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

GEM has been established as a market designed to
accommodate companies to which a high investment
risk may be attached. In particular, companies may list
on GEM with neither a track record of profitability nor
any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the
emerging nature of companies listed on GEM and the
business sectors or countries in which the companies
operate. Prospective investors should be aware of the
potential risks of investing in such companies and
should make the decision to invest only after due and
careful consideration. The greater risk profile and
other characteristics of GEM mean that it is a market
more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on
GEM, there is a risk that securities traded on GEM may
be more susceptible to high market volatility than
securities traded on the Main Board and no assurance
is given that there will be a liquid market in the
securities traded on GEM.

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

The Exchange takes no responsibility for the contents of
this report, makes no representation as to its accuracy or
completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from, or in
reliance upon, the whole or any part of the contents of
this report.

This report, for which the directors (the “Directors”) of
Prosten Technology Holdings Limited (the “Company”)
collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the
Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm
that, to the best of their knowledge and belief, (1) the
information contained in this report is accurate and
complete in all material respects and not misleading; (2)
there are no other matters the omission of which would
make any statement in this report misleading; and (3) all
opinions expressed in this report have been arrived at after
due and careful consideration and are founded on bases
and assumptions that are fair and reasonable.

Prosten Technology Holdings Limited
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Prosten Technology Holdings Limited

REMFEEZERERZA

HIGHLIGHTS HE

Turnover of the Group for the six months ended
30 September 2003 amounted to approximately
HK$29,414,000, representing an increase of
approximately 120% as compared to the
corresponding period in the previous financial
year.

Net loss from ordinary activities attributable to
shareholders for the six months ended 30
September 2003 amounted to approximately
HK$22,310,000.

The Directors do not recommend the payment of
an interim dividend for the six months ended 30
September 2003.
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RESULTS

Prosten Technology Holdings Limited

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
six months and three months ended 30 September 2003
together with the unaudited comparative figures for the

corresponding periods in 2002 as follows:

CONDENSED CONSOLIDATED PROFIT AND LOSS

ACCOUNT

TURNOVER

Cost of sales

Gross profit

Other revenue

Selling and distribution costs
General and administrative expenses
Other operating expenses

LOSS FROM OPERATING
ACTMITIES

Finance costs
LOSS BEFORE TAX
Tax

NET LOSS FROM ORDINARY
ACTIVITIES ATTRIBUTABLE
TO SHAREHOLDERS

LOSS PER SHARE
Basic
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BHAEERR
Six months ended Three months ended
30 September 30 September
BEAA=TRLAER BENAZTRL=ZMA
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
Z22Zf  C-TE-E  CZBBZF  -2ICF
TiEn TER TER TER
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(REER) (REER)  (REER)  (REER)
29,414 13,346 15,871 7,956
(20,473) (8,787) (11,395) (5,523)
8,941 4,559 4,476 2,433
59 1,068 372 574
(9,242) (11,874) (5,751) (5617)
(21,652) (27,690) (10,598) (15,557)
(49) (2,869) (110) (1,488)
(21,853) (36,806) (11,611) (19,655)
(10) 1) (®) ®)
(21,863) (36,847) (11,616) (19,660)
(447) () (279) ®)
(22,310) (36,853) (11,895) (19,663)
(HK4.4 cents)  (HK7.2 cents)  (HK2.3 cents)  (HK3.8 cents)
(4.4784L) (7.2%10) (2.3%1L) (3871l
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Prosten Technology Holdings Limited

REMFEEZERERZA

CONDENSED CONSOLIDATED BALANCE SHEET fBGEEERER
30 September 31 March
hBA=+RH =ZA=+—8
2003 2003
HK$’000 HK$’000
Notes Z—ZE=F —EE=F
(k=3 FTH T FH&T
(Unaudited) (Audited)
(REEZ) (e HE %)
NON-CURRENT ASSETS ERBDEE
Fixed assets EEE 7 3,859 5,779
Intangible asset mEEE 8 4,560 5,922
Deposits and club debenture FEkEMES 1,514 1,512
9,933 13,213
CURRENT ASSETS RBEE
Inventories FE 9 8,820 9,776
Trade receivables FE IS BR 3K 10 14,392 20,552
Prepayments, deposits and ENRE T2k
other receivables H b fE U FRIE 6,308 4,346
Short term investments MEEE 3,230 3,218
Pledged bank deposits BEMIEITHER 7,547 3,909
Cash and cash equivalents RekREFED 72,814 87,755
113,111 129,556
CURRENT LIABILITIES REBEE
Trade payables FE R 11 16,729 14,204
Tax payable JE A B IR 1,705 1,432
Accrued liabilities, deposits EitaE BRI
received and other payables K E fth FE < 5RIB 7,467 7,992
Obligation under a finance lease 7 & # & & & 161 -
26,062 23,628
NET CURRENT ASSETS RBEEFE 87,049 105,928
TOTAL ASSETS LESS BEEHABER
CURRENT LIABILITIES REAE 96,982 119,141
NON-CURRENT LIABILITY kRBEE
Obligation under a BmERE
finance lease O 129 -
96,853 119,141
CAPITAL AND RESERVES EXRRHEE
Issued capital BT A 12 51,125 51,125
Reserves i 45,728 68,016
96,853 119,141
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lI Prosten Technology Holdings Limited
RENEEZERER XA

CONDENSED CONSOLIDATED STATEMENT OF B4 S RIZSH R
CHANGES IN EQUITY

Issued Exchange
share Share fluctuation
capital  premium reserve Accumulated
BT account EX losses  Sub-total Total
R+ RAEER KBEE ZHEA it @zt
HK$'000  HK$000  HK$'000 HK$'000  HK$'000  HK$'000
TER Thr TEn TET  ThR TAR

At 1 April 2002 R-ZZE-FmA-A
(Audited) (E&R) 51,125 339,275 9% (160,833) 178,537 229,662
Net loss for the period ~ HR F18 25 - - - (36,853  (36,853) (36,853

At30 September2002  WZTT-FNA=1H

(Unaudited) (REER) 51,125 339,275 9 (197,686) 141,684 192,809
At 1 April 2003 RZZTT=4MA—H
(Audited) (azk) 51,125 339,275 112 @71,371) 68,016 119,141

Exchange differences A ENHERFIRE

arising on consolidation MELZEHEZER

of overseas subsidiaries & B B BR TR 2 Yl

and gains not recognised

in the profit and loss

account - - 22 - 22 22
Net loss for the period BB B35 - - - (22310) (22,3100 (22,310)

At30 September 2003 R -ZEE=FAAZTH
(Unaudited) (REER) 51,125 339,275 134 (293,681) 45,728 96,853
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Prosten Technology Holdings Limited

CONDENSED CONSOLIDATED CASH FLOW

STATEMENT

Net cash outflow from
operating activities

Net cash inflow/(outflow)
from investing activities

Net cash outflow from
financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents
at beginning of period

Cash and cash equivalents
at end of period

Analysis of balances of cash
and cash equivalents

Cash and bank balances

Non-pledged time deposits
placed at financial
institutions with original
maturity of less than
three months

Other liquid funds
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Six months ended
30 September
BEAA=Z+HLEXEAR

2003 2002
HK$’000 HK$°000
—22R=F _—ZTT_F
FTERT FET
(Unaudited) (Unaudited)
(REEX) (REeEZ)
(10,706) (24,051)
(4,126) 8,195
(109) (2,357)
(14,941) (18,213)
87,755 127,096
72,814 108,883
9,494 14,132
45,658 42,971
17,662 51,780
72,814 108,883
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Notes:

Prosten Technology Holdings Limited

Basis of Preparation

The Group’s unaudited condensed interim financial
statements have been prepared in accordance with the
Hong Kong Statement of Standard Accounting Practice
(“SSAP”) No. 25 “Interim Financial Reporting” issued by
the Hong Kong Society of Accountants (“‘HKSA”) and the
disclosure requirements set out in Chapter 18 of the GEM
Listing Rules.

The condensed interim financial statements have been
prepared under the historical cost convertion except for the
re-measurement of short term investments. The accounting
policies adopted are consistent with those set out in the
Group’s annual financial statements for the year ended 31
March 2003, except that:

The Group has adopted, for the first time for the current
period’s unaudited condensed interim financial statements,
the SSAP 12 (Revised) “Income taxes” (“SSAP 12
(Revised)”) issued by the HKSA as follows:

SSAP 12 (Revised) principally prescribes the accounting
treatment and disclosures for deferred tax. In prior years,
deferred tax is provided using the income statement liability
method on all significant timing differences to the extent it
is probable that the liability will crystallise in the foreseeable
future. A deferred tax is not recognised until its realisation
is assured beyond reasonable doubt. SSAP 12 (Revised)
requires the adoption of the balance sheet liability method,
whereby deferred tax is recognised in respect of all
temporary differences between the carrying amount of
assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of
taxable profit, with limited exceptions. The adoption of
SSAP 12 (Revised) has had no material effect on the results
for the current or prior accounting periods.

The condensed interim financial statements are unaudited
but have been reviewed by the audit committee of the
Company.
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lIII Prosten Technology Holdings Limited
REMFEEZERERZA

2. Turnover and Revenue 2. EEERWR

Turnover represents the net invoiced value of goods sold, LEBEDHEE M ETIRERS
after allowances for returns and trade discounts, business MIMBRRE - 0 - EEB (WE
tax, where applicable, and services rendered. All significant BB2REFZE - FFAEEAR
intra-group transactions have been eliminated on A EARGERGARARY
consolidation. 8 o
An analysis of the Group’s turnover and other revenue is as AEHRSEXBRAMKEZHTMN
follows: o

Six months ended Three months ended

30 September 30 September
BZhA=+HL BZEZhA=+A8L
~E A =@A
2003 2002 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000
—EET=fF —TT_F —TT=HF —TT_F
FER FET FET FHET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER)

Turnover: EERE

Sale of goods EmEE 15,817 11,477 11,839 6,520
Services rendered 12 6t R 75 13,597 1,869 4,032 1,436
29,414 13,346 15,871 7,956

Other revenue: H %5
Interest income B A 567 938 352 472
Investment income ®RE WA 15 50 7 22
Others Hh 14 80 13 80
596 1,068 372 574
Total revenue 48 7 30,010 14,414 16,243 8,530
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lIII Prosten Technology Holdings Limited
RENEEZERER XA

3. Segment Information 3. 2 E R
The Group’s operating businesses are organised and REBKEEBIRAEBIEE LA
managed separately, according to the nature of their }EWZES:&ﬁﬁi‘%"ﬂ‘]tﬁ%ﬂﬁﬁq
operations and the products and services they provide. c REBBEEBKHHBIIE—HE
Each of the Group’s business segments represents a ?;nu R 2 B3R R R A B E
strategic business unit that offers products and services MEFD B RIEEBEL - X5
which are subject to risks and returns that are different from AW BEWOT

those of the other business segments. Summary details of
the business segments are as follows:

(a) Provision of broadband data networks and Internet (a) R ABIR A R E A
backbone solutions; FREBAFTR
(b) Provision of applications software; and (b) REEAEHE R
() Provision of e-commerce solutions and related IT (©) REEFHERRATRERE
consultancy services. BB REBZ ARG -
An analysis of the Group’s unaudited revenue and results AEEBRE_TT=_FR-_TT=
for the six months ended 30 September 2003 and 2002 by ¢ 71 A=+HIEREA T;z%i””\*
business segment is as follows: D2 AKBRRERERZD
mr
Provision of
Provision of e-commerce
broadband data solutions and related IT
networks and Internet Provision of consultancy services
backbone solutions applications R#ETEE
RURRBBALR software BAREEREER Total
ERBTREENSE REERRH NREBZRARE @it

2008 2002 2003 2002 2008 2002 2003 2002
HKS000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$000  HK$'000
CBRSE CRTCF CRESE CRECF CRRCE CTTCF C9RSE CFTCF

TEn fEr  FEx  TEx TR TEr  TEx  TiEx
Segment revenue: AHhE
Sales to external EFHE
customers RF 15,974 9,901 2,523 3114 10,917 331 29,414 13,346
Segment results PEET BA06)  (2741)  (1388) (5855 2855 (942 (1619)  (2354)
Unallocated expenses FORER (20,830)  (14,326)
Other revenue i 506 1,068
Loss from operating BEER
actites 52 (21853 (36.606)
Finance costs HBEER (10) )
Loss before tax BHAEE (21,863)  (36,847)
Tax HE (447) (6)
Net loss from ordinary [ & /B (&
activites attributable HR5KER
to shareholders w8 (22310)  (36,853)
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II Prosten Technology Holdings Limited
REMFEEZERERZA

4. Loss from Operating Activities 4. KREEBER
The Group’s loss from operating activities is arrived at after AREEE 2 O TS E R R T
charging: FIHEREH -
Six months ended Three months ended
30 September 30 September
BEAA=+HL BZAA=+AHL
~EA =@A
2003 2002 2003 2002

HK$’000 HK$°000 HK$°000 HK$°000
—EER=HF —TT-HF ZBEZF —TE_-F
FET FAET FET FETT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBEZ) (REBEZ) (KLER) (REFER)

Depreciation e 2,458 2,813 1,206 1,390
Minimum lease payments 4% ‘& 78 ) & (K
under operating leases: A #J 1 3K ¢
Land and buildings T REF 3,782 3,896 1,667 2,420
Staff costs (including BIRA (B
directors’ remuneration): Z£E &) ¢
Wages and salaries ITER¥© 13,327 20,097 6,496 10,769
Pension scheme RIA®EE
contributions 3R 936 1,129 499 672
Amortisation of an EREE
intangible asset 55 1,362 765 681 382
Amortisation of deferred i #E 7 &
development costs BRABE - 355 - 177
Loss on disposal of HEREEE
fixed assets &i8 349 24 91 24
5. Tax 5. |
Six months ended Three months ended
30 September 30 September
BZhA=+HL BZEZhA=+A8L
~E A =@A
2003 2002 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000
—EET=fF —TT_F —TE=HF —TT_F
FTERT FET FET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (KREER) (REER)

Current period provision: X HI 8 # -

Hong Kong B - - - -
Elsewhere E fib b (& 447 6 279 3

Tax charge for the period ~ EiN 2 i 1B % 1 447 6 279 3
10 Interim Report 2003 = £ F = F i B ¥ & #F &
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Prosten Technology Holdings Limited

Hong Kong profits tax has not been provided as the Group
did not generate any assessable profits arising in Hong
Kong for the six months and three months ended 30
September 2003 (2002: 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.

Loss Per Share

The calculation of basic loss per share for the six months
and three months ended 30 September 2003 are based on
the unaudited net loss attributable to shareholders of
HK$22,310,000 (six months ended 30 September 2002: net
loss of HK$36,853,000) and HK$11,895,000 (three months
ended 30 September 2002: net loss of HK$19,663,000),
respectively, and on the weighted average number of
511,250,000 ordinary shares (both for the six months and
the three months ended 30 September 2002: 511,250,000
ordinary shares) in issue throughout the periods.

Diluted loss per share amount for the six months and three
months ended 30 September 2003 and 2002 have not been
disclosed, as the share options and warrants outstanding
had an anti-dilutive effect on the basic loss per share for
the periods.

Fixed Assets

The movements of fixed assets of the Group were:

Net book value, beginning of & /% {& -

period/year B, FA
Additions NE
Disposals &
Depreciation e
Exchange adjustments [
Net book value, end of BREVFE -
period/year B AR

Interim Report 2003 = &

ERNRERER2 A

HARAEERHE-_ZT=FNA
=t HEREAR=EALEEKS
BRERVEN (ZFF_F - ﬂ) '

WA BEHBBFISH 2 BE
mtﬁEZFEu%%Rm*‘JEﬁTFK%I
BEEBRECRREL 2 RITA
0l 2BREMREBRITH I
CE: 3

=ZFNAA=FTRALEXE
AR=ZEAZEREXREBETID 5
BHR 2 RSEZ PR BB RF
#22,310,0008 T (RE-TZ - &
NAZ=Z+BLEXRER : BERFRA

f&A : Eﬂaaﬁéﬂs,ees,oooi’éﬁ)&
BRANBBITLARZ NETY
2511,250,0000% & @R (B = =%
E-FNAZtTALEAEAR=ME
A 511,250,0000% & @ %) 5t & -

HE_ZZ=FR_ZTZ_FNA
=tHIEANERR=EAZERE
EBBELBEWRAEHER  BAX
TEZERERBREZHHRNZ
BRERBEARESYE -

EE&EE
AEBZETEESSHMOT :
30 September 31 March
hA=+H =Z=A=+—H”
2003 2003
HK$’000 HK$’000
—BE=F —EET=F
FET F# T
(Unaudited) (Audited)
(REER) (&%)
5,779 11,173
953 551
(415) (513)
(2,458) (5,426)
- (6)
3,859 5,779
ZFEFHEES



lIII Prosten Technology Holdings Limited
REMFEEZERERZA

8. Intangible Asset 8. BREE
Intangible asset of the Group comprised: REBZEREERRE :
30 September 31 March
hB=+R =ZA=+-—8
2003 2003
HK$’000 HK$’000
—EE2=HF —ET=F
FET FA T
(Unaudited) (Audited)
(RGER) (&)
Net book value, beginning B ¥ 1& -
of the period/year By, F 5,922 44,359
Amortisation 5 (1,362) (8,413)
Impairment recognised in 18 3 BE W R
the profit and loss account 7 JE (& - (30,024)
Net book value, end of BRmEFE -
period/year R S ER 4,560 5,922
9. Inventories 9. 7E
30 September 31 March
hA=+RB =RA=+-—4
2003 2003
HK$’000 HK$’000
—BT=F —ZTT=F
FERT Fi# T
(Unaudited) (Audited)
(REE®K) (&)
Work in progress pea- Ty 4,160 5,651
Finished goods s 4,660 4,125
8,820 9,776
The carrying amount of inventories carried at net realisable RZTT=F=A=+—H ' £X
value included in the above was HK$625,000 as at 31 iR AT R FEIE 2 FERE
March 2003. {8 /3 625,000/% 7T °
12 Interim Report 2003 = £ F = F i B ¥ & #F &
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Prosten Technology Holdings Limited

Trade Receivables

Trade receivables, which generally have credit terms
pursuant to the provisions of the relevant contracts, are
recognised and carried at original invoice amount, and an
estimate for doubtful debts is made and deducted when
collection of the full amount is no longer probable. Bad
debts are written off as incurred.

An aged analysis of the Group’s trade receivables, net of
provisions, is as follows:

0 - 90 days 0Z90H

91 - 180 days 91H £180H
181 - 365 days 181H £365H
Over 365 days i 365H

Trade Payables

An aged analysis of the Group’s trade payables is as
follows:

0 - 90 days 0£90H

91 - 180 days 91H £180H
181 - 365 days 181H £365H
Over 365 days BB 365H

Interim Report 2003 — &
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10. EUWERR

RIEAA

WZHBE JEH&EE%R—
BRBBEERD - BURES

IR R 1A B

RERTUAERRIIE IET—J
B H 2 50 & 5 R ER (R 5T

W F AR

AR AN E LRSS -

AEE 2z AR (B BRIR) 2

BRommT
30 September 31 March
hA=+H =A=+—H
2003 2003
HK$’000 HK$ 000

—BE=F

FET FEIT
(Unaudited) (Audited)
(RGEXK) (&)
9,808 5,557
1,308 3,670
915 2,208
2,361 9,117
14,392 20,552

1. EAEX

REEZ BNRRZRRDOFOT

30 September 31 March
hA=+H =A=+—H
2003 2003
HK$’000 HK$’000
—BE=F T
FET FET
(Unaudited) (Audited)
(REBER) (&)
6,602 4,004
16 13
16 76
10,095 10,111
16,729 14,204

ER XN EYE



lIII Prosten Technology Holdings Limited
REBEERA

R 2> &
12, Share Capital 12, B
30 September 31 March
hA=+B =ZRA=+—H
2003 2003
HK$’000 HK$’000
—EBE=F T =F
FET FiE T
(Unaudited) (Audited)
(REE®Z) (&&=
Authorised: EERA
2,500,000,000 shares 2,500,000,0008% & %
of HK$0.10 each H{£0.107 T 2 17 250,000 250,000
Issued and fully paid: ERTRERRA :
511,250,000 shares 511,250,000/% & %
of HK$0.10 each E{E0.108 T 2 kD 51,125 51,125
13.  Operating Lease Arrangements 13. REBHZH
The Group leases certain of its office properties under AEBBRBEEENRHEEET
operating lease arrangements. Leases for properties are ME - REREEAMECRER
negotiated for terms ranging from one to four years. B—ENERE -
As at 30 September 2003, the Group had total future RZZTT=FNA=1+H X%
minimum lease payments under non-cancellable operating AR 4% B 1% i 1 BT R A A A
leases falling due as follows: Hgz&EEYONRERENT -
30 September 31 March
AB=+AH ZA=+—8
2003 2003
HK$’000 HK$’000
—ET=HF —ZET=F
FERT FHT
(Unaudited) (Audited)
(REER) (&)
Within one year —FR 5,680 5,629
In the second to fifth years, % =& % A F
inclusive (BIEERME) 6,154 7,458
11,834 13,087
The Company did not have any significant commitment AR AFEEE B I &0 ] B
under non-cancellable operating leases at the balance REBROZ ERALE -
sheet date.
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15.

15

Commitments

(i) Capital commitments contracted for

W B E A E
RER—BPE
(iR

Acquisition of fixed assets
Investment in a subsidiary
in the PRC

(ii) As at 30 September 2002, the Group had
outstanding commitments to provide funding
amounted to HK$1,311,000 for certain research
and development projects undertaken by an
independent third party in respect of the Group’s
product.

The Company had no significant commitments at the
balance sheet date.

Contingent Liabilities

The Group did not have any significant contingent liabilities
at the balance sheet date.

The Company has given corporate guarantees in favour of
certain banks to the extent of HK$32,756,000 (31 March
2003: HK$32,756,000) in respect of banking facilities
granted to certain subsidiaries of the Company.

As at 30 September 2003, the bank facilities granted to
the subsidiaries subject to these guarantees given to the
banks by the Company were utilised to the extent
of approximately HK$7,547,000 (31 March 2003:
HK$2,807,000).

Prosten Technology Holdings Limited
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14.

15.

ENHEERERZA

A

0] BTN RRFT N2 EARE

30 September 31 March
hAB=+H =A=+—H
2003 2003
HK$’000 HK$’000
—EE2=HF —ZEE=F
FET FET
(Unaudited) (Audited)
(REERK) (EEZ)
1 351

3,900 3,900

3,901 4,251

(i) R-_ZEZ-_FhLA=+H"
AEERBIE=HALE
B2 EMAT#ETZE THE
KFABIAR BRTR AL -
ARt IR E £ 31,311,000
BT o

RAFRAEE B L EERAE -

HREE

REEH  AEBEYEREMERSL
REME -

ANAFRBETFARRETHEAR
ZRITBMAEMAE THRTIEEAK
$#32,756,0008 T (T T =F=4
=+—H : 32,756,000/ 7T) 2 A A
BIR -

RZZFZE=FNAA=+H REXK
AAMBPITREZERMETHE
AEZRITRIE BB A 47,547,000
BT(ZEE=F=R=+—8:
2,807,000/ 7T ) ©
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INTERIM DIVIDEND

The Directors do not recommend the payment of an
interim dividend for the six months ended 30 September
2003 (2002: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

Turnover of the Group for the six months ended 30
September 2003 was HK$29.4 million, representing an
increase of approximately 120.4% over the corresponding
period in last year. This was mainly attributable to the
overall increase in IT consultancy and broadband
networking services for the period under review.

For the three months ended 30 September 2003, the
turnover of the Group amounted to HK$15.9 million,
representing an increase of approximately 99.5% as
compared with that of the three months ended 30
September 2002. This was mainly generated from
broadband data networks and internet backbone
solutions, and IT consultancy services of approximately
HK$11.8 million and HK$3.5 million respectively. Despite
the difficult market condition, the Group will continue to
diversify its customer base and products so as to enhance
its competitiveness in the China market. The Group
believes that it will be able to sustain the revenue growth
achieved in the first half year of 2003.

Details of the information relating to different business
segments of the Group have been set out in note 3 to the
Interim Results.

During the period under review, the Group still maintained
relatively high gross profit margin of 30.4%. Through the
Group’s efforts to strengthen its internal management and
tighten its budget controls, it successfully cut its operating
expenses, which include selling and distribution costs,
general and administrative expenses and other operating
expenses, by 26% to approximately HK$31.4 million when
compared to the corresponding period in last year.
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TF | o

FNA
(=%

EEEN W R D
§t 7 1= R
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B 1E /<A A 2 & 5 %8 /29,400,000
JC - WMAFRARMALL EF49120.4% ©
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BB EHAREREMAE RS EE
BEW LAY

HE-_ZTT=-FALA=Z1+AHL=RA
A - A& E 2 & ¥%3% 15,900,000/
T BRZETE-ZFAA=FTAHL=
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Summing up the results of an increase in turnover by
around 120%, maintaining of a satisfactory gross profit
margin of 30% and reducing the overall operating
expenses of approximately 26%, the net loss from
ordinary activities attributable to shareholders of the
Group for the period was significantly cut-down to
HK$22.3 million, which represents a 39.5% decrease from
the corresponding period in last year.

Financial Position, Liquidity and Financial Resources

The shareholders’ fund of the Group as at 30 September
2003 decreased by 18.7% to approximately HK$96.9
million. The Group had net current assets of HK$87 million
compared with that of HK$105.9 million as at 31 March
2003. The Group’s current ratio was approximately 4.3 (31
March 2003: 5.5). The gearing ratio of the Group, as a
ratio of total borrowings to shareholders’ fund, as at 30
September 2003 was 0.3% (31 March 2003: 0).

As at 30 September 2003, the Group had a strong cash
position of cash and cash equivalents plus other liquid
funds of HK$80.4 million (31 March 2003: HK$91.7
million). The Group generally financed its operations with
internally generated cashflows, balance of proceeds from
initial public offering and banking facilities provided by its
principal bankers. The Directors believe that the Group
will continue to maintain a sound financial position to
finance its business development in the current year.

As at 30 September 2003, the Group had commitments of
HK$3.9 million (31 March 2003: HK$5.6 million) in respect
of the acquisition of fixed assets and investment in one of
its subsidiaries in China.
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REBAKBEZEE  SEBLEAD
120% * EFRI0%MEIHFEMEIEE -

MBEEERINRDK26% @ K&
ERABHMzREEGEBESELF
&5 18 I8 1M K 2 st = 22,300,0007% 7T
BAFRETF39.5% °
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REEBR-_ZTT=FALB=1+HZ
% 3 E & T B 18.7% = #)96,900,000
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=+—HA1/A105,900,0007% 7T > A&
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AZ+—H :55) - XEEAR_TZT
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(BrafEEERRES 2 R) 50.3%
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R-ZTEZ=FAhA=1+H Xx£H
BEEBEZBESML  ERESRE
S EEWINE thiRE)E £ 3£80,400,000
Br(ZEZET=F=ZRF=+—8":
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Capital Structure

The shares of the Company were first listed on GEM on
28 March 2000. There has not been any change to the
capital structure of the Company since that date.

Significant Investment and Disposals

The Group has no plans for material investments or
acquisition of capital assets other than those set out in
the prospectus of the Company issued on 21 March 2000.

There were no material acquisitions and disposals of
subsidiaries and affiliated companies by the Company
during the period under review.

Foreign Currency Exchange Exposure and Treasury
Policies

Most of the Group’s trading transactions, assets and
liabilities were denominated in Hong Kong dollars, United
States dollars and Renminbi. As the exchange rates of
United States dollars and the Renminbi to Hong Kong
dollars are fairly stable, the Directors believe that the
impact of the foreign exchange exposure of the Group is
minimal and has no significant adverse effect on the
normal operations of the Group.

As at 30 September 2003, the Group had no significant
exposure under foreign exchange contracts, interest or
currency swaps or other financial derivatives.

Contingent Liabilities

As at 30 September 2003, the Group was granted banking
facilities of HK$13.3 million that were secured by the
Group’s bank deposits of HK$7.5 million. The banking
facilities utilized by the Group amounted to HK$7.5 million.
The Group had no other material contingent liabilities.
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Employee and Remuneration Policy

As at 30 September 2003, the Group has a total of 124
employees. The Group’s remuneration policy is basically
determined by the performance of individual employees.
In addition to salaries, employee benefits included medical
scheme, pension contributions and share option schemes.

Business Review and Outlook

For the six months ended 30 September 2003, the Group
recorded a turnover of HK$29.4 million, representing an
120.4% increase over the same period a year ago. The
Group achieved a gross profit margin of 30.4% for this
interim period. The restructuring activities as mentioned
in previous reports to shareholders taken place over the
past year brought good results. It successfully reduced
the Group’s aggregate selling and distribution costs,
general and administrative expenses and other operating
expenses by 26% compared with the amount recorded in
the same interim period in the previous year. Its net loss
from ordinary activities was reduced by approximately
39.5%.

Entrance of New Business Segment: Mobile Value Added
Services

An extension of the Group’s core competence, solution
integration, to IT consultancy and broadband networking
services and to Mobile Value Added Services (MVAS) to
take advantages of the Group’s existing customer base
and technical capabilities has proven to be the right
direction for the Group. The Group’s revenue from IT
consultancy and broadband networking services
increased by 162.8% when comparing to last year’s
interim results. Since revenue generated from services
tend to have a much higher margin than the traditional
solution integration business, the Group will continue to
put focus and efforts on this segment.
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The Group’s entry into the MVAS market has extended
the Group’s customer base from the telecom carriers to
individual mobile phone users. Up to the end of the period
under review, the Group gained success in entering
cooperative agreements with China Mobile and China
Unicom to provide mobile value-added services such as
SMS, WAP and MMS to all China Mobile and China
Unicom wireless phone users in China. Additionally, the
Group has been granted nationwide WAP operation
permits from both China Mobile and China Unicom. The
Group believes it is well positioned to capitalise on the
rapid growth of the MVAS market.

The Group has formally entered into an agreement with
China Construction Bank of Guangdong to jointly provide
mobile banking services in Guangdong province. These
running on the Group’s BISP (Banking
Information Services Platform), have been rolled out in
October 2003 and received positive responses from
banking customers. With the successful launch in
Guangdong, the Group is planning to offer similar services
to other major cities of China with China Construction
Bank.

services,

Expanding Market Share Through The Wining Of New
Customers And Contracts

Despite fierce competitions and restructuring of the
telecommunication industry, the Group was awarded
major network services including upgrading and
expansion projects. A number of contracts with China
Unicom and its subsidiaries which cover 13 provinces for
the construction of phase V of their Voice Over Internet
Protocol (VoIP) networks; a contract for the provision of
CMNET (China Mobile Net) phase Il equipment to
Shanghai Telecom; multiple contracts with Henan
Zhumadian city government to build their IP networks, a
contract with China Unicom to provide VOIP phase Il
optimization services, a contract with each of Shanghai
Mobile and Anhui Mobile, respectively, to upgrade its
Interactive Voice Response (IVR) system, an out-sourcing
contract with China Construction Bank to provide data
maintenance services, a network maintenance services
contract with CNC Corp.(China Network Communications
Group Corporation) Henan Branch.
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New Alliances

The Group’s subsidiary, Unison Networking Services
(Shanghai) Co., Ltd., has been selected as the authorized
service provider (ASP) by a US listed IP data network
service provider for the supply of network maintenance
and integration services in China.

The Group has entered an agreement with a US based
content provider to distribute, on a selective basis, its
content through the Group’s MVAS business platform.
Moreover, numerous alliance agreements have been
entered with selected content and media partners for the
provision of content and services via the Group’s MVAS
business.

The Group has entered an agreement with a Beijing based
company to use the Group’s e-ticketing solution in selling
tickets for its theatres, shows and concerts.

Business Outlook

The Group continued to leverage its existing national and
regional sales coverage and customer base in China to
nourish the growth of its strategic business units including
solution integration, IT consultancy and broadband
networking services and MVAS. Most importantly, it has
repositioned itself from being a network solutions
integrator to a full-services and application solutions
provider, offering software solutions, networking
consulting/maintenance to enterprises and value-added
services to individual customers. By doing so, it has
broaden the Group’s customer base to service enterprises
and individual customers so as to reduce the risk of
reliance on a single customer segment, namely telecom
carriers.

The Directors are determined and confident that the Group
has been making the correct decision of realigning its focus
on high valued businesses, implementing customer-centric
strategy and diversifying into MVAS and IT services. The
120% improvement of the Group’s turnover over the same
period a year ago is a solid proof. Looking to the end of this
fiscal year, the Group will strive to improve its operating
results with the aim of returning to profitability.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES AND DEBENTURES

As at 30 September 2003, the interests and short positions
of the Directors and chief executives in the shares,
underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO”))
as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Exchange”) pursuant to Rule 5.40 of the GEM Listing
Rules were as follows:

Long positions in shares

Company/name

of associated
corporation

Name of Director N D Capacity
BEMSE FEER EEER
Mr. Yip Heon Ping  The Company An object of a
EmEEE NE] discretionary trust
(Note 2)
EHEERZ
FEEHR
(P £ 2)
Mr. Yip Seng Mun ~ The Company Interest of corporation
EBR%4E AL controlled by director
(Note 3)
mEEEHZ
EEZER
(Pfd 5£3)

22

Prosten Technology Holdings Limited

REMFEEZERERZA

EERTHRAINKRGO KA
RoREEEPZEDZRAR

RZZBZ=ZFNAA=1TH " AR
AIRERE S R B EHE 352117 &
ZELMAR - HERIEEERE
MHRAIESA0GM AR A REEKA
REMEBERAFMEL 2B - EF
RATHAENARE R E BB EE
(ZEHFLEERMEXVEEZ EE)
ZB - AR RERES &
@mRORBMT

RERBZRRE
Number and
class of Percentage of
securities issued share
(Note 1) capital
BHEHYE FHEBTREX
k&R BA
(BF&E1)
404,280,619 shares (L) 79.08%
404,280,619 A% i 17 (L)
248,349,584 shares (L) 48.58%

248,349,584 fi% i 17 (L)
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The letter “L” stands for long position.

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

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

Long positions in underlying shares

(@)
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Warrants of the Company (“2004 Warrants”)

On 5 January 2001, a bonus issue of 2004 Warrants
was implemented whereby each of the 2004
Warrants will entitle the registered holder to
subscribe for one share of the Company at a
subscription price of HK$1.43 per share, payable
in cash and subject to adjustment, during the
period from 9 January 2001 to 8 January 2004.

As at 30 September 2003, the Company had
51,125,000 units of the 2004 Warrants outstanding.
Amongst which, 9,983,750 units of the 2004
Warrants were held by First League Investments
Limited, a company of which Mr. Clement Lau (a
former director of the Company) was a director and
held 40% of its equity interest. In addition, Mr.
Clement Lau and his wife also held an aggregate of
23,850 units of the 2004 Warrants as at 30
September 2003.

Mr. Clement Lau has ceased to be a non-executive
director of the Company since 16 September 2003.
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(b) Share Options

The interests of the Directors in the share options
of the Company are separately disclosed in the
section “Share option scheme” below.

In addition to the above, certain Directors had non-
beneficial personal equity interests in certain
subsidiaries held for the benefit of the Company
solely for the purpose of complying with the
requirement for a minimum number of shareholders.

Save as disclosed above, as at 30 September 2003,
none of the Directors or their associates as well as
the chief executives had any interests or short
positions in the shares, underlying shares and
debentures of the Company and its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) as
recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to
the Company and the Exchange pursuant to the
minimum standards of dealing by Directors of the
Company as referred to in Rule 5.40 of the GEM
Listing Rules.

SHARE OPTION SCHEMES

The Company'’s share option scheme which was adopted
on 7 March 2000 (the “Old Scheme”) was terminated and
replaced by a new share option scheme approved by the
shareholders at the extraordinary general meeting of the
Company held on 9 April 2002 (the “New Scheme”). The
options granted under the Old Scheme remain exercisable
within their respective exercise periods.

A summary of the Old Scheme and the New Scheme is
set out below:

(a) Old Scheme

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 Old Scheme, the board was
authorised, at its absolute discretion, to grant
options to the Company’s directors and employees
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Prosten Technology Holdings Limited

of the Group, to take up options to subscribe for
ordinary shares of the Company. The Old Scheme
became effective for a period of 10 years
commencing on the listing of the Company’s shares
on the Growth Enterprises Market (the “GEM”) of
The Stock Exchange of Hong Kong Limited (the
“Exchange”) on 28 March 2000.

New Scheme

The New Scheme became effective for a period of
10 years commencing on 23 April 2002. Under the
New Scheme, the directors may, at their sole
discretion, grant to any eligible participants options
to subscribe for 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 (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 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 date of the offer on which the offer for
grant of the option is made, subject to the
provisions for early termination thereof.

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 extraordinary general
meeting held on 9 April 2002.
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lIII Prosten Technology Holdings Limited
REMFEEZERERZA

Options to subscribe for shares of the Companyunder HREBEEF R BEA2TIROG 2B
the Old Scheme IR &

Details of the outstanding share options during the six- £ 7~ & A 21 F& 7 15 5 77 0 B8 I 4 =
month period are as follows: HBEET

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

R-ZBE-FNAZ+-HERZEREHE

({TEERASRO0.40%E T)
Balance as at
Balance as at Lapsed 30 September Exercise
Name or category 1 April 2003 during 2003 period of
of participant R-BZT=F the period R=—ZEZT=F share options
2HE mA—H HER HhA=+H BREZ
% & = Al Z BB K% Z BB TEHR
Directors
-4
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 to
EEREYE 21 August 2011
—_ET—F
NAZ+ZBZE
—ZE-——fF
NA=-+—8
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 to
EmTEiEsE 21 August 2011
—_ET—F
NAZ+=ZBZ
—E
NAZ+—8
Mr. Yip Heon Wai 5,300,000 - 5,300,000 22 August 2001 to
Emugks 21 August 2011
T
NAZ+=ZHZE
[
NA=Z+—H
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Prosten Technology Holdings Limited

ENHEERERZA

Share Options re-granted on 22 August 2001

at exercise price of HK$0.40 per share

R-ZBE-FNAZ+-HERZEREHE

Balance as at

(T E % 8 KR 0.4058 7T)

Balance as at

Lapsed 30 September

Name or category 1 April 2003 during 2003
of participant R-BZT=F the period R=—ZTZT=F
2 HE mA—H HWEA HNAZ=T+H
2% & = Al Z BB K% Z BB
Directors
B
Mr. Yip Heon Keung 5,300,000 - 5,300,000
EmgEa
Mr. Clement Lau* 1,600,000 - 1,600,000
BIF T

24,500,000 - 24,500,000
Other employees

of the Group

rEBMHEMBESR
In aggregrate 5,675,000 (880,000) 4,795,000
a&t

30,175,000 (880,000) 29,295,000
# Mr. Clement Lau has ceased to be a non-executive director

of the Company with effect from 16 September 2003.
Pursuant to the Old Scheme, Mr. Lau’s share options shall
lapse on the expiry of three months following the date of
cessation of his employment.
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22 August 2001 to
21 August 2011

—EE—&
NAZ+=ZRH=E
—F2——F
NAZ+—H

22 August 2001 to
21 August 2011

—EE—&
NAZ+ZHZE
—_ET——%
NAZ+—H

22 August 2001 to
21 August 2011
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Options to subscribe for shares of the Company under

the New Scheme

Details of the outstanding share options during the six-

month period are as follows:

Prosten Technology Holdings Limited

REMFEEZERERZA
REFFHAZBLALAROZE
% 7

FESME A B M R AT R BB A HE 2 ¥
BT

Share Options granted on 22 May 2002
at exercise price of HK$0.26 per share

R-BE-FIA-+-HERZEREHE

(TEEHRBRO0.26/E T)
Balance as at
Balance as at Lapsed 30 September Exercise
Name or category 1 April 2003 during 2003 period of
of participant R-BZT=F the period R=—ZEZT=F share options
2HE mA—H HER HhA=+H BREZ
% & = Al Z BB K% Z BB TEHR
Director
-4
Mr. Au Shing Kwok 500,000 - 500,000 22 May 2002 to
@ A B 5 A 21 May 2012
—EEF
AAZ+ZAE
HAEZ-+—H
Other employees
of the Group
AEEHMES
In aggregrate 16,250,000 (1,440,000) 14,810,000 22 May 2002 to
aat 21 May 2012
—_ET_F
AAZ+ZAE
HAEZ-+—H
16,750,000 (1,440,000) 15,310,000

As at 30 September 2003, the Company had 29,295,000
and 15,310,000 share options outstanding under the Old

Scheme and the New Scheme, respectively.
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The financial impact of share options granted is not
recorded in the Company’s or the Group’s balance sheet
until such time as the share options are exercised, and no
charge is recorded in the profit and loss account or
balance sheet for their cost. Upon the exercise of the
share options, the resulting shares issued are recorded
by the Company as additional share capital at the nominal
value of the shares, and the excess of the exercise price
per share over the nominal value of the shares is recorded
by the Company in the share premium account. Share
options which are cancelled prior to their exercise date
are deleted from the register of outstanding share options.

The Directors do not consider it appropriate to disclose a
theoretical value of the share options granted during the
reporting period to the Directors and employees, because
in the absence of a readily available market value for share
options on the ordinary shares of the Company, the
Directors were unable to arrive at an accurate assessment
of the value of the share options.

SUBSTANTIAL SHAREHOLDERS

As at 30 September 2003, the following persons (other
than the Directors and chief executives of the Company)
had interests and short positions in the shares and
underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO:

Interest in

ordinary shares

Name of Shareholder Notes (Note 7)

REER B & LTERER

(Bt 3E7)

Greenford Company Limited 1) 155,931,035(L)
Century Technology Holding

Limited 2) 155,931,035(L)

Bakersfield Global Corporation (3) 92,418,549(L)

Cititrust (Cayman) Limited (4) 404,280,619(L)

First League Investments Limited  (5) 20,719,381(L)

Ms. Leung Chan Yuet Fu

Prosten Technology Holdings Limited

ENHEERERZA

PRI 2 M5 2 B AR
EOEFDAINARABEAREE
ZEEREXR BEAZEKRAEBEER
BERPMERZEERBEEMR
NEBREETER - A2RSAL
AT 2 B 1R B An A 1) AR B SN AR
A MARBAHERTEESRE
MEEZBIIABRDGER - &
BRETERHMC EHE 2 BRE
EREARITERBESCMAMER -

ERERATERBRE MM S
A2 R EE - BAYRA
AERR BRELERE T2
B R K R 2 1
B R R A -

FERR

R_FE=ZFhLA=1TH  TIA
T (BEEHARRBTHARKIN) B
BYRBRIREES LB E GO E
36IEFRFZERMAZ AR B RN
REBRMD 2 EadRBWT

Interest in
underlying shares

for 2004 Warrants Percentage of

(Note 7)  issued share

e QU3 capital

RREE HEBITRAE

HERGDER B L
(Bt 3E7)

- 30.50%

- 30.50%

- 18.08%

- 79.08%

9,983,750(L) 6.01%

9,983,750(L) 6.01%

10,007,600(L) 6.01%

2R AEZ L (5) 20,719,381(L)
Mr. Clement Lau

AFHESE (5) & (6) 20,719,381(L)
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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.

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

Ms. Leung Chan Yuet Fu and Mr. Clement Lau (a former
director of the Company) are interested in 60% and 40% of
the issued share capital of First League Investments Limited
(“First League”) respectively. Each of them is therefore
deemed to be interested in the 20,719,381 shares and
9,983,750 units of the 2004 Warrants held by First League.
Mr. Clement Lau has ceased to be a non-executive director
of the Company since 16 September 2003.

Mr. Clement Lau (a former director who ceased to hold the
office of non-executive director of the Company with effect
from 16 September 2003) and his wife also held an
aggregate of 23,850 units of the 2004 warrants.

The word “L” denotes long position.
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Save as disclosed above, as at 30 September 2003, there
was no person (other than the Directors or chief
executives of the Company) who had an interest or short
position in the shares and underlying shares of the
Company as recorded in the register required to be kept
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) had any interest in a
business which competes or may compete with the
business of the Group.

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

During the six months ended 30 September 2003, neither
the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities.

BOARD PRACTICES AND PROCEDURES

The Company has complied with the Board Practices and
Procedures as set out in Rules 5.28 to 5.39 of the GEM
Listing Rules throughout the reporting period.

Prosten Technology Holdings Limited
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MISCELLANEOUS EVENTS

Mr. Clement Lau has ceased to be a non-executive
director of the Company since 16 September 2003.

As mentioned in the Company’s previous results
announcements and related reports, since September
2002, several claims for certain entitlements in respect of
the employment of Mr. Clement Lau (“Mr. Lau”), a former
director of the Company, with Prosten Technology Co.
Limited (“Prosten (HK)”), a wholly owned subsidiary of the
Company, have been instigated by Mr. Lau against
Prosten (HK) at the Labour Tribunal. On 2 July 2003, an
order was granted by the Labour Tribunal to transfer such
claims to the District Court for trial. Up to the date of this
report, such claims have not been tried by the District
Court.

AUDIT COMMITTEE

The Company established an audit committee (the
“Committee”) on 7 March 2000 with written terms of
reference in compliance with the GEM Listing Rules. The
Committee comprises two independent non-executive
Directors of the Company, namely Messrs. James T. Siano
and Au Shing Kwok. The primary duties of the Committee
are to review and supervise the financial reporting process
and internal controls of the Group. The Committee has
reviewed the draft of this report and has provided advice
and comments thereon.

By Order of the Board
Yip Seng Mun

Chairman

Hong Kong, 7 November 2003
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