennium TrustZ & 5t A Ace Central
Group Limited” Mf — Z 25 A A
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Long positions in 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.

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 under the New Scheme 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 (ii) the average closing price
of the shares of the Company on the GEM as stated in the
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Exchange’s daily quotation sheets for the five trading days
immediately preceding the date of the offer of grant; and
(iii) 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.

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.

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.

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
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.

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 nine months ended 31 December
2005, a total of 120,000 and 3,070,000 share options were
lapsed under the Old Scheme and the New Scheme,
respectively. As at 31 December 2005, the Company had
outstanding options to subscribe for up to 27,365,000
shares and 8,210,000 shares under the Old Scheme and
the New Scheme, respectively.
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The following Directors were granted share options under LA N E SR FEEFT EERBREUR
the Old Scheme to subscribe for shares of the Company, BARXATND « FBEWT -
details of which are as follows:

Number of share options
BREZE
Lapsed Date of Exercise period Exercise price
At 1 April during At 31 December share options  of share options  of share options
2005 the period 2005 re-granted re-granted re-granted
Name of Director ~ R=ZER%E Hi R-ZEE%E BRE BERBRE ERBRE
EEHE mA-H %% tZB=t-AH ERAH ZITRAR PAG 3
HKS
BT
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 22 August 2001 to 0.40
ERREA -5%- 21 August 2011
NEZ+ZH Z3T-f
NAZ+=RZ
“E-%
NAZt-H
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 2001 to 0.40
EmTis -5%- 21 August 2011
NEZt+ZH Z3%-f%
NAZ+ZRZ
“E-%
NE=+-H
Mr. Yip Heon Wai* 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
Emgra ZEZ-F 21 August 2011
NAZt+ZR “2%-%
NAZ+ZRZ
It
NAZ+-8
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
EAoE Pited Z%%- 21 August 2011
NAZt+ZR “2%-%
NAZ+ZREZ
E-F
NAZ+-8
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The following Director was granted share options under LA N E SR EH T EERBREUR
the New Scheme to subscribe for shares of the Company, BARXATED - FBWT -
details of which are as follows:

Number of share options
BEREHE
Lapsed Date of Exercise period Exercise price
At 1 April during At 31 December share options  of share options  of share options
2005 the period 2005 granted granted granted
Name of Director ~ R=ZER%E HR R-ZEE%E BRE R BRE R BRE
ESHE MmA-H F3 TZA=t-H REAH ZTRBR ZRE
HKS
BT
Mr. Au Shing Kwok* 500,000 (500,000) - 22 May 2002 22 May 2002 to 0.26
RAEELE Z3%C 21 May 2012
BAZTZH Z23E
ffA-tzZAZ
o
fA-t-A
#  In addition to the 5,300,000 share options personally held by #  EEHELER T EARA 25,300,000
Mr. Yip Heon Wai, he is also deemed to be interested in the MBS - BEBEEFRBERNE
share options held by his spouse (in her capacity as an XVES « H IR A B (AKX
employee of the Company) to subscribe for 4,300,000 ordinary NREE F17) FTis A 2 R iE#R
shares of the Company at an exercise price of HK$0.40 within ZE R A IRITEE0.40/8 TTRIE
the meaning of Part XV of the SFO, and whose exercise period N2 E)4,300,000/% & i@ AL - 4T EAER
is from 22 August 2001 to 22 August 2011. T —F )\t ZHEZZT——

FENAZ+ZBIE-

## 500,000 share options lapsed following the passing away of # O ERSEN_ZETRFNA/N\BEH
Mr. Au on 8 August 2005. f& - 500,00017 i i B K 2L ©
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2005, shareholders (other than the é\
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 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:

Name of Shareholder Notes
RR AR Lk
Greenford Company Limited 1)

Century Technology Holding Limited 2

Bakersfield Global Corporation ()]

Ace Central Group Limited
(as trustee of The New
Millennium Trust)
(bAThe New Millennium
Trustz ZEA 1)

“%LJ\

Eﬁ%&%

FERRZESZK

EERFETRAER

Number of

Capacity and ordinary shares

nature of interest ZER

SO REREME RHEA

Directly beneficially owned 155,931,035
EREGRAE

Directly beneficially owned 155,931,035
ERERER

Directly beneficially owned 92,418,549
EREGREAE

Trustee of a discretionary 404,280,619

family trust & through

controlled corporations

1%%&@&ZX%A
RBEBIZEHA

N
RTE

TTRFE+-_A=+—8" #¢
1517 8 AR BE AR 19 7R i B AR IR 2B
%W“ﬂ#@ﬂ&%&“%ZM
MANRRE - HEHAEA
ﬁmﬁmmﬁﬁfzﬂ
Az ESAEZRE (EA
HQP)M‘F-

Percentage of
the Company’s
issued share
capital
BEARAH
BRITRA
BAL

30.50%

30.50%

18.08%

79.08%
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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.

An aggregate of 404,280,619 shares are held through
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 are
held by Ace Central Group Limited as the trustee of The New
Millennium Trust, a discretionary family trust established with
Mr. Yip Seng Mun as the founder and Mr. Yip Heon Ping as
one of the discretionary objects for the time being.

Ace Central Group Limited replaced Cititrust (Cayman) Limited
as the new trustee of The New Millennium Trust on 13
December 2005.

Save as disclosed above, as at 31 December 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.
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(1) Greenford Company Limited% & &, %
TRABRRAREFERAFEEER
HE -

(2) Century Technology Holding Limited%
BEBTREABFARREFTEERL
EEHES °

(3) Bakersfield Global Corporation® & &2
BIIRAARRRNEFEREREER
WA o

(4) & #£404,280,619 %A% 1% F Greenford
Company Limited - Century
Technology Holding Limited K&
Bakersfield Global Corporation? 5l LA
The Greenford Unit Trust + The Century
Unit Trust &2 The Bakersfield Unit Trust
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# {179 B3 Ace Central Group LimitedA
The New Millennium Trust> S 5E A &
954 M The New Millennium Trust
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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 nine months ended 31 December 2005, neither
the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities.

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 Corporate Governance
Practices (“Code on CG Practices”). Since the passing
away of Mr. Au Shing Kwok on 8 August 2005, the
Company has only two independent non-executive
Directors and two Audit Committee members, namely Mr.
James T. Siano (Chairman of the Audit Committee) and
Ms. Tse Yuet Ling, Justine. Currently, the Board is in the
process of identifying the potential candidate to fill the
outstanding positions of the independent non-executive
Director and the Audit Committee member of the
Company in compliance with Rules 5.05, 5.08 and 5.28 of
the GEM Listing Rules (the “Positions”). The Board will
use its best endeavour to complete the appointment of
the Positions as soon as practicable.

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.
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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. Since the passing away of Mr. Au Shing Kwok
on 8 August 2005, the Remuneration Committee has
comprised one independent non-executive Director of the
Company, Ms. Tse Yuet Ling, Justine (Chairman of the
Remuneration Committee) 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 the 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 February 2006
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