PROSTEN TECHNOLOGY HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited //ab///ty)

REMBEBRER QA

(RESHS VZHRAIE])
Stock Code &A1 5% : 8026




CEELFE-FEFERE

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

e

Turnover of the Group for the three months
ended 30 June 2007 amounted to HK$6,713,000,
representing a decrease of 59% as compared to the
corresponding period in the previous financial year.

The Group’s gross profit was HK$5,838,000,
representing a decrease of 43% compared with the
same period of last year.

The Group recorded a profit from operations of
HK$309,000 for the three months ended 30 June
2007 compared to a loss of HK$7,722,000 in the
same period of 2006.

Profit attributable to equity holders of the Company
for the three months ended 30 June 2007
amounted to HK$580,000, as compared to a loss of
HK$7,724,000 in the same period of 2006.

The Board does not recommend the payment of any
interim dividend for the three months ended 30 June
2007.
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UNAUDITED CONSOLIDATED RESULTS ABERGEEER

The Board of Directors (the “Board”) of the Company is HAAGIEEZES([EEE )ESH
pleased to announce the unaudited consolidated results AR T REMBEAG([ANEEDEZE
of the Company and its subsidiaries (the “Group”) for —ZEZE+EXNA=+HIF=@AZX
the three months ended 30 June 2007 together with the — AATIZAFAELE @ B[R —ZTZ/RFMH
unaudited comparative figures for the corresponding period  Hi 7 R E XL EEFZM T ¢

in 2006 as follows:

Three months ended 30 June
BERA=THL=EA

2007 2006
Note HK$'000 HK$'000
It 4 &3 ZZERE
Mz FhER ThT
(Unaudited) (Unaudited)
(REER) (RigzR)
Turnover BER 2 6,713 16,237
Cost of sales HENK (875) (5,993)
Gross profit el 5,838 10,244
Other income ELLON 724 315
Selling expenses HERX (1,062) (7,730)
General and administrative expenses —RROERX (4,612) (10,007)
Other operating expenses EthiB2mH% (579) (544)
Profit/(loss) from operations meEA/ (BR) 309 (7,722)
Fair value gain on derivative MaRERTETAS
component of convertible bonds he A TFEERE 421 -
Finance costs HBER (150) @
Profit/{loss) before tax BEAER/(BR) 580 (7,724)
Income tax FriEH 3 - -
Profit/(loss) for the period attributable RARRREEAER
to equity holders of the Company HRER/ (B8) 580 (7,724
Eamings/(loss) per share SREN/(BE) 4
Basic ER HKO0.1 (HK1.5)
centsiEfl cents &1L
Diluted %% HK0.05 N/A

cents Bl TEA
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ZERLFE-FEEEHE

Notes:

Basis of Preparation

The Group’s unaudited consolidated results have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which comprise Hong Kong Financial
Reporting Standards; Hong Kong Accounting Standards; and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants, accounting principles generally accepted
in Hong Kong and the applicable disclosures required by the
GEM Listing Rules.

The unaudited consolidated results have been prepared under
the historical cost convention, as modified by the revaluation of
investments which are carried at their fair values.

The preparation of unaudited consolidated results in conformity
with HKFRSs requires the use of certain key assumptions
and estimates. It also requires management to exercise its
judgements in the process of applying the accounting policies.

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 2007.

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

Turnover

The Group’s turnover represents the net invoiced value of
goods sold, after allowances for returns and trade discounts,
business tax, where applicable, and services rendered.

Income Tax

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 2007 (2006: 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 (2006: Nil).

-

Rt

EREERABRA

REERE

FEEZREEREARETIRER
BRI AGEMZ FEMERRE
A EETBRBEN D (BEREY
BERRER BRI ERLRE) -
BRELERM G RARAIZER E
MRAERZ RBEERMRR -

REBZRAERTDRBELKAE
fliRE - WERE TERATEEBIE
ZEREZEHMIEHERT

RENABBWBRREN 2 RER
BIRAXEERERETEERR
BEr MEREZEREA G EHEK
B2 E A -

REREBERGAXERAZEES
ABE DEGRASEBRE_ZTT
tFZA=ZTHLEFEZZFHER
MBEREMEMEEH— B

REBERGAEHE
BEE®EM -

BARRBRE

EE S

$;‘%@ZM¥%ETEE HEERRATER
FIRFFEMBRRE ~ 4740 - &R
‘@Fﬁ)?&i%‘é‘m@ifﬁ

FREH

RAEERBE_ZTZLFRA
:+E¢—flﬁ1/xﬁ§$i§%ﬁ§§%

Big A BN EE L EEFEHR
Z R TREFE)  RfibigR

ZRERVUEM D RBEAEEEE XY
FEZBEREM 2 BITEN  RER
1B PIIR & IRAT B R GH HE -

HARRGHEAREEARERZE
EHRBE(ZTTREF &) -

al



BT FFFEEERE | First Quarterly Report 2007

Earnings/(loss) per Share 4. BREA(FHE)

HE-_ZZ+FA=+tHIL=MEA
ZERRAEDHBEARGEBREARR
BERMREBEE_TTEFSA=T
A=A ZBREREEBTIZAT

The calculation of basic and diluted earnings per share
attributable to equity holders of the Company for the three
months ended 30 June 2007 and the calculation of basic loss
per share for the three months ended 30 June 2006 are based

on the following data:

B

2007 2006
HK$’000 HK$’000
—ETLEF —TEREF
FiB FAT

Earnings/(loss) BRI (E58)
Earnings/(loss) for the purpose Gt &R EARZA T/ (E18)

of basic earnings/(loss) mE2&F,/(&i8) -

per share, being profit/(loss) ENAARESIFEA

for the period attributable to FE(REAP = F, (B598)

equity holders of the Company 580 (7,724)

Effect of dilutive potential
ordinary shares:
Notional interest expenses
on liability component of

BEREERR s PE:

A EFRERD
ZHFEFEBRX

convertible bonds 124
Fair value gain on derivative ~ AI# AR EHITE T A
component of convertible Z AT EERE
bonds (421)
For the purpose of diluted RERBEERAMS
earnings per share 283
Number of shares RH#E
Weighted average number of BEREREF](FE)
ordinary shares for the [t RS ak-3ilie 4=
purpose of basic earnings/
(loss) per share 592,375,000 531,475,275
Effect of dilutive potential BrEEL AR R
ordinary shares:
Share options fE AR 14,806,613
Convertible bonds BE:disE 8,241,758
Weighted average number REREERFME 2
of ordinary shares for the T HERIREA
purpose of diluted earnings
per share

615,423,371

BE_ZZRFAAZTHL=@EA
ZEREEBRIZFLRY  RITE
BRESERTRBRTK -

The diluted loss per share for the three months ended 30 June
2006 was not presented as the exercise of the share options
would result in a decrease in loss per share.
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5. Reserves

At 1 April 2006 RZET FNA-A
Share issue expenses BEIRHFAX
Loss for the period HiEE

Total recongnised income HRERRAK
and expense for the period ~ FI & 4238

Issue of shares Sl
Recognition of share-based AL R 17
payments AERRNR
At 30 June 2006 RZZTARERA=TH

At 1 April 2007

Profit for the period
Recognition of share-based ~ #72JA B (7
payments BANFR
Transfer HE
At 30 June 2007 RZZTLERA=1H

‘ Prosten Technology Holdings Limited | # & # #£ &k & R 2 A

5. &
Foreign
Share  Statutory  currency Share-based
premium reserve translation  payments
account fund reserve reserve Accumulated
R EER HNEE  RHARK losses Total
RER BES Rk AREE  BREE @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET TET FET FET FiET
339,275 53 954 283 (371,533) (30,968)
(133) - - - - (133)
- - - - (7,724) (7,724)
(139) - - - (7,724) (7,857)
2,045 - - - - 2,045
- - - 461 - 461
341,187 53 954 744 (379,257) (36,319)
348,159 53 1,926 1,204 (405,936) (54,594)
- - - - 580 580
- - - 105 - 105
- - - (20) 20 -
348,159 53 1,926 1,289 (405,336) (53,909)
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INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the three months ended 30 June 2007
(2006: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group recorded a decrease of 59% in total turnover to
HK$6,713,000 for the three months ended 30 June 2007,
compared with the corresponding period last year. The
significant decrease was primarily due to the cessation of
the wireless value added services business of SMS, WAP,
IVRS and MMS since February 2007 which accounted for
HK$15,582,000 of turnover in the first quarter of last year.

During the period under review, the wireless mobile music
search service is becoming the major source of revenue
for the Group. Revenue from the wireless mobile music
search increased significantly from HK$3,060,000 to
HK$6,394,000, representing an increase of approximately
109% as compared with the fourth quarter in last year.
The Group expects that the solid revenue growth in
wireless mobile music search will be sustained through
the implementation of mobile music search services
enrichment and diversification, launching numerous
promotion and marketing campaign and strengthening the
cooperation with the major business partner, China Mobile.

The Group’s gross profit margin for the three months
ended 30 June 2007 was 87%, which represented an
improvement over the gross profit margin of 63% as
recorded in the corresponding period in prior year.
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In comparison with the same period last year, there was a
relatively substantial decrease by HK$6,668,000 or 86%
in the selling expenses of the Group for the three months
ended 30 June 2007. This was mainly due to the decrease
in marketing and promotion activities spending from the
wireless value added services business of SMS, WAP,
IVRS and MMS. During the period under review, the Group
reduced its general and administrative expenses by 54%
to HK$4,612,000, compared with the same period last
year. The decrease was mainly attributed by decreases
of approximately 69% in staff costs. The Group’s total
operating expenses of HK$6,403,000 showed a 65%
decline comparing with the corresponding period last year.

The profit for the period attributable to equity holders of
the Company for the three months ended 30 June 2007
amounted to HK$580,000, significantly improved by
HK$8,304,000 as compared to that of last year. Excluding
the net impact of fair value gain on derivative component of
convertible bonds and notional interest expenses on liability
component of convertible bonds of HK$297,000, the
profit attributable to equity holders of the Company for the
quarterly period would have been shown as HK$283,000.

Financial Position, Liquidity and Gearing Ratio

The total equity of the Group as at 30 June 2007 was
HK$5,328,000 (30 June 2006: HK$19,919,000). The Group
has net current assets of HK$26,336,000 (30 June 2006:
HK$14,570,000). The Group’s current ratio, as a ratio of
current assets to current liabilities, was approximately 2.9
as at 30 June 2007 (30 June 2006: 1.5). As at 30 June
2007, the gearing ratio of the Group, as a ratio of total
borrowings of total equity, was 535% (30 June 2006: 0%).

The Group had bank and cash balances of HK$26,889,000
as at 30 June 2007 (30 June 2006: HK$14,738,000).
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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 set out as
follows.

Issue of Convertible Bonds under General Mandate

Pursuant to a convertible bonds subscription agreement
dated 30 April 2007, the Company issued certain five-
year HK$28,800,000 zero-coupon convertible bonds
(“Convertible Bonds”) (which may be converted into
shares to be alloted and issued under general mandate)
to a subscriber which is an existing shareholder of the
Company. The Convertible Bonds are convertible into new
shares at the conversion price initially of HK$0.96 per share
(subject to adjustment) at any time during the five years
commencing from the date of first issue of the Convertible
Bonds (the “Convertible Bonds Subscription”).

If the holder(s) of the Convertible Bonds exercise the
conversion right attached to the Convertible Bonds in
full at the initial conversion price of HK$0.96 per share,
a total of 30,000,000 shares will be issued, representing
about 5.06% of the issued share capital of the Company
before exercise the conversion right and representing
approximately 4.82% of the issued share capital of the
Company as enlarged by such issue. If the holder(s) of the
Convertible Bonds exercise the conversion right attached
to the Convertible Bonds in full at the adjusted conversion
price of HK$0.50 per share, a total of 57,600,000 shares will
be issued, representing about 9.72% of the issued share
capital of the Company before exercise the conversion right
and representing approximately 8.86% of the issued share
capital of the Company as enlarged by such issue.

The net proceeds from the issue of the Convertible Bonds
was approximately HK$28,000,000. The Company will use
such net proceeds for general working capital of the Group.
The Convertible Bonds Subscription was completed on 6
June 2007. There was no movement in the number of these
Convertible Bonds during the period.
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Business Review and Outlook

Following the completion of business restructuring in
the fourth quarter of last year, the Group’s core business
during the quarter under review was wireless music
search services. The revenue from mobile music search
services for the quarter ended 30 June 2007 amounted to
HK$6,394,000, representing a remarkable growth of 109%
compared with the fourth quarter in last year. However, the
total turnover was decreased by HK$9,524,000 or 59% to
HK$6,713,000 due to the termination of SMS, WAP, IVRS
and MMS services since February 2007.

During the period under review, the Group continued to
stimulate the music search penetration rate both in the
volume of SMS and the music download rate. Through a
series of marketing and promotion activities, the current
number of music search users already exceeded 40 million
and the publicity of the Group’s mobile music search
services continued to increase. The management believes
the market penetration of the mobile music search services
will be gradually increased in the coming quarters. In
addition, the Group developed alliances with some well-
known wireless internet services companies in China.
Also, the Group carried out cooperations with some record
companies to promote its wireless mobile music search
services and China Mobile’s Color Ring Back Tone number
“12530”. By forming alliances with these companies and
performing extensive promotion campaigns with China
Mobile, the management expects the wireless music
search user base will be surging in the foreseeable future.
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To cope with mobile user’s needs and satisfy their changing
consumption pattern, the Group continued to focus on
the enhancement of its intelligent navigation engine and
music search platform. Besides, the Group developed a
comprehensive music database, which can analyze the
characteristics of music product according to artist, album,
music style and other features. Such powerful database
enables the Group to analyze the personalized favors for
each mobile user, therefore the Group can deliver the more
tailor-made recommendations and relevant information
(e.g. new songs and recent news of their favourite artists)
to search users. The Group will continue to develop new
searching functions and applications in order to deliver
easy, speedy and personalized wireless search services.

In the meantime, the Group will continue to enforce the
budget control system and make effort on collection of
account receivables. Besides, the Group will commit itself
fully to provide its mobile users with easy, efficient and
accurate music search experiences. Looking forward, the
Group will seize potential opportunities and explore new
markets by leveraging and consolidating its competitive
advantages in terms of its technology, marketing and sales
channels, relationship with China Mobile and scale of
operation. The Group has strong determination to turn into
profit in 2007 and take its business into a new phase in the
future.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2007, 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

EERKRD HERORES
BN AR

N-ZTE+FENA=1+HE EEKT
BITBABRAR R s 5%

E(EERBHFRHERITESR
EEAEH ) EXVER) 2 B - ERER%
M RESFFHEBRBEESFRBAEEG
EXVEBETRESHEBAME AR A
R Rz EmA R (BIERIEE
% I HAE (5 U AB BB 16 SR S48 E 1E sk
BEBEEZEZIAR) B
AR BB IEE 5 & HA & 14 58 352
EEF 2 ECMAZERIAR K
REARRRIFTERNE B E HR1TES

regarding securities transactions by Directors adopted %5 2 17/ASFRIZBRME AN T KR#E A
by the Company, to be notified to the Company and the  FrZ s AR T :

Exchange, were as follows:

Long positions in the ordinary shares of the Company

RAARBBERZER

Percentage of

the Company’s

issued share

capital

Note (3)

Capacity and Number of RN

nature of interest  ordinary shares ERITRA

Name of Director Notes FHR ZER Aok

BERR Lok BEHEEE RHEE W5 (3)

Mr. Yip Heon Wai 0] Interest of a controlled corporation 100,000,000 16.88%
EmgErE RIEFIRE 2

Mr. Yip Heon Keung ) Interest of controlled corporations 404,280,619 68.25%
ErEtsE REHIDE 2R
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Notes:

M

These shares are held by Uniright Group Limited (“Uniright”)
and its entire issued share capital is held by Mr Yip Heon Wai
and Mr. Yip Heon Keung in equal shares. By virtue of the SFO,
Mr. Yip Heon Wai is deemed to be interested in the 100,000,000
shares of the Company held by Uniright.

Among these shares, an aggregate of 304,280,619 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 (“Ace Central”) as the
trustee of The New Millennium Trust, a discretionary family
trust and Mr. Yip Heon Keung is the sole director and sole
shareholder of Ace Central. 100,000,000 shares are held by
Uniright and its entire issued capital is held by Mr. Yip Heon
Wai and Mr. Yip Heon Keung in equal shares. By virtue of
the SFO, Mr. Yip Heon Keung is deemed to be interested in
the 304,280,619 shares of the Company held by Ace Central
and 100,000,000 shares of the Company held by Uniright,
respectively.

Based on 592,375,000 shares in issue as at 30 June 2007.

Mr. Yip Seng Mun and Mr. Yip Heon Ping have retired as
Directors of the Company but remained as members of an
advisory committee of a subsidiary of the Group since 6 June
2007.

R EZ M & & K B B 2 7| Prosten Technology Holdings Limited

5]

W]

(©)]

4)

First Quarterly Report 2007

Rt

#Z %[ 1% B Uniright Group Limited
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Unit Trust 2 ZFEA S0 FE - 2515
#t .2 B8 B (15 Ace Central Group
Limited ([Ace Centrall) A The New
Millennium Trust(—I8 2 # K & {5 7E)
ZEIAROEE  MEMBLER
Ace Central 7 M —E H L HE—E ©
100,000,000 f&f% {7 # Uniright #5745
H2BEBTRABERELERE
MR ESEREE - BBEEFLHAE
BBl - ERoR L AR R BIRAce
Central A 1% 78 /A 7] 304,280,619 A A%
3 K Uniright 7 3% 7K 2 71100,000,000
R PR HE2s o

RER-FFTLFENA=ZTRDHT
2592,375,000 A i 7 5+ 5

B-ZELFAARNAR  EERSE
EREMFEREBRERAAAZE
= ENAAEE-HHBARZE
MEZEEKE -



First Quarterly Report 2007 | —EE-+FE—FEFEEHRE

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
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”).

At the annual general meeting of the Company 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 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.

RAQAREERD 2H A
B AR Ak

ARAEHRE - REREE BER
BERBEARBEZRIDELERER
Bz BBERBEE RARSEER
BARBEERAKERESR - RIEAX
RAR_ZETZFE=ALAMRNZ
BRI EFgEREDE
HIERERNARBDEERAKERESR
R - AEREREREAR
B - B BN AR B KD
RZZTZTFE=A =+ )\BIEBM
BIR ETEFERER  AH10F
(TE&t&ED) -

EARBAR-_ZEZ-F+tA-+tHR
BRZBERBFAE L BRREBB
TRARR  HERUEREFRRHE
FHEIT 2B -

EARARBR-_ZEZT-_FMNAALBER
RzBREEIARE(TRREFIAE])
FOBRFERBBLEARSR  HE
RIEEF B RN — BT E
(T#raT8l]) - RERTEIRIEE - BT
BHIRBEFER L BIRE  HETE
ZEXRBEREM A EIDABR - A
REEIERTR R 2 A RRERSES
R R AT R EARIR T LALTE - ¥Rt 8B
—EE-FMA -+ =HRBER -
BH10F - RIEFTE  EF0 2
BEREREQTAEER2HEERY
RERGHE - DR ()R B LR H B B
FrE BIR(ER EMHIARARBRGEA
2R WHE  H()BEEHELE
AT REAR S BRI ARER L
FR B AN AR D 1E Bl AR 2 F 39 Uk T
& R(i)BRMEEZER(UARSE
BE) RBARAZERERK - 21
BRHBREZHZHRAZSHB LR
Fro1ER - ERMERENAS MR
HARE1BT -
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At the annual general meeting of the Company held on 25
July 2006 (the “AGM”), an ordinary resolution was passed
by the shareholders to approve the refreshing of the 10%
general limit on the grant of share options under the New
Scheme.

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 AGM.

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.

During the three months ended 30 June 2007, options
entitling their holders to subscribe for a total of 500,000
share options lapsed under the New Scheme. As at 30
June 2007, the Company had outstanding options to
subscribe for up to 27,365,000 shares and 16,830,000
shares under the Old Scheme and the New Scheme,
respectively.
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The following Directors were granted share options under A NEFHIRIFETZERBERENUR
the Old Scheme to subscribe for shares of the Company, BANBRGD  FBWOT :
details of which are as follows:

Number of share options
BREZE

Dateof  Exercise period  Exercise price

At 1 April Lapsed Transferred At 30 June share options  of share options of share options
2007 during during 2007 re-granted re-granted re-granted
Name of Director H=ZE+ % the period theperiod ~ RZEEtE BRE ERERE ERBRE
EEHE mA-H PR Bk ~BZTH ERAH ZifEHR TR
HKS
B
Mr. Yip Seng Mun* 6,000,000 - (6,000,000) - 22August2001 22 August 2001 to 0.40
ERREA ZET-F 21 August2011
NAZtZH ZZT-F
NAZtZRE
“E-F
NAZ+-R
Mr. Yip Heon Ping* 6,300,000 - (6,300,000) - 22August2001 22 August 2001 to 0.40
EmTig: ZET-F 21 August 2011
NAZ+zR ZE%-F
NAZ+ZRZE
—E-F
NE-+-8
Mr. Yip Heon Wai* 5,300,000 - - 5,300,000 22 August 2001 22 August 2001 to 0.40
EmikE’ ZET-F 21 August2011
NE-tZR ZET-%
NAZ+ZRZE
3
NAZ+-H
Mr. Yip Heon Keung 5,300,000 - - 5300,000 22 August 2001 22 August 2001 to 0.40
Emgis “ET-F 21 August2011
NRZt+ZH “EE3-f
NAZ+ZRE
E-E
\AZ+—H
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Mr. Yip Seng Mun and Mr. Yip Heon Ping have retired as
Directors of the Company but remained as members of an
advisory committee of a subsidiary of the Group since 6 June
2007. Pursuant to the Old Scheme, they are still entitled to their
share options to subscribe for 6,000,000 shares and 6,300,000
shares of the Company respectively in their capacity as
employees of the Group.

In addition to the options to subscribe for up to 5,300,000
shares 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 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
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2007, shareholders (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 were
as follows:

Interest or short positions in the ordinary shares or
underlying shares of the Company

FTERRZESZRKR

RIZEZLFRNA=TH REARQH
Bty SARBI R D h A IRIBE 5 R M
EEPIEXVEIE2 R E3D A2 X
AMARAIRTE - HBRENARF
RBEES LB EIRDIFEIB6IEETZ
Bz AR B, SAREBR D
BEARZBR(ARAESHE
BITHRABRRIN T :

\

N

RAXDEBRIEBERD 2 EEHR
HR

Percentage of

the Company’s

Number of issued share

ordinary shares or capital

underlying shares Note (13)

Capacity and Note (12) HARDE

nature of interest EBR BRETRAR

Name of shareholder Notes FHR HERGEA Rl

BRRAR i BHEME Bt st (12) PR EE (13)

Greenford Company Limited 0] Directly beneficially owned 122,597,702 (L) 20.70%
BERERHEER

Century Technology Holding Limited  (2) Directly beneficially owned 122,597,701(L) 20.70%
BEEERER

Bakersfield Global Corporation ©)] Directly beneficially owned 59,085,216 (L) 9.97%
BERERHEER

Ace Central Group Limited (4) Trustee of a discretionary 304,280,619 (L) 51.37%

(as trustee of The New
Millennium Trust)

family trust & through
controlled corporations

(JAThe New Millennium Trust 2RERRETZ
2ETENER) ZHEALES
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Percentage of

the Company’s
Number of issued share
ordinary shares or capital
underlying shares Note (13)
Capacity and Note (12) EARAT
nature of interest ZERY BRITRAE
Name of shareholder Notes FHR HERHHE R
BRRAH i REME BiEE (12) &L (13)
Mr. Yip Heon Ping (1), 4) &(5) Object of a discretionary 304,280,619 (L) 51.37%
BRI ELE family trust & through
a controlled corporation
ERERIKETLZ
AEHRRER
bges NG|
Mr. Yip Seng Mun (2), 3), (4) & (6) Founder of a discretionary 304,280,619 (L) 51.37%
EEREE family trust & through
controlled corporations
ERRKETLZ
Bl AR BB
BT
Knicks Capital Inc. (7) Directly beneficially owned 51,125,000 (L) 8.63%
EREREE
Mr. Zhang Xingsheng (7)&(8) Beneficially owned & through 51,625,000 (L) 8.71%
REASE a controlled corporation
EREER
FRXEH AT
Uniright Group Limited 9 &(11) Directly beneficially owned 100,000,000 (L) 16.88%
HEERESR 57,142,857 (S) 9.65%
Tallmany Enterprises Limited (10) & (11) Directly beneficially owned 244,742,857 (L) 41.32%

EREGEE
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Notes:

Greenford Company Limited is a company incorporated in the
British Virgin Islands and its entire issued share capital is held
by Mr Yip Heon Ping, a former Director of the Company.

Century Technology Holding Limited is a company incorporated
in the British Virgin Islands and its entire issued share capital is
beneficially owned by Mr Yip Seng Mun, a former Director of
the Company.

Bakersfield Global Corporation is a company incorporated in
the British Virgin Islands and its entire issued share capital is
beneficially owned by Mr Yip Seng Mun, a former Director of
the Company.

An aggregate of 304,280,619 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. Both of them are the former
Directors of the Company.

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

By virtue of the SFO, Mr. Yip Heon Ping is also deemed to be
interested in the 304,280,619 shares of the Company as one of
the discretionary objects of The New Millennium Trust.

By virtue of the SFO, Mr. Yip Seng Mun is also deemed to be
interested in the 304,280,619 shares of the Company as the
founder of the New Millennium Trust.

Knicks Capital Inc. is a company incorporated in the British
Virgin Islands and its entire issued share capital is held by Mr.
Zhang Xingsheng.

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

-

Rt

Greenford Company Limited & — &
REBEZESFMRLIZAR A
EEHEEITRABAQFFEESLE
MFEEERE

Century Technology Holding Limited
REREBRERHSEMKIL R
A R EBITRABARRAAE
EEREREEERHES -

Bakersfield Global Corporation &—
HREBELHSEMKZZ AR
He2A e B#TREABARAMNTIES
EMRAEERES ©

# #£304,280,619 A% % 1 £ Greenford
Company Limited : Century
Technology Holding Limited &
Bakersfield Global Corporation %
AILAThe Greenfold Unit Trust * The
Century Unit Trust }2 The Bakersfield
Unit Trust ZZsEAFHEHH - 25
E 5t 2 FT A ¥ {19 B Ace Central
Group Limited 2A The New Millennium
Trust 2 ZEEAH 15 #5H + M1 The New
Millennium Trust & — I8 & k5 A2 R
FERBIPEARAERFEEREF
—RERAEHRMRZEERIKE
o MEHRARRZAEES -

RNATEREMMR A BAce Central
Group Limited,2 M —# = L H—RE ©

RIEEFH RS GG fEAThe New
Millennium Trust £ R — & 218 4
R ERFEENTFEEBERLALNA
304,280,619 & i 15 2 #E %5 ©

IRIEE % N EIE GG - YEAThe New
Millennium Trust 2 &l 3} A + B2 R 5
AN AR B A A A 51304,280,619
IRAR (5 2 #E o

Knicks Capital Inc. & — & 72 2 &8 2 &
BeEMi Iz AR E2HE T
IRARRBAE LRS-

SREE A 5 4 Jh B B 78 2 7]500,000 %
& 1n 2 18 A 2 o
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Uniright Group Limited (“Uniright”) is a company incorporated
in the British Virgin Islands and its entire issued share capital
is held by Mr Yip Heon Wai and Mr Yip Heon Keung in equal
shares, both being Directors of the Company.

Tallmany Enterprises Limited (“Tallmany”) is a company
incorporated in the British Virgin Islands and currently holds
30,000,000 shares of the Company. It is a wholly owned
subsidiary of China Broadband Capital Partners, L.P., a fund
established in the Cayman Island as an exempted limited
partnership (the “Fund”). 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 Dr. Edward
Tian indirectly. Dr. Xu Zhiming, a Director of the Company, is the
sole director of Tallmany.

Tallmany is also the holder of the Convertible Bonds issued by
the Company on 6 June 2007. If the convertible rights attached
to the Convertible Bonds are exercised in full at the initial
conversion price of HK$0.96 per share, Tallmany will become
interested in a total of 30,000,000 shares of the Company. If
the convertible rights attached to the Convertible Bonds are
exercised in full at the adjusted conversion price of HK$0.50 per
share, Tallmany will become interested in a total of 57,600,000
shares of the Company.

Simultaneously, Tallmany is also the holder of the zero-
coupon exchangeable bonds in the principal amount of
HK$30,000,000 due 2012 (“Exchangeable Bonds”) issued by
Uniright on 6 June 2007. If the exchange rights attached to the
Exchangeable Bonds are exercised in full at the initial exchange
price of HK$1.00 per share, a total of 30,000,000 shares of
the Company will be transferred by Uniright to Tallmany. If
the exchange rights attached to the Exchangeable Bonds are
exercised in full at the adjusted exchange price of HK$0.525
per share, a total of 57,142,857 shares of the Company will be
transferred by Uniright to Tallmany.

It is agreed between the parties to the Exchangeable Bonds
subscription agreement (“EB Subscription Agreement”) that
at completion, Uniright, as a chargor, shall deliver to Tallmany,
as a chargee, a duly executed share charge in respect of the
charging of 100,000,000 ordinary shares of the Company
(“Shares”) by Uniright in favor of Tallmany (“Share Charge”). On
6 June 2007, being the completion date of the EB Subscription
Agreement, Uniright executed and delivered the Share Charge
to Tallmany. Subject to the terms and conditions set out therein,
Uniright pledged 100,000,000 Shares to Tallmany as the
collateral created by this Share Charge.
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12. The letter “L” denotes long position in the ordinary shares
of the Company. The letter “S” denotes short position in the
underlying shares of the Company.

13. Based on 592,375,000 shares in issue as at 30 June 2007.

Save as disclosed above, as at 30 June 2007, 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.

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 three months ended 30 June 2007, neither
the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities.

12, [LI FHERRRAFEBR TR -
[8] FRARNADAEEEBMD 2%

P
B
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CORPORATE GOVERNANCE PRACTICES

Save as the deviation disclosed below, 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.

With respect to the deviation, the Code provision A.2.1.
provides that the roles of Chairman and Managing Director
should be separate and should not be performed by the
same individual. The division of responsibilities between
the Chairman and Managing Director should be clearly
established and set out in writing. During the period under
review, given that the size of the Group was relatively
small, Mr. Yip Heon Wai served the dual role of Chairman
and Managing Director following his appointment as the
Chairman of the Company on 6 June 2007. The Board
considers that the same person assuming dual roles
could help to command control of the Group’s operations.
Notwithstanding the above, the Board will review the
current organization structure from time to time and will
make appropriate changes when necessary.

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 three months ended 30 June 2007.

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.
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As at the date of this report, the 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.

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 Heon Wai

Chairman

Hong Kong, 9 August 2007
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