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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

ES

Turnover of the Group for the nine months ended
31 December 2006 amounted to approximately
HK$46,995,000, representing a decrease
of approximately 4% as compared to the
corresponding period in the previous financial
year.

Loss attributable to shareholders of the Company
for the nine months ended 31 December 2006
amounted to approximately HK$22,697,000,
representing an increase of approximately 14% as
compared with the same period of 2005.

The Board does not recommend the payment of
any interim dividend for the nine months ended 31
December 2006.
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UNAUDITED CONSOLIDATED RESULTS

The Board of Directors (the “Board”) of the Company is
pleased to announce the unaudited consolidated results
of the Company and its subsidiaries (the “Group”) for the
nine months and three months ended 31 December 2006
together with the comparative unaudited figures for the
corresponding periods in 2005 as follows:

Nine months ended
31 December

BEt-A=t-HLAER

REERFERE

AprRES((ESCDEREH -
ARRIREMBAR([AEEDEHZE
ZEERF+ZA=+—HILNEA
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N

Three months ended
31 December

BET-A=t—-HIL=MEA

2006 2005 2006 2005
“EERE “ETRE ZEERE —TThF
Notes HK$’000 HK$’000 HK$’000 HK$'000
LiE THET FET FHET FAEL
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited)
(REER)  (REER) (REER) (REERZ)
TURNOVER EEL 2 46,995 48,869 11,670 14,528
Cost of sales SHERMA (18,526) (24,828) (6,018) (7,101)
Gross profit 5 28,469 24,041 5,652 7,427
Other income HipA 811 1,182 310 449
Selling and distribution costs HERDHRA (23,104) (15,142) (6,719) (4,963)
General and administrative expenses *ﬁx&ﬁ BREX (27,888) (27,902) (8,897) (9,419)
Other operating expenses TR ERS (1,104) (2,131) (170) (932)
LOSS FROM OPERATIONS BEFE (22,816) (19,952) (9,824) (7,438)
Finance costs BBER (18) (24) (12) (14)
LOSS BEFORE TAXATION BBAEE (22,834) (19,976) (9,836) (7,452)
Taxation R 3 137 137 6) 6)
LOSS FOR THE PERIOD RATRER
ATTRIBUTABLE TO FEfE IR
SHAREHOLDERS B8
OF THE COMPANY (22,697) (19,839) (9,842) (7,458)
LOSS PER SHARE SREE 4
Basic 9N (HK4.1) (HK3.9) (HK1.7) (HK1.5)
cents 1l cents %1l cents &l cents 71l
Diluted i (HK4.0) N/A (HK1.7) N/A
cents Al TEA cents &l TEA

ENFE=FEFEHE
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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 (“HKFRSs”) (which also include Hong Kong
Accouting Standards (“HKAS”) and interpretations) issued
by the Hong Kong Institute of Certified Public Accountants,
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, as modified by the revaluation of certain
investments which are carried at their fair values.

The principal accounting policies used in the preparation
of the unaudited consolidated results are consistent with
those adopted in the preparation of the annual consolidated
financial statements of the Group for the year ended 31 March
20086, except in relation to the following new/revised HKFRSs,
HKASs and Interpretations (hereinafter collectively referred to
as the “new/revised HKFRSs”), which have become effective
for accounting periods beginning on or after April 2006, that
are adopted for the first time for the current period’s financial
statements:

HKAS 21 (Amendment) The Effects of Changes in Foreign

Exchange Rates
- Net Investment in a Foreign
Operation

HKAS 39 (Amendment) Cash Flow Hedge Accounting of Forecast
Intragroup Transactions

HKAS 39 (Amendment) The Fair Value Option

HK(IFRIC) —

Int 4 Determining whether an Arrangement

contains a Lease

The adoption of the above new/revised HKFRSs has no
material impact on the accounting policies of the Group
and the methods of computation in the Group’s unaudited
consolidated results.

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

Taxation

Nine months ended
31 December

BET-A=+-HINER

B

B RIRIEE 1 R R R
BIRE - 70 BEH(MER) 2%
FFME - ARENA RN EARS
EREARHE

IR
Three months ended

31 December

BEt-A=t-HL=fEA

2006 2005 2006 2005
ZRLRE —FTIF ZRTRE —TTRE
HK$’000 HK$°000 HK$°000 HK$'000
FER TAT TER FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RESEZ) (FREER) (REEZ) (REEZ)
Current period provision: KERE
Hong Kong BE - - - -
Elsewhere Hithg 6 6 6 6
6 6 6 6
Overprovision in TEBE
prior years B (143) (143) - -
Tax charge/(written back) BRRES
for the period ([=%) (137) (137) 6 6
Hong Kong profits tax has not been provided as the Group ARAEERBE ST F+_A

did not generate any assessable profits arising in Hong Kong
for the nine months and three months ended 31 December
2006 (2005: 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 nine
months and three months ended 31 December 2006 and at
the balance sheet date (2005: Nil).
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4. Loss per Share 4. BREE
The calculation of the basic and diluted loss per share for the BE_ZZEN_ZTTRF+_-A
nine months and three months ended 31 December 2006 and =t+—HIENEAR=EAZERER
2005 is based on the following data: NESHEBRRA T8RS -
Nine months ended Three months ended
31 December 31 December
BE+ZA=t-BLIER HE+TZA=t+-HL=fER
2006 2005 2006 2005
ZRLRE —ZThF ZRTRE —TTIF
HK$’000 HK$’000 HK$'000 HK$'000
TEx TAT TER FAr

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZ) (FREEER) (REEZ) (REEZ)

Loss B8
Loss for the period attributable to 7t/ &]f & fE {5 Ei A
shareholders of the Company g 22,697 19,839 9,842 7,458
Nine months ended Three months ended
31 December 31 December
BE+ZA=t-BLIER HE+TZA=t+-HL=fER
2006 2005 2006 2005
Number of shares RAEE ZEERF ZTTRF ZEERE —TTIF
Weighted average number of HEEREREEMA
ordinary shares for the purpose LRRMETIH
of basic loss per share 552,477,273 511,250,000 563,353,261 511,250,000
Effect of dilutive potential ordinary 7 BB RRIE ¥ L@ AR
shares in respect of share options 7 EHHTEFE 11,150,922 11,417,356
Weighted average number of AEEREEEERA
ordinary shares for the purpose ZEBRAETHE
of diluted loss per share 563,628,195 574,770,617

6 | RENEERAR QD B | —EEAFE=FLELEHE
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5. Reserves 5. f#fE
Foreign
Share Statutory currency Share
premium reserve  translation option Accumulated
account fund reserve reserve losses Total
Kt EER HEE BR g3t
BER FEE SR R g @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TiEn TEn FAL TAL TFAL

At 1 April 2005 (Audited)
Loss for the period

339,275 53 539 S (344,353) (4.486)
- - - - (19.839) (19,839

At 31 December 2005

(Unaudited) 339,275 53 539 - (364,192) (24,325)
At 1 April 2006 (Audited) 339,275 53 954 283 (371,533) (30,968)
Exchange differences arising

on consolidation of overseas

subsidiaries and net income

recognised directly in equity - - 731 - - 731
Loss for the period - - - - (22,697) (22,697)

Total recognised income and ~~ EiNEHEAMA

expense for the period - - 731 - (22,697) (21,966)
Recognition of share-based

payments - - - 671 - 671
Issue of new ordinary shares 8,884 - - - - 8,884
At 31 December 2006 K= F+-A=+-H

(Unaudited) (REER) 348,159 53 1,685 954 (394,230) (43,379)

FEEagLt | R ENEER AR 2 8|7
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INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the nine months ended 31 December
2006 (2005: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Financial Review
Revenue and Gross Profit

For the nine months ended 31 December 2006, the
Group’s turnover was HK$46,995,000, representing
a decrease of 4% as compared with the same period
last year. The Group’s newly launched wireless music
search services started to recognize revenue in Beijing
during the current period. The revenue from wireless
music search services during the current period was
insignificant to the Group, however, the Directors expect
its revenue will grow gradually in the coming quarters.
The revenue from mobile value added services (“MVAS”)
was slightly increased by HK$1,302,000 or 3% to
HK$45,177,000 as compared with the same period last
year. On the other hand, the Group’s revenue generated
from solution integration businesses were continuously
dropped by HK$4,161,000 or 83% to HK$833,000 during
this period.

For the three months ended 31 December 2006, the
Group’s turnover was dropped by HK$2,858,000 or 20%
as compared with the same period in 2005. Revenues
from MVAS was decreased by HK$2,091,000 or 16% to
HK$11,254,000 and the revenues from system integration
businesses were decreased by HK$928,000 or 78% to
HK$255,000 as compared to the corresponding period in
2005.
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Due to the tightening of supervision from telecom
operators and the varying regulatory environment in
China, MVAS revenue for the three months ended 31
December 2006 dropped by approximately 16% as
compared to the same period last year. In addition,
competition among MVAS services providers became
much stronger than previously and the profit margin is
shrinking accordingly in this quarter.

The Group’s gross profit for the nine months ended
31 December 2006 amounted to HK$28,469,000,
representing an increase of approximately HK$4,428,000
or 18% as compared to the corresponding period in
2005. In addition, the gross profit margin was increased
by 12% from 49% to 61% in the current period.

The increase in Group’s gross profit margin during
the nine-month period was mainly contributed by
the factors set out as follows. Firstly, the gross profit
margin for MVAS and wireless music search services
businesses were normally higher than solution integration
businesses. During the current period, revenues from
MVAS and wireless music search services accounted for
98% of the Group’s total turnover while it accounted for
90% in last year. Secondly, there was higher percentage
of MVAS revenue contributed by Wireless Application
Protocol (“WAP”) than Interactive Voice Response
Services (“IVRS”) during the current period. As the
gross profit margin for WAP is much higher than IVRS
due to WAP’s higher revenue sharing ratio with telecom
operators, the overall gross profit margin for MVAS was
increased accordingly. Lastly, the Group focused its
MVAS business strategy on launching promotion and
marketing activities. Cost of sales was decreased due to
the decrease in content provider fee and it contributed to
the increase of gross profit margin for MVAS.

Operating Expenses

The selling and distribution costs were increased by
HK$7,962,000 or 53% to HK$23,104,000 during the nine
months ended 31 December 2006. It was mainly due
to the increase in promotion and marketing expenses
incurred in MVAS business.
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The overall operating expenses including selling and
distribution costs, general and administrative expenses,
other operating expenses and finance costs amounted to
HK$52,114,000 for the nine months ended 31 December
2006, which was increased by HK$6,915,000 or 15% as
compared to the corresponding period in 2005.

Loss for the Period Attributable to Shareholders of the
Company

Loss attributable to shareholders of the Company
for the nine months ended 31 December 2006
was HK$22,697,000, representing an increase of
HK$2,858,000 or 14% as compared to the corresponding
period in 2005.

Financial Position, Liquidity, Gearing Ratio and
Financial Resources

The shareholders’ fund of the Group as at 31
December 2006 was HK$15,858,000 (31 March 2006:
HK$20,157,000). The Group had net current assets
of HK$9,483,000 as at 31 December 2006. (31 March
2006: HK$13,909,000). The Group’s current ratio was
approximately 1.3 as at 31 December 2006 (31 March
2006: 1.5). As at 31 December 2006, the gearing ratio of
the Group, as a ratio of total borrowings to shareholders’
fund, was 0%. (31 March 2006: 0%).

For the period under review, the Group financed its
operations mainly with its revenue from operation and the
proceeds from the issue of new ordinary shares during
the period. The Group had cash and bank balances
including pledged bank deposits of HK$14,148,000 as at
31 December 2006 (31 March 2006: HK$17,469,000).
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Capital Structure

The shares of the Company were listed on GEM on
28 March 2000. The change of the Company’s capital
structure during the period under review was mentioned
in the paragraphs headed “TOP-UP PLACING OF
EXISTING SHARES AND SUBSCRIPTION OF NEW
SHARES” and “PLACING OF NEW SHARES UNDER
GENERAL MANDATE” of this report.

Business Review and Outlook

For the third quarter of 2006, MVAS revenue was
HK$11,254,000, representing a 16% decrease from the
same period last year and a 39% decrease from the
previous quarter of current year. It was mainly due to the
adverse impact from the new policies and regulations
from China telecom operators and government, which are
more stringent. MVAS revenue accounted for 96% of the
Group’s total revenues in the third quarter of 2006.

The Group’s gross profit was HK$5,652,000, the gross
profit margin declined to 48% as compared to 66% in
last quarter. Such sharp decrease was caused by the
drop of MVAS revenue but the corresponding fixed
costs of salary and other direct business costs were
incurred constantly during the current quarter. The
MVAS sector is disconsolate at the new policies and
regulations implemented by mobile operators and the
Ministry of Information Industry in China. To cope with the
unfavorable market condition, the Group re-structured its
MVAS organization by cutting cost and enhancing overall
efficiencies. In doing so, the Group has concentrated
its business focus on wireless music search services
based on its proprietary technology platform, Mobile
Intelligent Navigation Engine (“MINE”). As a result, the
search technology (MINE) was endorsed by China Mobile
as the exclusive music search engine nationwide. The
Group believes that its music search services will become
the major revenue driver for the year of 2007 and it will
compensate the revenue decline caused by the MVAS
business sector.
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On the broadband data network and Internet backbone
solutions business, the Group has completed the final
stage works of China Unicom VOIP phase six-extension
services project in all engaged provinces during the third
quarter. Consistent with the Group business direction, the
team is still mainly focusing on the completion of existing
projects and the collection of accounts receivable.

Through a series of testing in nationwide music search
platform and following almost a year’s discussion with
China Mobile in 2006, in early January 2007, Unison
Networking Services (Shanghai) Co., Ltd. (“Unison”), a
wholly owned subsidiary of the Company, has formally
signed an agreement with China Mobile for their
cooperation on wireless music search in the PRC. Unison
has become the sole provider for wireless music search
services on China Mobile’s central music platform over
the country, it marked a milestone for the Group. By
the end of January 2007, the number of wireless music
search users was approximately 15.6 million and the
users growth is expected to be strong in 2007. The
Group strives to meliorate and widen its user profile base
in order to increase the download rate and hence the
revenue shared with China Mobile accordingly.

Looking forward, the research and development team
continues to develop the next generation of the mobile
search engine and explore the possibility of the potential
co-operation with China Mobile. The Group is confident
of the wireless music search business development and it
will become the Group’s major revenue driver in the long
run. 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 2006, the interests or short positions
of the Directors and chief executive 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, to be notified to the Company and the
Exchange, were as follows:

EERKND - HERORES
ZREHNIAR

RZZZEXRF+=-—A=+—H EF
REBITBRABRAR T&ﬁ&ﬂﬁ
BEEE (EERES KRB ([F
RERE &0 ) EXVER) 2 ikt - 187
W@&ﬁ%#%ﬁmﬁﬁﬁ&%fﬁ
BIEXVEE T RESHEANEARRA
MBI 2 K2 Mﬁ<a%m§ﬁ
REEGHIAER I R S W E (ES R
BREZERIORR) + AR
NSIVES #&%fmm%%mm&
FrEoffAzEmSokE - SRR
KA Tﬁﬁ%ﬁﬁiiah% *32 5
ZITBSTREMGERNAR BB R

RERmEORRAT ¢

Long positions in the shares of the Company RAEQTRB 2 TR
Percentage of
the Company’s
issued share
capital
Note (4)
Capacity and Number of {EARAT
nature of interest  ordinary shares BRIRE
Name of Director Notes SR el BaLk
EEpE (=3 BHME RAEE Bi3E (4)
Mr. Yip Heon Ping (1) Object of a discretionary family trust & 404,280,619 68.25%
R interest of a controlled corporation
2RRREFAZERR
BREL VNGl
Mr. Yip Seng Mun (2) Founder of a discretionary family trust & 404,280,619 68.25%
EBRREE interest of controlled corporations
2RRKEFAZEPAR
B IUNG
Mr. Yip Heon Keung ()] Interest of a controlled corporation 404,280,619 68.25%

ES0E- /e

ENFE=FEFEHE

GNP 5

RENEEZERABRALQA|S



Prosten Technology Holdings Limited

Third Quarterly Report 2006

Notes:

(1

I REMBEERAER 2 3

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 director and sole shareholder
of Ace Central Group Limited, the trustee of The New
Millennium Trust as mentioned above.

Based on 592,375,000 shares in issue as at 31 December
2006.

\|

#% % % {7 A Greenford Company
Limited * Century Technology
Holding Limited &2 Bakersfield
Global Corporation? 7| LAThe
Greenford Unit Trust * The Century
Unit Trust }2 The Bakersfield Unit Trust
ZERAANFNFHE - ZEETZMEE
f7¥98 Ace Central Group Limited LA
The New Millennium Trust 2 5T A &
19%574 + M The New Millennium Trust
TYER A M T EERER — R 2R
EHRMRZ 2RREIERT -

% % W& W 155,931,035 % ik 15
Greenford Company Limited bA_Fill s
FEAF19%54A - Greenford Company
Limited 2 2 #E E1TR AR E R F 5%
SREHR -

B EH & H E K5 The New
Millennium Trust,Z B¢ 32 A K 8l ##
AEBREAEBERABEARAAA
404,280,619 fRA 15 2 125 ©

% % I’ - 155,931,035% & 9
292,418,549 [ [ {7 77 5ll # Century
Technology Holding Limited &
Bakersfield Global Corporation
LA E il 58 A & 19 #5 & - Century
Technology Holding Limited &
Bakersfield Global Corporation & H 2
2HEBITRAIRERR L EE R
e

# [/ 58 4t &£ AAce Central Group
Limited 2 M — 2% 20— - MAce
Central Group Limited & _t it The New
Millennium Trust 2 Z5EA ©

RER-ZFEXRNF+-_A=+—HEH
172 592,375,000 &R (D515 ©
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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 ordinary 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 ordinary shares of the Company at the
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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 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 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.

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 schemes of the Group must
not in aggregate exceed 30% of the relevant class of
securities of the Company in issue from time to time.

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.

A total of 10,980,000 share options at an exercise price of
HK$0.17 per share and a total of 1,000,000 share options
at an exercise price of HK$0.38 per share were granted
by the Company on 10 May 2006 and 29 June 2006
respectively. During the nine months ended December
2006, a total of 790,000 share options were lapsed
under the New Scheme. As at 31 December 2006, the
Company had outstanding options to subscribe for up to
27,365,000 shares and 20,580,000 shares under the Old
Scheme and the New Scheme, respectively.
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The following Directors were granted share options under
the Old Scheme to subscribe for shares of the Company,
details of which are as follows:

UTESREETSERBRENUR
BADERG @ FHIBET -

Number of share options
BREHE
Lapsed Date of  Exercise period Exercise price
At 1 April during At 31 December share options  of share options  of share options
2006 the period 2006 re-granted re-granted re-granted
Name of Director —EENE i RZBERE B MRE ERBRE ERERE
EEpE Eﬂ = %% tZA=t-R ERAH TSR 28
HK$
BT
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 22 August 2001 to 0.40
ERRA4E “EZT-F 21 August 2011
NAZTZH —ET-f
NAZ+ZRZE
5
\A=t+—-8
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 2001 to 0.40
EmTrs “ZT—4E 21 August 2011
NAZ+ZR —2T-F
NAZt=ZHZE
—F——F
NA=t+—8
Mr. Yip Heon Wai’ 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
Emgra’ —FE-f5 A August 2011
NA=+=R z
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
Emgts “EZ-F 21 August 2011
NB=+=A —TT-F
NAZt=RZE
5
\A=t+—-8
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# In addition to the 5,300,000 share options personally held
by Mr. Yip Heon Wai, he is also deemed to be interested
in the share options held by his spouse (in her capacity as
an employee of the Company) to subscribe for 4,300,000
ordinary shares of the Company at an exercise price of
HK$0.40 within the meaning of Part XV of the SFO, and whose
exercise period is from 22 August 2001 to 21 August 2011.

None of the Directors were granted share options under
the New Scheme to subscribe for shares of the Company.
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INTERESTS AND SHORT POSITIONS OF FERRZEZEAR
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2006, shareholders (other than the E@:%‘Ex‘*EJF’H :TL* B EAZIK
Directors or chief executive of the Company) who had /N

interests or short positions in the shares or underlying &Hﬂf{ 1§IJ§EXV*B%2&%3’\*BZM
shares of the Company which would fall to be disclosed X ZBMAAFTHE » B HERALD
to the Company under the provisions of Divisions 2 RIE#EE %5 & S 15015 336 (£EF
and 3 of Part XV of the SFO, or which were recorded in 7 &M Az AR TR B D
the register required to be kept by the Company under — Z#E2550KA 2 IRE (R AT EEH+

Section 336 of the SFO were as follows: ETBABRRIN T
Long positions in the shares of the Company RAEQNBRB 2R
Percentage of
the Company’s
issued share
capital
Note (8)
Capacity and Number of EARRT
nature of interest ordinary shares BETRA
Name of Shareholder Notes Fhk el B
RRAHE (i3 B ki Wizt 8)
Greenford Company Limited 1) Directly beneficially owned 155,931,035 26.325%
ERERHA
Century Technology Holding ) Directly beneficially owned 155,931,035 26.325%
Limited ERERES
Bakersfield Global Corporation (3) Directly beneficially owned 92,418,549 15.60%
ERERHA
Ace Central Group Limited (4) Trustee of a discretionary 404,280,619 68.25%
(as trustee of The New family trust & through
Millennium Trust) controlled corporations
(14 The New Millennium Trust 2RRGEIZZTARER
ZZFEAHR) REHIAF
Knicks Capital Inc. (5) Directly beneficially owned 51,125,000 8.63%
ERERHAR
Mr. Zhang Xingsheng (5) & (6) Beneficially owned & 51,625,000 8.711%
RS through a controlled corporation
EnlEE REBREHIAR
Tallmany Enterprises Limited (7) Directly beneficially owned 30,000,000 5.06%
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Notes:

(1

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 of 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.

Mr. Yip Heon Keung, a Director of the Company, is the sole
director and sole shareholder of Ace Central Group Limited.

The entire issued share capital of Knicks Capital Inc. is
beneficially owned by Mr. Zhang Xingsheng.

Mr. Zhang Xingsheng is also personally interested in 500,000
shares of the Company.

China Broadband Capital Partners, L.P., a fund established
in the Cayman Islands as an exempted limited partnership
(the “Fund”), holds the entire issued share capital of Tallmany
Enterprises Limited. CBC Partners, L.P. (“CBC Partners”)
holds approximately 1.01% of the issued share capital of the
Fund, which in turn is ultimately wholly owned by Mr. Edward
Tian indirectly.

Based on 592,375,000 shares in issue as at 31 December
2006.
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Save as disclosed above, as at 31 December 2006, the
Company has not been notified by any persons (other
than the 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.

TOP-UP PLACING OF EXISTING SHARES AND
SUBSCRIPTION OF NEW SHARES

Pursuant to a placing and subscription agreement dated
18 May 2006, 51,125,000 ordinary shares of HK$0.10
each of the Company were issued by way of top-up
placing at the price of HK$0.14 per share for cash to an
independent third party (the “Top-up Placing”).

The total of 51,125,000 placing shares represent 10% of
the Company’s issued share capital before the Top-up
Placing (511,250,000 ordinary shares) and approximately
9.09% of its enlarged issued share capital of the
Company after the Top-up Placing (562,375,000 ordinary
shares). The net proceeds from the Top-up Placing was
approximately HK$7,000,000. The top-up placing by
transfer of shares was completed on 25 May 2006 and
the top-up subscription was completed on 26 May 2006.
As at 31 December 2006, approximately HK$4,700,000
out of such proceeds were utilized as general working
capital of the Group. As to the remaining balance, (i)
approximately HK$2,000,000 is reserved for investment
in other relevant business opportunities that may arise in
the future, and (i) approximately HK$300,000 will be used
for general working capital of the Group.
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PLACING OF NEW SHARES UNDER GENERAL
MANDATE

Pursuant to a placing agreement dated 21 December
2006, 30,000,000 ordinary shares of HK$0.10 each of the
Company were issued under the general mandate at the
price of HK$0.34 per share for cash to an independent
third party (the “Placing”).

The total of 30,000,000 placing shares represents
approximately 5.33% of the Company’s issued share
capital before the Placing (562,375,000 ordinary shares)
and approximately 5.06% of its enlarged issued share
capital of the Company after the Placing (592,375,000
ordinary shares). The net proceeds from the Placing was
approximately HK$10,000,000. The Company will use
such net proceeds mainly for general working capital of
the Group. The Placing was completed on 29 December
2006.

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, REDEMPTION OR SALE OF THE
COMPANY’S LISTED SECURITIES

During the nine months ended 31 December 2006,
neither the Company nor any of its subsidiaries has
purchased, redeemed or sold any of the Company’s listed
securities.

2| RENEEZERABRLQ A

ZEENFEFERERS

RIE—RIREEEH R H

BE-_EERNE+-_A-+—B2ZE
Efpat 0 ARRIRE—REER—F
JB 7 58 = 77 %17 30,000,000 % &A% H
B010B 2 ik - LIRS SRIE
B0.34 B ([BEEEHE]) -

it & i 5 & £ 430,000,000 %
HARARREESHAD HITRA
(562,375,000 % & i % ) £95.33% -
RARBIREEEHELERAZE
1T A (592,375,000 % i %) 49
5.06% ° BLE BB FIBIBFEL
#10,000,000%8 7T ° AN 2 & # 7% AT
BREFZARAEB —HREEE
t e RESHEER_ZETAF+_A
—t+hBEREK -

R

REEHAN  SEERARFAZER
BER%HESEGZHEAL (EER
BIZER AR REAREEBEK
BRERAREEREFREANEEA T
MEMNEEFREES  BEHEE
Ef g o

BE BEIHEARAF 2L
™ 7 55

RBE-FEAE+-A=+-AL
NEAR - AR RSB 2
BEBE  BESLE AR AEF L
WS -




Third Quarterly Report 2006

Prosten Technology Holdings Limited

CORPORATE GOVERNANCE PRACTICES

The Company has complied with all the code provisions
set out in the Code on Corporate Governance Practices
as contained in Appendix 15 of the GEM Listing Rules
(“Code on CG Practices”) throughout the period under
review.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules. In
response to specific enquiry made by the Company,
each of the Directors gave confirmation that he/she
complied with the required standard of dealings and
the code of conduct regarding securities transactions
by the Directors throughout the nine months ended 31
December 2006.

AUDIT COMMITTEE

The Company established an audit committee (“Audit
Committee”) on 7 March 2000 and has formulated and
from time to time amended its written terms of reference
in accordance with the provisions set out in the Code
on CG Practices. The terms of reference of the Audit
Committee are available on the Company’s website.

The existing Audit Committee comprises three
independent non-executive Directors of the Company,
namely Mr. James T. Siano (Chairman of the Audit
Committee), Ms. Tse Yuet Ling, Justine and Ms. Lai May
Lun.

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

In accordance with the Code on CG Practices, the
Company established its remuneration committee
(“Remuneration Committee”) on 17 June 2005 with
written terms of reference. The terms of reference of the
Remuneration Committee are available on the Company’s
website.

The Remuneration Committee comprises two
independent non-executive Directors of the Company,
namely Ms. Tse Yuet Ling, Justine (Chairman of the
Remuneration Committee), Ms. Lai May Lun 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 February 2007
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